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Introduction

Compliance statement

These condensed interim consolidated financidl L 9 L =E=FL K G> L @= . GOKR=; @FQ 89Cf9< 3:
O4; GF<=FK=< AFL=JAE ; GFKGDA<9L=< >AF9F; A9D KL9L=E=FLKA 9F«<

J=1 MAJ=E=FLK G> ' FL=JF9LAGF9D9F; AGMFDAHBGIUAPRTFARIQKIEFAGFK=x
European Communities, and the requirements set forth in the Regulation on Current and Periodic Information.

These condensed interim consolidated financial statements should be read in conjunction with ¢besolidated financial
statements of the PZU Group for 2019.

Parent companyé6és quarterly standal one financi al inform

. MJ K M9 F Bectibor@ ofithg Regulation on Current and Periodic Information, quarterly standalone financial information of
the PZU%J GMHAK H9J=FL ; GEH9FQN A=K .83J] >GIJEK H9JL G> L@=K= ; GF

According to Article 45ection 1a of the Accounting Act, the financial statements of issuers of securities admitted to trading on
one of the reguhted markets of the European Economic Area countries may be prepared in accordance with IFRS.

As the PZU Shareholder Meeting has not made the decision referred to in ArtiGeettonlc of the Accounting Act in the matter

of preparation of financial sts#a E=FLK HMJKMO9FL LG '$01/] .83AK KL9F<9DGF= KLO9L
Polish Accounting Standards (PAS) defined in the Accounting Act and in the executive regulations issued on its basis, among
others:

1 $AFO9F; = +AFAKL=JAgil 2016 2rivithed dpécialFaccabinting piinciples for insurance and reinsurance
undertakings (Journal of Laws of 2016, Item 562);
1 $AF9F; = +AFAKL=JAK 0=?MD9LAGF G> pr' "=, =E: =] FPPp GF L@= -

disclosure and presentation of financial instruments (consolidated text: Journal of Laws of 2017, Item 277).

In matters not regulated by the Accounting Act and the executive acts issued on its basis, Polish Accounting StandardS or IFR
are applied accordingly.

Period covered by the condensed interim consolidated financial statements

These condensed interim consolidated financial statements cover the period of 3 months from 1 January to 31 March 2020.

The financial statements of the subsidiaries are prepared foe tsame reporting period as the financial statements of the parent
company.

Functional and presentation currency

.83AK >MF; LAGF9D 9F< HJ=K=FL9LAGF ;MJJ=F; Q AK L@= .GDAK@ R
consolidated financial satements are stated in millions of Polish zloty.

The functional currency of the companies domiciled in Lithuania, Latvia and Sweden is the euro, of those domiciled in Ukraine
the Ukrainian hryvnia and of that domiciled in the United Kingdom is the Bhtpound.
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FX rates

Financial data of foreign subsidiaries are converted into Polish zloty as follows:
1 assets and liabilities at the average exchange rate set by the National Bank of Poland at the end of the reporting period;

1 items of the profit andloss account and other comprehensive incondeat the arithmetic mean of average exchange rates
set by the National Bank of Poland as at the dates ending each month of the reporting period.

1 January 8 1 January 8
Currency 31 March 2020 31 March 2019 31 Mach 2020 31 December 2019
Euro 4.396 4.297 4.552 4.2585
pound sterling 5.095 4.973 5.105 4.9971
Ukrainian hryvnia 0.155 0.138 0.150 0.1602

Going concern assumption

These condensed interim consolidated financial statements have been drawn upleunthe assumption that PZU Group
companies remain a going concern in the foreseeable future, i.e. in the period of at least 12 months after the end of ahingep
period. As at the date of signing these condensed interim consolidated financial statesiehere are no facts or circumstances
that would indicate a threat to the ability ofhe PZU Grougo continue their activity in the period of 1&honths after the end of
the reporting period as a result of an intentional or an induced discontinuation omaterial curtailment of their hitherto
activity.

Discontinued operations

In the 3month period ended 31 March 2020, the PZU Group companies did not discontinue any type of activity.

Seasonal or cyclical business

2@= .83 %JGMHAK : MK AGF sulijast todisindgsscpcles@e a sigridficadtie Beft9

Glossary

The most important terms, abbreviations and acronyms used in the condensed interim consolidated financial statements are
explained below.

Names of companies

AASBaltd H<JGFAFLMO9FIKA=LJ] AB9 9DL9y

Alior Banks Alior Bank SA.

Alior Bank Group Alior Bank with its subsidiaries listed section1.2

Pekao Group Pekao with its subsidiaries listed isection1.2

LD3 Lietuvos Draudimas AB

Link4d* AFCFf 2GO9JRQKLOG 3: =RHA=; R=1I 1 5
Pekaod Bank Pekao SA.

PFR3 Polski Fundusz Rozwoju SA.

PIM3 Pekao Investment Management SA.

PZU, parent company, paredd. GOKR=; @FQ 89Cf9< 3: =RHA=; R=1 1HOf C9 C; QBF9#p
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PZU LT GBUAB PZU Lietuv&yvybes Draudimas.
PZU Ukrained PrJSC IC PZU Ukraine.
PZU Ukraine Lifé@ PrJSC IC PZU Ukraine Life Insurance.

.83 |5Q0GOMKR=; @FQ 89Cf9< 3: =RHA=; R=l F9 | Q; A= 1HOfC9 C: QBF 9§
TFI PZU Towarzystwo Funduszy Inwestycyjnych PZU SA.
TUW PZUWTowarzystwo3 : = RHA=; R=1 5R9B=EFQ; @ . GDKCA 89Cf9< 3: =RHA=; R=1

Other definitions

BFGSBank Guarantee Fund

CGUB cash generating unit.

CODM3 chief operating decision maker within the meaning of IFRS 8 Operating Segments.

IBNRS Incurred But Not Reported o2nd provisions provision for losses and accidents incurred but not reported.

PZU standalone financial statements for 2009 FF M9 D KL9F<9DGF= >AF9F; A9D KL9L=E=FLK
1HOf C9 C; QBF9 >GJ T Ppx HJaredbytheRZU Mdhagément Board 6nA1 Marclo2020@ . 11 KA

KNF3 Polish Financial Supervision Authority.

Commercial Company Cod&Act of 15 September 2000 entitled Commercial Company Code (consolidated text: Journal of Laws
of 2019, Item 505).

IFRS3 InternationaD $AF9F; A9D O0O=HGJLAF? 1L9F<9J<K 9K =F<GJK=«< :Q L @:
published and in force as at 31 March 2020.

NBP3 National Bank of Poland;
OFEPZB- LO9JLQ $MF<MKR #E=JQL9DFQ .83 &48fGLY9 (=KA=1 Ay
POCB Purchased or originated creditmpaired financial assets.

PASS Accounting Act of 29 September 1994 (consolidated text: Journal of Laws of 2019 Item 351) and regulations issued
thereunder.

Regulationon Current and Periodic Informatiod $ AF9F; = +AFAKL=J AK 0=?MD9LAGF G> T x o+
Information Transmitted by Securities Issuers and the Conditions for Recognizing the Information Required by the Regulations
of a NorMember Stateas Equivalen{Journal of Laws of 2018, item 757).

IASBS International Accounting Standards Board.

Consolidated financial statement$ consolidated financial statements of the PZU Group prepared in accordance with IFRS for
the year ended 31 December 2019

CJEUWS Court of Justice of the European Union.
KNF Office Office of the Polish Financial Supervision Authority.

Insurance Activity Acd Act of 11 September 2015 on Insurance and Reinsurance Activity (consolidated text: Journal of Laws of
2020, item 89).

Act on rules for termination of employmend the Act of 13 March 2003 on special rules for termination of employment for
reasons not attributable to employees (consolidated text: Journal of Laws of 2018, Iltem 1969)

PZU Ordinary Shareholder MeetidOr< AF9J Q 1 @9J=@GD<=J +==LAF? G> . GOKR=; @FQ 809
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Financial highlights
1. Selected consolidated financial data of the PZU Group
m PLN m PLN m EUR m EUR
Data from the consolidated profit and loss account 1 January 8 1 January 8 1 January 8 1 January 8
31 March 2020] 31 March 2019 31 March 2020] 31 March 2019
Gross written premiums 6,097 5,901 1,387 &3
Net earned premium 5,762 5,592 1,311 1,301
Revenue from commissions and fees 1,019 961 232 224
Net investment result 1,856 3,018 422 702
Net insurance claims and benefits (3,281) (3,958) (746) (921)
Profit before tax 655 1,487 149 346
Profit attributable to equity holders of the Parent Company 116 747 26 174
Profit attributable to holders of norcontrolling interests 173 265 39 62
Basic and diluted weighted average number of common shares 863,331,31 863,315,21] 863,331,31 863,315,217
Basic and diluted earnings per common share (in PLN/EUR) 0.13 0.87 0.03 0.20
m PLN m PLN m EUR m EUR
Data from the consolidated statement of financial posi tion 31 March 31 December 31 March 31 December
2020 2019 2020 2019
Assets 357,215 343,344 78,469 80,625
Share capital 86 86 19 20
Equity attributable to equity holders of the Parent 16,199 16,169 3,558 3,797
Non-controlling interest 23,443 23,119 5,150 5,429
Total equity 39,642 39,284 8,708 9,226
Basic and diluted number of common shares 863,299,82 863,323,224  863,299,82 863,323,22¢
Carrying amount per common share (in PLN/EUR) 18.76 18.73 4.12 4.40
m PLN m PLN m EUR m EUR
Data from the consolidated cash flow statement 1 January 8 1 January 8 1 January 8 1 January 8
31 March 2020] 31 March 2019 31 March 2020] 31 March 2019
Net cash flows from operating activities 8,000 979 1,820 228
Net cash flows from investingctivities (2,007) (7,289) (229) (1,696)
Net cash flows from financing activities (1,883) (473) (428) (110)
Total net cash flows 5,110 (6,783) 1,162 (1,578)
2. Selected individual financial data of PZU (PAS)
m PLN m PLN m EUR m EUR
Data from the balance sheet 31 March 31 December 31 March 31 December
2020 2019 2020 2019
Assets 42,898 41,594 9,423 9,768
Share capital 86 86 19 20
Total equity 15,157} 14,957} 3,330 3,512
Basic and diluted number of common shares 863,523,00 863,523,00 863,523,00 863523,000
Carrying amount per common share (in PLN/EUR) 17.55 17.32 3.86) 4.07
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e m PLN m PLN m EUR m EUR
Data from the revenue account of nortlife insurance and the general « u u x
rofit and loss account 1 January 8 1 January 8 1 January 8 1 January 3
P 31 March 2020] 31 March 2019 31 March 2020] 31 March 2019
3,757 3,729 855 868

Gross written premiums

Technical result of nodife insurance 370 358 84 83
Net investment resul®) (256) 130 (58) 30
Net result (110) 237 (25) 55
Basic and diluted weighted averagaumber of common shares 863,523,00 863,523,000 863,523,000 863,523,00(
Basic and diluted result per common share (in PLN/EUR) (0.13), 0.27 (0.03), 0.06

Y F; DM<AF? L@= AL=E a41@9J= G> L@= F=L HJGQLE=0D@I<KAY G> KM: GI<AF9L=< =FLALA=K E

3. Selected non; GFKGDA<9L =< >AF9F; A9D <9L9
3: =RHA=; R=1 F9 ] Q; A= 1HOfCH9 C; QBF9
m PLN m PLN m EUR m EUR
Data from the balance sheet 31 March 31 December 31 March 31 December
2020 2019 2020 2019
Assets 27,920 28,068 6,133 6,591
Total equity 4,874 4,524 1,071 1,062
Data from the technical life insurance account and the general profit m PLN u m PLN u m EUR u m EUR u
and loss account 1 January 8 1 January 8 1 January 8 1 January 3
31 March 2020y 31 March 2019 31 March 202Q§ 31 March D19
Gross written premiums 2,184 2,070 497 482
Technical life insurance result 444 342 101 80
Net investment result (299) 356 (68) 83
Net profit 315 235 72 55
4, Summary of consolidated quarterly results

The net financial result of the PZU Group for theriod of 3 months ended 31 March 2020 was PLN 289 million, down by 71.4%
from the net result in the same period last year. The net profit attributable to shareholders of the parent company wasTi_N 1

million, compared to PLN 747 million in 2019 (down 8%).

Excluding oneoff eventd, the net result fell 20.4% compared to the previous year.

ROE attributable to the parent company (PZU) for the period from 1 January to 31 March 2020 was 2.9%, down 16.6 percentage
points from the same period last year.

The GDDGOAF? >9:; LGJK 9DKG 9 >>=mobtkperiod &8ed 34IVGrbh2@28, asdconparéd Aolth® satne L = J
period last year:

1 increase in gross written premium in the mass client segment, including the upswing in sales of ADD and otheniresura
life insurance the increasing level of premiums in whiitked insurance products offered jointly with the banks and

development of the portfolio of group health products;
1 higher profitability of the mass insurance segment driven by the lower lesso in non-motor insurance, including a lower
level of losses caused by weather events;

Non-recurring events include: impairment loss on thgoodwill arising from the acquisition of Alior Bank (PLN 516 million) and the impact
exerted by conversion of longerm policies into yearly renewable term agreements in type P group insurance.
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1 higher underwriting result in the corporate client segment due to improved profitability in the motor insurance portfolio,
higher income on investments allocated tthe segment, while the sales level was about the same and the loss ratio
increased in the property insurance portfolio;

1 higher profitability in group and individually continued insurance with a growing health insurance portfolio as a result of a
decreasem the loss ratio on certain risks in the group protection portfolio and higher operating expenses;

1 slightly higher result on individual insurance due to the expanding insurance portfolio, mainly bancassurance, offset by
higher operating expenses;

1 lower reallt on listed equities, in particular due to the deteriorated market conditions on the capital market due to the
COVIEL9 pandemic;

1 lower results in the banking activity associated with the n@acurring effect of recognizing an impairment loss on goodwill
arising from the acquisition of Alior Bank (PLN 516 million), recognition in Q1 2020 of an additional provision for projected
deterioration of credit portfolio quality in Pekao and a negative effect of the CJEU judgment on consumer loans. The effects
arepartially offset by lower fees paid to the Bank Guarantee Fund.
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Interim consolidated financial statements

1. Interim consolidated profit and loss account
. . 1 January 1 January 9
Consolidated profit and loss account Note 31 March 2019
31 March 2020
(regtated) ?
Gross written premiums 8.1 6,097 5,901
0=AFKMJ=JKA K@9J= AF ?JGKK OJALL -] (156) (102)
Net written premiums 5,941 5,799
Movement in net provision for unearned premiums (179) (207)
Net earned premium 5,762 5,592
Revenue from commissions and fees 8.2 1,019 961
Interest income calculated using the effective interest rate 8.3 2,996 2,859
Other net investment income 8.4 - 194
Result on derecognition of financial instruments and investments 8.5 75 53
Mov_ement ir_l allowances for expected credit losses and impairment losse| 86 (660) (342)
on financial instruments
Net movement in fair value of assets and liabilities measured at fair value| 8.7 (555) 254
Other operating income 8.8 320 274
Claims, benefits and movement in technical provisien (3,491 (4,1112)
0=AFKMJ=JKA K@9J= AF ; D9AEKIJ : =Fj3 210 153
Net insurance claims and benefits 8.9 (3,281) (3,958)
Fee and commission expenses 8.10 (235) (174)
Interest expenses 8.11 (485) (525)
Acquisition expenses 8.12 (835) (793)
Administrative expenses 8.12 (2,679 (1,620)
Otheroperating expenses 8.13 (1,786)Y (1,286)
Operating profit 656 1,489
Share of the net financial results of entities measured by the equity methd (2) (2)
Profit before tax 655 1,487
Income tax 8.14 (366) (475)
Net profit, including: 289 1,012
- profit attributable to the equity holders of the Parent Company 116 747
- profit (loss) attributed to holders of norcontrolling interest 173 265
Weighted average basic and diluted number of coran shares 8.15 863,331,31 863,315,217
Basic and diluted profit (loss) per common share (in PLN) 8.15 0.13 0.87

Y including impairment loss on goodwill (in the raount of PLN 516 million) arising from the acquisition of Alior Bank. Additional information on this matter is

presented insection8.16.1

2 Information on restatement of data for the period from 1 January to 31 March 201®esented insection4.2.
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2. Interim consolidated statement of comprehensive income
. L 1 January 8 1 January 9
Consolidated statement of comprehensive income Note 31 March 2019
31 March 2020
(restated)?
Net profit 289 1,012
Other comprehensive income 8.14 64 123
Subject to subsequent transfer to profit or loss 112 54
Valuation of debt instruments (403) (22)
Measurement of loan receivables from clients (12) 9
Foreign exchange translation défences 87 2
Cash flow hedging 440 65
Not to be reclassified to profit or loss in the future (48) 69
Valuation of gqqity instruments measured at fair value through other (48) 68
comprehensive income
Reclassification of real property from properfylant and equipment to ) 1
investment property
Total net comprehensive income 353 1,135
- comprehensive income attributable to equity holders of the Parent
Company 28 869
- comprehensive income attributed to holders of neoontrolling interest 825 266

YInformation on restatement of data for the period from 1 January to 31 March 2019 is presentsection4.2.
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3. Interim consolidated statement of financial position
Assets Note 31 March 2020 31 December 2019
Goodwill 8.16 3,572 4,053
Intangible assets 8.17 3,111 3,096
Other assets 8.18 627 734
Deferred acquisition costs 1,599 1,574
0=AFKMJ=JKA akp@¥siors AF L =; @FA; 8.30 1,886 1,856
Property, plant and equipment 8.19 4,194 4,226
Investment property 2,047 1,981
Entities measured by thequity method 6 11
Loan receivables fromlents 8.20 198,849 194,868
Financial derivatives 8.21 6,786 3,107
Investment financial assets 8.22 111,874 111,416
Measured at amortized cost 51,708 45,938
Measured afair value through other comprehensive income 49,114 55,211
Measured at fair value through profit or loss 11,052 10,267
Deferred tax assets 2,412 2,313
Receivables 8.23 6,666} 5,737
Cash and cash equivahts 13,049 7,788
Assets held for sale 8.27 537 580
Total assets 357,215 343,340
Equity and liabilities Note 31 March 2020 31 December 2019
Equity
Equity attributable to equity holders of the Parent 16,199 16,169
Share capital 8.28 86 86
Other capital 12,9445 13,036
Retained earnings 3,168] 3,047
Retained profit or loss 3,052 (248)
Net profit 116 3,295
Non-controlling interest 23,443 23,119
Total equity 39,642 39,288
Liabilities
Technical provisions 8.30 47,180 47,329
Subordinated liabilities 8.31 6,714 6,700
Liabilities on the issue of own debt securities 8.32 7,869 9,273
Liabilities to banks 8.33 7,622 6,604
Liabilities to clients under deposits 8.34 227,734 218,588
Financial derivatives 8.21 7,018 3,018
Other liabiities 8.35 11,237 10,376
Provisions for employee benefits 556 534
Other provisions 8.36 914 867
Deferred tax liability 693 734
Liabilities related directly to assets classifieas held for sale 8.27 36 29
Total liabilities il 573 304,052
Total equity and liabilities 357,215 343,340
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4, Interim consolidated statement of changes in equity
Equity attribu table to equity holders of the parent
Other capital Retained earnings

S f ch Non- Total

; tatemept orc anges Share Other Actuarial gains Foreign controlling equity

in consolidated equity ital Treasury | Supplemen | Revaluation and losses relateq exchange Retained ) Total interest

capital : reserve o X i Net profit
shares tary capital reserve . to provisions for | translation | profit or loss
capital ) .
employee benefitd differences

Note 8.28 14
As at 1 January 2020 86 @) 13,113 294 (324) 1 (41) 3,047 - 16,169 23,119 39,288
Valuation of equity instruments - - 4) (52) - - - - - (56) 8 (48)
Valuation of debt instruments - - - (219) - - - (219) (184) (403)
Measurement of loan receivables from clients - - 3) - - - - - 3) 9) (12)
Cash flow hedging - - - 102 - - - 102 338 440
Foreign exchange translation differences - - - - - - 88 - - 88 1) 87
Total net other comprehensive income - - (4) (172) - - 88 - (88) 152 64
Net profit (loss) - - - - - - - - 116 116 173 289
Total comprehensive income - - 4 172) - - 88 116 28 325 353
Other changes, including: - - 3) - - - - ) - 2 (2) 1
Distribution of financial result - - (5) - - - 5 - - -
Transactions with norcontrolling shareholders 2 2 1) 1
As at 31 Mart 2020 86 @) 13,106 122 (324) 1 47 3,052 116 16,199 23,443 39,642
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Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)

Interim statement of changes in consolidated equity (continued)

Equity attributable to equity holders of the parent

Other capital Retained earnings
Statement of changes Non- Total
in consolidated equity Share _ Other Actuarial gains Foreign _ controll ing | equity
(restated) capital Treasury Supplemen Revaluation reserve and Ioss_e_s related exchange Re.ztamed Net profit Total interest
shares tary capital reserve capital to provisions fo_r tr'anslatlon profit or loss
employee benefitd differences
Note 8.28 14
As at 1 January 2019 86 (11) 12,660 (65) 18 - (36) 2,273 - 14,925 22,482 37,407
Valuation of euity instruments - - (1) (8) - - - - - 9) 11 2
Valuation of debt instruments - - - 334 - - - - - 334 41 375
Measurement of loan receivables from clients - - 4 - - - - - 4 14 18
Cash flow hedging - - - 31 - - - - - 31 69 100
Foreign exchange trariation differences - - - - - - (5) - - (5) 1 4)
Actuarial gains andllosses related to provisions ) ) ) ) ) 1 i ) i 1 @ B
for employee benefits
Reclassification of real property from property,
plant and equipment to investment property ) ) ) 6 ) ) ) ) ) 6 ) 6
Total net other comprehensive income - - (1) 367 - 1 (5) - - 362 134 496
Net profit (loss) - - - - - - - - 3,295 3,295 1,890 5,185
Total comprehensive income - - (2) 367 - 1 5) - 3,295 3,657 2,024 5,681
Other changes, including: - 4 454 (8) (342) - - (2,521) - (2,413) (1,387) (3,800)
Distribution of financial result - - 444 - (340) - - (2,522) - (2,418) (1,385) (3,803)
Transactions on treasury shares - 4 - - - - - - - 4 - 4
Transactions with norcontrolling shareholders - - 2 - - - - - - 2 2 4
Sale of revalued real estate and other - - 8 (8) 2) - - 1 - (2) (4) (5)
As at 31 December 2019 86 ) 13,113 294 (324) 1 (41) (248) 3,295 16,169 23,119 39,288
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Interim statement of changes in consolidated equity (continued)

Equity attributable to equity holders of the parent

Other capital

Retained earnings

Statement of changes Actuarial gains Non- Total
in consolidated equity Share ‘ Other and losses Foreign ‘ controlling o (L:
(restated) capital Treasury Supplemen Revaluation reserve rel_at'ed to exchar!ge Rgtalned Net profit Total interest quity
shares | tary capital reserve capital provisions for trgnslatlon profit or loss
employee differences
benefits
As at 1 January 2019 86 (11) 12,660 (65) 18 - (36) 2,273 - 14,925 22,482 37,407
Valuationof equity instruments - - - 67 - - - - - 67 1 68
Valuation of debt instruments - - - 37 - - - - - 37 (59) (22)
Measurement of loan receivables from clients - 2 - - - - - 2 7 9
Cash flow hedging - - - 13 - - - - - 13 52 65
Foreign exchange transten differences - - - - - - 2 - - 2 - 2
Reglassificatiqn of real property from property, plant an| ) ) ) 1 ) ) ) ) ) 1 ) 1
equipment to investment property
Total net other comprehensive income - - - 120 - - 2 122 1 123
Net profit (loss) - - - - - - - - 747 747 265 1,012
Total comprehensive income - - - 120 - - 2 747 869 266 1,135
Other changes, including: - S 4 - - - - 3) - 4 2 6
Distribution of financial result - - 3 - - - - 3) - - -
Transactions on treasury shares - 3 - - - - - - - 8 - 8
Transactions with norcontrolling shareholders - - 1 - - - - - - 1 2 3
As at 31 March 2019 86 (8) 12,664 55 18 - (34) 2,270 747 15,798 22,750] 38,548
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Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)
5. Interim consolidated cash flow statement
. 1 January 8 1 January 3
Consolidated cash flow statement Note 31 March 2019
31March 2020
(restated)
Profit before tax 655 1,487
Adjustments 7,345 (508)
Movement in loan receivables from clients (4,552 (4,963)
Movement in liabilities under deposits 9,917 2,997
Movement in the valuation of assetaeasured at fair value 555 (254)
Interest income and expenses (678) (542)
Realized gains/losses from investing activities and impairment losses 558 249
Net foreign exchange differences 100 (96)
Movement in deferred acquisition expenses (25) (31)
Amgrtization of intangible assets and depreciation of property, plant and 309 278
equipment
+GN=E=FL AF L@= J=AFKMJ=JKA K@9J { (30) (58)
Movement in technical provisions (149) 571
Movement in receivables 367 358
Movementin liabilities 510 942
Cash flow on investment contracts ) 4)
Acquisitions and redemptions of participation units and investment
certificates of mutual funds 27 60
Income tax paid (463) (329)
Other adjustments 901 314
Net cash flows from operating activities 8,000 979
Cash flow from investing activities
Proceeds 177,094 225,822
- sale of investment property - 1
- proceeds from investment property 63 78
- sale of intangible assets and property, plant and equipment 4 13
- sale ofownership interests and shares 649 931
- realization of debt securities 50,180 71,353
- closing of buysell-back transactions 75,016 70,937
- closing of term deposits with credit institutions 44,040 72,919
- realization of other investments 6,937 9,402
-interest received 193 174
- dividends received 1 4
- other investment proceeds 11 10
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(in millions of PLN)
Consolidated cash flow statement (continued)
. 1 January 8 1 January 9
Consolidated cash flow statement Note 31 March 2019
31 March 2020
(restated)
Expenditures (178,101 (233,111)
- purchase of investment property (13) (29)
- expenditures for the maintenance of investment property (46) (33)
- purchase of intangible assets and property, plant and equipment (254) (155)
- purchase of ownerslip interests and shares (611) (720)
- purchase of ownership interests and shares in subsidiaries - (4)
- decre'ase' in cash due to the sale of entities and change in the scope of ) 32)
consolidation
- purchase of debt securities (49,160 (77,930)
- opening of buysell-back transactions (76,293 (70,600)
- purchase of term deposits with credit institutions (44,864 (74,274)
- purchase of other investments (6,850 (9,344)
- other expenditures for investments (20) -
Net cash flows from investing activities (2,007) (7,289)
Cash flows from financing activities
Proceeds 44,633 37,751
- proceeds from loans and borrowings 8.37 3,075 295
- proceeds on the issue of own debt securities 8.37 2,415 1,320
- opening of repurchase transactions 8.37 39,143 36,136
Expenditures (46,516 (38,224)
-repayment of loans and borrowings 8.37 (3,308) (918)
- redemption of own debt securities 8.37 (3,826 (1,342)
- closing of repurchase transactions 8.37 (39,247 (35,832)
-interest on loans and borrowings 8.37 (49) (15)
-interest on outstanding debt securities 8.37 (15) (55)
- expenditures on leases (71) (62)
Net cash flows from financing activities (1,883) (473)
Total net cash flows 5,110 (6,783)
Cash and cash equivanhts at the beginning of the period 7,788 17,055
Movement in cash due to foreign exchange differences 151 22
Cash and cash equivalents at the end of the period, including: 13,049 10,294
- restricted cash 50 19
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Supplementary notes to the aedensed interim
consolidated financial statements

1. Information on PZU and the PZU Group

1.1 PZU

The parent company in the PZU GroupisPZ® B GAFL KLG; C ; GEH9FQ OAL@ ALK J=?2AKL=J-=.

PZU has been entered in the National Court Register kept by the District Court for the Capital City of Warsaw in Warsaw, 12th
Commercial Division of the National Court Register, under file number KRS 0000009831.

According to the Polish Classification of Business Activity and the Statistical Classification of Economic Activities pe Eilne
core business of PZU consists of nbfe insurance (65.12).

_—

(18)
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1.2 PZU Group companies and associates
Date of % of the share capital and % of votes
. Registered obtaining held directly or indirectly by PZU . _ _
No. Name of the entity office control / Line of business and website
significant | 31 March 2020 |31 December 2019
influence
Consolidated companies
Nor+life insurance
= < To=
1 - GOKR=; @FQ 89Cf89 3+ =RH Warsaw na na na https://www.pzu.pl/grupa-pzu/spolki/pzu-sa
Life insurance.
= o = G = 0 0
2 . GOKR=; @KQ38¢RHA=; R=1 i Warsaw 18.12.1991 100.00% 100.00% e AT e o AT el
3 *AFCF 2GO9JRQKLOG 3: =RH Warsaw 15.09.2014 100.00% 100.00% Nor+life insurance https://www.link4.pl/
2G09JRQKLOG 3: =RHA=; R=1 o o . .
4 89Cf9< 3: =RHA=: R=| 5RO B Warsaw 20.11.2015 100.00% 100.00% Non-life insurance https://www.tuwpzuw.pl/
5 Lietuvos Draudimas AB (Li\t/t;ILr:IaunSia) 31.10.2014 100.00% 100.00% Non-life insurance http://www.ld.It/
6 H<JG*#AFL#9F9K C; ABM 1] Riga, Latvia 30.06.2014 99.99% 99.99% Propertyinsurance.http://www.balta.lv/
7 PrJScC IC PZU Ukraine Kiev (Ukraine) | 01.07.2005 100.00% 100.00% Property insurancehttp://www.pzu.com.ua/
8 PrJSC IC PZU Ukraine Life Insurance Kiev (Ukraine) | 01.07.2005 100.00% 100.00% Life insurancehttp://www.pzu.com.ua/
9 |uAB PzU Lietuva Gyvybes Draudimas (Li\t/rl:S:;a) 26.04.2002 99.34% 99.34% Life insurancehttps://pzugd.it/
Consolidated companiesd Pekao Group
10 Bank Pekao SA Warsaw 07.06.2017 20.02% 20.02% Banking serviceshttps://www.pekao.com.pl/
11 Pekao Bank Hipoteczny SA Warsaw 07.06.2017 20.02% 20.02% Barking serviceshttp://www.pekaobh.pl/
12 Pekao Leasing sp. z 0.0. Warsaw 07.06.2017 20.02% 20.02% Leasing servicesttp://www.pekaoleasing.com.pl/
13 Pekao InvestmenBanking SA Warsaw 07.06.2017 20.02% 20.02% Brokerage servicesttp://pekaoib.pl/
14 Pekao Faktoring sp. z o0.0. Lublin 07.06.2017 20.02% 20.02% Factoring serviceshttps://w ww.pekaofaktoring.pl/
15 II?qe;g;:Zzwszechne VRIS S MERT RIS Sl Warsaw 07.06.2017 20.02% 20.02% Management of pension funds.
16 | Pekao Towarzystwo Funduszy Inwestycyjnych SA Warsaw 11.12.2017 20.02% 20.02% Creation, representing anehanagement of mutual funds.
https://www.pekaotfi.pl/tfi/
17 Centrum Kart SA Warsaw 07.06.2017 20.02% 20.02% Auxiliary financial servicesttp://www.centrumkart.pl/
18 | Pekao Financial Services sp. z 0.0. Warsaw 07.06.2017 46.819%" 46.819%" Transfer agenthttp://www.pekao-fs.com.pl/pl/
19 Pekao Direct sp. z 0. 0. Krakow 07.06.2017 20.02% 20.02% Call-center serviceshttps://www.pekaodirect.pl/



https://www.pzu.pl/grupa-pzu/spolki/pzu-sa
https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-zycie
https://www.link4.pl/
https://www.tuwpzuw.pl/
http://www.ld.lt/
http://www.balta.lv/
http://www.pzu.com.ua/
http://www.pzu.com.ua/
https://pzugd.lt/
https://www.pekao.com.pl/
http://www.pekaobh.pl/
http://www.pekaoleasing.com.pl/
http://pekaoib.pl/
https://www.pekaofaktoring.pl/
https://www.pekaotfi.pl/tfi/
http://www.centrumkart.pl/
http://www.pekao-fs.com.pl/pl/
https://www.pekaodirect.pl/
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Date of % of the share capital and % of votes
. obtainin held directly or indirectly by PZU
No. Name of the entity Regflfsi(t:zred control ? . Y Line of business and website
significant | 31 March 2020 |31 December 2019
influence
Consolidated companiesd Pekao Groupad continued
20 Pekao Property SA in liquidatiof Warsaw 07.06.2017 20.02% 20.02% Development activity.
21 FPB3 Media sp. z 0.0. in bankragy Warsaw 07.06.2017 20.02% 20.02% Development activity.
22 .=C9G $MF<MKR )9HALO9(f G( Warsaw 07.06.2017 20.02% 20.02% Business consulting
Asset management.
23 Pekao Investment Management SA Warsaw 11.12.2017 20.02% 20.02% . .
https://pekaotfi.pl/o -nas/pekacinvestmentmangament
24 Dom Inwestycyjny Xelion sp. z 0.0. Warsaw 11.12.2017 20.02% 20.02% Financial intermediation https://www.xelion.pl/
Consolidated companiesd Alior Bank Group
25) Alior Bank SA Warsaw 18.12.2015 31.93% 31.93% Banking serviceshttps://www.aliorbank.pl/
26 Alior Services sp. z 0.0. Warsaw 18122015 31.93% 31.93% Othe!' activity supporting financial services, excludimgsurance and
pension funds.
) . Leasing services.
27 | Alior Leasing sp. z 0.0. Wroclaw 18.12.2015 31.93% 31.93% https://www.aliorbank.pl/wlasna-dzialalnosc/aliorleasing.html
28 Meritum Services ICB SA %< 91 K@ 18.12.2015 31.93% 31.93% IT services.
29 Alior TFI SA Warsaw 18.12.2015 31.93% 31.93% Asse.t manage_mer_lt services and management of Alior SFIO subfunds.
https://www.aliortfi.com/
30 New Commerce Services spo.o. Warsaw 18.12.2015 31.93% 31.93% Sales of norbanking products, provision of a purchasing platform
31 Absource sp. z 0.0. Krakow 04.05.2016 31.93% 31.93% Service activity in the area of IT.
32 Serwis Ubezpieczeniowy sp. z 0.0. Katowice 30.01.207 31.93% 31.93% Brokerage activity.
58 Corsham sp. z 0.0 Warsaw 04.02.2019 31.93% 31.93% Business consulting
34 RBL_VC sp. z 0.0. Warsaw 07.11.2019 31.93% 31.93% Venture capital fund management activities
35 Harberton sp. z 0.0° Warsaw 19.02.2020 3193% n/a Business consulting
Consolidated companies8PZU Zdrowie Group
36 PZU Zdrowie SA Warsaw 02.09.2011 100.00% 100.00% Medical servicehttps://www.pzu.pl/pl/grupa-pzu/spolki/pzu-zdrowie
37 Centrum Medyczne Medica sp. z 0.0. f G; CJ] 09.05.2014 100.00% 100.00% Medical serviceshttp://cmmedica.pl/
38 |19F9LGIAME 3R<JGOAKCGOS Ciechocinek | 09.05.2014 99.09% 99.09% I, [ DR R B S EE S
http://www.sanatoriumkrystynka.pl/
39 - R.: <KAU: AGJKLOG 0 Grso Jaworzno 01.12.2014 100.00% 100.00% Medical serviceshttps://www.jaworzno.pzuzdrowie.pl/
Zdrowia ELVITAJaworzno Il spzo.o.
40 .sp\.]zs.:. S LSRREE LSOO LG AL T 9 RAKC9| 01.12.2014 57.00% 57.00% Medical serviceshttp://www.proelmed.pl/


https://pekaotfi.pl/o-nas/pekao-investment-mangament
https://www.xelion.pl/
https://www.aliorbank.pl/
https://www.aliorbank.pl/wlasna-dzialalnosc/alior-leasing.html
https://www.aliortfi.com/
https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-zdrowie
http://cmmedica.pl/
http://www.sanatoriumkrystynka.pl/
https://www.jaworzno.pzuzdrowie.pl/
http://www.proelmed.pl/
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Date of % of the share capital and % of votes
. obtaining held directly or indirectly by PZU
No. Name of the entity Regflfsi(t;red control / Line of business and website
significant | 31 March 2020 |31 December 2019
influence
Consolidated companiesdPZU Zdrowie Groups continued
41 Centrum Medyczne Gamma sp. z 0.0. Warsaw 08.09.2015 60.46% 60.46% Medical serviceshttp://www.cmgamma.pl/
42 Polmedic sp. z 0.0. Radom 30.11.2016 100.00% 100.00% Medical servics. https://www.radom.pzuzdrowie.pl/
43 | =FLJME +=<Q; RF= | 0y I I RUKL G;| 09.01.2018 100.00% 100.00% Medical serviceshttps://www.czestochowa.pzuzdrowie.pl/
44 Alergo+ =< 29 JFOO KHK R Ggd 29JFO(Q 31.01.2019 100.00% 100.M% Medical serviceshttps://www.tarnow.pzuzdrowie.pl/
45 FCM Zdrowie sp. z 0.0. Warsaw 03.06.2019 100.00% 100.00% Medical serviceshttps://fcmzdrowie.pl/
46 StaatOC9 KHg R GgG Warsaw 03.06.2019 100.00% 100.00% Medical serviceshttps://www.starowkanzoz.pl/
47 Tomma Diagnostyka Obrazowa SA . GRF 9] 09.12.2019 100.00% 100.00% Medical serviceshttps://tomma.com.pl/
48 Asklepios Diagnostyka sp. z 0.0. . GRF 9] 09.12.2019 100.00% 100.00% Medical services.
49 BonusDiagnosta sp. z 0.0. . GRF 9] 09.12.2019 100.M% 100.00% Medical services.
Consolidated companiesd other companies
M t of ion f .
50 | Powszechne Towarzystwo Emerytaine PZU SA Warsaw | 08.12.1998 100.00% 100.00% hninséﬁmnpguziﬁ;g:up“;iu PR
51 PZU Centrum Operacji SA Warsaw 30.11.2001 100.00% 100.00% Auxiliary activity associated with insurance and pension funds.
: Creation, repesenting and management of mutual funds.
52 | Towarzystwo Funduszy Inwestycyjnych PZU SA Warsaw 30.04.1999 100.00% 100.00% | % //WWWF:)ZU i, ml?qrupa o lgpolki o
Provisi f assist ices.
53 | PzU Pomoc SA Warsaw | 18.03.2009 100.00% 100.00% ré;!jg;;;2;?2;;32:2:5:;0WVDZUDomoc
54 PZU Finance AB (publ.) S(g)vizzz:; 02.06.2014 100.00% 100.00% Financial serviceshttps://www.pzu.pl/pl/grupa-pzu/spolki/pzu-finance
55 PZU Finanse Sp. z 0.0. Warsaw 08.11.2013 100.00% 100.00% Financial and accounting services.
56 | Tower Inwestycije Sp. z 0.0. Warsaw 27.08.1998 100.00% 100.00% E;;’:_'/(/’m”;;ﬂ‘l’/'g)q‘?ﬁS;a_tl';;z /";‘ggl:jﬁosvevgrf_i‘mgzjae
. Buying, operating, renting and selling real estate.
57 | ogrodowalnwestycje sp. z 0.0. Warsaw 15.09.2004 100.00% 100.00% tﬁﬁﬁ%ﬁow&iw&&éﬂwio&g °
58 Arm Property sp. z 0.0. Krakow 26.11.2014 100.00% 100.00% Purchase and sale of real estate.
59 Ipsilon sp. z o0.0. Warsaw 02.04.2009 100.00% 100.00% Provision of assisince services and medical services.

@



http://www.cmgamma.pl/
https://www.radom.pzuzdrowie.pl/
https://www.czestochowa.pzuzdrowie.pl/
https://www.tarnow.pzuzdrowie.pl/
https://fcmzdrowie.pl/
https://www.starowkanzoz.pl/
https://tomma.com.pl/
https://www.pzu.pl/pl/grupa-pzu/spolki/pte-pzu
https://www.pzu.pl/pl/grupa-pzu/spolki/tfi-pzu
https://www.pzu.pl/grupa-pzu/spolki/pzu-pomoc
https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-finance
https://www.pzu.pl/pl/grupa-pzu/spolki/tower-inwestycje
http://www.ogrodowainwestycje.pl/
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Date of % of the share capital and % of votes
. obtaining held directly or indirectly by PZU
No. Name of the entity Regflfsi(t;red control / Line of business and website
significant | 31 March 2020 |31 December 2019
influence
Consolidated companies other companies 8 continued
60 PZU Corporate Member Limited L?Si;m 28.09.2017 100.00% 100.00% Investment activity.
Consulting and trainilg services, development of technology innovation
to support technical and procedural security processes and risk
61 |PzULABSA Warsaw | 13.00.2011 100.00% 100.00% upp ' procedu urity p '
management.
https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-lab
62 Omicron BIS SA Warsaw 28.08.2014 100.00% 100.00% No business conducted.
63 LLC SOS Services Ukraine Kiev (Ukraine) | 01.07.2005 100.00% 100.00% Assistance services.
64 |PzU CASH sA Warsaw | 15.09.2017 100.00% 100000 | Other monetary intermediation
https://www.pzu.pl/grupa-pzu/spolki/pzu-cashsa
65 Tulare Investments sp. z 0.0. Warsaw 15.09.2017 100.00% 100.00% No business conducted.
Consolidated companiesd Armatura Group
Production and sale of radiators and sanitary fittings and administratior
66 JE9LMJY9 )J9COO 1 Krakow 07.10.199 100.00% 100.00% and management of the group.
https://www.kfa.pl/
67 Aquaform SA GJG<9 d 15012015 100.00% 100.00% Proc_iucnon and sale of bathroom accessories and fittings.
http://www.aquaform.com.pl/
P Anhausen
68 Aquaform Badprodukte GmbH in Liquidation (Germany) 15.01.2015 100.00% 10000% Wholesale trade.
_ Zhytomyr .
69 | MO>GJE 3CJ9AF= 625 (Ukraine) 15.01.2015 100.00% 100.00% Wholesale tradehttp://aquaform.org.ua/
. Prejmer
70 Aquaform Romania SRL . 15.01.2015 100.00% 100.00% Wholesale trale.
(Romania)
Consolidated companiesd mutual funds
71 PZU SFIO Universum Warsaw 15.12.2009 n/a n/a Investment of funds collected from fund members.
72 PZU FIZ Dynamiczny in liquidation Warsaw 27.01.2010 n/a n/a as above
73 .83 $'8 1=CLGXY9 , A=JM; ( Warsaw 01.07.2008 n/a n/a as above
74 .83 $'8 1=CLGJY , A=JIM; ( Warsaw 21.11.2011 n/a n/a as above
1S .83 $'8 CLQOOO , A=HM: O Warsaw 12.12.2012 n/a n/a as above
76 .83 $'8 CLQOOO , A=HM: Warsaw 19.11.2012 n/a n/a as alove



https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-lab
https://www.pzu.pl/grupa-pzu/spolki/pzu-cash-sa
https://www.kfa.pl/
http://www.aquaform.com.pl/
http://aquaform.org.ua/
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(in millions of PLN)

Date of % of the share capital and % of votes
. obtaining held directly or indirectly by PZU
No. Name of the entity Regflfsiézred control / Line of business and website
significant | 31 March 2020 |31 December 2019
influence
Consolidated companiesd mutual funds & continued
77 PZU FIO Globalny Obligacji Korporacyjnych Warsaw 30.05.2016 n/a n/a as above
78 PZU FIZ Akcji Combo Warsaw 09.03.2017 n/a n/a as above
79 AF. 83 ' FO=KLQ; BA - KLJG( Warsaw 10.04.2018 n/a n/a as above
80 inPZU Obligacje Polskie Warsaw 10.04.2018 n/a n/a as above
81 inPZU Akcje Polskie Warsaw 10.05.2018 n/a n/a as above
82 AF. 83 C; BA 0QFCOO 0GR(Q Warsaw 10.05.2018 n/a n/a as above
83 AF. 83 -:DA?9; BA 0QFCOO Warsaw 10.(5.2018 n/a n/a as above
84 AF. 83 -:DA?9; BA 0QFCOO Warsaw 10.05.2018 n/a n/a as above
AF. 83 %GD<E9F 19; @K ;4
85 5K: @G<Rn: Q: @ Warsaw 28.10.2019 n/a n/a as above
inPZU Goldman Sachs ActiveBeta Akcje
86 E-JQC9| K@A1@BOTMGQ: Warsaw 28.10.2019 n/a n/a as above
87 inPZU Akcje CEE plus Warsaw 28.10.2019 n/a n/a as above
Associates
88 %13 . GEG; %OJFA; RQ ) DM: Gliwice 08.06.1999 30.00% 30.00% Insurance administration http://gsupomoc.pl/
89 CPF Managemerit T\?i:tg;()ilr?]s?;lrgljg 07.06.2017 8.01% 8.01% Consulting and business activityno business conducted.
90 PayPo sp. z 0.8 Warsaw 15.11.2018 6.39% 6.39% Financial serviceshttps://paypo.pl/
91 Sigma BIS SA Warsaw 03.10.2019 34.00% 34.00% Advertising activity.

YPZU directly holdsa 33.5% equity stake in Pekao Financial Services sp. z 0.0. while Pekao holds 66.5%.

2. F o

+9J; @ FPRpx

L @=

eSEAsBEr@A K DAl MA<9LAGF HJG;

3 Additional information is presented in iten1.3.1

92 @=

>MF<K .83

$' 8

1=CLGJ?9

, A=JM; @GEGI ; A 9F< .83

respective funds was 18 for each fund as at 31 March 2020 and as at 31 December 2019.

% =C9GAK 9KKG; A9L=J] AF

® DAGJ 9KKG; A9L=J] AF

9FCAK

O@A; @ AL

O@A; @ AL @GD<K 9

$' 8

@GD< K ®Boafd RegoBnizés thit the Bz Group Gds Kignifidsint iRflueDd@ Gverlth@<ompad)3
Py PRPR6

K L 9 Chagssignifi€aRtknfiukede-olelr tBiscmpan@=

+9F9?=E=FL

. 83

+9F9?=E=FL

G9J<

1 = C idaBed)Subsidkary Eavhpa@eestablished unbder coiGrirercisl Jalv aslsi@siphrposeAvEhitleshdse unberdin theANAL Q L

J=; G?FAR=K L@9L
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Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020

(in millions of PLN)

1.3 Changes in the scope of consolidation and structure of the PZU Group

Detailed accounting rules applicable to the recognition of acquisition transactions are presented in the consolidated fialanci

statements for 2019.

1.3.1.  Acquisitions of companies

On 19 Ebruary 2020, Alior Bank acquired 100 shares worth PLN 50 each constituting a 100% stake in Harberton sp. z 0.0. from

Blackstone sp. z 0.0. Holdings sp.k.

1.3.2. Transactions under joint control

On 2 January 2020, the merger of Centrum Medyczne Medica sp. DAd. @ 1 H=; B9DAKLQ; RF9

+#" A KHg R GGy 09K

sp. z 0.0. as the surviving entity assumed all the rights and obligationstbES B9 DAKL Q; RF 9

sp. z 0.0.

J=?AKL=J=< AF

The combination had no effect on the consolidated financial statements.

1.4 Non-controlling interest

. JRQ; @G<

L@= 0=?AKL=J G> ! GEE=J; A9C
. JRQ; @F<HRA9

The table below presents subsidiaries with certain n@ontrolling interest (at present or in thpast):

Name of the entity

PekaoV
Alior Bank?

.JR=<KAU: AGJKLOG 3KfM?z06.=<Q; RFQ; @ . O -

Centrum Medyczne Gamma sp. z 0.0.

19F9LGIJAME 3RXQIGODBRCEGA=KHEK

PZU LT GD
AAS Balta

Y As aresult, PZU also holds nonGFL J GDDAF ?
2 As aresu| PZU also holdsnon GFLJ GDDAF ?

Carrying amount of non-controlling interests

AFL=1J
AFL=1J

31 March 2020 31 December 2019

79.98% 79.98%
68.07% 68.07%
43.00% 43.00%
39.54% 39.54%
R Gk Gg 0.91% 0.91%
0.66%) 0.66%
0.01% 0.01%

KLK AF . =-®@@AK KM: KA<A9JA=K DAKL=< AF

L @=

KLK AF DA GsdctionR2F CAK KM: KA<A9JA=K DAKL=< AF

31 March 2020

31 December 2019

Pekao Group
Alior Bank Group
Other

Total

\_/

=N
( \
\ )

18,96
4,476
6
23,443

18,83
4,430
6
23,119

. J

L9: L
L @=



Presented below is condensed financial information for the Pekao Group and the Alior Bank Group included in the consolidated
financial statements (without consolidation eliminations). Thdata of the Pekao Group and the Alior Bank Group incorporate
the effect of adjustments resulting from the measurement of assets and liabilities to fair value as at the date control was
acquired and their subsequent amortization over time.

. GOKR=; @FQ 89Cf9< 3: =RHA=; R=I 1HOfC9 C; QBF9 %J GMH
Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020

(in millions of PLN)

Pekao Groyp Alior Bank Group

Assets
31 March 2020 | 31 December 2019] 31 March 2020 | 31 December 2019
Goodwill 692 692 - -
Intangible assets 1,711 1,683} 638 644
Other assets 102 45 60 35
Property, plant and equipment 2,100 2,112 742 764
Entities measured by thequity method - 5 10
Loan receivables from clients 142,829 139,464 55,954 55,368
Financial derivatives 5,941 2,457 803 508
Investment financial assets 50,121 48,338 14,269 15,996
Measured at amortized cost 21,058 15,743 5,025 5,387
Eﬂoﬁzféﬁgnﬁi‘za’i‘ﬁeﬂm“gh el 27,752 31,167 9,123 10,438
Measured at fair value through profit or loss 1,311 1,428 121 171
Deferred tax assets 1,205} 1,087 1,156 1,178
Receivables 2,457 1,956} 697 667
Cash and cash equivalents 10,138 5,463 1,943 1,319
Assets held for sale 16 16 - -
Total assets 217,312 203,313 76,267 76,489

Pekao Group Alior Bank Group
Equity and liabilities
31 March 2020 | 31 December 2019] 31 March 2020 | 31 December 2019

Equity
Equity attributable to equity holders of the Pant 23,707 23,360 6,576 6,508

Share capital 262 262 1,306 1,306

Other capital 20,706 20,510 5,628 5,637

Retained earnings 2,739 2,588 (358) (435)
Non-controlling interest 12 12 - -
Total equity 23,719 23,372 6,576 6,508
Liabilities
Subordinated liabilities 2,788 2,764 1,804 1,794
Liabilities on the issue of own debt securities 5,054 6,322 2,816 2,951
Liabilities to banks 6,998 6,097 555 437
Liabilities to clients under deposits 166,133 156,689 62,165 62,433
Derivatives 6,118 2,649 477 369
Other liabilities 5,503 4,576 1,596 1,618
Provisions for employee benefits 401 401 29 29
Other provisions 569 414 248 349
Deferred tax liability 29 30 1 1
Total liabilities 193,593 179,941 69,691 69,981
Total equity and liabilities 217,312 203,313 76,267 76,489
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%J GMH

R L PZU Group
. ) L Elimination of | Elimination of .
Consolidated profit and loss account PZU Grou Elimination of DAGJ consolidation without
for the period from 1 January to 31 March 2020 Pl. =cocGaA . Pekao and
data adjustments :
Alior Bank
Gross written premiums 6,097 - - 8 6,105
0=AFKMJ=JKA K@9J= AF ?JGKK (156), - - - (156)
Net written premiums 5,941 - - 8 5,949
Movement in net provision for unearned premiums (179) - - 3 (182)
Net earned premium 5,762 - - 5 5,767
Revenue from commissions and fees 1,019 (710) (265) 30 74
Interest income calculated using the effective interest rate 2,996 (1,681 (945) 11 381
Other net investment income - 27) 144 2 119
Result on derecognition of financial instruments and 75 (48) (30) ) @3)
investments
Movgment in aIIowancgs for.expected credit losses and (660) 353 297 ) (10)
impairment losses on financial instruments
Net movement in fair value of assets and liabilities measu (555) (13) (159) ) (727)
at fair value
Other operding income 320 (42) (50) 14 242
Claims, benefits and movement in technical provisions (3,491 - - 1) (3,492)
O:AFKMJ__zJKA K@9J= AF ; D9AH 210 ) ) ) 210
technical provisions
Net insurance claims and benefits (3,281) - - (2) (3,282)
Fee and commission expenses (235) 108 128 Q) -
Interest expenses (485) 287 175 4) (27)
Acquisition expenses (835) - - (23) (858)
Administrative expenses (2,679 840 391 7) (455)
Other operating expenses (1,786 644 189 490" (463)
Operating profit (loss) 656 (289) (125) 516 758
Share of the net financial results of entities measured by t
: @ - - - @
equity method
Profit (loss) before tax 655 (289) (125) 516 757
Income tax (366) 138 48 - (180)
Net profit (loss) 289 (151) (77) 516 577

Yincluding impairment loss on goodwill (in the amount of PLN 516 million) arising from the acquisition of Alior Bank. Moreniation on this matter is presented in

section8.16.1
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%J GMH

Consolidat.ed profit and loss account Elimination of Elimination of EIiminqtion of PvzviLtJhSLTt)up
for the period from 1 January to 31 March 2019 PZU Group _ < DAGJ consolidation

. =C9GA . Pekao and
(restated) data adjustments Alior Bank
Gross written premiums 5,901 - - 2 5,903
RRAFKMJI=JKA K@9J= AF ?JGKK (102) - - - (102)
Net written premiums 5,799 - - 2 5,801
Movement in net provision for unearned premiums (207) - - 2 (205)
Net earned premium 5,592 - - 4 5,596
Revenue from commissions and fees 961 (668) (263) 22 52
Interest income calculated using the effective interest rate 2,859 (1,595 (2,000 6 270
Other net investment income 194 (53) (92) 2 51
iF;\e;zlsjIttn:)gn?serecognition of financial instruments and 53 (53) 24) @) 26)
Movgment in allwvance§ for gxpected credit losses and (342) 113 280 ) 51
impairment losses on financial instruments
Qlteftari\:?/\;(legent in fair value of assets and liabilities measu 254 11 59 2 326
Other operating income 274 (38) (38) 10 208
Claims, baefits and movement in technical provisions (4,111 - - - (4,111)
?echrﬁcillzr,gv\i]sion\]s ©hoRes AT BEAE 153 ) ) ) 153
Net insurance claims and benefits (3,958) - - - (3,958)
Fee and commission expenses (174) 84 90 - -
Interest expenses (525) 295 193 4) (41)
Acquisition expenses (793) - - (20) (813)
Administrative expenses (1,620 823 391 9) (415)
Other operating expenses (1,286 654 211 (11) (432)
Operating profit (loss) 1,489 (427) (193) - 869
Share of the nefinancial results of entities measured by th
equity method @) ) ) ) @)
Profit (loss) before tax 1,487 (427) (193) - 867
Income tax (475) 191 83 - (201)
Net profit (loss) 1,012 (236) (110) - 666
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Pekao Group Alior Bank Group
Statement of comprehensive income 1 January 3; ;\Jll?rzﬁrg(?w 1 January 1 January
31 March 2020 31 March 2020 31 March 2019
(restated)
Net profit 151 236 7 110
Other comprehensive income 197 41 (20) (48)
Subject to subsequent transfer to profit or loss 206 40 (33) (59)
Valuation of debt instruments (120) (24) (131) (59)
Measurement of loan receivables from clients (12) 9 - -
Foreign exchange translation differences - - Q) -
Cash flow hedging 338 55 99 -
Not to be reclassified to profit or loss the future 9) 1 23 11
Valuation of equity instruments 9) 1 23 11
Total net comprehensive income 348 277 67 62
Pekao Group Alior Bank Group
Cash flow statement 1 January 8 1 January ¥ 1 January 8 1 January 8
31 March 2020 31 March 2019 31 March 2020 31 March 2019

Net cash flows from operating activities 8,606 452 (820) (390)
Net cash flows from investing activities (2,792) (5,118 1,591 (33)
Net cash flows from financing activities (2,215) (499) (186) (13)
Total net cash flows 4,599 (5,165) 585 (436)

Neither Pekao nor Alior Bank paid out any dividends in the period from 1 January to 31 March 2020 or from 1 January to 31
March 2019.

2. Shareholder structure

K 9L L@= <9L= G> ; GFN=QAF? L @AK H=J A cGoasideratidnthd gharehflders i AtK K @9 J
least 5% of the votes at the PZU Shareholder Meeting is as follows:

Percentage held in the share capital and in
the total number of vot es at the
Shareholder Meeting

Number of shares and votes at

No. 1@9J=Q@CD<=JAK F9 the Shareholder Meeting ¥

1 State Treasury 295,217,30 34.1875%
2 Other shareholders 568,305,70 65.8125%
Total 863,523,000 100.00%

Y According to the Current Report No. 22/2019 on the list of shareholders holding at least 5% of the numbetesfatdhe PZU Extraordinary Shareholder Meeting
that took place on 6 September 2019.

2.1 ' @9 F?=K AF L@= GOF=JK@AH KLJM;, LMJ= G> KA?FA>A; 9FL

In the period from 1 January 2020 to the date of conveying this periodic repmotsignificant changes have taken place in the
ownership structure of PZU shares.
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2.2 Shares or rights to shares held by persons managing or supervising PZU

As at the date of conveying this periodic report and as at the date of conveying the annual rego20fl9 (i.e. 12 March 2020),
Tomasz Kulik, a PZU Management Board Member, held 2,847 PZU shares. Other members of the Management Board,
Supervisory Board or the Directors of the PZU Group held no PZU shares or rights to PZU shares as at the date ofgctiisey
periodic report and as at the date of conveying the annual report for 2019.

3. Composition of the Management Board, Supervisory Board and PZU Group
Directors
3.1 | GEHGKALAGF G> L@= H9J=FL ; GEH9FQAK +9F9?2=E=FL G9

From 1 January 2020, the PZU ManagemBoard consisted of the following persons:

. 90=f 138WdksHort & the PZU Management Board;

Aleksandra Agatowska Member of the PZU Management Board;

Adam Brzozowskd Member of the PZU Management Board;

Marcin Ecker® Member of the PZU Management Board;

#DG: A= L-D; @d R&Kamb@ d the PZU Management Board;

Tomasz Kuliks Member of the PZU Management Board;

Maciej Rapkiewicd Member of the PZU Management Board;

+9 f ? GJ R9 L 8MeinBexoftiekPZI9 Management Board.

On 19 February 2020, Aleksandra Agatowska tendered her resigmditom being a PZU Management Board Member as of the

same date.

-F pl' +9J; @ I'PI'PJ] .90=f 1MJOOCY9 L=F<=J=< @AK J=KA?F9LAGF AF
capacity of President of the PZU SA Management Board as of the satee da

-F pl +9J; @ TI'RI'PJ] L@= .83 1MH=JNAKGJQ G9J<4 @QEL£GHILG< LB=J=R
Management Board and entrust her with discharging the function of the President of the PZU SA Management Board provided

that she obtains tle consent of the Polish Financial Supervision Authority (KNF). Until the consent of the KNF referred to above is

G: LI9AFE=<1]] =D @9f 9 GAFGOKERIMKL=< OAL@ :=AF? L@= 9;LAF? .J=K.
permissible by the pertineh regulations. The resolution came into force on the date of its adoption. This appointment took

place on 12 March 2020 for a joint term of office spanning the three full financial years from 2020 to 2022.

On 12 March 2020, the PZU Supervisory Board adopt 9 J=KGDMLAGF LG 9HHGAFL +9f?GJRI9LY9
and entrust her with discharging the function of a PZU SA Management Board Member. The resolution came into effect at the
moment it was adopted and the appointment was to be for a jotetm of office spanning the three full financial years from 2020

to 2022, effective as of 1 June 20ZIn 15 April 2020, the PZU Supervisory Board adopted a resolution repealing the resolution of

pl' +9J; @ TPI'P GF L @= 9HHGABMé&agerentBoard+9 f ?GJR9LY9 )GL LG L@= . 8

1
1
1
1
1
1
1
1

On 15 April 2020, the PZU Supervisory Board adopted a resolution to appoint Ernest Bejda to the PZU Management Board and
entrust him with discharging the function of being a PZU SA Management Board Member. The resolution came ietorficitre

date of its adoption. This appointment took place with effect as of 4 May 2020 for a joint term of office spanning theftiiree
financial years from 2020 to 2022.

29



. GOKR=; @FQ 89Cf9< 3: =RHA=; R=I 1HOfC9 C; QBF9 %J GMH pZu
Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)

From 4 May 2020 to the date of conveying this periodic report, the PZU ManageBoamd consisted of the following persons:
i =9L9 ) & RFEAKEMesident of the PZU Management Board;
1 Ernest Bejda Member of the PZU Management Board;

1 Adam Brzozowskd Member of the PZU Management Board;

1  Marcin Eckert Member of the PZU Megement Board;

1 #DG: A=LD; @d RK&TWbE of the PZU Management Board;

1  Tomasz Kulik Member of the PZU Management Board;

1 Maciej Rapkiewicd Member of the PZU Management Board;

T +9f?GJR9 L 9MeinSeroittiekPZI9 Management Board.

3.2 CompositionG> L @= H9J=FL ; GEH9FQAK 1MH=JNAKGJQ GO9J<

From 1 January 2020, the PZU Supervisory Board consisted of the following persons:
1 +9; A=B dS@Hrdor Board Chairman;

1 . 90=f @®NpervisayBoard Deputy Chairman;

1  Alojzy Nowald Supervisory BoarSecretary;

T +9J; AF | @fupervRotyl BEa@AMember;

1 ?29L9 %GQupErdsprZBoard Member;

1 0G: =JL ( 9SUpedviBot Bea Member,

T Tomasz Kuczud Supervisory Board Member;

1 #DG: A=L 9 -Ziemack’ESup&rdsry Board Member;

i KrzysztofOpolskid Supervisory Board Member;

T 0 G: =J L 3SupeAiko§/ Board Member;

1 Maciej Zaborowsk# Supervisory Board Member.

On 21 April 2020, Alojzy Nowak tendered his resignation from being a PZU Supervisory Board Member as of 21 April 2020.

On26 MayRI'RJ] L@= 1@9J=@GD<=J +==LAF? G> .83 9HHGAFL=< (OR=> B5A
came into force upon its adoption.

From 26 May 2020 to the date of conveying this periodic report, the PZU Supervisory Board consisted of twenfppersons:
+9; A= B dSaeEnAdori Board Chairman;

1
f
1
1
f
1
1
f
1
1
f

.90=f

+9J; AF

?9L9

0G:

=JL

@WENPpervisaLyBoard Deputy Chairman;
| @fuperviRodyl BEa@lMember;
%8QUpErAsprg Board Member;
( 9 SUhedviBody :Béad Member;

Tomasz Kuczud Supenisory Board Member;
#DG: A=L 9 -ZiemackaasBLpérdsbry Board Member;

Krzysztof Opolské Supervisory Board Member;
0 G: =J L 3SupeAitotyBoard Member;
( OR=>

5 A &Slperviehq Bdaad Member;

Maciej Zaborowsk# Supervisory Board Member.
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3.3 PZU Group Directors

Apart from Management Board Members, key managers in the PZU Group also comprise PZU Group Directors.

From 1 January 2020, the following persons were PZU Group Directors:
1 <9E JRGRGOKCA ©0.83 ] Q; A=6H
1 9JLfGEA=B *ALOAI ; RMC 0.836H

T Dorota Macieja (PZU);

f OGE9F .9f9; 0.8306%4

#>>=; LAN= 9K G> npr

+9J; @ PP/l 0OGE9F .9f9; 09K <AKEAKK=<
In 2020, the following were appointed to the position of PZU Group Director: Aleksandra Agatowska (as of 20 etfipay,

+9f?2GJR9LY9 )GL O9K G> pbh HIJAD T'RI'RS6 9F< #JF=KL =B<9

As at the date of conveying this periodic report the following persons were PZU Group Directors:

1  Aleksandra Agatowska (PZU);

1 #JF=KL =B<9 O0.83 | Q; A=0H

1  Adam Brzozowski (PZUQ; A=06H

9 +9f?GJR9LY9 )GL ©6.8306H

1 9JLfGEA=B *ALOAI ; RMC 0.836H

1 Dorota Macieja (PZU).

4, Key accounting policies, key estimates and judgments

Detailed accounting policies and critical estimates and judgments are presented in the consolidated financial staternéthe

PZU Group for 2019.

The accounting policies and calculation methods used in these condensed interim financial statements are the same as those

usedin the consolidated financial statements of the PZU Group for 208%cept for the changes describdxtlow.

By preparing the condensed interim financial statements, the PZU Group took into account the economic conditions (such as

market prices, interest rates or exchange rates) in effect as at the balance sheet date.

4.1 Amendments to the applied IFRS

4.1.1. Standards, interpretations and amended standards effective from 1 January 2020

The following changes in standards were applied to the consolidated financial statements.

Standard/interpretation Approv_mg Commentary
regulation
The amended conceptual assumptions contain several new concepts pertaining
measurement, they incorporate the updated definitions and criteria for recognizing ass
and liabilities and the guidelines for reporting financial results. Moreover, theyntin
Amendments to the 2019/D75 explanations of various significant areas, such as the role of management, prudence

framework

measurement uncertainties in financial statements.

2 @= 9E=F<E=FLK @9< FG KA?FA>A; 9FL AF>DN
statements.

(31)

>J G

09K G>
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Standard/interpretation

Approving
regulation

Commentary

Amendmentsto IAS 1 and
IAS & definition of
materiality

Amendments to IFRS 9
and IFRS 3reform of the
interest rate benchmarks

Amendment to IFRS 3
Businesscombinations

2019/2104

2020/34

2020/551

According to the new definition, information is material if one may justifiably expect that i
is overlooked, distorted or concealed this may affect the decisions made by the main use
financial statements on the basis of these financial statements.

2@= ; @9F?= OADD FGL 9>>=
statements.

This amendmentrequires the preparation of qualitative and quantitative disclosures

=F9: D= MK=JK G> >AF9F; A9D KL9L=E=FLK LG

affected by uncertainty arising from the benchmark interest rate reform. The amendme
introduce temporary derogation from specified hedge accounting requirements so that
reform of interest rate indices does not cause termination of hedging relationships. The
=P; =HLAGFK 9HHDQ LG L@= J=I1MAJ=E=FLK/N L
components, prospective assessments, retrospective effectiveness assessments

reclassification of the cash flow hedge provision.

L LG 9 E9L=JA

The change did not have a material effect on the consolidated financial statements.

The amendments aim to state precisely the difference between the acquisition of a busine
and an asset acquisition.

2@= 9E=F<E=FLK <A< FGL 9>>=;L L@= .83 %J
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4.1.2.  Standards, interpretations and amended standards not yet effective

1 Absence of standards and interpretations approved by the regulation of the European Commission

1 Not approved by the European Commission:

Name of standard/
interpretation

Date of issue by IASB

Effective date
(according to IASB)

Commentary

IFRS 13Insurance contracts

18 May 2017

1 January 2023

The purpose of the standard is to establish the uniform accounting policy for all types of insurance contracts, includin
reinsurance contracts held by the insurer. Introductioof this unified standard should ensure comparability of financial repol
between different entities, states and capital markets.

The new standard defines insurance contract as a contract under which one entity accepts significant insurance risk frc

policyholder by agreeing to compensate the policyholder if a specified uncertain future event adversely affects the poligyh

The scope of the standard does not cover, among others, investment contracts, product warranties, loan guarantees, catas

bonds and secalled weather derivatives (contracts requiring payment based on the climatic, geological factor or another phy

variable that is not specific to the party to the contract).

The standard introduces a definition of contract boundary, deifig its beginning as the beginning of coverage, the date when 1

premium becomes due, the moment when facts and circumstances indicate that the contract belongs to the group of on

contracts - whichever is earliest. The end of the contract boundawgcurs when the insurer has the right or practical ability
reassess the risk for a particular policyholder or a policy group, and the premium measurement does not cover the risld rielé
future periods.

In accordance with IFRS 17, contracts will ineasured by one of the following methods:

1  General Measurement Model, GMMhe basic measurement model, wherein the total value of the insurance liability
calculated as the sum of:

o} discounted value of the best estimate of future cash flowexpected probability-weighted) cash flows from premiums
claims, benefits, acquisition expenses and costs,

o} risk adjustment, RA individual estimate of the uncertainty related to the quantity and time of the future cash flo\
and

0 contractual service margin (CSM)representing an estimate of future profits recognized during the policy term. 1
CSM value is sensitive to changes in estimates of cash flows, resulting e.g. from changeztooomic assumptions
CSM cannot be a negative valdeany losses on the conéict shall be recognized immediately in the profit and lo
account;

1  premium allocation approach, PAAa simplified model which can be applied to measurement of insurance contracts with
coverage period below 1 year or where its application does notdéa significant changes in relation to GMM. In this moc
liability for remaining coverageis analogous to the provision for unearned premiums mechanism, without separ
presentation of RA and CSM, while the liability for incurred claims is measuretjuktie GMM (without calculating CSM).

1 variable fee approach, VFAmodel used for insurance contracts with direct profit sharing. The liability value is calculate
the same manner as in the GMM, the CSM value is additionally sensitive to changeson@c@assumptions.

IFRS 17 provides for separate recognition of reinsurance contracts from reinsured insurance contracts. The cedent shalten

©
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Name of standard/ Effective date

interpretation Date of issue by IASB (according to IASB) Commentary

reinsurance contracts by the modified GMM method or, if possible, by the PAA method. Modifications of thMen@thod arise
above all from the fact that reinsurance contracts are usually assets, not liabilities, and the cedent pays a remunerattoe
reinsurer rather than deriving profits from the contract. Modifications are also supposed to reduce discrepanaiising from
separate recognition of the reinsurance contract from reinsured insurance contracts.

In the case of reinsurance contracts, both the profit and the loss calculated as at the contract recognition are recognitieel
statement of financialposition and settled through the reinsurance coverage period. The assumptions for reinsurance con
measurement shall be consistent with those used for reinsured insurance contract measurement. In addition, measuremen
take into account the riskhat the reinsurer fails to fulfill its obligations.

In mid-2018, the PZU Group formally launched project work to implement a standard in all PZU Group insurance companies.

of the project, PZU Group works, among others, on:

1 analyzing the gap inxsting IT processes, tools and systems;

1 determining new components necessary to be implemented in processes and areas which will be significantly affected
implementation of IFRS 17;

1  analyzing the current product offer in terms of segmentation apdnciples of measurement in accordance with IFRS 17;

1  work related to the selection of a system to support the reporting process in accordance with the requirements of IFRS 1

As at the date of conveying these consolidated financial statements, the EeaspCommission has not endorsed the standard a
the IASB is continuing its efforts aimed at giving the standard its final shape.

The PZU Group is carrying out project work related to the implementation of the standard. At the present stage of the I
AEHD=E=FL9LAGF HJGB=;LJ] AL AK AEHGKKA: D= LG =KLAE9L = cdn@
and equity.

Theamendment specifies that, when determining the right to defer settlement of a liability the conditions in place at the etfteof
Amendment to IAS & reporting period should be taken into account and that the classification is unaffected by intentions or expectations t@isgehe
classification of liabilities as 23 January 2020 1 January 2023 right to defer settlement of a liability.

current or noncurrent
2@= 9E=F<E=FLK <A< FGL 9>>=;L L@= .83 %JGMHAK ; GFKGDA<9

In summary, in the opinion of the PZU Group, the introduction of the above standards and interpretations (except rUFRvill have no material effect on the accounting principles applied by
the PZU Group.
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4.2 Explanation of the difference between the 2019 annual consolidated financial statements and these
consolidated financial statements

To reflect better the economic rtarre of transactions, the presentation changes described in subsequent paragraphs have been
made.

4.2.1. Change of presentation of interest income calculated using the effective interest rate

The interest income calculated using the effective interest rate, wllic @9 K KG >9J c==F HJ=K=FL=< AF
was allocated to a separate item in the consolidated profit and loss account.

4.2.2. Change of presentation of provisions for guarantees and sureties given

Recognition and reversal of a provision for guaraes and sureties given, which were presented separately in other operating
=PH=FK=K 9F< GL@=1J GH=J9LAF? AF,; GE=J] J=KH=; LAN=DQ/Jl 9J= HJ=k
expected credit losses and impairment losses on financial IME = F L KA AL =E¥y

4.2.3. Change of presentation of measurement of loan receivables from clients measured at fair value
through other comprehensive income

2@= NODM9LAGF G> DG9FK E=9KMJ=< 9L >9AJ N9DM= L @liaM2Hd&dt GL @=1J

AFKLIJME=FLK E=9KMJ=< 9L >9AJ N9DM= L@IGM?@ GL@=J ; GEHJ=@=FKA
separate item of other comprehensive income.

4.2.4.  Change of presentation of financial liabilities
Subordinated liabilities liabilities on the issue of own debt securities, liabilities to banks, liabilities to clients under deposits and
L@= F=?29LAN= NO9DM9LAGF G> <=JAN9LAN=K O=J= HJIJ=K=FL=< AF L@

statements. In orer to increase the usefulness of the accounts, in the condensed interim consolidated financial statements they
are presented as separate items of the statement of financial position.

4.2.5. Change of presentation of expenditures on leases

Expenditures on leasesvere presented in cash flows from financing activities, in the same way as in the 2019 consolidated
financial statements, rather than in investing activities.
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4.2.6.

The following tabks present the impact of the aforementioned changes on the individual items of the consolidated financial

Impact exerted by the differences on the consolidated financial statements

statements.
1 January 8 1 January 8
Consolidated profit and loss account 31 March 2019 Adjustment 31 March 2019
(historical) (restated)
Interest ncome calculated using the effective interest rate n/a 2,859 2,859
Other net investment income n/a 1949 194
Net investment income 3,053} (3,053 n/a
:\(A)s:::s:tﬁ:]aill?;\{?:gtfjr;irnzpeded credit losses and impairmg (339) 3)? (342)
Other operating income 369 (95)? 274
Other operating expenses (1,384 982 (1,286)
Net profit, including: 1,012 - 1,012
- profit attributable to the equity holders of the Parent Company 747 - 747
- profit (loss) attributed to hdders of norrcontrolling interest 265 - 265
Y Change described in itert.2.1
2 Change described isection4.2.2
1 January 8 1 January 8
Consolidated statement of comprehensive income 31 March 2019 Adjustment 31 March 2019
(historical) (restated)
Other comprehensive income 123 - 123
Subject to subsequent transfer to profit or loss 54 - 54
Valuation of debt instruments (13) 9)® (22)
Measurement of loan receivables from clients n/a 99 9
Total net comprehensive income 1,135 - 1,135
¥ Change described isection4.2.3
. N 31 December 2019 . 31 December 2019
Equity and liabilities S Adjustment
(historical) (restated)
Total equity 39,288 - 39,288
Liabilities
Technical provisions 47,329 - 47,329
Subordinated liabilities n/a 6,700 6,700
Liabilities on the issue of own debt securities n/a 9,273 9,273
Liabilities to banks n/a 6,604" 6,604
Liabilities to clients under deposits n/a 218,588" 218,588
Derivatives n/a 3,018 3,018
Other liabilities 8,069 2,307% 10,376
Provisions for employee benefits 534 - 534
Other provisions 867 867
Deferred tax liability 734 - 734
Financial liabilities 246,490 (246,4909 n/a
Liabilities related directlyto assets classified as held for sale 29 - 29
Total liabilities 304,052 - 304,052
Total equity and liabilities 343,340 - 343,340

4 Change described isection4.2.4
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1 January 8 1 January 8
Consolidated cash flow statement 31 March2019 Adjustment 31 March 2019
(historical) (restated)
Cash flow from investing activities (7,351 62 (7,289)
Expenditures (233,173 62 (233,111)
- expenditures on leases (62) 625 n/a
Cash flows from financing activities (411) (62) (473)
Expenditures (38,162 (62) (38,224)
- expenditures on leases n/a (62)® (62)
Total net cash flows (6,783) (6,783)
4 Change described isection4.2.5
5. Information about major events that materially influence the structerof

financial statement items

In the 3month period ended 31 March 2020, the following material events caused significant changes in the structure of

financial statement items:

1 As aresult of the performed impairment tests, the PZU Group decided to reegan impairment loss on goodwill arising
from the acquisition of Alior Bank in the amount of PLN 516 million (additional information is presentesgdtion8.16.J);

1 worse conditions on the financial market due to the COMI®pandemic. More information on this matter is presented in

section16.3

6. Corrections of errors from previous years

During the 3month period from 1 January to 31 March 2020, no corrections of errors from previous years were made

7. Material events after the end of the reporting period

7.1.1. COVIDB19 pandemic

The COVIR9 pandemic is a significant event, which began during the reporting period and which continues to affect the
financial standing of the PZU Group after the reporting periddore information on this matter is presented gection16.3

7.1.2.  Approval of the base prospectus for the Alior Bank bond offering program

F +9Q FRIPJ ), $ 9HHIGN=<

L @=

DAGJ

9FCAK

c 9K=

HIJGKH=; LMK HJ

1 the program offering in the territory of Poland unsecured bearer bonds with nominal value of at least PLN 100 each and the
total maximum nominal value up to PLN 1,500 million, established by Alior Bank under the-fermg Alior Bank bond issue
program with themaximum nominal value up to PLN 5,000 million; and

1 the intention to apply for admission and introduction of respective borgries into trading on the regulated market for

<=:L K=; MJALA=K OEQ9AF

E9JC=L

GJ H9J9DD=D

Stock Exchange) or the regulated market for debt securities operated by BondSpot SA.

(37)

E9JC=LO

GH=J9L=<



. GOKR=; @FQ 89Cf9< 3: =RHA=; R=1 1HOf C9

C: QBF9 %J GMH

Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020

(in millions of PLN)

8. Supplementary notes to the condensed interim consolidated financial
statements
8.1 Gross written premiums
Gross written premiums 1 January s 1 January s
31 March 2020 31 March 2019
Gross written premiums in notife insurance 3,881 3,809
In direct insurance 3,88 3,803
In indirect insurance 1 6
Gross written premiums in life insurance 2,216 2,092
Individual insurance premiums 457 359
Individually continued insurance premiums 511 505
Group insurance premiums 1,248 1,228
Total gross written premiums 6,097 5,901
Gross written premium in direct non -life insurance i «
(by accounting classes prescribed bysection Il of the attachment to the Insurance 1 January s 1 January s
Activity Act) 31 March 2020 31 March 2019
Accident and sickness insurance (group 1 and 2) 237 182
Motor third party liability insurance (group 10) 1,390 1,435
Other motor insurance (group 3) 974 1,005
Marine, aviation and transport insurance (groups 4, 5, 6, 7) 38 20
Insurance against fire and other property damage (groups 8 and 9) 783 740
TPL insurance (groups 11, 12, 13) 240 238
Credit and suretyship insurance (groups 14, 15) 20 20
Assistance (group 18) 151 126
Legal protection (group 17) 3 8
Other (group 16) 44 34
Total 3,880 3,803
8.2 Revenue from commissions and fees
Revenue from canmissions and fees 1 January s 1 January §
31 March 2020 31 March 2019
Banking activity 841 803
Margin on foreign exchange transactions with clients 183 184
Brokerage fees 33 26
Fiduciary activity 14 15
Payment card and credit card services 231 207
Fees on account of insurance intermediacy activities 17 19
Credits and loans 91 94
Bank accountrelated services 104 101
Transfers 66 75
Cash operations 21 23
Receivables purchased 13 10
Guarantees, letters of credit, collections, commitment letters 19 20
Commissions on leasing activity 16 -
Other commission 33 29
Revenue and payments received from funds and mutual fund companies 130 124
Pension insurance 47 34
Other 1 -
Total revenue from commissions and fees 1,019 961
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8.3 Interest income calculated using the effective interest rate
Interest income calculated using the effective interest rate 1 January s 1 January s
31 March 2020 31 March 2019
Loan receivables from clients 2,240 2,233
Debt securities measured at fair value through other corepensive income 269 206
Debt securities measured at amortized cost 321 265
Buy-sell-back transactions 18 15
Term deposits with credit institutions 19 28
Loans 83 66
Receivables purchased 34 34
Receivables - 1
Cash and cash equivalents 12 11
Total interest income calculated using the effective interest rate 2,996 2,859
8.4 Other net investment income
. . 1 January 8 1 January 8
Other net investment income 31 March )2/020 31 March 5019
Hedge derivatives 69 59
Dividend income, including: 1
Investment fimrancial assets measured at fair value through profit or loss 1
Foreign exchange differences (100) 96
Income on investment property 55 65
Investment property maintenance expenses (22) (27)
Investment activity expenses (7) (6)
Other 4 6
Total other net investment income - 194
8.5 Result on derecognition of financial instruments and investments
Result on derecognition of financial instruments and investments 1 January s 1 January
31 March 2020 31 March 2019
Investment financial assets 69 90
Debt instuments measured at fair value through other comprehensive income 72 30
Financial instruments measured at fair value through profit or loss (34) 51
Equity instruments (22) 4
Participation units and investment certificates (50) 20
Debt instruments 38 27
Instruments measured at amortized cost 31 9
Loan receivables from clients measured at amortized cost 3 7
Derivatives 45 2
Short sale 1 (2)
Receivables (43) (44)
Total result on derecognition of financial instruments and investments 75 53
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8.6 Movement in allowances for expected credit losses and impairment losses on financial instruments
. . . . ) . « 1 January 3
Movement in allowances for expected credit losses and impairment losses on financial 1 January 8 31 March 2019
instruments 31 March 2020
(restated)
Investment financial assets (34) 41
Debt instruments measured at fair value through other comprehensive income (20) 7
Instruments measured at amortized cost (14) 34
- debt instruments (11) 4
-loans ?3) 30
Loan receivables from clients (562) (397)
Measued at amortized cost (560) (377)
Measured at fair value through other comprehensive income 2) (20)
Guarantees and sureties given (55) 3)
Receivables 9) 17
Total movement in allowances for expected credit losses and impairment losses on
financial i nstruments () (342)
8.7 Net movement in fair value of assets and liabilities measured at fair value
Net movement in fair value of assets and liabilities measured at fair value 1 January 1 January
31 March 2020 31 March 2019
Investment financial instuments measured at fair value through profit or loss (275) 373
Equity instruments (153) 96
Debt securities 249 137
Participation units and investment certificates (371) 140
Derivatives (303) (94)
Measurement of liabilities to members of consolidatedutual funds 10 3)
" FN=KLE=FL ; GFLJ9; LK >GJ -ibk@ ; DA=FLAK 9; 30 (5)
Investment property (20) 12)
Loan receivables from clients 3 (5)
Total net movement in fair value of assets and liabilities measured at fair value (555) 254
8.8 Other operating income
Other operating income 1 Januarys 3i iﬂ?zﬁg&g
31 March 2020
(restated)
Revenues on the sales of products, merchandise and services byimaurance companies 169 145
Revenues from direct claims handling on belalf other insurance companies 54 51
Reimbursement of the costs of pursuit of claims 11 11
Reinsurance commissions and profit participation 14 15
Indemnity received 2 8
Interest for late payment of amounts due under direct insurance and outward reigsuae 19 7
Other Sill 37
Total other operating income 320 274
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8.9 Claims, benefits and movement in technical provisions
. ) . . . 1 January 3 1 January 3
Claims, benefits and movement in technical provisions 31 March ZOZO 31 March 5019
Claims, benefits and movemert in technical provisions 3,491 4,111
In nortlife insurance 2,361 2,323
- claims and benefits 1,951 1,841
- movement in technical provisions 196 282
- claims handling expenses 214 200
In life insurance 1,130 1,788
- claims and benefits 1,640 1,616
- movement in technical provisions (545) 139
- claims handling expenses 65 58
0=AFKMJ=JKA K@9J= AF ; D9AEK/] :=F=>ALK 9H (210) (153)
In nortlife insurance (210) (153)
Total net insurance claims and benefits 3,281 3,958
8.10 Fee and commission expenses
Fee and commission expenses 1 January 1 January §
31 March 2020 31 March 2019
Costs of card and ATM transactions, including card issue costs 151 100
Commissions on acquisition of banking clients 24 19
Fees for the povision of ATMs 12 10
Costs of awards to banking clients 5 4
Costs of bank transfers and remittances 11 10
Additional services attached to banking products 6 6
Brokerage fees 4 4
Costs of administration of bank accounts 1 1
Costs of banknote operatios 4 4
Fiduciary activity expenses 4 5
Other commission 13 11
Total fee and commission expenses 235 174
8.11 Interest expenses
Interest expenses 1 January 8 1 January 8
31 March 2020 31 March 2019
Term deposits 200 249
Current deposits 138 133
Own debtsecurities issued 102 109
Hedge derivatives 2 1
Loans 2 2
Repurchase transactions 11 10
Bank loans contracted by PZU Group companies 12 7
Leasing 10 7
Other 8 7
Total interest expense 485 525
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8.12 Administrative, acquisition and claims handling expen ses, by type
Administrative, acquisition and claims handling expenses, by type 1 January s 1 January
31 March 2020 31 March 2019
Consumption of materials and energy 47 45
Third party services 384 384
Taxes and fees 32 28
Employee expenses 1,249 1,174
Depreciation of property, plant and equipment 153 154
Amortization of intangible assets 93 94
Other, including: 821 798
- commissions in insurance activities 641 622
- advertising 48 62
-remuneration of group insurance administrators in work edtbshments 51 51
- other 81 63
Movement in deferred acquisition expenses (16) (31)
Total administrative, acquisition and claims handling expenses 2,763 2,646
8.13 Other operating expenses
Other operating expenses 1 Januarys 3i ;\]/Z?;?rzyoélg
31 March 2020
(restated)
Impairment loss on goodwill arising from the acquisition of Alior Bahk 516 -
Levy on financial institutions 291 285
Expenses of the core business of rorsurance and norbanking companies 215 170
Direct claims handling expensem behalf of other insurance undertakings 56 53
Compulsory payments to insurance market institutions and banking market institutions 58] a7
Bank Guarantee Fund 339 515
Insurance Indemnity Fund 16 17
Fee to the National Fire Brigade Headquarters anddksation of VVoluntary Fire Brigades 16 18
Expenditures for prevention activity 14 13
Establishment of provisions 148 10
Amortization of intangible assets purchased in company acquisition transactions 44 58
Recognition of impairment losses for nefinancial assets 6 2
Donations 26 23
Late interest, penalties, indemnities 5 5
Costs of pursuit of claims 27 19
Other 14 51
Total other operating expenses 1,786 1,286
Y More information on this matter is presented section8.161.
8.14 Income tax
Total amount of current and deferred tax 31 JME;T::?;/(?Z 0 3; ;\J/::zﬁgg 19
1. Recognized in the profit and loss account, including: (366) (475)
- current tax (485) (354)
- deferred tax 119 (121)
2. Recognized in other comprehensive income, including: 6 (28)
- deferred tax 6 (28)
Total (360) (503)
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Income tax on other comprehensive income items 1 January s 1 January s
31 March 2020 31 March 2019
Gross other comprehensive income 58 151
Income tax 6 (28)
Debt instruments 95 5
Loan receivables from clients 3 2
Cash flow hedging (103) (15)
Equity instruments measured at fair value through other comprehensive income 11 (16)
Net other comprehensive income 64 123

The PZU Group is comprised entities operating in different countries and subject to different tax regulations. Regulations
governing value added tax, corporate income tax, personal income tax or contributions to social security undergo frequent
changes. The laws in effect in theountries where the PZU Group operates contain confusing provisions, which result in
differences of opinion concerning their legal interpretation between these authorities and enterprises. Tax and other
settlements (e.g. regarding customs or foreign currées) may be inspected by authorities (in Polaédor a period of five years),
which may levy high fines and any additional liabilities assessed during the inspection bear interest. These phenomenatgenera
tax risk, as a result of which the amounts reped in the consolidated financial statements may change at a later date after the
final amounts are determined by tax authorities.

PZU Finance AB (publ.), a PZU subsidiary, issuge& bonds in the period from 2014 to 2015, with the par value of EUR 850
million, which matured in July 2019. Proceeds from the issue were forwarded to PZU in the form of two loans for the total
amount of EUR 850 million. Payments under the loans matched the payments under bonds in terms of the payment date and
amount. PZU repal loans to PZU Finance AB on 28 June 2019.

In 2018, in connection with concerns regarding taxation under the Swedish Conversion Act (2000:46) of the FX differeinees in t
situation where Euro is a reporting currency, PZU Finance AB (publ.) applied fondinidual tax ruling to the Swedish Tax
"FL=JHJ=L9LAGF G9J< O1CO9LL=JILLKFIi EF<=F6gK -F npr
differences arising on repayment of the loan should be subject to taxation, while the FX diftes arising on repayment of the
bonds are not subject to taxation. The PZU Group believes that such an interpretation by the Board would mean that a differen
approach is applied in Sweden to companies reporting in the Euro than to companies reportirtgerSwedish kronor, which
would not be consistent with the assumptions to the above act and would stand in contradiction with Article 63 of the Tosaty
the Functioning of the European Union (TFEU) concerning the necessity to ensure unrestricted moveieayital in the EU, or
Articles 49 and 54 of TFEU concerning the freedom of business activity.

-F 7t HIJAD TPpx/l .83 $AF9F; = OHM: D6 9HH=9D=< LG L@=
against the individual tax ruling of th Swedish Tax Interpretation Board. On 4 May 2020, the Supreme Court of Administration
set aside the individual ruling and dismissed the petition submitted by PZU Finance AB (publ) deciding that insufficiemdgou
had been provided for issuing an indivighl tax ruling and therefore the tax interpretation should not have been issued. Since the
application was rejected, the Company will be able to petition to a Swedish court of administration of the first instance.

In connection with the uncertainty regardig the outcome of the appeal proceedings, as at 31 March 2020, the PZU Group posted
a liability in the amount of PLN 84 million (PLN 79 million as at 31 December 2019).

8.15 Earnings per share
Earnings per share 1 January 8 1 January 8
gsp 31 March 2020 31 March2019
Net profit attributable to the equity holders of the parent company 116 747
Weighted average basic and diluted number of common shares 863,331,31 863,315,217
Number of outstanding shares 863,523,00 863,523,00(
Average weighted number of treasyishares (held by consolidated entities) (191,681 (207,783)
Basic and diluted earnings (losses) per common share (in PLN) 0.13 0.87

In the 3month periods ended 31 March 2020 and 31 March 2019 there were no transactions or events resulting in tioa dilut
earnings per share.
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8.16 Goodwill

Goodwill 31 March 2020 31 December 2019

Pekao 2,269 2,269
LD? 503 471
Medical companies 303 303
Alior Bank® 230 746
Mass insurance segment in nédife insurance (Link4) 221 221
AAS Balta 41 38
Other 5 5
Total goodwiill 3,572 4,053

YIncludes goodwill on acquisition of PIM.

?Includes goodwill on acquisition of the LD branch in Estonia.

9 As a result of the performed impairment tests, the PZU Group decided to recognize an impairment loss on goodiily dirisn the acquisition of Alior Bank in the
amount of PLN 516 million.

8.16.1. Testing for impairment

$GDDGOAF? L@= A<=FLA>A; 9LAGF G> KA?FK G> HGKKA: D= AEHOBAJE=FL
impairment of the goodwill arisng from the acquisition of Alior Bank in the amount of PLN 516 million. The impairment loss was
recognized in the profit and loss account.

The analysis has not shown impairment of other CGUs. During the preparation of financial statements for the comparat

period, i.e. 3 months ended 31 March 2019, no need to recognize impairment losses was found.

2=KLAF? DAGJ 9FCAK ?GG<OADD >GJ AEH9AJE=FL

2@= AF<A; 9LAGF L@9L J=1 MAJ=< AEH9AJE=FL L =KL AF ?ultsand outlbok GJ 9F
for the operating activity in connection with the COVID® pandemic. A tentative analysis showed that the impact of the

expected decline in revenue, driven by reduction of the reference rate by the NBP and the decrease of sales volumpées] co

with the possible credit risk charges, may exceed the surplus amount from the test carried out as at 31 December 2019.

The recoverable amount was calculated based on the value in use by the discounted dividend flows method. Due to the
uncertainty recarding the length of the pandemic and its severity for the economy, the value in use was estimated for different
scenarios with different assumptions as to the level of risk costs and a different levels of commissions refunded in camecti
with the CJEUydgment of 11 September 2019. Depending on the scenario, the amount, by which the carrying amount exceeded
the value in use was from PLN 312 million to PLN 719 million. The amount of the impairment loss recognized in the profit and
loss account was calcutad as the average value weighed by the probability of each scenario. Because of the considerable
uncertainty, the estimates may change in the future as information on the developments is obtained.

To calculate the value in use, a discount rate of 9.2% \wasumed (8.8% as at 31 December 2019) and the growth rate of 3.5%
after the projection period (3.5% as at 31 December 2019). An increase of the discount rate to 9.5% or a decrease oftthe grow
rate after the projection period to 2.1% would require the & goodwill arising from the acquisition of Alior Bank to be written

off.
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8.17 Intangible assets

Intangible assets by type groups

31 March 2020

31 December 2019

Software, licenses and similar assets
Trademarks

- Pekao

- Alior Bank

- other
Client relations

- Pekao

- Alior Bank

- other
Intangible assets under development
Other intangible assets
Total intangible assets

8.18 Other assets

1,351
619
340
100,
179
695
589

65
41
429
17

3,111

1,278
611
340
100
171
738
626

69

43
452
17
3,096

Other assets 31 March 2020 31 December 2019
Reinsurance settlements 67 279
Estimated salvage and subrogation 161 182
Deferred IT expenses 103 79
Accrued direct claims handling receivables 55 58
Costs settled over time 108 7%
Inventories 26 36
Payments for taxes on pgerty, means of transport and land 25 -
Payments for the costs of the allowance to the Company Social Benefit Fund 35 -
Accrued commissions 14 14
Other assets 33 11
Total other assets 627 734
8.19 Property, plant and equipment

Property, plant and equipment by type groups 31 March 2020 31 December 2019
Plant and machinery 618 541
Means of transport 188 179
Property, plant and equipment under construction 184 257
Real property 2,880 2,921
Other property, plant and equipment 324 328
Total property, plant and equipment 4,194 4,226
8.20 Loan receivables from clients

Loan receivables from clients 31 March 2020 31 December 2019
Measured at amortized cost 197,064 193,244
Measured at fair value through other comprehensive income 1,551 1,381
Measured at fair vale through profit or loss 232 243
Total loan receivables from clients 198,849 194,868
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Loan receivables from clients

31 March 2020

31 December 2019

Retail segment

Operating loans

Consumer finance

Consumer financéoans

Loan to purchase securities
Overdrafts in credit card accounts
Loans for residential real estate
Other mortgage loans

Other receivables

Business segment

Operating loans

Car financing loans

Investment loans

Receivables purchased (factoring)
Overdrafts in credit card accounts
Loans for residential real estate
Other mortgage loans

Finance leases

Other receivables

Total loan receivables from clients

107,516
233
29,354
2,935
45

986
72,880
805

278
91,333
33,117
8
28,031
6,347
64

232
9,711
11,434
2,389
198,849

105,912
234
29,416
2,778
65
1,087
71,301
807

224
88,956
32,760
11
26,820
6,524
71

190
9,278
10,985
2,317
194,868

8.21 Financial derivatives
31 March 2020 31 December 2019
Derivatives
Assets Liabilities Assets Liabilities
Interest rate derivatives 5,256 5,276 2,402 2,483
Fair value hedging instrumentd SWAP transactions - 204 1 161
Cash flow hedging instrument8 SWAP transactions 1,016} 878 459 479
Instruments held for trading, including: 4,240 4,194 1,942 1,843
- FRA transactions 1 12 - -
- SWAP transactions 4,231 4,180 1,933 1,841
- call options (purchase) 2 1 2 1
- put options (sale) 6 1 7 1
- cap floor options - - - -
Foreign exchange derivatives 1,169 1,405 540 420
Cash flow hedging instrument8 SWAP transactions 122 270 83 25
Instruments held for tradingjncluding: 1,047 1,135 457 395
- forward contracts 429 455 170 169
- SWAP transactions 469 542 192 133
- call options (purchase) 122 100 49 19
- put options (sale) 27 38 46 74
Equity derivatives 8held for trading 64 36 119 72
- forward contracts - - - -
- call options (purchase) 63 85 118 4
- put options (sale) 1 1 1 68
Commodity derivatives 8 held for trading 297 301 46 43
- forward contracts 10 18 7 5
- SWAP transactions 48 48 14 14
- call options (purchase) 38 6 21 4
- put options (sak) 201 229 4 20
Total derivatives 6,786 7,018 3,107 3,018




. GOKR=; @FQ 89Cf9< 3: =RHA=; R=1 1HOf C9 C; QBF9 %J GMH

Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)

8.22 Investment financial assets
31 March 2020 31 December 2019
at fair at fair
value at fair value at fair
Investment financial assets at through value at through value
amortized other through Total amortized other through Total
cost compre- profit or cost compre- profit or
hensive loss hensive loss
income income
Equity instruments n/a 428 710 1,138} n/a 518 845 1,363
CP:rrttl'ﬁcé‘;?;';’” units and investment n/a n/a 4,360 4,30 n/a n/a 4,820 4,820
Debt securities 40,138 48,684 5,982 94,806 35,930 54,693 4,602 95,225
Government securities 33,381 35,886 5,646 74,913 29,187 37,474 4,393 71,056
Domestic 33,187 33,658 5,523 72,368 28,985 35,373 4,255 68,613
Fixed rate 29,984 23046 2,521 55,551 25,785 22,820 3,054 51,659
Floating rate 3,203 10,612 3,002 16,817 3,200 12,553 1,201 16,954
Foreign 194 2,228 123 2,545 202 2,103 138 2,443
Fixed rate 194 2,228 123 2,545 202 2,103 138 2,443
Other 6,757 12,800 336 19,893 6,743 17,217 209 24,169
Fixed rate 867 5,274 80 6,221 892 9,032 40 9,964
Floating rate 5,890 7,526 256 13,672 5,851 8,185 169 14,205
Other, including: 11,579 - - 11,570 10,008 - - 10,008
Buy-sell-back transactions 5,353 - - 5,353 4,064 - - 4,064
;zrt?ugsggs'ts witteredit 2,062 - - 2,062 1,454} - - 1,454
Loans 4,155 - - 4,155 4,490 - - 4,490
Total investment financial assets 51,708 49,114 11,052 111,874 45,938 55,211 10,267 111,416
Equity instruments measured at fair value through other comprehensive income 31 March 2020 31 December 2019
Grupa Azoty SA 149 232
Biuro Informacji Kredytowej SA 177 177
PSP sp. z 0.0. 50 50
PolimexMostostal SA 18 29
Krajowa Izba Rozliczeniowa SA 14 14
Other 20 16
Total equity instruments measured at fair value thr ough other comprehensive income 428 518
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Exposure to debt securities issued by governments other than the Polish government

;::\:(rayrlrr:r?q:rrl?ount of debt securities issued by governments other than the Polish 31 March 2020 31 December 2019
Lithuania 829 756
Romania 159 134
Latvia 57 149
Croatia 147 132
Ukraine 123 130
Indonesia 86 86
Columbia 83 83
Brazil 80 80
Bulgaria 78 74
Panama 76 74
Russia 72 70
Hungary 57 57
Dominican Republic 54 56
Philippines 52 59
Uruguay 52 50
Other 4400 4532
Total 2,545 2,443
YThe Other line item states the countries with respect to which the balance sheet exposure does not exceed the equivaleht 50 fnillion: AusEraIia, Azerbaijan,
9@ 9AFN =D9J MK/} = D ? A ME Roire, BdbrAakkAEYypt, Fra@ok 0erfany, Gikaha9 Guatexmala, Holland; Hendurag) Ireland, Italy, Jamaica,

Jordan, Kazakhstan, Kenya, Kuwait, Mexico, Mongolia, Morocco, Namibia, Oman, Paraguay, Peru, Republic of South Africda@atarabia, Senegal, Slovia,

Spain, Sri Lanka, Sweden, Trinidad and Tobago, Turkey, Uzbekistan, United Kingdom, United States, Vietham.

22@= -L@=J DAF= AL=E KL9L=Kn MKLJ9DA9 1/ R=J: 9AB9F ] t9F@4cH, Sérfay, Ghaba9 Qubsténipla, = D? AME.
Holland, Honduras, Ireland, Italy, Jamaica, Jordan, Kazakhstan, Kenya, Mexico, Mongolia, Morocco, Namibia, Nigeria, OmguayRdPeru, Republic of South

Africa, Qatar, Saudi Arabia, Senegal, Slovenia, Spain, Sri Lanka, Swedeida@irand Tobago, Turkey, Uzbekistan, United Kingdom, United States, Vietnam.

Exposure to debt securities issued by corporations and local government units

Carrying amount of debt securities issued by corporations and local government units 31 March 2020 | 31 December 2019
Domestic local governments 5,938} 6,199
Foreign banks 4,913 4,717
Companies from the WH&nergy Index 1,946 2,375
Manufacturing 1,073 1,163
Financial and insurance services 903 761
National Bank of Poland 864 4,815
Energy and fuel s¢or companies (including: Companies from the WFaels Index) 654 651
Transportation and storage 605 615
Companies from the WHBanks Index 552 558
Construction and real estate market service 547 479
Professional, scientific and technical activity 412 410
Public utility services 407 410
Arts, entertainment and recreation (including: WHaotels and restaurants) 345 Bill5
Mining and quarrying (including companies included in the \WM&ing index) 327 353
Information and communication (including: WIGTelecommunications) 269 201
Other 138 147
Total 19,893 24,169




. GOKR=; @FQ 89Cf9< 3: =RHA=; R=1 1HOf C9

C: QBF9

%J GMH

Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020

(in millions of PLN)

8.23 Receivables

Receivablesd carrying amount

31 March 2020

31 December 2019

Receivables on direct insurance, including:
-receivables from policyholders
- receivables from insurance intermediaries
- other receivables
Reinsurance receivables
Other receivables
- receivables from disposal of securities and security deposits
-receivables on account of payment card skefments
-trade receivables
Receivables from the state budget, other than corporate income tax receivables
- receivables by virtue of commissions concerning-tiilance sheet products
- prevention settlements
- receivables from direct claims handling on behalf of other insurance undertakings
-receivables for acting as an emergency adjuster
-receivables on account of Corporate Income Tax
-receivables from security and bid deposits
- interbank and interbranch receivables
-refund from the KDPW Guarantee Fund
- other
Total receivables

2682
2546
81
55
68
3,916
2,351
581
230
133
179
42

27

13

55

39

30

18
218

6,666

Dthis line item presents receivables associated with executed but outstanding transactions on financial instruments.

As at 31 March 2020 and 31 December 2019, the fair value of receivables did not differ significantly from their carryimg, amou
primarily due to their shortterm nature and the policy of recognizing impairment losses.

2,727
2,591
112
24

58
2,952
1,065
937
249
169
153
47

26

13

28

39

85
191
5,737
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8.24 Impairment of financial assets

1 January 831 March 2020 1 January - 31 December 2019
Loanreceivables from clients
measured at amortized cost Baiket Bazket Bazket POCI Total Baiket Bazket Bazket POCI Total

Gross carrying amount
Beginning of the period 170,284 17,609 10,980 6,054 204,927 159,614 16,069 7,855 7,165 190,701
Recognition of instruments at the time o

e . . 18,171 - - - 18,171 58,360 - - 5 58,365
acquisition, creation, granting
Change attributable to modification of
cash flows concerning the given 2) - - - 2) 2) - = = (2

instrument

Changes attributable to valuation, sale,
exclusion or expiration of the instrument]

Assets written down from the balance

(13,016] (898) (113)| (81)| (14,108) (39,687] (1,855)| (511)| (1,116)f (43,169)

sheet - - (353) (5) (358 - (50)] (2,015 -1 (1,065)
Reclassification to basket 1 3,431} (3,402 (29) - - 6,125 (6,064 (61) - -
Reclassification to basket 2 (5,832 6,128 (296) - - (11,063] 11,380 (317) - -
Reclassification to basket 3 (303) (935) 1,238 - -1 (2,789) (1,997 4,786 - -
Other changes, including foreign 218 24 143 9 504 272) 126 243 ) 97
exchange differences

End of the period 173,151} 18,526] 11,570 5,977]| 209,224| 170,284] 17,609] 10,980] 6,054 204,927

Expected credit losses
Beginning of the perid (800)] (1,321} (5,247 (4,315) (11,683 (870)] (1,189) (3,601) (4,801} (10,461)
Establishment of allowances for newly
acquired, created, granted instruments

Changes attributable to valuation, credit
risk level, saleexclusion or expiration of 148 (147) (420) 8 (416) 1,007 (501)] (2,186 452] (1,228)
the instrument, excluding reclassificatio

Assets written down from the balance

(144), - - - (144) (815) - - 3) (818)

sheet - - 353 4 357 - 50 1,015 - 1,065
Reclassification to basket 1 (199) 189 10 - - (371 347 24 - -
Reclassification to basket 2 55 (131) 76 - - 134 (238) 104 - -
Reclassification to basket 3 14 184 (198) - - 132 224 (356) - -

Other changes, including foreign
exchange differences

End of the period (929)] (1,323)] (5,597)] (4,309)] (12,158) (800)| (1,321)] (5,247)](4,315)] (11,683)
Net carrying amount at the end of the
period

3) 97) (171) 1) (272) 17) (14) (247) 37 (241)

172,222 17,203] 5,973] 1,668] 197,066] 169,484] 16,288| 5,733 1,739 193,244
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Loan receivables from clients measured at 1 January 831 March 2020 1 January - 31 December 2019
fair value through other comprehensive | Basket | Basket | Basket Basket | Basket | Basket
income 1 5 3 POCI | Total 1 5 3 POCI | Total

Carrying amount
Beginning of the period 772 609 - - 1,381] 1,511 - - - 1,511
Recognition of instruments at the time of
acquisition, creation, granting

Change in measurement 50 41 - - 91 - (6) - - (6)
Changes attributable to sale, exclusion or

99 - - - 99 571 - - - 571

expiration of the instrument ) ®) } . ®) (686) (16) ° B (702)
Reclassification to basket 2 - - - - = (624) 624 = . -
Other changes (5) (10) - - (15) R 7 R - 7
End of the period 916 635 - - 1,551 772 609 - - 1,381

Expected credit losses
Beginning of the period 4 a7) - - (21) (14) - - - (14)
Establishment of allowances for newly

acquired, created, granted instruments @ ) ) ) @ @) ) ) ) )
Changes attributable to valuation or credit

risk level (excluding reclassification) ) ! ) ) @ 2 ©) ) ) @
Chgnggs attributgbéa to sale, exclusion or ) i i i i 3 i ) ) 5
expiration of the instrument

Reclassification to basket 2 - - - - - 8 8) - - -
Other changes 1 (€h) - - = (1) . . - (1)
End of the period (6) a7 - - (23) 4 17) - - (21)

The allowance pertaining to loaneceivables from clients measured at fair value through other comprehensive income is
recognized in revaluation reserve and it does not lower the carrying amount of assets.

) ) ) 1 January 31 March 20D 1 January - 31 December 2019
Debt investment financial assets
measured at amortized cost Basket | Basket | Basket | ocl | Total Basket | Basket | Basket poct | Total
1 2 3 1 2 3

Gross carrying amount
Beginning of the period 35,614 368 34 -| 36,019 34,657 85 & 2] 34,727
Reco.g.nlltlon of m;truments. at the timef 7.167 ) ) ) 71671 9538 ) ) ) 9,538
acquisition, creation, granting
Change in measurement 278 - - - 278 683 - - - 683
Changes attributable to sale, exclusion or
expiration of the instrument (3,290 ) i o @297y (G112 i i @) (©.114)
Reclassiftation to basket 2 - - - - - (332) 332 - - -
cher changes, including foreign exchange} 73 ) ) ) 72 180 1 1 ) 182
differences
End of the period 39,842 360 34 -1 40,236| 35,614 368 34 -1 36,016
Expected credit losses
Beginning of theperiod (33) (19) (34) - (86) (35) (@) (33) - (75)
Establishment of allowances for newly
acquired, created, granted instruments ©) ) ) ) @) ©) ) ) ) ©)
Changes attributable to valuation or credit
risk level (excluding reclassification) 5 ) ) ) (11) “) ©) ) ) )
Changes attributable to sale, exclusion or

S . 3 - - - 3 5 - - - 5
expiration of the instrument
Reclassification to basket 2 - - - - - 9 9) - - -
Other changes, including foreign exchange]
differences @) @ ) @) @)
End ofthe period (45) (19) (34) - (98) (33) (19) (34) - (86)
g‘:rtigg"y'”g amountat the end of the 39,797| 341 - -| 40,138| 35,581 349 - -] 35,930
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Value of allowances for expected credit losses concerning-bail-back transactions is zero.

Debt investment financial assets 1 January 831 March 2020 1 January - 31 December 2019
zqtﬁ:f?:frg ;tef;\éilzeir::(r)zggh Baiket Bazket Bazket poct | Total Baiket Ba;ket Bazket poct | Total
Carrying amount

Beginning d the period 54,537 156 - - 54,693 38,142 73 - - 38,215
Recognition of instruments at the

time of acquisition, creation, 38,923 - - - 38,923 203,057 - - -] 203,057
granting

Change in measurement 392 (16) - - 376 725 5) - - 720
Change attributable to mdification

of cash flows concerning the given (5) - - - (5) (8) - - - 8)
instrument

Changes attributable to sale,

exclusion or expiration of the (45,567 - - -] (45,567) (187,893 - - -| (187,893)
instrument

Reclassification to basket 1 10 (10) - - -

Reclassification to basket 2 (27) 27 - - - (87) 87 - - -
Other changes, including foreign 268 @ ) ) 266 601 1 ) ) 602
exchange differences

End of the period 48,531 155 - -| 48,686 54,537 156 - -] 54,693
Expected credit losses

Beginning of the period (41) 2) - - (43) 37) 3) - - (40)
Establishment of allowances for

newly acquired, created, granted ?3) - - - ?3) (18) - - - (18)
instruments

Changes attributable to valuation or

credit risk level (excluding (29) 2) - - (21) 1) 2 - - 1
reclassification)

Changes attributable to sale,

exclusion or expiration of the 4 - - - 4 14 - - - 14
instrument

Reclassification to basket 2 - - - - - 1 (2) - - -
End of the period (59) 4) - - (63) (41) 2 - - (43)

The allowance pertaining tadebt investment financial assets measured at fair value through other comprehensive income is
recognized in revaluation reserve and it does not lower the carrying amount of assets.
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1 January 831 March 2020 1 January - 31 December 2019

Term deposits with credit " " " ‘ ‘ "
institutions Bai et Ba; et Bazc,3 et POCI Total Bai et Ba; et Ba; et POCI Total

Gross carrying amount
Beginning of the period 1,455 1 - - 1,456} 2,770 1 9
Recognition of instruments at the
time of acquisition creation, 34,544 - - - 34,549 228,599 - - -1 228,598
granting
Change in measurement 9 - - - 9 4 - - - 4
Changes attributable to sale,
exclusion or expiration of the (33,921 - -
instrument

Other changes, includingoreign
exchange differences

End of the period 2,062 - - - 2,062 1,455 1 - - 1,456

2,780

(33,921 (229,902 (229,902)

@7 (@) - - (28) (15) - ) (24)

Expected credit losses
Beginning of the period 2) - - - 2) 2) - 9 - (11)
Establishment of allowances for
newly acquired, created, granted (4) - - - 4) (6) - - - (6)
instruments

Changes attributable to variations ir
measurement of instruments or
credit risk level (excluding
reclassification)

Changes attributable to valuation or
credit risk level (excluding 2 - - - 2 2 - - - 2
reclassification)

Other changes, including foreign
exchange differences

End of the period - - - - - (2) - - - (2)

Net carrying amount at the end of

. 2,062 - - - 2,062 1,453 1 - - 1,454
the period
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1 January 831 March 2020 1 January - 31 December 2019
Loans Baiket Ba;ket Bazket POCI Total Baiket Ba;ket Ba:;’ket POCI Total
Gross carrying amount
Beginning of the period 4,517 - - - 4,517 4,595 - - 4,595
Recognitio of instruments at the
time of acquisition, creation, 293 - - - 293 547 - 547
granting
Change in measurement 66 - - - 66 14 - - 14
Changes attributable to sale,
exclusion or expiration of the (691) - - - (691), (577) (61) - (638)
instrument
Redassification to basket 2 - - - - - (61) 61 - -
Other changes - - - - - 1) - - (2)
End of the period 4,185 - - - 4,185 4,517 - - 4,517
Expected credit losses
Beginning of the period 27) - - - 27) (60) - (60)
Establisyment of allowances for
newly acquired, created, granted 2) - - - 2) 2) - - 2)
instruments
Changes attributable to valuation or
credit risk level (excluding (6) - - - (6) 33 2 - 31
reclassification)
Changes attributable to sale,
exclusion or epiration of the 5 - - - 5 1 8 = 4
instrument
Reclassification to basket 2 - - - - - 1 1) - -
End of the period (30) - - - (30) (27) - - (27)
Net car.rying amount at the end of 4155 ) ) ) 4,155 4.490 ) ) 4,490
the period
Receivables 1 January 8 1 January 8

31 March 2020

31 December 2019

Gross carrying amount
Beginning of the period
Changes in the period
End of the period

Expected credit losses

Beginning of the period

Changes irthe period

End of the period

Net carrying amount at the end of the period

6,825
946
7,771

(1,088
(17)
(1,105)

6,666

7,282
(457)
6,825

(939)
(149)
(1,088)
5,737
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8.25 Fair value

8.25.1. Description of valuation techniques

8.25.1.1. Debt securities and loans

Fair values of debt securities are determined on the basis obtgtions publicly available on an active market or valuations
published by an authorized information service, and if there are no such quotati@nsgsing valuation models containing
references to published price quotations of the underlying financial ingtnents, interest rates and stock exchange indices.

The PZU Group conducts an internal review of the valuations published by the authorized information service comparing them
to the valuations available from other sources based on data which can be obseovetthe market.

The fair value of loanand debt securitiedor which an active market does not exist is measured using the discounted cash flow
method. Discount rates are determined on the basis of the yield curve for government bonds adjusted by thi speead. It is
calculated as at the newest issue date based on the issue price and leads to parallel shifting of the yield curve for genernm
bonds by a fixed amount along its whole length or as the difference between the yield of quiébd securities of issuers with a
similar rating operating in similar industries and the yield of government bonds (German government bonds for bonds
denominated in EUR) multiplied by a ratio determined as at the issue date, taking into account isspemific risk in he
discount curve.

8.25.1.2. Equity-based financial assets

Fair values of equitibased financial assets are determined on the basis of quotations publicly available on an active market or, if
they are unavailable, based on the present value of future forecast prafiloss of companies or measurement models based on
available market data.

8.25.1.3. Participation units and investment certificates of mutual funds

Fair values of participation units and investment certificates of mutual funds are measured using the value ofatfieipation
units and investment certificates published by the mutual fund companies. Such valuation reflects the PZU Group's share in ne
assets of these funds.

8.25.1.4. Derivatives

For derivatives listed on an active market, the fair value is considered to lgectbsing price as at the balanesheet date.

The fair value of derivatives not quoted on an active market, including forward contracts and interest rate swaps is measured
using the discounted future cash flow method. The rates from OIS curves (overniglaxied swaps), taking into account the
currency of the security deposit provided for the instrument, are used to discount cash flows.

The fair value of options related to structured deposits is measured based on valuations provided by the issuers afgtiaris,
taking into account a verification of these valuations performed by the PZU Group, based on its own valuation models.

8.25.1.5. Loan receivables from clients

In order to determine a change in the fair value of loan receivables from clients (excluding mugecount overdraft), the
margins earned on newly granted loans (in the month preceding the date as at which the consolidated financial statements are
prepared) are compared with the margins in the whole loan portfolio. If the margins earned on newlytedaloans are higher

than the margins in the existing portfolio the fair value of the loan portfolio is lower than its carrying amount.
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Loan receivables from clients are classified in full to level 3 of the fair value hierarchy due to the use of a valmetitel with
significant nonobservable input data, i.e. current margins generated on newly granted loans.

8.25.1.6. Property measured at fair value

Depending on the nature of the real property, its fair value is measured using the comparative method, the inconfedet
the residual method.

The comparative method is used for measuring free land for development and certain smaller and less valuable buildings (such
as residential units, garages, etc.). The comparative method assumes the determination of the faie \@f reference to
observable market prices, taking into account weighting coefficients. Weighting coefficients include, for instance, factonsas

the passage of time and the trend of changes in market prices, the location, exposure, intended useeizothing plan,
accessibility for transportation purposes and access roads, surface, neighborhood (including the proximity to attractivetshje
investment opportunities, physical conditions, form of exercising control, etc.

The income method assumes estation of the fair value of the real property based on the discounted value of cash flows. The
calculation takes into account such variables as the capitalization rate, the level of rents, the level of operating expéhses
provision for vacancy, losse®sulting from rent free periods, rent arrears, etc. The values of the variables described above vary
depending on the nature and the intended use of the measured real property (office space, retail space, logistics and
warehousing space), its modernity @hlocation (access roads, distance from an urban center, accessibility, exposure, etc.) as
well as parameters specific to the relevant local market (such as capitalization rates, the level of rents, operating egpetsg

The residual method is usedbtmeasure the market value if the real property is to be subjected to construction works. The fair
value of such a real property is calculated as the difference in the value of the property after the construction works$hand t
average value of the cost tiiese works, taking into account any gains earned in the market on similar properties.

Property measured at fair value is valuated by licensed appraisers. The acceptance of each such measurement is additionally
preceded by a review conducted by PZU Groumpmoyees in order to eliminate any potential errors or inconsistencies. Any
emerging doubts are clarified on an ongoing basis.

Investment property is measured in accordance with the following rules:

1 real properties held by mutual funds controlled by PZimeasured every 6 months on days ending each financial half
year and financial year;

1 investment properties held by PZU Group companigthe most valuable items are measured in the event of ascertainment
of a possible significant change in the value (adly on an annual basis). Regardless of the value, each investment property
is measured not less frequently than once every 5 years;

1 real properties held for salé measured before the commencement of their active exposure to the market in accordance
with the requirements of IFRS 5.

8.25.1.7. Liabilities on the issue of own debt securities and subordinated liabilities

The fair value of liabilities on the issue of own debt securities, including subordinated liabilities, is calculated asrdsent
value of expected pyments based on the current interest rate curves and the current credit spread.

8.25.1.8. Liabilities under deposits

Due to the fact that deposits are accepted under current operations on a daily basis, hence their terms are similar torteetcu
market terms foridentical transactions, and the time to maturity for such loans is short, it is deemed that for liabilities to clients
with maturities up to 1 year the fair value does not significantly deviate from the carrying amount. For deposits over Afgiear
valueis calculated as the amount of future expected cash flows discounted as at the respective balance sheet date using the
risk-free market rate plus a margin.
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8.25.1.9. Other liabilities

*A9: ADALA=K MF<=J AFN=KLE=FL ;GFLJY9; LK >GJ L@= ; DA=FLB

LiabiliL A=K MF<=J AFN=KLE=FL ;GFLJY9; LK >GJ L@= ;DA=FLAK 9:;:; GMFL
liabilities of the unitlinked fund associated with the relevant investment contract.

Liabilities to members of consolidated mutual fnd

Liabilities to members in the consolidated mutual funds are measured at the fair value of assets of the relevant mutual fund
09: : GJ<AF? LG L@= K@9J= AF L@= EMLM9D >MF<AK F=L 9KK=LKO6K

Liabilities on borrowed securities

Liabilities on securities borrowedd make a short sale are measured at the fair value of borrowed securities.

8.25.2. Fair value hierarchy

On the basis of the input data for fair value measurement, the individual assets and liabilities for which fair value has bee
presented have been classified the following levels:

1 Level I8 assets and liabilities measured based on quoted prices (unadjusted) from active markets for identical assets and
liabilities. This level includes:

- liquid quoted debt securities;

- shares and investment certificates quoted @xchanges;

- listed derivatives;

- liabilities on borrowed securities quoted on exchanges (short sale).

1 Level lI5assets and liabilities whose measurement is based on input data other than quoted prices included within level 1,
which can be observed on the anket, either directly (as prices) or indirectly (derived from prices). This level includes:

- quoted debt securities carried on the basis of the valuations published by an authorized information service;
- derivativesd among others FX Swap, FX Forward, IBIRS, FRA;
- participation units in mutual fund;

- investment properties or properties held for sale measured using the comparative method, including free land free
land for development and certain smaller and less valuable buildings (such as residential ,uygi®ges, etc.);

- liabilities to members of consolidated mutual funds;
- AFN=KLE=FL ; GFLJ9; LK >GJ L @= : DA=FLAK 9;; GMFL 9F«< JAKCH

1 Level llI5 assets measured based on input data unobserved on the existing markets (unobservable input data). This level
includes

- unquoted debt securities and no#iquid quoted debt securities (including nostreasury debt securities issued by other
financial entities, local government and ncfinancial entities), measured using models based on discounted cash
flows;

- investment properties or properties held for sale measured using the income method or the residual method;
- loan receivables from clients and liabilities to clients under deposits;

- options embedded in certificates of deposit issued by PZU Group companies and options ededl!in the interbank
market to hedge embedded option positions.
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In a situation in which the measurement of an asset or liability is based on input data classified in different levels fafitalue
hierarchy, the measured asset is assigned to the lotvievel from which the input data are taken, provided that they have a
significant impact on the overall measurement.

The value of the measurement of components of assets or liabilities qualified in level Il is affected to significant dxtent
unobservabe input data.

Measured assets

Unobservable data

Description

Impact on
measurement

Loan receivables from
clients

Liabilities to clients
under deposits

Options embedded in
certificates of deposit
issued by PZU Group
companies and options
concluded in the
interbank market to
hedge embedded
option positions.

Non-liquid bonds and
loans

Investment property
and property
designated for sale

Derivatives

Own issues and
subordinated loans

Liquidity margin and
current margin from
the sale of the
product group

Sales margin

Model parameters

Credit spreads

Capitalization rate

Construction costs

Monthly rental rate
per 1n? of relevant
space or for one
parking space

Model parameters

Issue spread above
the market curve

Fair values are estimated using valuation techniques, with an assuwp]
that when the loan is granted, the fair value is equal to the carrying amol
The fair value of loans without recognized impairment is equal to the sunj
future expected cash flows discounted at the balance sheet date

expected credit loss. The s flow discounting rate is the appropriate ris
free market rate plus the liquidity margin and current sales margin for
DG9FAK HJIG<M; L ?2JGMHK 2@= E9J?AF
maturity. For the purpose of estimating the fair value ofréagn currency
loans, the liquidity margin for PLN loans is used, adjusted by quotations o
swap and basisswap transactions. The fair value of loans with recogniz
impairment is equal to the sum of future expected salvage discounted u{
the effective interest rate, since the average expected recoveries fully ref
the credit risk component. For loans that do not have a repayment scheg
(current account loans, overdrafts and credit cards), the fair value is assuj
to be equal to the carrying amaut.

Fair values are estimated using valuation techniques, with an assump
that when the deposit is accepted, the fair value is equal to the carny
amount. The fair value of terndeposits is equal to the sum of futu
expected cash flows discounted at the balance sheet date. The cash
discounting rate is the appropriate riskree market rate plus the currer]
sales margin. The margin is determined on the basis of deposits atemm
the last quarter, by product group and by maturity. For shaerm deposits|
(current deposits, overnight deposits and savings accounts), the carry
amount is taken as fair value.

Embedded instruments are plain vanilla options and exotic options

individual shares, indices, commodities and other market ultiples,
including interest rate indices and exchange rates and their baskets.
separated options are offset on an ongoing basis on the interbank mar|
Currency options are measured based on the Garméwhlhagen option|
pricing model (and in the casef barrier and Asian options based on the-
called extended GarmatiKohlhagen model).Exotic options embedded i
deposit agreements and their offsets are measured using the Me@telo
technique, assuming a geometric Brownian motion model for risk factors.
Spreads are observed on all bonds (their series) or loans of the same iss
a similar issuer. These spreads are observed on the dates of issue o
bond series, dates of conclusion of new loan agreemeatsl dates of marke
transactions on the receivables following from such bonds and loans.

Capitalization rate is determined through analysis of rates of retwitained
in transactions for similar properties.

Construction costs are determined based on market construction costs
costs incurred as at the date of measurement.

Rental rates are observed for similar properties of similar quality, in sim
locations and with a similar size of leased space.

Currency options are masured based on the Garmagohlhagen option
pricing model (and in the case of barrier and Asian options based on thq
called extended Garma#Kohlhagen model). Exotic options embedded
deposit agreements and their offsets are measured using the MeGaelo
technique, assuming a geometric Brownian motion model for risk factors.

If the historical spread of issues above the market curve is used, these ig
are classified at level 18f the fair value hierarchy.

Negative
correlation.

Negative
correlation.

Negative
correlation.

Negative
correlation.

Positive
correlation.

Positive
correlation.

Negative
correlation.
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Measured assets Unobservable data

Description

Impact on
measurement

Equity instruments not
quoted on an active
market

8.25.3. Assets and liabilities measured at fair value

Assets and liabilities measured at fair value

31 March 2020

Quotations of financial services, current value of future forecast profit or |
of the company or measurement models based on available market data.

31 December 2019

Level | | Levelll | Level lll | Total Level | | Levelll | Level lll | Total
Assets
lﬂ‘r’sj;?i?;g??ggi:ﬁ:gg?ﬁf;f: at faalue 29,030 11,03  7.248] 49114 32504 15559 7.061 55211
Equity instruments 177 - 251 428 271 1 246 518
Debt securities 29,759 11,93 6,997 4868¢ 32,324 15554 6,815 54,693
lﬂ‘r’sj;?%?g;i't”gmzlsassets I G IR 6,204 4,644 304] 11,059 4,985 4,996 286 10,267
Equity instruments 488 3 219 710 613 6 226 845
Participation units and investment certificates 113 4,228 19 4,360 111 4,690) 19 4,820
Debt securities 5,503 413 66 5,982 4,261 300 41 4,602
Loan receivables from clients - - 1,783} 1,783} - - 1,624 1,624
Comprenensive ncome I s s T O s
Measured at fair value through profit or loss - - 232 232 - - 243 243
Financial derivaives 8 6,714 64 6,786 4 2,985 118 3,107
Investment property - 154 1,893 2,047 - 153 1,828 1,981
Liabilities
Derivatives 11 6,973 34 7,018} 8 2,947, 68 3,018
Liabilities to members of consolidated mutual funds - 106 - 106 - 90 - 90
'(E‘éij:rk‘zrg)co't SE L e e 1 226 1 226 4 2s0 A 2s9
Liabilities on borrowed securities (short sale) 417 - - 417 293 - - 293
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Movement in assets and liabilities classified

Investment financial assets
measured at fair value
through other comprehensive

Investment financial assets measured at fair
value through profit or loss

Loan receivables from
clients measured at fair

value

as Level lll of the fair value hierarchy, income Derlvatl\:es ° Dﬁrl;)/?ttlyes ° Investment
in the period ended 31 March 2020 Investment assets abiiies through other through property
Equity Debt Equity certificates Debt cgmprehen- profit or
sive income loss
Beginning of the period 246 6,815 226 19 41 118 68 1,381 243 1,828
Purchase/opening of the posibn/granting 5 128 - - 254 1 1 100 - 16
Reclassification from Level Hi - 411 - - 15 - - - - -
Reclassifications from assets held for sale to ) ) ) ) ) ) ) ) ) 296
investment property
Gains or losses through profit or loss - 43 (22) - 1) (42) (29) 6 2 5)
- interest income calculated using the
effective interest rate ) 42 ) ) ) ) ) 6 2 )
- other net investment income - - - - - (2) - - - -
- result on derecognition of financial ) 1 i i i ) ) ) ) )
instruments and investments
- net movement in faivalue of assets and
liabilities measured at fair value ) ) (22) ) ) (41) (29) i ) ©®)
Profit or Ioss.rec.ognized in other ) (227) ) ) ) ) ) an ) )
comprehensive income
Sales/settlements/repayments - (159) - - (243) (13) (6) 81 (13)
Reclassificatiorto assets held for sale - - - - - - - - - (256)
Reclassification to Level Il - (14) - - - - - - - -
Amendments to lease agreements - - - - - - - - - 14
Foreign exchange differences - - 15 - - - - - - -
End of the period 251 6,997 219 19 66 64 34 1,551 232 1,893

YInformation on restatements is presented in ite®.25.6




. GOKR=; @FQ 89Cf9< 3:

=RHA=;

R=1

1HOf CO

C; QBF9 %J GMH

Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020

(in millions of PLN)

Movement in assets and liabilities classified

Investment financial assets
measured at fair value
through other comprehensive

Investment financial assets measured at fair
value through profit or loss

Loan receivables from
clients measured at fair

value

as Level lll of the fair value hierarchy income Derivatives De'rlv'a'tl.v ese Investment
. assets liabilities property
in the year ended 31 December 2019 | through other through
. . nvestment )
Equity Debt Equity certificates Debt cgmprehen- profit or
sive income loss

Beginning of the period 212 6,996 115 14 123 68 36 1,511 303 1,556
Recognition of rightof-use assets (IFRS16) - - - - - - - - - 44
Purchase/openingof the position/granting - 997 - - 573 26 21 167 - 195
Reclassification from Level # - 545 - - - 1 - - - -
Reclassifications from assets held for sale to ) ) 1
investment property
Gains or losses through profit or loss - 176 111 3 6 57 36 29 2) 48

- |nter§st income calculated using the i 170 i i ) i ) 29 @ )

effective interest rate

- result on derecognition of financial

. ) - 6 - - 1 - - - - -

instruments and investments

—_ne_t_movement in fair vglue of assets and i ) 111 3 5 57 36 i i 48

liabilities measuredat fair value
Profit or Ioss.rec.ognlzed in other 34 35 i i ) ) ) 16 ) )
comprehensive income
Sales/settlements/repayments - (1,851 - - (661) (34) (25) (342) (58) 4)
Reclassification to assets held for sale - - - - - - - - - (12)
Reclassification to Level Il - (83) - - - - - - - -
Foreign exchange differences - - - 2 - - - - - -
End of the period 246 6,815 226 19 41 118 68 1,381 243 1,828

Y Information on restatements is presented in ite®.25.6
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8.25.4. Assets and liabilities not measured at fair value

Fair value of assets and liabilities for which it is 31 March 2020 31 December 2019

only disclosed Levell | Levelll | Levellll Total Level |l | Levelll | Levellll Total

Assets

Entities measuredy the equity method - - - -

tg:tn receivables from clients measured at amortizg ) | 195704 195,703 ) | 193964 193964

Lnovstistment financial assets measured at amortized 29,529 4274 2203 55839 26,032 2149 21744 40923
Debt securites 29,525 1,540 13,148 44,213 26,032 1,123 12,674 39,829
Buy-sell-back transactions - 1,771 3,582 5,353 - 738 3,326 4,064
Term deposits with credit institutions - 963 1,104 2,067 - 288 1,168 1,456
Loans - - 4,202 4,202 - - 4,574 4,574

Liabilities

Liabilities to banks - 1,258 6,393} 7,651 - 897 5,728 6,625

Liabilities to clients under deposits - -| 228,479 228,475 - -l 219,233 219,233

Liabilities on the issue of own debt securitiés - 5,424 2,517 7,941 - 6,700 2,667 9,367

Subordinated liabilties ¥ - 2,792 3,871 6,663} - 2,766 4,014 6,780

Liabilities on account of repurchase transactions - 492 3 495 - 599 - 599

Y The liabilities classified to level Il are those whose measurement was not affected by unobservable parameters. They aglypliiabilities on account of bonds
issued by Pekao.

8.25.5. Change in fair value measurement methodology for financial instruments measured at fair value

In the 3month period ended 31 March 2020 and in 2019, there were no changes in the fair value measuremérmdniet
financial instruments measured at fair value which would be of material significance for the consolidated financial statesment

8.25.6. Reclassification between fair value hierarchy levels

If the method of measurement of assets or liabilities changes besm of e.g. losing (or obtaining) access to quotations observed
on an active market, such assets or liabilities are reclassified between Levels | and Il.

Assets or liabilities are reclassified between Levels Il and Il (or accordingly between Leveld 11} ahen:

1 there is a change in the measurement model resulting from the application of new unobservable factors (or accordingly
observable ones); or

1 previously used factors that had a significant impact on the measurement are no longer observable ¢ordingly become
observable) on the active market.

Reclassifications between different levels of the fair value hierarchy are effected on the date ending each quarter acdording
the value as at that date.

The COVIR1L9 pandemic indirectly contributed tancreased volatility on financial markets and reduced liquidity in some market
segments, in particular corporate and municipal securities. This resulted in reclassification of some assets to lower lfgr va
levels.

~
R
N

-



. GOKR=; @FQ 89Cf9< 3: =RHA=; R=I 1HOfC9 C; QBF9 %J GMH pZu
Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)

In the 3month period ended 31 MarcB020, the following reclassifications of assets between fair value levels was made:

1 reclassification from Level Il to Level Il was effected with respect to municipal bonds, for which the impact exerted by
estimated credit parameters on the measurement wammaterial.

1 reclassification from Level Il to Level Il was effected with respect to corporate and municipal bonds, for which the
estimated credit parameters exerted material impact on the measurement, treasury bonds, for which the estimated spread
exerted material impact on the measurement;

1 reclassification from Level | to Level Il was effected with respect to government bonds, for which measurement was made
using information about prices of comparable financial instruments.

In 2019, the following trangfrs of assets between fair value levels were made:

1 reclassification from Level lll to Level Il was effected with respect to municipal and corporate bonds measured using market
information about prices of comparable financial instruments, municipal and corate bonds for which the estimated

credit parameters had no material impact on their measurement because the unobservable factor (correlation) had no
material impact on their measurement,

1 reclassification from Level Il to Level Il was effected with resp® corporate to municipal bonds, for which the estimated
credit parameters exerted material impact on the measurement, and capital market derivatives, for which the estimated
parameter (correlation) exerted material impact on the measurement.

8.26 Changes inclassification of financial assets resulting from the change of purpose or use of such
assets

In the 3month period ended 31 March 2020, no changes were made to the classification of financial assets resulting from a
change in the purpose or use of suchksets.

8.27 Assets held for sale

Assets held for sale by classification before transfer 31 March 2020 31 December 2019
Groups held for sale 425 475
Assets 461 504
Investment property 413 454
Receivables 8 9
Deferred tax assets 5 6
Cash and cash equivalest 30 34
Other assets 5 1
Liabilities related directly to assets classified as held for sale 36 29
Deferred tax liability 12 6
Other liabilities 13 11
Liabilities for borrowings 4 5
Other financial liabilities
Other provisions 1 1
Other assets feld for sale 76 76
Property, plant and equipment 33 33
Investment property 43 43
Assets and groups of assets held for sale 537 580
Liabilities related directly to assets classified as held for sale 36 29

2@= &' FN=KLE=FL HJGH=GMHEKA @ MFrsectiofibsditciDEigly the@roperdie® beld by real estate
sector mutual funds as held for sale, since the expected investment horizon has been reached.

. 63)
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8.28 Share capital

Share capital is recognized at the amount stated in the parenEcd 9 F QAK 9JLA; D=K G>

Court Register

All the Shares have been fully paid for.

As at 31 March 2020 and 31 December 2019

9KKG,; A9LAGF

LIJ9FK

. Type of Value of _ Right to
Series/ Type of limitation Number of series/issue Capital Date of o
issue Type of shares preference | on rights to shares at par value coverage registration dividends
shares (PLN) (from a date)
A bearer none none 604,463,20 60,446,32 cash 23.01.1997 27.12.1991
B bearer none none 259,059,80 25,005.08f _ 'nkind 31.03.1999 |  01.01.1999
contribution
Total number of shares 863,523,000
Total share capital 86,352,300
2@= KLJIJM; LMI= G> 83AK K@9J=@GD<=JK 9F< AF>GJE9L AG FsectoR
2.
8.29 "AKLJA: MLAGF G> L@= H9J=FL ; GEH9FQAK HJIG>AL
"F>GJE9LAGF GF <AKLJA: MLAGF G> de@n2H9J=FL ; GEH9FQAK HJG>AL A
8.30 Technical provisions
31 March 2020 31 December 2019
Technical provisions J=AFK J=AFK
gross share net gross share net
Technical provisions in non-life insurance 24,846 (1,886) 22,960 24,457 (1,856) 22,601
Provision for unearned premiums 8,937 (797) 8,140 8,765 (856) 7,909
Provision for unexpired risk 16 - 16 14 - 14
Provisions for outstanding claims and benefits 9,871 (869) 9,002 9,676 (785) 8,891
- for reported claims 3,498 (755) 2,743 3,414 (670) 2,744
- for claims not reported (IBNR) 4,244 (88) 4,156 4,210 (90) 4,120
- for claims handling expenses 2,129 (26) 2,103} 2,052 (25) 2,027
Provision for the capitalized value of annuities 6,019 (220) 5,799 5,999 (215) 5,784
Provisions for bonuses and discounts for insureds 3 - 3 3 - 3
Technical provisions in life insurance 22,334 - 22,334 22,872 - 22,872
Provisionfor unearned premiums 105 - 105 106 - 106
Life insurance provision 16,344 - 16,344 16,3449 - 16,346
Provisions for outstanding claims and benefits 608 - 608 622 - 622
- for reported claims 161 - 161 167 - 167
- for claims not reported (IBNR) 441 - 441 449 - 449
- for claims handling expenses 6 - 6 6 = 6
Provisions for bonuses and discounts for insureds 7 - 7 6 - 6
Other technical provisions 206 - 206 214 - 214
Unit-linked provision 5,064 - 5,064 5,578 - 5,578
Total technical provisions 47,180 (1,886) 45,294 47,329 (1,856) 45,473
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8.31 Subordinated liabilities
Carrying Carrying
Par value Issue (receipt) date / amount amount
(in millions) Currency Interest rate Maturity dat 31 March |31 December
aurty date 2020 2019
(PLN million) | (PLN million)
Liabilities classifA=< 9K . 83AK =I| MALQ
Subordinated bondss PZU 22500 PLN | WIBOR 6M + margin 30 June 201} 2,259 2,279
29 July 202
*A9: ADALA=K ; DO9KKA>A=< 9K .=C9GAK =1 MALQ
. . 30 October 201
A series bonds 1,250 PLN WIBOR 6M + margin 29 October 202 1,267 1,257
. . 15 October 201
B series bond 550 PLN WIBOR 6M + margin 16 October 202 559 554
C series bonds 2000 PLN | WIBOR 6M + margin 15 October 201 203 201
14 October 203
. . 4 June 201
+
D series bonds 350 PLN WIBOR 6M + margin 4 June 2031 354 351
D1 series bonds 400 PLN | WIBOR®I +margin 4 December 201 405 401
4 June 203]
*A9: ADALA=K ; D9KKA>A=< 9K DAGJ 9FCAK =1 MALQ
. . 26 September 201
F series bonds 322 PLN WIBOR 6M + margin 26 September 202 222 225
. . 31 March 201
G series bonds 193 PLN WIBOR 6M + margin 31 March 202 193 196
. . 4 December 201
| and 11 series bonds 183 PLN WIBOR 6M + margin 6 December 202 149 148
. . 20 October 201
K and K1 series bonds 600 PLN WIBOR 6M + margin 20 October 202 612 605
) . . 29 April 201
Meritum Bank B series bonds 67 PLN WIBOR 6M + margin 29 Apit 2021] 69 68
: . 4 February 201
EURO0O01 series bonds 10 EUR LIBOR 6M + margin 4 February 202 46 44
) . 27 April 2014
P1A series bonds 150 PLN WIBOR 6M + margin 16 May 202 153 151
) ) 29 April 2014
P1B series bonds 70 PLN WIBOR 6M + margin 16 May 202 71 70
. . 14 December 201
P2A series bonds 150 PLN WIBOR 6M + margin 29 December 202} 152 150
Subordinated liabilities 6,714 6,700

The lower carrying amount of subordinated liabilities compared to the nominal value ensues from some of the bonds issued by

Alior Bank were subscribed for by consolidated mutual funds.

8.32

Liabilities on the issue of own debt securities

Liabilities on the issue of own debt securities

31 March 2020

31 December 2019

Bonds
Certificates of deposit
Covered bonds

Total liabilities on the issue of own debt securities

2
3,
i,

942
564
363

7,869

3,976
3,940
1,357
9,273
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8.33 Liabilities to banks

Liabilities to banks 31 March 2020 31 December 2019
Current deposits 935 412
One-day deposits 681 419
Term deposits 42 41
Loans received 5,525 5,427
Other liabilities 439 305
Total liabilities to banks 7,622 6,604
8.34 Liabilities to clients under deposits
Liabilities to clients under deposits 31 March 2020 31 December 2019
Current deposits 164,81 151,417
Term deposits 62,14 66,414
Other liabilities 772 757
227,734 218,588

Total liabilities to clients under deposits
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8.35 Other liabilities

31 December 2019

Other liabilities 31 March 2020
Liabilities measured at fair value 749
Liabilities on borrowed securities (short sale) 417
Investment contracKk > GJ L @= ; DA=FL-AKed9; ; GMFL 9F< 226
Liabilities to members of consolidated mutual funds 106
Financial liabilities measured at amortized cost 10,488
Accrued expenses 1,514
Accrued expenses of agency commissions 381
Accrued payroll expenses 214
Accrued reinsurance expenses 219
Accrued employee bonuses 376
Other 324
Deferred revenue 346
Other liabilities 8,628
Liabilities on account of repurchase transactions 495
Lease liabilites 1,129
Liabilities due under transactions on financial instruments 1,177
Liabilities to banks for payment documents cleared in interbank clearing systems 1,116
Liabilities on direct insurance 956
Liabilities on account of paymentard settlements 304
Regulatory settlements 371
Liabilities for contributions to the Bank Guarantee Fund 647
Reinsurance liabilities 604
Estimated nonrinsurance liabilities 84
Liabilities to employees 62
E§timateQrefund§ofGEH:FK9LAQF AF GF.F=; LAGF OA 65

withdrawing from insurance purchased during the sale of credit products

Trade liabilities 483
Current income tax liabilities 401
Liabilities to the state budget other than for incomtax 129
Liabilities on account of donations 20
DAGJ 9FCAK DA9: ADALA=K >GJ AFKMJO9F; 14
Insurance Indemnity Fund 14
Liabilities for reimbursement of loan costs 106
Liabilities to theState Fire Service and Voluntary Fire Service 16
Liabilities for direct claims handling 28
Other 407
Total other liabilities 11,237

642
293
258
90
9,734
1,979
390
217
706
367
299
322
7,433
599
1,066
905
1,096
892
408
289
356
197
161
47

69

258
352
182
23
12
15
106

29
365
10,376
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8.36 Other provisions
Movement in other provisions in the period Beginning of Increase Utilization Dissolution Other End of the
ended 31 March 2020 the period changes period
Provisions for guarantees and sureties given 358 115 - (60) 3 416
I_T’FO_V_IS.IOI’I for disputed claims and potential 80 5 a1) ) 7
liabilities
Provision of potential refunds of borrowing 254 ) (120) ) 134
costs
Prows.lon fo_r legal risk pertaining to mortgage| 22 ) ) ) ) 21
loans in Swiss francs
Provision for the Office of Competition and

. ) 85 - - - 85
Consumer Protection penalties
Provision for restructuring expenses 34 144 (22) - 156
Other 34 2 (5) - 31
Total other provisions 867 263 (158) (61) 3 914
Movement in other provisions in the period Beginning of Increase Utilization Dissolution Other End of the
ended 31 December 2019 the period changes period
Provisions for guarantes and sureties given 316 331 - (289) - 358
F’I’O.V'ISlIOI’l for disputed claims and potential 67 48 26) 12) 3 80
liabilities
Provision of potential refunds of borrowing . 272 (18) ) 254
costs
Provision for legal risk pertaining to mortgage|

. . - 22 - - 22

loans in Swisdrancs
Provision for the Office of Competition and

. . 85 - - - 85
Consumer Protection penalties
Provision for restructuring expenses 20 85 (78) 7 34
Other 31 16 (8) (5) - 34
Total other provisions 519 774 (130) (306) 10 867

Provision d potential refunds of borrowing costs

On 11 September 2019, the CJEU judgment in cas88&18 was published. In its ruling, the CJEU stated that Article 16(1) of
Directive 2008/48/EC of the European Parliament and of the Council of 23 April 2008 oh ageeiements for consumers and
J=H=9DAF? ! GMF; AD "AJ=; LAN= XpdpRI3##! K@GMD< : = AFL=JHJ=L=cx<
credit in the event of an early repayment includes all costs that have been imposed on the consumer

The Court ruled unambiguously that a credit prepayment entitles the consumer to a reduction in all costs included in the tota

cost of credit. However, the judgment did not specify the method of calculation of such a reduction in respect ofguumring

costs, such as commissions and preparation fees.

The formula approved by the President of UOKIK and the Financial Ombudsman for the settlement of credit costs with
borrowers is the secalled linear formula whereby a pro rata approach is adopted based ba period between the actual loan
repayment date and the repayment date specified in the loan agreement and requires that anyraouarring cost be broken
down on a pro rata basis across all payment periods. However, due to the absence of legal regulatidhs respect, the
practice in such situations may vary.

In connection with the CJEU judgment, the PZU Group has estimated the effects of the legal risk resulting from early repaymen
of consumer loans made before the date of the CJEU judgment and gaxed a provision in the amount of PLN 134 million as

at 31 March 2020. Its amount corresponds to the best possible estimate based on historical data on early repayments of
consumer loans and on the observed historical number of received complaints reigardhe pro rata refund of commissions,
including in the period following the CJEU ruling, as well as taking into account the expectation of trends in the numheud
complaints. The estimation of the provision has required adoption of a number of@kmssumptions and entails a significant
uncertainty following from, among others, the short observation period and the difficult to estimate volatility of the obsdrv

(68)



. GOKR=; @FQ 89Cf9< 3: =RHA=; R=I 1HOfC9 C; QBF9 %J GMH pZU
Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)

trends pertaining to the number and amounts of lodged complaints. For this reason pinevision amount will be subject to
updates in the next periods, depending on the number of complaints and amounts to be refunded.

Provision for legal risk pertaining to FX mortgage loans in Swiss francs

On 3 October 2019, CJEU issued a ruling regardimg effects of possible abusiveness of the provisions of an individual
agreement on a CHdexed loan granted by one of the banks. CJEU interpreted the provisions of Council Directive 93/13/EEC
of 5 April 1993 on unfair terms in consumer contracts in t@ntext of the CHRndexed loan agreement. CJEU specified the
effects of declaring the possible abusiveness of the conversion clauses by the national court, without analyzing at all the
possible abusiveness of the contractual provisions. CJEU did not ti if the national court deems a clause abusive, then it
should automatically declare the entire agreement invalid. An assessment in this respect is up to the national court, however
CJEU did not rule out the possibility of supplementing the gap resudtiftom the abusiveness of the conversion clauses using
national supplementary provisions.

The CJEU ruling provides general guidance for Polish common courts. The ultimate resolutions made by Polish courts will be
based on EU regulations interpreted in amalance with the CJEU judgment, taking into consideration the national laws and
analysis of the individual circumstances of each case. At this point, there is no established line of rulings in casesipgrtai

CHF mortgage loans, which is confirmed brgduently contradictory rulings of common courts and legal queries asked to CJEU
9F< 1MHJ=E= ! GMJL 9AE=< 9L <AKH=DDAF? L@= ; GMIJLKA <GM: LKg

Considering the increasing numbers of lawsuits pertaining to CHF mortgage loans observed in the banking sectoredadkiof

consistency in the line of rulings pertaining to such loans, the PZU Group has estimated a provision for the legal riskat@ssoc

with CHF mortgage loan agreements in the total amount of PLN 59 million as at 31 March 2020, out of which PLI2fani
=PHGKMJ=K L@9L @9N= 9DJ=9<Q : == J=H9A< 9K 9L L@= :9DO®F; = KC
of exposures outstanding as at the balance sheet date, recognized as an element of allowances for expected creditdods

impairment losses in financial instruments.

The amount of the provision for pending disputable cases is determined on the basis of legal opinions pertaining to asséssmen

of the CHF mortgage loan agreement templates and on a ebg&ase assessmenffor each statement of claim) of the risk of

losing the given case in court, taking into account the nature of the claims and the possible financial effects.

In addition, as at 31 March 2020, the PZU Group estimated the portfolio provision for futurelpestatements of claim, whose

value is based on an assessment of the legal risk. Calculating the provision amount, the PZU Group estimates the value of the
portfolio for which future statements of claim may be filed challenging the loan agreement, thebpiulity of losing future court

cases, and the possible financial effects of losing court cases, taking into account the possibility of:

1 invalidating the entire CHF mortgage loan agreement as a result of recognizing the indexation clause as abusive,

1 recognzing the clauses contained in the loan agreement as abusive clauses resulting in determining the loan balance in
PLN and leaving the loan interest rate based on the LIBOR rate (thmabled currency conversion of a CHF loan agreement),

1 recognizing the inlexation clause as abusive and replacing it with the average NBP exchange rate,
1 dismissing the statement of claim.

Considering the inconsistent line of rulings pertaining to CHF mortgage loans and the relatively short, for court procegdings
period for which historical data is available for court cases associated with such loans, the estimation of the provision required
making expert assumptions by the PZU Group and entailed a significant uncertainty. The PZU Group will monitor the impact of
the CJEU rulingn the directions of decisions made by Polish courts, the market practice and the behaviors of borrowers, and
will update all assumptions made in the provisioning process.

Provisions for guarantees and sureties given

This item includes provisions recogred by banks for the potential loss of economic benefits resulting fromtmdfance sheet
exposures (e.g. granted guarantees or credit exposures).
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Provision for the Office of Competition and Consumer Protection penalties

The amount of PLN 57 million p&ins to the penalty imposed on PZU in the proceedings of the President of the Office of
Competition and Consumer Protection. Additional information on this matter is presentedeaction22.2

The amount of 28 nilion pertains to a penalty returned by the Office of Competition and Consumer Protection to Pekao. Due to
the potential risk of outflow of resources in connection with this case the PZU Group has not recognized the revenue omtaccou
of the refunded resotces but recognized a provision.

Provision for restructuring expenses

The Management Board of Pekao reported that on 20 February 2020, in accordance with the provisions of the Act on the Rules

for Terminating Employment Relationships, it adopted a restibn concerning the intention of conducting group layoffs and

commencing the consultation procedure on group layoffs.

The Pekao Management Board intends to terminate employment contracts with a maximum of 1,200 employees and modify

employment conditions br a maximum of 1,350 employees in the period from 13 March 2020 to 31 October 2020, while Pekao

can take a unilateral decision to extend the process by no more than 5 months.

The total costs related to the termination of employment contracts and to the dification of the employment conditions of

Pekao employees under group layoffs and the restructuring of the branch network has been estimated at PLN 144 million and

the restructuring provision in this amount has been recognized for this purpose.

The remaning balance is made up of:

1 PLN210 millodH=JL9AFAF? LG L@= J=KLJM; LMJAF? HJG; =KK ; GF<M; L=x<
2019);

1 PLN 2 milliors pertaining to the restructuring processes in Alior Bank (as at 31 December 200 5Rhillion).

8.37 Notes to the consolidated statement of cash flows
Accruals and

Movement in liabilities Chanaes amrtr1evsr-(r:tsst as Foreian
attributable to financial Beginning of ang pay 9 End of the

L ) . resulting from well as exchange Other changes .
activities in the period ended the period . period

cash flows settlements of differences
31 March 2020 ;
discount and
premium

Loans received 5,427 (242) 2 338 - 5,525
L|ab|||lt|.es on the issue of debt 9,273 (1,437 12 21 i 7.869
securities

Bonds 3,976 (1,041 7 - - 2,942

Certificates of deposit 3,940 (384) 5 3 - 3,564

Covered bonds 1,357 (22) - 18 - 1,363
Subordinated liabilities 6,700} (29) 40 3 - 6,714
Liabilities on accouqt of 599 (104) ) i i 495
repurchase transactions
Lease liabilities 1,066 (71) 19 - 115 1,129
Total financial liabilities 23,065 (1,883) 73 362 115 21,732
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Accruals and
Recogni interest Change in
Movement in liabilities Beginnin tion gf Changes | payments as | Foreign thg
attributable to financial 9 9 resulting well as exchange . Other | End of the
R . of the lease . composi- .
activities in the period ended . o from cash | settlements | difference | .. changes| period
period liabilities . tion of the
31 December 2019 flows of discount s
(IFRS 16) Group
and
premium
Loans received 4,386 - 938 6 33 53 11 5,427
L|ab|||_t|.es on the issue of ebt 12,009 ) (2,828 103 ) (10) 9,273
securities
Bonds 5,922 - (2,022 74 2 - - 3,976
Certificates of deposit 4,542 - (631) 29 - 3,940
Covered bonds 1,545 - (175) - 3 - (20) 1,357
Subordinated liabilities 6,061 - 453 176 10 - 6,700
Liabilities on accoun_t of 540 ) 55 4 ) ) ) 599
repurchase transactions
Liabilities for borrowings - - (5) - 5 - -
Lease liabilities 10 1,301 (297) (24) (1) 23 54 1,066
Total financial liabilities 23,006 1,301 (1,684) 265 31 91 55 23,065

9.

Assets securing receables, liabilities and contingent liabilities

Assets securing liabilities and contingent liabilities include primarily mortgalgacked bonds and receivables (in the case of
mortgage bond issues) and cash deposits (in the case of coverage of the Settle@Guarantee Fund for the National Depository
for Securities). The table presents the carrying amount of the collateral, by type of secured liability.

Financial assets pledged as collateral for liabilities and contingent liabilities

31 March 2020

31 Decembe 2019

Carrying amount of financial assets pledged as collateral for liabilities
Repurchase transactions
Coverage of the Guaranteed Funds Protection Fund for the Bank Guarantee Fund
Coverage of liabilities to be paid to thguarantee fund at the Bank Guarantee Fund
Coverage of liabilities to be paid to the mandatory restructuring fund (BFG)
Lombard and technical credit
Other loans
Issue of covered mortgage bonds
Coverage bthe Settlement Guarantee Fund for the National Depository for Securities
Derivative transactions
Carrying amount of financial assets pledged as collateral for contingent liabilities
Total financial assets pledged as collateral for liabilities and contingent liabilities

8,622
495
933
147
307

3,779
704

1,924

48
285

8,622

10,522
598
938
122
302

5,758
709
1,872
83
190

10,522



. GOKR=; @FQ 89Cf9< 3: =RHA=; R=I 1HOfC9 C; QBF9 %J GMH pZu
Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020
(in millions of PLN)

10.  Contingent assets and liabilities

Contingent assets and liabilities 31 March 2020 31 December 2019
Contingent assets, including: 6 6
- guarantees and sureties received 6 6
Contingent liabilities 58,298 59,437
- for renewable limits in settlement accounts and credit cards 10,344 10,603
-for loans in tranches 29,228 29,867
- guarantees and sureties given 9,764 9,782
- disputed insurance claims 649 773
- other disputed claims 212 212
- other, including: 8,099 8,200
- guaranteeing securities issues 3,616} 3,636
- factoring 3,317 3,300
-intra-day limit 364 339
- letters of credit and commitment letters 621 732
- other 181 193

Granting of sureties or guarantees for loans or borrowings by PZU or its subsidiaries

In the 3month period ended 31 March 2020 and 2019, neither PZU nor its subsidiaries granted any sureties for a loan or
borrowing or guarantees to any single entity or any subsidiary of such an entity where the total amounttefamding sureties
or guarantees would be significant.

11. Commentary to the condensed interim consolidated financial statements

In the 3month period ended 31 March 2020, gross written premium was PLN 6,097 million compared to PLN 5,901 million in the
same peiod last year (+3.3%). The increase in sales applied above all to the following:

1 growth of sales of unidinked insurance products offered jointly with the banks;

1 ADD and other insurance, driven by growth of the insurance portfolio offered in strategitnpaship in TUW PZUW, and by
?2JGOL@ G> AFKMJ9F; = K9D=K G>>=J=< AF
loans and provision of an insurance cover for physicians and medical personnel against CO\itifection;

1  growth of the group health product portfolio;

1 active upsales of insurance riders in individually continued products.

The increases were partially offset by lower premiums in motor insurance resulting among others from persistently strorgy pric
pressure andower sales of insurance offered by leasing companies.

Investment income including interest expenses in Q1 2020 and Q1 2019 was: PLN 1,371 million and PLN 2,493 million,
respectively. A decline in investment income generated in banking activity and ndtasfking activity. In banking activity, the

lower result was caused in particular by the recognition in Q1 2020 of an additional provision for the anticipated detéoiomait

credit portfolio quality in Pekao and a negative effect of the CJEU judgmenthim matter of consumer loans. The effect was
partially offset by the increase in the volume of loans to clients.

Income on investing activity, excluding banking businésgell mainly due to worse performance on listed equities, in particular
by the deterbration of market conditions in connection with the COVI® pandemic, translating among others into investment
H=J>GJE9F; = AF L@= HGJL>GDAG G> 9KK=LK LG ; GN=J AFN=KLE=FL

2Banking activity: data of Pekao and Alior Bank

\72)
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Net claims and beefits (including the movement in technical provisions) were PLN 3,281 million, or 17.1% less than in the same
period last year. The following factors contributed to the decline in the category of net claims and benefits:

1 inlife insurance, the lower invament result on most unitlinked product portfolios compared to the results generated last
year and lower payments of benefits in protection products;

1 lower loss ratio in the portfolio of insurance against fire and other damage to propérity the correspnding period of 2019

there were several high value claims, including claims on inward reinsurance of TUW PZUW, which reduced the result by

nearly PLN 28 million, as well as claims due to gusty wind.

On the other hand, net claims and benefits increasedtire non-motor insurance portfolio, in particular in general liability
insurancedin the corresponding period of 2019 claims and benefits were lower in the medical center insurance portfolio.

In Q1 2020 acquisition expenses rose by PLN 42 million relatitbe same period last year. The increase was driven mainly by a
change in the structure of products and sales channels in PZU.

.83 %JIGMHAK 9<EAFAKLJ9LAN= =PH=FK=K AF /p I'RI'P LGL9D=< . * F
period of 2019, or they were PLN 59 million higher than in the previous year.

Administrative expenses in the banking activity segment (net of adjustments on account of valuation of assets and liabdities

fair value) increased by PLN 14 million (+1.2%)=ThC=Q ; GFLJA: MLGJ 0O=J= . =C9GAK H=JKGF

administrative expenses of the insurance segments in Poland were PLN 30 million higher compared to the previous year. This

change largely resulted from higher personnel costs in connentiwith the wage pressure on the market.

In Q1 2020, the balance of other operating income and expenses was negative and amounted tb,486\million compared
with the also negative balance for 2019 of PLN12 million. The following factors had an impaaen this result:

1 non-recurring effect of an impairment loss on the goodwill arising from the acquisition of Alior Bank in the amount of PLN
516 million;

1 lower fees paid to the Bank Guarantee Fund falling from PLN 515 million in Q1 2019 to PLN 339 imi#le20 due to the
lower fee for forced reorganization;

recognition of a restructuring provision in Pekao;

levy on financial institutionsSL @= . 8 3 %J GMHAK DA9: ADALQ GF 9;; GMFL G> L @AK

2020 was PLN 291 hiwn compared to PLN 285 million in the previous year.

Operating profit in Q1 2020 was PLN 656 million, down by PLN 833 miti&n9%6) compared to the result in the same period
last year. This movement resulted in particular from:

1 lower investment incone as a result of a decrease in the result on listed equities, in connection with worse economic
conditions caused by the COAD® pandemic;

1 higher profitability of the mass insurance segment (+PLN 31 million) driven by the lower loss ratio ismator insurance,
including a lower level of losses caused by weather events;

91 higher underwriting result in the corporate insurance segment (+PLN 21 million) due to improved profitability in the motor
insurance portfolio, higher income on investments allocated toetsegment, while the sales level was about the same and
the loss ratio increased in the property insurance portfolio;

1 higher profitability in group and individually continued insurance (+PLN 102 million) with a growing health insurance
portfolio as a resul of a decrease in the loss ratio on certain risks in the group protection portfolio and higher operating
expenses;

91 slightly higher result on individual insurance (+PLN 3 million) due to the expanding insurance portfolio, mainly
bancassurance, with higheoperating expenses;

1 lower results in the banking activity segmentRLN 682 million), among others in connection with the impairment loss on
the goodwill arising from the acquisition of Alior Bank in the amount of PLN 516 million, recognition in Q1 2020 of
additional provision for projected deterioration of credit portfolio quality in Pekao in the amount of approximately PLN 200
million and a negative effect of the CIJEU judgment on consumer loans. These effects were partially offset by lower
payments tothe Bank Guarantee Fund in Q1 2020.

Net profit fell relative to Q1 2019 by PLN 723 milliel(4%) to PLN 289 million. The net profit attributable to shareholders of
the parent company was PLN 116 million, compared to PLN 747 million in 2019 (down 84.5%).
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As at 31 March 2020, consolidated equity according to IFRS was PLN 39,642 million compared to PLN 38,548 million as at 31
+9J; @ I'Ppxkyk %IGOL@ H=JL9AF=< LG L@= =! MALQ 9-+tontbling MteréstsD= L G
The retun on equity attributable to the parent company (R@Hor the period from 1 January 2020 to 31 March 2020 was 2.9%,
down 16.6 p.p. from the same period last year. In comparison with consolidated equity as at 31 December 2019, equity climbed
PLN 354 millionThe value of norcontrolling interests increased compared to the end of the previous year by PLN 324 million to
reach PLN 23,443 million, its movement driven by the result attributable to wwamtrolling shareholders of PLN 173 million
(generated by AlioBank and Pekao), a decrease in the valuation of debt and an increase in hedging derivatives measured at fair
N9DM= L@IGM?@ GL@=J ; GEHJ=@=FKAN= AF; GE=¢ #|1 MALQ 9LLJA: ML9: I
compared to the end ofhe previous year, as an effect of the net result attributable to the parent company earned in Q1 2020 in

the amount of PLN 116 million, lower valuation of debt instruments and an increase in hedging derivatives measured at fair
value through other compreknsive income.

Total equity and liabilities as at 31 March 2020 increased compared to 31 December 2019 by PLN 13,875 to PLN 357,215 million.
The increase pertained mainly to the liabilities to clients under deposits item (+PLN 9,146 million).

The investmen portfolio*as at 31 March 2020, excluding the impact of the banking business, was PLN 49,558 million compared
to PLN 49,689 million as at and 31 December 2019. The change in the value of the investment portfolio was due to the lower
valuation of mainly guity instruments constituting coverage of investment products, which was partially offset by the increased
premium receipts in the beginning of the year and the investment result. Loan receivables as at 31 March 2020 were PL® 198,84
million compared to RN 194,868 million as at 31 December 2019.

The largest component of equity and liabilities at the end of Q1 2020 were liabilities to clients under deposits accoueting f
63.8%. They increased by PLN 9,146 million to PLN 227,734 million driven by cuepasits from clients. At the same time,
liabilities to banks, including current deposits, also went up.

The value of technical provisions at the end of Q1 2020 was PLN 47,180 million and accounted for 13.2% of total equity and
liabilities. Compared to 31 &cember 2019, provisions fell by PLN 149 million. This change resulted primarily from the following:

1 lower provisions in unitlinked life insurance products due to the negative result on investment activity;

1 anincrease in the provision for unearned prenms in nonlife insurance resulting from expanding insurance sales;

12.  Capital management

-F r -;LG:=J I'Pph .83 1MH=JIJNAKGJQ G9J< 9<GHL=< 9 J=KGDMLAGF
'rRre Oa. GDA; QAb

In accordance with the Pally, the PZU Group endeavors to do the following:

T E9F9?= ; 9HAL9D =>>=; LAN=DQ : Q GHLAEARAF? L@= MK9?= G> ; 9HA
1T E9PAEAR= L@= J9L= G> J=LMJF GF =1 MALQ >GJ L@= H®RFL ; GEI
security and retaining capital resources for strategic growth objectives through acquisitions;

f =FKMJ= KM>>A; A=FL >AF9F; A9D E=9FK LG ; GN=J L@= .83 %JGMHAK
The capital management policy rests among others on the followprinciples:

f L@= .83 WIGMHAK ; 9HAL9D E9F9?=E=FL OAF; DM<AF? =P; =KK ; 9HAL
f KMKL9AF L9J?=L KGDN=F; Q J9LAGK 9L L@= D=N=DSolgrcyMPRE >GJ L@
f maintanL @= .83 % GMHAK >AF9F; A9D D=N=J9?= J9LAG 9L 9 D=N=D FG

3 Annualizedratio
4The investment portfolio contains investment financial assets (including investment products), investment properties (inotudie part

presented in the category of assets held for sale) financial derivatives along with the negative valuatiomatiees and liabilities arising from
repurchase transactions.
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1 ensure funds for growth and acquisitions in treaming years;
1 PZU will not issue any new shares for the duration of this Policy.
The PZU Group and PZU dividend policy assumes that:

1 the dividend amount proposed by the PZU Management Board for the financial year is determined on the basis of the PZU
%J GMHAK ; GFKGDA<9L=< >AF9F; A9D J=KMDL 9LLJA: ML9: D= LG L@=

- no more than 20% will be earmarked as retained earningspfgiementary capital) for goals associated with organic
growth and innovations as well as execution of growth initiatives;

- no less than 50% is subject to payment as an annual dividend;

- the remaining part will be paid in the form of annual dividend or wiicrease retained earnings (supplementary
capital) if in the given year significant expenditures are incurred in connection with execution of the PZU Group
Strategy, including in particular, mergers and acquisitions;

subject to the items below:

1 accordngG L@= .83 +9F97?=E=FL G9 J < A KassésEneri B th Farent dompady, tleFown K GD N:
funds of the parent company and the PZU Group following the declaration or payment of a dividend will remain at a level
that will ensure fulfillment ofthe conditions specified in the capital policy;

T O@=F <=L=JEAFAF? L@= <ANA<=F< L @= =?2MD9LGJQ 9ML@GJALQAK
consideration.

External capital requirements

According to the Insurance Activity Act, the calation of the capital requirement is based on market, actuarial (insurance),
counterparty insolvency, catastrophic and operational risks. Assets, liabilities and as a consequence own funds covering the
capital requirement are measured at fair value. Thep@i@l requirement is calculated in accordance with the standard formula at

the level of the entire PZU Group.

Pursuant to Article 413ection 1 of the Insurance Activity Act, the PZU Group is obligated to prepare and disclose an annual
solvency and finanal condition report at the group level drafted in accordance with the principles of Solvency II. The 2019
report published on 28 May 2020 is available onlineh&tps://www.pzu.pl/relacje-inwestorskie/informacjefinansowe Pursuant

to Article 290section 1 of the Insurance Activity Act, a solvency and financial condition report of an insurance undertaking is
audited by an audit firm.

Irrespective of the above, some PZU Group comjganare obligated to comply with their own capital requirements imposed by
the relevant legal regulations.

2@ .83 %I GMHAK KGDN=F; Q J9LAG 9K 9L rfp "=;=E:=J TPpx HM: DA
report was 245%.

The maintaned levels of solvency ratio comply with those assumed in the capital policy of the PZU Group.
13. Segment reporting
13.1 Reportable segments

13.1.1. Key classification criterion

Operating segments are components of an entity for which separate financial information &@lalble and is subject to regular
assessment by CODM (in practice this is the PZU Management Board), related to allocating resources and assessing operating
results.
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The main dividing line between segments in the PZU Group is based on the criteria ofatuge of business, product groups,
client groups and the regulatory environment. The characteristics of individual segments is provided in the table below.

Accounting . . -
Segment standards Segment description Aggregation criteria
Aggregation by similarity o
Corporate products  offered, similar
insu?ance Broad scope of property insurance products, TPL and motor insurg] client groups to which they
(norlife PAS ; MKLGEAR=X< LG 9 ;i MKLGE=JAK = qJare offered, distribution
insurance) offered to large economic entities by PZU, Link4, TUW PZUW. channels and operation in the
same regulatory
environment.
Mass insurance Broad scope of property, accident, TPL and motor insurance prody
(non-life PAS offered to individual clients and entities in the small and mediu] As above.
insurance) corporate sector by PZU and Link4.
%J GMH AFKMJO9F; = 9<<J=KK=< :Q .
other formal groups (e.g. traé unions), under which persons under
Group and . S ) .
individually legal relationship with the policyholder (e.g. employer, trade union) en
. in the insurance and individually continued insurance in which t .
continued PAS . . . A . . . No aggregation
insurance policyholder acquired the right to individual continuation during th
o goMH H@9K=¥ .83 | Q; A=AK G>>=1]
(life insurance) ; : . . .
insurance, investment insurance (which are not investment contrag
and health insurance products.
"FKMJ9F; = G>>=J = dividuaQclient8 8ndet \hjclA thq
Individual insurance contract applies to a specific insured and this insured is suh
insurance PAS LG AF<ANA<M9D MF<=JOJALAF?§K . 8]Noaggregation
(life insurance) protection insurance, investment insurance (which are not investmd
contracts) and health insurance products.
The segment includes:
1.AFN=KLE=FLK G> L@= .83 %JGMHAK
G> AFN=KLE=FLK GN=J L=; @FA; 9D .
) ; The aggregation was effecte
plus the surplus of income eaed over the riskiree rate on e
: . . L L because of the simila
Investments PAS investments reflecting the value of technical provisions in insurar]

products, i.e. surplus of investment income allocated at transfer pri
to insurance segments;
2.income from other free funds in the PZU Group (in partiay

consolidated mutual funds).

surplus-based nature of the
revenues
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Accounting I . L
Segment standards Segment description Aggregation criteria
The aggregation was carried
out due to similarity of
. . i ff
Banking activit IFRS Broad range of banking products offered both to corporate and retail Erotiljecéf);nisieerzlgﬁz ?heerec
9 y clients by the Pekao Group and the Alior BaBkoup. Dy e P
identical regulatory
environment of their
operations.
F’ensmn PAS 2nd pillar pension insurance No aggregation
insurance
The aggregation was carried
out due to similarity of
Baltic States IFRS Non+life insurance and life insurance products offered by LD and its Erotiicianizieezlgiz offerec
branch in Estonia, AAS Balta and PZU LT GD. Y The | P
similarity of the regulatory
environment of their
operations.
The aggregation was carried
. Non+-life and life insurance products offered by PZU Ukraine and PZU | out due to similarity of the
Ukraine IFRS . . .
Ukraine Life Insurance. regulatory environment of
their operations.
.83 ] Q; A= HJG<M; LK L@9L <G FGL
Investment the meaning of IFRS 4 and that do not meet the definition of an insura .
PAS . . No aggregaton
contracts contract (i.e. some products with a guaranteed rate of return and somq
unit-linked products).
Other PAS / IFRS Other products and services not classified into any of the above
segments.
13.1.2. Information relating to geographical areas

The PZU Group applies additional segmentation by geographic location, according to which the following geograigas were

identified:
 Poland;

 Baltic states;

9  Ukraine.

13.2

Inter -segment settlements

The net result of investments (the difference between realized and unrealized revenues and costs) carried in corporategesura
(non-life), mass insurance (nofife), group ad individually continued insurance (life), individual insurance (life) is determined
on the basis of transfer prices using interest rates from the yield curves for treasuries. Follinkeéd insurance products,
guaranteed rate products and structured prhicts the net result of investments covering the technical provisions corresponding
to them is carried directly.

13.3 1=?E=FLAK E=9KMJ= G> HJG>AL

2 @= 83 %JGMHAK G> 9 K=?E=FLAK HJG>AL

1 in the case of corporate, mass, group, in@ually continued and individual insurance segmen#sinsurance result, which is
the financial result before tax and other operating income and expenses (including financial costs), however including
investment income (corresponding to the value of teciwal provisions) determined using the riskee rate. The insurance
result is a measure approximately equivalent to the technical result defined in PAS, taking into account the difference in th
recognition of the net result on investments as describedtlie previous sentence;

>MF<9E=FL9D E=9KMJ=

@

AK
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1 in the case of the investment segmerd the investment result of PZU Group companies less the result allocated to
insurance segments and adjusted for dividends received from subsidiaries and valuation of subsidiaries by the equity
method (conducted in accordance with PAS);

1 in the case of investment contract$ the operating result, calculated in the manner approximately equivalent to the
technical result in accordance with PAS;

1 in the case of banking activity and foreign insurancetiaity 8 the operating result according to local accounting standards
AF L@= ; GMFLJQ G> L@= ; GEH9FQAK J=?AKL=J=< G>>A: =K GJ 9:: G

13.4 Accounting policies applied according to PAS

13.4.1. PZU

PAS and the differend¢ : =L O== . 1 9F< '$01 AF J=KH=;L G> .83AK KL9F<9D
.83AK KL9F<9DGF= >AF9F; A9D KL9L=E=FLK >GJ TPpx

.83AK I'PpX KL9F<9DGF= >AF9F; A9D K IwepzEEgFAFA KL @=J =& ' 9FNN\D=AKDL.9G JD =0 =¥F9 |

1342. .83 | Q; A=

2@= 9; ; GMFLAF? KL9F<9J<K 9;; GJ<AF? LG . 1 9HHDA; 9: D= LG . 83
5@9L AK MFAI M= LG .83 ] Q; A= AK L @andinvestmént cGntractd acco@iNRAIPRS? > GJ A

The fundamental difference between PAS and IFRS in respect of accounting for insurance agreements and investment contracts

9L .83 | Q; A= AK L@= ; D9KKA>A; 9LAGF G>inPAg Rsac@nsdqglence & @ich all AK F
agreements are classified as insurance agreements. According to IFRS agreements are classified according to the guidelines se

forth under IFRS 4 on the classification of products as insurance contracts (subjecRS W) or investment contracts (measured

according to 1AS 9). In the case of the latter the written premium is not recognized.

13.5 Simplifications in the segmental note

The segmental note has applied certain simplifications permitted by IFRS 8. The justiicddir their usage is portrayed below:

1 withdrawing from presenting data related to the allocation of all assets and liabilities to various segmémesulting from
not preparing and not presenting such tables to the PZU Management Board. The main infaymadelivered to the PZU
Management Board consists of data regarding the results of given segments and managerial decisions are made on this
basis, including decisions on resource allocation. The analysis of the segmental allocation of assets and éabditimited
to a large extent to monitoring the fulfillment of the regulatory requirements;

1 presenting the net result on investments as a single amount as the difference between the realized and unrealized revenues
and the costs of investments stemming from the internal assessment of the segmental results based on such a combined
measure of investment results;

T FGL 9DDG; 9LAF? GL@=J J=N=FM=K 9F< ; GKLK LG L@= K=?E=FL ; 9C
costs of investmentsssL =EEAF? >JGE L @= E=L@G< G> 9F9DQRAF? L@AK K=?E
allocation.
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(in millions of PLN)

13.6 Quantitative data
Corporate insurance (non-life insurance) 1 January s 1 January s
31 March 2020 31 March 2019

Gross written premiund external 666 670
Gross written premiun® crosssegment 7 1
Gross written premiums 673 671
Movement in provision for unearned premiums and gross provision for unexpired risks 101 55
Gross earned premium 774 726
0=AFKMJ=JKA K@9J= AF ?2JGKK OJALL=F HJ=E/ (124) (49)
0=AFKMJ=JAK K@9J= AF L@= EGN=E=FL AF HJ(
provision for unexpired risk (49) (76)
Net earned premium 601 601
Investment income, including: 43 25

external operations 43 25

intersegment operations - -
Other ne technical income 23 9
Income 667 635
Net insurance claims and benefits (386) (382)
Movement in other net technical provisions - -
Acquisition expenses (129) (125)
Administrative expenses (36) (30)
Reinsurance commissions and profit participan 10 10
Other (20) (23)
Insurance result 106 85
Mass insurance (nonlife insurance) 1 January 1 January s

31 March 2020 31 March 2019

Gross written premiund external 2,755 2,683
Gross written premiun® crosssegment 7 4
Gross written premiums 2,762 2,687
Movement in provision for unearned premiums and gross provision for unexpired risks (220) (161)
Gross earned premium 2,542 2,526
0=AFKMJ=JKA K@9J= AF ?2JGKK OJALL=F HJ=E/ 9) (35)
0= ‘A‘F KMJ = J‘ A K_ K@9J= AF L @wnedEpB®hurasamdlthe grdss HJ ( 13) 13
provision for unexpired risk
Net earned premium 2,520 2,504
Investment income, including: 170 120

external operations 170 120

intersegment operations - -
Other net technical income 34 48
Income 2,724 2,672
Net insurance claims and benefits (1,529) (1,548)
Movement in other net technical provisions - -
Acquisition expenses (492) (475)
Administrative expenses (166) (152)
Reinsurance commissions and profit participation (2) -
Other (115) (107)
Insurance result 421 390
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A . . o 1 January 8 1 January
Group and individually continued insurance (life insurance) 31 March %’OZO 31 March %/019
Gross written premiun® external 1,759 1,733
Gross written premiun® crosssegment - -
Gross written premiu ms 1,759 1,733
Movement in the provision for unearned premiums (2) 1)
Gross earned premium 1,758 1,732
0=AFKMJ=JKA K@9J= AF ?2JGKK OJALL=F HJ=E/ - -
0=AFKMJ=JAK K@9J= AF L@= EGN=E=FL AF HJ( i )
provision for tnexpired risk
Net earned premium 1,758 1,732
Investment income, including: 25 176
external operations 25 176
intersegment operations - -
Other net technical income 1 1
Income 1,784 1,909
Net insurance claims and benefits and movementother net technical provisions (1,121) (1,364)
Acquisition expenses (97) (90)
Administrative expenses (158) (151)
Other (10) (8)
Insurance result 398 296
Individual insurance (life insurance) 31' iﬂ:ﬁﬁg&o 3::LL "\]g:zs%ig
Gross written premiun® external 416 327
Gross written premiun® crosssegment - -
Gross written premiums 416 327
Movement in the provision for unearned premiums 2 3
Gross earned premium 418 330
0=AFKMJ=JKA K@9J= AF ?2JGKK OJALL=F HJ=E/ - -
0=AFKMJ=JAK K@9J= AF L@= EGN=E=FL AF HJ( ) )
provision for unexpired risk
Net earned premium 418 330
Investment income, including: (267) 192
external operations (267) 192
intersegment operations - -
Other net technical income 1 -
Income 152 522
Net insurance claims and benefits and movement in other net technical provisions (22) (406)
Acquisition expenses (39) (31)
Administrative expenses (20) (27)
Other 1) 1)
Insurance result 70 67
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Investments 1 January 8 1 January
31 March 2020 31 March 2019

Investment income, including: (142) 157

- external operations (161) 140

- intersegment operations 19 17
Operating result (142) 157

1 January 8 1 January 9
i ivi 31 March 2019
Banking activity 31 March 2020 arc
(restated)

Revenue from commissions and fees 975 932

- external operations 946 910

- intersegment operations 29 22
Investment income 2,111 2,297

- external operations 2,111 2,297

- intersegment operations - -
Income 3,086 3,229
Fee and commission expenses (235) (175)
Interest expenses (463) (490)
Administrative expenses (1,227) (1,213)
Other (1,222)V (730)
Operating result (61) 621

Y including impairment loss on goodwill (in the amount of PLN 516 mifljoarising from the acquisition of Alior Bank. Additional information on this matter is

presented insection8.16.1

Pension insurance 1 January s 1 January s
31 March 2020 31 March 2019

Investment income, including: 1 1

external operations 1 1

intersegment operations - -
Other income 47 32
Income 48 &
Administrative expenses 9) (12)
Other 1) Q)
Operating result 38 20
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. 1 January 8 1 January 8

Insurance - Baltic States 31 March 2020 31 March 2019
Gross written premiun® external 423 416
Gross written premiun® crosssegment - -
Gross written premiums 423 416
Movement in provision for unearned premiums and gross provision for unexpired risks 9 (16)
Gross earned premium 432 400
0 = A F K Mdre=ird gfoAs wHtten premium (33) (28)
0=lA‘FKMJ=J.AK. K@9J= AF L@= EGN=E=FL AF HJ( 19 14
provision for unexpired risk
Net earned premium 418 386
Investment income, including: (27) 14

external operations (27) 14

intersegment operations - -
Income 391 400
Net insurance claims and benefits (234) (247)
Acquisition expenses (86) (81)
Administrative expenses (35) (31)
Other 1 1
Insurance result 37 42
Insurance - Ukraine 1 January s 1 January

31 March 20D 31 March 2019

Gross written premiunmd external 79 71
Gross written premiumd crosssegment - -
Gross written premiums 79 71
Movement in provision for unearned premiums and gross provision for unexpired risks 6 (7
Gross earned premium 85 64
0=AFKMJ=JKA K@9J= AF ?2JGKK OJALL=F HJ=E/ (27) (20)
O=.A‘FKMJ=J.AK- K@9J= AF L@= EGN=E=FL AF HJ( i @
provision for unexpired risk
Net earned premium 58 42
Investment income, including: 16 8

external opeations 16 8

intersegment operations - -
Income 74 50
Net insurance claims and benefits (26) (29)
Acquisition expenses (31) (25)
Administrative expenses (8) @)
Other 9
Insurance result 18
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Investment contracts 1 January 1 January s
31March 2020 31 March 2019
Gross written premium 9 10
Movement in the provision for unearned premiums - -
Gross earned premium 9 10
0=AFKMJ=JKA K@9J= AF ?JGKK OJALL=F HJ=E/ - -
0=AFKMJ=JAK K@9J= AF L @uneab@NrerEumEL AF L @3 - -
Net earned premium 9 10
Investment income, including: (29) 8
external operations (29) 8
intersegment operations - -
Other income - -
Income (20) 18
Net insurance claims and benefits and movement in other net teclahiprovisions 22 (26)
Acquisition expenses - -
Administrative expenses (2) (2)
Other - -
Operating result 1 1
1 January 3 1 January 3
Other segments 31 fﬁuzﬁ goazo 31 fﬁlrﬁﬁ ;0919
Investment income, including: 1 -
- external operations 1 -
- intersegment operations - -
Other income 312 264
Income Bl 264
Costs (331) (276)
Other 5 5
Operating result (13) 9)
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Reconciliations Net earned Investment Net nsurance Acquisition | Administra- Operating
1 January 2020- 31 March 2020 premium income clalms anq expenses | tive expenses result
benefits paid
Corporate insurance 601 43 (386) (129) (36) 106
Mass insurance 2,520 170 (1,529 (492) (166) 421
E;%L:znir;d individually continued 1,758 o5 @121 ©7) (158) 308
Individual insurance 418 (267) (22) (39) (20) 70
Investments - (142) - - - (142)
Banking activity - 2,111 - - (1,227 (61)M
Pension insurance - 1 - (1) 9 38
Insurance- Baltic States 418 (27) (234) (86) (35) 37
Insurance- Ukraine 58 16 (26) (31) (8) 18
Investment contracts 9 (29) 22 - 1) 1
Other segments - 1 - - - (23)
Total segments 5,782 1,902 (3,296) (875) (1,660) 873
Presentation of investment contracts 9) 30 (22) - - -
Estimated salvage and subrogation - - 2) - - 2
Valuation of equity instruments - 4) - - - 4)
Measurement of properties - - - - - 2
Elimination of the equalization provisior
and prevention fund ) ) ) ) ) ®)
Charges for the Company Social Benef
SMF< 0850106 9F< 9; ] ] ] ] (10) (10)
Consolidation adjustments (11) (72) 39 40 9) (198)
Consolidated data 5,762 1,856 (3,281) (835) (1,679) 656

Y including impairment loss on goodwill (in the amount of PLN 516 million) arising from the acquisition of Alior BAdKitional information on this matter is

presented insection8.16.1

2 Consolidation adjustments ensue chiefly from the dividends paid between the various segments and the various accountingastanith which the specific

reporting segments are reported (PAS and IFRS) and consolidated data (IFRS).

¥2@= KME G> L@= >GDDGOAF? DAF= AL=EK AF L@= ; GFKGDA<9AN=< AFILG>IALK L9 FI<9 LD=GWK &9-;L; @\
AF; GEO=AKIMDaL GF <=J=; G?FALAGF G> >AF9F; A9D AFKLJME=FLK 9F< AF Nimnt bsséslok AJ] &+ GN
>AF9F; A9D AFKLJME=FLKA 9F< &4, =L EGN=E=FL AF >9AJ N9DM= G> 9KK=LK 9F< DA9: ADAL/
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Recorciliations Net earned Investment Net i_nsurance Acquisition | Administra- Operating
1 January 2019- 31 March 2019 ) . claims and .
(restated) premium income benefits paid expenses | tive expenses result
Corporate insurance 601 25 (382) (125) (30) 85
Mass insurance 2,504 120 (1,548 (475) (152) 390
E;c;t:gnir;d individually continued 1,732 176 (1,364 (90) (151) 296
Individual insurance 330 192 (406) (31) a7) 67
Investments = 157 = = = 157
Banking activity - 2,297 - - (1,213 621
Pension insurane - 1 - 1) (12) 20
Insurance- Baltic States 386 14 (247) (81) (31) 42
Insurance- Ukraine 42 8 (29) (25) @) 5
Investment contracts 10 8 (16) - Q) 1
Other segments - - - - - 9
Total segments 5,605 2,998 (3,982) (828) (1,614) 1,675
Presenation of investment contracts (11) (5) 16 - - -
Estimated salvage and subrogation - - @) - - Q)
Valuation of equity instruments - 4 - - - 4
Measurement of properties - - - - Q) -
Elimination of the equalization provisior
and preventon fund ) ) ) ) ) (%)
Consolidation adjustments’ 2) 21 9 35 (5) (176)
Consolidated data 5,592 30182 (3,958) (793) (1,620) 1,489

Y Consolidation adjustments ensue chiefly from the dividends paid between the various segments and the varimeuating standards in which the specific
reporting segments are reported (PAS and IFRS) and consolidated data (IFRS).

>GDDGOAF?
GF

22 @= KME G»>
AF: GE=AJ

L @=
a0=KMDL

<=]J=:

DAF=
G? FALAGF

AL=EK AF

G>

L @=

; GFKGDA< Oeinte= KU G3AL=AF<a DG@KJ 9F 5 G\

>AF9F; A9D AFKLJME-=Rkdad idgaismena IBsses k. E=F L K A J]

>AF9F; A9D AFKLJME=FLKA 9F< &, AD: AGM+RA=KL EARKMIAX NADMIAG> NOOK=IAKk 9F< D
1 January 31 March 2020 1 January 31 March 2019
. Consoli- . Consoli-
Baltic . Un- Baltic . Un-
Poland States Ukraine allocated dated Poland States Ukraine allocated dated
value value
Gross written premiund 5,595 423 79 - 6,007 5,414 416 71 - 5,901
external
r ritten premiuns
Gross written premiunmd 6 ) ) ©) ) 3 ) . 3) )
crosssegment
Revenue from 1,019 : - - 1,019 961 - ; - 961
commissions and fees
Investment income” 1,867 (27) 16 - 1,856 2,996 14 8 - 3,018
YThesE G> L @= >GDDGOAF? DAF= AL=EK AF L@= ; GFKGDA<9L=< HUS3AKLO9FSLDBERKAOL @EMFER
AF; GE=A/] A20=KMDL GF <=J=; G?FALAGF G> >AF9F k& Dor epebidd nddi FoEsksKandirfpairmént Ibsselk brE = F L K A /]

>AF9F; A9D AFKLJME=FLKA 9F«<

a, =L

EGN=E=FL

AF

>9AJ

N9 DM=

G>

9KK=LK

9 F<

DA9:

ADAL
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31 March 2020

31 December 2019

Baltic Un- Consoli Baltic Un- Consoli
Poland States Ukraine allocated dated Poland States Ukraine allocated dated
value value

Nor-current assets, otherf 4 266 6 | 7308 7,069 247 6 A1 7322
than financial asset$’
Deferred tax assets 2,409 - 8 - 2,412 2,310) - 3 - 2,313
Assets 354,917 3,101 600 (1,399] 357,219 341,327 2,877 596 (1,460 343,340
13.7 Information on key customers

Due to the nature of operations undertaken by PZU Group companies, there are no customers that would provide 10% or more
of total revenues of the PZU Group (defined as gross wrigieamium).

14.

141

Corporate insurance 8 non-life insurance

Commentary to segment reporting and investing activity

In Q1 2020, in the corporate insurance segment, gross written premium increased by PLN 2 million (+0.3% y/y) as compared to
Q1 2019. The following €&ors were recorded concerning premiums:

1 upswing in the premium for ADD and other insurance (+84.4% yly), mainly as a result of developing the portfolio of
insurance products offered as part of the strategic partnership in TUW and higher premiums in @@sgrance;

1 increase in sales of insurance against fire and other damage to property (+4.0% yly) and general liability insurance as a
result of acquiring more higkvalue agreements;

M drop in premium on motor insurance-14.3% y/y) driven by continuing strongrice pressure and lower sales of insurance
offered by leasing companies (due to slower sales of new vehicles and worse financial condition of companies in the

transport sector).

Data from the profit and loss account 8 corporate insurance 1 January 8 1 January 8 % change
(non-life insurance) 31 March 2020 31 March 2019 g

Gross written premiums 673 671 0.3%
Net earned premium 601 601 0.0%
Investment income 43 25 72.0%
Net insurance claims and benefits (386) (382) 1.0%
Acquisition expenses (129) (125) 3.2%
Administrative expenses (36) (30) 20.0%
Reinsurance commissions and profitharing 10 10 0.0%
Other 3 (14) X
Insurance result 106 85 24.7%
acquisition expenses ratio (including reinsurance commissién) 19.8%) 19.1%j 0.7 p.p.
administrative expeneg ratio? 6.0% 5.0% 1.0 p.p.
loss ratio? 64.2% 63.6% 0.6 p.p.
combined ratio (COR) 90.0% 87.7% 2.3 p.p.

Y Ratios calculated using net earned premium

Net insurance claims and benefits increased by 1.0% while net earned premium was retained|atizngsinto deterioration in
the loss ratio by 0.6 percentage points. A higher loss ratio in the segment was driven by the following factors:

1 higher loss ratio in the portfolio of nomotor insurance products, including general liability insurancé in the
corresponding period of 2019 claims and benefits were lower in the medical center insurance portfolio.

N

\>
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1 decline of the loss ratio in the motor insurance group, both motor TPL and Motor Own Damage (MOD), mainly as a result of
a lower frequency of reportedolsses (impact of restrictions in domestic and international traffic introduced due to the
pandemic). This effect was partially offset by the observed growth in the average claim value, occurrence of a high unit
value event and the impact of PLN depreciati@gainst EUR on losses in foreign currencies.

The increase in investment income allocated to the corporate insurance segment ensued chiefly from strong appreciation of the
PLN/EUR exchange rate, partially offset by lower interest rates.

Acquisition expenss (net of reinsurance commissions) in the corporate insurance segment increased by PLN 4 million, or 3.2%
as compared to Q1 2019, mainly due to a change in the product mix (high percentage of insurance of large and rsexidm
property with a simultaneows slower growth of motor TPL sales, which command lower commission rates).

The increase in administrative expenses by 20% (PLN 6 million) y/y resulted primarily from higher personnel costs (driviyy mai
by salary pressures from the market) and IT costssts of license fees).

After Q1 2020, the corporate insurance segment generated an underwriting result of PLN 106 million, signifying a 24.7%eincrea
compared to the same period last year. The increase was due to improved profitability in the motor inserportfolio and
higher income on investments allocated to the segment, while the sales level was about the same and the loss ratio increased

slightly in the property insurance portfolio.

14.2 Mass insuranced non-life insurance

In Q1 2020, gross written preomn in the mass insurance segment rose PLN 75 million (+2.8% y/y) compared to the
corresponding period of 2019. This growth resulted primarily from:

1 upswing in premium from ADD and other insurance products (+24.9% yly), driven by growth of insurance §alesidn

i GGH=J9LAGF OAL®@ L @=

%J GMHAK

9FCK

for physicians and medical personnel against CO\Minfection;

9K 9F 9<<ALAGF LG EGJL"

1 lower gross written premium in motor TPL insurance (1.4% yég)a result of the higher average premium coupled with a

decrease in the number of insurance products;

1 higher sales of insurance against fire and other damage to property, including insurance of apartments and crops.

Data f_rom the profit and loss account 8 mass insurance 1 January 8 1 January 8 % change
(non-life insurance) 31 March 2020 31 March 2019

Gross written premiums 2,762 2,687 2.8%
Net earned premium 2,520 2,504 0.6%
Investment income 170 120 41.7%
Net insurance claims and benefits (1,529 (1,548) (1.2%)
Acquisition expenses (492) (475) 3.6%
Administrative expenses (166) (152) 9.2%
Reinsurance commissions and proftharing (1) - X
Other (81) (59) 37.3%
Insurance result 421 390 7.9%
acquisition expenses ratio (including reinsurance comssion)” 19.6%) 19.0%) 0.6 p.p.
administrative expense ratid 6.6% 6.1% 0.5 p.p.
loss ratio? 60.7% 61.8% (1.2) p.p.
combined ratio (COR) 86.8%) 86.9% (0.2) p.p.

Y Ratios calculated using net earned premium

Net insurance claims and benefits fell2B4, which when coupled with net earned premium being up 0.6%, translates into the

loss ratio improving by 1.1 percentage points.

This change resulted mainly from the following:

1 lower loss ratio in the group of insurance against fire and other damage toperty 8 in the corresponding period of 2019
there were numerous losses caused by fires and gusty wind;

.87)
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1 deterioration of the loss ratio in motor insurance, driven by a higher loss ratio in the TPL portfolio and a lower lossrratio
Motor Own Damage afteragned premium fell faster than claims and benefits paid, despite the much lower frequency of
claims reported in March 2020 (as a result of restrictions in domestic and international traffic introduced due to €OY/ID

The increase in investment income altated to the mass insurance segment ensued chiefly from strong appreciation of the
PLN/EUR exchange rate, partially offset by lower interest rates.

In Q1 2020, acquisition expenses in the mass insurance segment were PLN 492, up PLN 17 million (+3.6%e from
corresponding period last year, which considering the increase in net earned premium by 0.6%, represented a 0.6 p.p.
deterioration in the acquisition expense ratio. The driver of this change in the level of acquisition expenses was the leigbler

of direct acquisition expenses due to the shift in the mix of products and sales channels (lower growth of sales of motor TPL
insurance characterized by lower commission rates).

The increase in administrative expenses by 9.2% (PLN 14 million) y/y resultedagty from higher personnel costs (driven
mainly by salary pressures from the market) and IT costs (costs of license fees).

The increase in the insurance result in the mass insurance segment by PLN 31 million (+7.9%) relative to Q1 2019 was driven
primarily by the lower loss ratio in nomotor insurance (lower level of losses caused by weather events) and higher investment
income.

14.3 Group and individually continued insurance 3 life insurance

Gross written premium was PLN 26 million (1.5%) higher than inabeesponding period last, which resulted primarily from:

1 attracting further contracts in group health insurance products or individually continued products (new clients in
outpatient insurance and sales of different options of the medicine product)ti#d end of Marchi' RT'RJ] . 83 | Q; A= @
L@YF I'sp EADDAGF AF >GJ; = ; GFLJY9; LK G> L@AK LQH=§ '€ L@= ;
AFBMJQA ; GFLAFM=< ALK KM; ; =KK>MD JMFg ' F ; atiirror &rain,he 9 ; ; A-
insured will be provided assistance of a physiotherapist and an orthopedist. The insured will also be able to use
rehabilitation procedures in private medical centers across Poland. The insurance posted a record gross written premium i
the current period; moreover seven out of ten insureds enrolling in individual continuation also selected this rider;

1 active upselling of insurance riders in other individually continued products, including in particular together with the
offering of the basic agreement in PZU branches and increase of sums insured during the terms of the agreements. Besides
L@= JA<=J KL9L=< 9: GN=/ AF /F TI'PpX .83 | Q; A= JGDD=<a GML 9
support when these ypes of events occur, while in Q3 2019 insurance to safeguard the policyholder in the event of
permanent bodily injury or broken bones in the form of a cash benefit and access to medical services, These agreements
enjoyed increasing interest of clients, etributing to premium growth.

At the same time, revenues from group protection products remained under pressure posed by higher attrition of the insareds i
groups (work establishments), and the limited pressure on the growth rate of the average premiumenitapossible to control
the loss ratio in group protection products.
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Data from the profit and loss account 8 group and individually 1 January 8 1 January 8 % chanae
continued insurance 31 March 2020 31 March 2019 g
Gross written premiums 1,759 1,733 1.5%
Group insurance (periodic premium) 1,248 1,228 1.6%
Individually continued insurance (periodic premium) 511 505 1.2%
Net earned premium 1,758 1,732 1.5%
Investment income 25 176 (85.8)%
Net m_surance.c!alms and benefits and movement in other net (1,121 (1,364 (17.8)%
technical provisions
Acquisition expenses (97) (90) 7.8%
Administrative expenses (158) (151) 4.6%
Other 9) @) 28.6%
Insurance result 398 296 34.5%
Insurance result net of the conversion effect 394 291 35.4%
acquisition expense ratid’ 5.5% 5.2% 0.3 p.p.
administrative expense ratid 9.0% 8.7% 0.3 p.p.
insurance margin net of the conversion effett 22.4% 16.8%) 5.6 p.p.

Y Ratios calculated using gross written premium

The investment result consists of income aflated according to transfer prices and income on investment products. In the
group and individually continued insurance segment, investment income fell, mainly due to the lower results onlinkizd
products, especially Employee Pension Schemes, as altesf a decline in market conditions due to the COVIB pandemic.
Income allocated according to transfer prices increased slightly as a result of a higher level of technical provisionséotfmo

insurance products, partially offset by lower interesates.

Insurance claims and benefits and the movement in other net technical provisions totaled PLN 1,121 million, which signifies a
yly decline of PLN 243 million, or 17.8%. This change was driven in particular by the following:

1 a decrease in technicalmpvisions in Employee Pension Plans (PPE, a third pillar retirement security product) compared to
an increase in the previous year, due to lower investment results this year, coupled with a stable level of client withdrawal
from and higher level of clientontributions to accounts of unidlinked insurance funds;

1 lower benefits paid in group protection insurance products mainly under hospitalization and surgical operation, permanent
disability and dismemberment riders, which could result partly from the lewactivity associated with the pandemic and

changes in client behavior with respect to the channels used to report claims;

1 lower value of benefits related to deaths of insureds and-iogureds in continued insurance, which is correlated with the
frequencyof these events in the overall population in accordance with the data published by the Central Statistical Office

(GUs);

1 lower than last year increase in mathematical provisions in continued products as a result of the change in the percentage

G> AGD<8F =9GA ; GFLAFM9LAGF

9EGF?

L @=

H=J K GF XA FB GAFF=AG-

the unit cost of setting up mathematical provisions for future benefit payments is lower; additionally, the level of new

insureds in the portfoliois lower than last year.

The foregoing effects were partially offset by the following:

1 rising value of medical benefits in health products in proportion to the dynamic growth in this portfolio of contracts;

1 L@AK Q=9JAK @A? @=1J
benefits;

< thekportiblokoft-bark protéctiosproducts, Rvlich AvasKinked o higher unit

1 the lower pace of converting longerm insurance policies into yearlyenewable term business in type P group insurance
than last year. As a result of the conversionQd 2020, provisions were released for PLN 4 million, PLN 1 million less than in

the corresponding period of 2019.

Acquisition expenses in the group and individually continued insurance segment in Q1 2020 were PLN 97 million, increasing by
PLN 7 million (B%) relative to last year. The main contributor to the growth of this item was the reorganization and
development costs of the sales network and modification of the remuneration system in the agency network.

.89)
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The increase in administrative expenses by 4. .N 7 million) y/y resulted primarily from higher personnel costs (driven
mainly by salary pressures from the market), IT costs (higher amortization of computer software related to implementation of
projects and license fees) and higher costs of servidifegproducts.

Operating profit in the group and individually continued insurance segment in Q1 2€i#bed compared to the corresponding
period of 2019 by PLN 102 million (34.5%) to PLN 398 million. Operating profit, net of the conversion effect eterimng
contracts into renewable term contracts in type P group insurance increased PLN 103 million y/y (35.4%). The results were
positively impacted mainly by the falling loss ratio for certain risks in the group protection portfolio and the increasing
investment income allocated by transfer prices, and were partially offset by growing operating costs.

14.4 Individual insurance - life insurance

The growth in gross written premium of PLN 89 million (27.2%) to PLN 416 million compared to Q1 2019 was the resailt of t

following positive factors:

1 higher payments to the accounts of uniinked insurance funds in unitinked products offered jointly with the banks;

1 higher payments to other uniinked insurance products, including under individual retirement accounts;

1 constantly rising level of premiums on protection products in endowments and term insurance offered in own charnels
the level of sales and premium indexation on contracts remaining in the portfolio have outpaced the level of lapses;

1  growth of the insurel portfolio in protection products in the bancassurance channel, including in particular launch of sales

of a new product together with Bank Pekao.

At the same time, the portfolio was adversely affected by the discontinuation in early 2020 of sales oficduséd product

offered in the own network.

Data from the profit and loss account §individual insurance 3:]L- ;;;Téﬁrggzo 31' lﬂ/la:ar:lé?rzglg % change

Gross written premiums 416 327 27.2%
Net earned premium 418 330 26.7%
Investment ircome (267) 192 X
{\(Ieithriizﬁr;gsigilsgngs and benefits and movement in other net 22) (406) (94.6)%
Acquisition expenses (39) (31) 25.8%
Administrative expenses (20) 17) 17.6%
Other - (1) X
Insurance result 70 67 4.5%
acquisition expense ratio" 9.4% 9.5% (0.1) p.p.
administrative expense ratid 4.8% 5.2% (0.4) p.p.
insurance margin® 16.8% 20.5% (3.7) p.p.

Y Ratios calculated using gross written premium

The investment result consists of income allocated using transfer psi@nd income on investment products. In the individual

insurance segment, it fell mainly due to the lower income on investment products as a result of worse conditions on financial
markets in connection with the COVAI® pandemic. Income allocated accordinto transfer prices were slightly lower as a result
of the lower level of market prices in insurance products.

The amount of insurance claims and benefits together with the movement in other net technical provisions was PLN 22 million,
reflecting an decrase in this item by PLN 384 million compared to the corresponding period of 2019. The change in the result
generated on funds in investment products made a major contribution to this decreaBeom the operational point of view, this
factor was rather ingnificant as it was offset by other relevant items of the profit and loss account. Negative developments also
emerged in the unilinked portfolio in cooperation with banks, where significantly more requests for surrender amount
payments were recorded ithe current period.
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In Q1 2020, acquisition expenses in the individual insurance segment increase&t®% to PLN 39 million. The higher costs

resulted mainly from higher sales of protection insurance in the banking channel and the related increase inp#gdsto
intermediaries and the additional costs of sales support in the own network.

The increase in administrative expenses by 17.6% (PLN 3 million) y/y resulted primarily from higher personnel costs (driven
mainly by salary pressures from the market). €daliscipline was maintained in other nostaff related areas of activity.

2@= K=?E=FLAK GH=J9LAF? J=KMDL AF;J=9K=< ; GEH9J=< LG L@= HJ
driven mainly by the growing insurance portfolio, mainly imanking channels, which was partially offset by higher operating
expenses and lower allocated investment income. The lower margin recorded by the segment was additionally affected by a
change in the revenue mix towards a higher share of bancassurance yetsd which command lower margins than products

sold through own channels.

14.5 Bank segment

The banking activity segment consists of the following groups: Pekao and Alior Bank.

In Q1 2020, the banking activity segment generated PLN 61 million in operating(Vaiisout amortization of intangible assets

acquired as part of the transactions to take over the banks), which signifies a decrease of PLN 682 million compared t9Q1 20

The lower result is caused primarily by the neacurring effect of an impairmentdss on the goodwill arising from the

9; 1 MAKALAGF G> DAGJ 9FC AF L@= 9EGMFL G> . *, Fpb EADDAGFH
provisions in Pekao and a significant impact of the CJEU judgment on the refund of cosia eprly repayment of consumer

loans.

. L 1 January 8 1 January 3

Banking activity (m PLN) 31 March ;OZO 31 March 3/019 % change

Revenues and expenses on account of fees and commissions 740 757 (2.2)%
Investment income 2,111 2,297 (8.1)%
Interest expenses (463) (490) (5.5)%
Administrative expenses (1,227 (1,213 1.2%
Other (1,222 (730) 67.4%
Total (61) 621 X

In 2020, Pekao contributed PLN 334 million to the operating profit (without amortization of intangible assets acquired asfpar

the Pekao S.20 ; | MAKALAGF LJ9FK9; LAGF6 AF L@= &4 9FCAF? 9; LANALQA K=-?
"FN=KLE=FL AF; GE=J] O@A; @ 9EGMFL=< LG . *, '"ppp EADDAGF AF /|
revenue. Investment inome consists of: interest income, dividend revenue, trading result and result on impairment charges. In

Q1 2020, growth was posted in the level of sales of credit products y/y in Pekao and Alior Bank, among others, as a gesdlt of

business conditionscontinuing for the most part of the quarter and the low interest rate levels, which increased the level of

credit receivables. At the same time, net interest income (interest income less interest expenses) posted by the bankssddcrea

mainly in connectionwith the CJEU judgment in the matter of consumer loans; this decrease was partially offset by an increase

in the volume of loans to their customers. At the end of Q1 2020, the credit portfolios of both banks rose by 6.2% as abmhapare

Q1 2019, while thelecline y/y in investment income was also affected by an additional provision of about PLN 200 million for
projected deterioration of credit portfolio quality recognized in Q1 2020 in Pekao.

The profitability of the banks in the PZU Group in Q1 2019 nueed by the net interest margin was 2.9% in Pekao and 4.3% in

Alior Bank. The difference between them stems in particular from the mix of the loan receivables portfolio.

The net fee and commission income in the banking activity segment decreased 2.2%oyBLN 740 million. Administrative
=PH=FK=K AF L@= K=?E=FL LGL9D=< . *, pNrresg EADDAGFJ/]] OAL@ .=C
accounting for PLN 391 million. The 1.2% y/y increase in costs was driven mainly by an inangasesonnel costs in Pekao.

Moreover, the operating result was affected by other operating income and expenses, where the main item was the impairment

loss on the goodwill arising from the acquisition of Alior Bank (PLN 516 million). Items contributirgxpenses included fees to

the Bank Guarantee Fund (PLN 339 million) and the levy on other financial institutions (PLN 211 million). The lower fees to t

Bank Guarantee Fund (down by PLN 176 million y/y) was partially offset by the higher levy on finamgtiéitions and

recognition of the restructuring provision in Pekao.
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As a result, the Cost/Inconieatio was 43% for the two banks. On a separate basis, the ratio is 44% for Pekao and 41% for Alior
Bank.

14.6 Investments

Net investment result and interestmenses

The net investment result after factoring in interest expenses, excluding the Pekao and Alior Bank data and with consolidatio
adjustments, was lower than in the corresponding period last year by PLN 903 million, which was primarily due to theifgjlo
drivers:

1 lower investment income in the portfolio of assets to cover investment products by PLN 647 million, even though it does not
9>>=; L L@= .83 %WWIGMHAK GN=J9DD F=L J=KMDL :=; 9MK= AL AK

1 thetemporary impact of the norrecognition of the increased value of investment properties due to the appreciation of EUR
to PLN exchange rate, due to thenBonth procedure of preparation of expert appraisals, while the reduced value of FX
derivatives hedgimy the value of properties has been recognized;

1 lower result on listed equities, in particular due to worse market conditions as a result of the CQ¥{iandemic.

The above decreases were partially offset by the recognition of additional foreign exchaiiffgrehces on portfolios measured
in EUR and covering insurance liabilities, whose measurement is recognized by changes in net insurance claims and benefits.

Operating income of the investment segment (based exclusively on external transactions) were kagrin the corresponding
period of last year, primarily due to the worse market conditions.

The value of the investment portfolfocontinues at the level similar to the end of last year, in connection with the deterioration
of market conditions, partialy offset by increased receipts from premiums at the beginning of the year.

Structure of the investment portfolio

Investment portfolio 31 March 2020 31 December 2019
Equity instruments, including: 5,047 5,697
Equity instruments- quoted 753 970
Equityinstruments - unquoted 4,294 4,727
Debt instruments, including: 42,439 41,384
Debt market instruments treasury 29,985 28,927
Debt market instruments non-treasury 3,964 3,945
Reverse repo transactions and term deposits with credit institutions 4,334 4,022
Loans 4,155 4,490
Investment property 2,492 2,467
Derivatives (net value) (383) 141
Liabilities on account of repurchase transactions (36) -
Total investment portfolio 49,558 49,689

5 Cost/Income ratio (C/I; banking segmend)ratio of administrative expenses and sum of operating income, excluding: the impairment loss on
the goodwill arising form the acquisition of Alior B&, the BFG charge, the levy on other financial institutions and the movement in allowances
for expected credit losses and impairment losses on financial instruments.

5The investment portfolio contains investment financial assets (including investment quiots), investment properties (including the part
presented in the category of assets held for sale) financial derivatives along with the negative valuation derivativesabilitids arising from
repurchase transactions.
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14.7 Pension insurance
- 1 January 8 1 January 8

Pension insurance 31 March ;/(20 31 March %/019 % change
Investment income 1 1 0.0%
Other income 47 32 46.9%
Income 48 & 45.5%
Administrative expenses 9) (12) (25.0)%
Other (2) Q) 0.0%
Operating result 38 20 90.0%

Revenue on core business in the pension insurasegment in Q1 2020 and Q1 2019 was PLN 48 million and PLN 33 million,
respectively. The increase in revenue by PLN 15 million resulted from settlement of the overpayment to the KDPW Guarantee
Fund for Q1 2020.

.2# . 83AK 9<EAFAKLJ9 PINKmilienR/HE5M%)= e keyl dBvdrivas<a cha@e in mandatory payments
to the KDPW Guarantee Fund, with costs of an additional payment to the Guarantee Fund posted in Q1 2019.

At the end of Q1 2020 the total net asset value of all oped pension éinds (OFEs) on the market was PLN 116.2 billion, down
'Kgré >JGE L@= =F< G> +9J; @ I'Ppxy 'F L@ K9E= H=JAG< - $#
(9FM9JQ LG +9J; @ I'RI'R -2%.06% as & ra2sbiKof woBmarket @nrditich orl_celpitaf magketkin Poland

and globally.

14.8 Baltic States

Data from the profit and loss account 8 Baltic States segment 3:]L- ﬂrz?rﬁgzo 3:]L- JMZT(J:?)ZI(;Q % change

Gross written premiums 423 416 1.7%
Net earned premim 418 386 8.3%
Investment income (27) 14 (292.9)%
Net insurance claims and benefits (234) (247) (5.3)%
Acquisition expenses (86) (81) 6.2%
Administrative expenses (35) (31) 12.9%
Other 1 1 0.0%
Insurance result 37 42 (11.9)%
EUR exchange ratin PLN 4.3963 4.2978 2.3%
acquisition expense ratid 20.6% 21.0% (0.4) p.p.
administrative expense ratid 8.4% 8.0% 0.4 p.p.

Y Ratios calculated using net earned premium

As part of the Baltic operations, the PZU Group offers #if@ insuranceand life insurance products. Noiife insurance is
provided by: LD¥ leader of the Lithuanian market, AAS Balta in Latvia and the LD branch in Estonia. Life insurance is sold by PZU
LT GD in Lithuania.

The Lithuanian nodife insurance market share at thend of Q1 2020 was 27.5%; the life insurance market share was 6.3%.
At the end of March, the market share in the Estonian market was 15.2%. As at the end of 2019, the market share in the Latvia
market reached 28.4%.

On account of its activity in the Bti¢ states, the PZU Group generated as at the end of Q1 2020 an insurance result of PLN 37

million compared to PLN 42 million at the end of March last year.

This result was driven by the following factors:

1 an increase in gross written premium. It totaledLR 423 million, up PLN 7 million (1.7%) compared to the corresponding
period last year. In the functional currency, the premium was EUR 0.6 million Igitke EUR 1 million decrease in néife
insurance, mainly due to lower sales of TPL and MOD motourisisce and agricultural insurance was partially offset by
higher sales of health insurance. In life insurance gross written premium rose EUR 0.4 million;

\93)



. GOKR=; @FQ 89Cf9< 3: =RHA=

; R=1

1HOf CO

C: QBFO9

%J GMH

Condensed interim consolidated financial statements for the period of 3 months ended 31 March 2020

(in millions of PLN)

1 lower investment income. After Q1 2020, as a result of lower valuation of investment assets, thanmemsresult was

negative (PLN27 million), down PLN 41 million versus the corresponding period of the past year;

1 lower value of net claims and benefits. They amounted to PLN 234 million and were 5.3% lower than in the first quarter of
the previous yearThe loss ratio in noslife insurance stood at 60.4%, down 1.4 p.p. from the end of March 2019. In life
insurance, the decrease in provisions for client risk exceeded the amount of benefits paid.

1T @A?@=J 9; 1 MAKALAGF

= PH=F K= KRgs par@se wkre atPEN 86 Arillion= p H6:2% frarLtve) = K

corresponding period of the previous year. In turn, the acquisition expense ratio calculated based on net earned premium
declined 0.4 p.p. compared to the end of Q1 of the previous year;

1 increase in admiistrative expenses. They were PLN 35 million, increasing by 12.9% from the corresponding period last
year. The administrative expense ratio increased; it was 8.4%, up 0.4 p.p. relative to the same period last year.

14.9 Ukraine

) u . 1 January 8 1 January 3

Data from the profit and loss account 8 Ukraine segment 31 March ;OZO 31 March 3/019 % change

Gross written premiums 79 71 11.3%
Net earned premium 58 42 38.1%
Investment income 16 8 100.0%
Net insurance claims and benefits (26) (19) 36.8%
Acquisitionexpenses (31) (25) 24.0%
Administrative expenses (8) @) 14.3%
Other 9 6 50.0%
Insurance result 18 5 260.0%
exchange rate UAH/PLN 0.1554 0.1389 12.0%
acquisition expense ratid 53.4% 59.5% (6.1) p.p.
administrative expense ratid 13.8% 16.P%6 (2.9) p.p.

Y Ratios calculated using net earned premium

As part of the Ukrainian operations, the PZU Group offers 4iminsurance and life insurance products through the following

companies: PZU Ukraine and PZU Ukraine Life.

The Ukrainian nodife insurance market share at the end of 2019 was 3.5%, while the life insurance market share was 11.3%.

The Ukraine segment closed Q1 2020 with an operating profit of PLN 18 million, compared to PLN 5 million after Q1 last year

The change in the result generadl by the segment was caused by the following factors:

1 an increase in gross written premium. It totaled PLN 79 million, up PLN 8 million (11.3%) compared to the corresponding
period last year. In the functional currency, gross written premium fell by UAHIlBon 8 non-life insurance sales decreased
UAH 40million compared to Q1 last year mainly due to lower premiums in tourist insurance required to applying for a
Polish visa and in green card insurance products as a result of restrictions imposed on-bmyser traffic. Life insurance
sales increased by UAH 35 million, earned in cooperation with banks;

higher investment income. It was PLN 16 million, up 8% from the corresponding period last year;

increase in net costs of claims and benefits. They amounted®LN 26 million and were 36.8% higher than in Q1 2019. The
value of claims paid in no#life insurance increased PLN 2 million and in life insurance benefits rose PLN 5 million;

1 higher acquisition expenses. They stood at PLN 31 million compared to PLNililén in Q1 last year. The growth in ndife
insurance was equal to PLN 2 million, while in life insurance it was PLN 4 million.

1 An increase in administrative expenses. They amounted to PLN 8 million. For comparison: they were PLN 7 million in the
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14.10 Investment contracts

In the consolidated financial statements investment contracts are recognized in accordance with the requirements of IFRS 9.
The results of thénvestment contracts segment are presented according to Polish Accounting Standards, which means that
they include, among other things, gross written premium, claims paid and movement in technical provisions. The above
categories are eliminated at the caolidated level.

Gross written premium generated on investment contracts after Q1 2020 decreased by PLN 1 millib@%) to PLN 9 million,
compared to the corresponding period in 2019. These changes stemmed chiefly from the-alifopf contributions to KZE
accounts after this product was withdrawn from the offer.

) 1 January 8 1 January 8
Data from the profit and loss account 8 investment contracts 31 March ;’020 31 March ;/019 % change
Gross written premiums 9 10 (10.0)%
Group insurance - - X
Individual insurance 9 10 (10.0)%
Net earned premium 9 10 (10.0)%
Investment income (29) 8 X
Net in.surance_c_laims and benefits and movement in other net 22 (16) X
technical provisions
Acquisition expenses - - X
Administrative expenses (1) (2) -
Other - - X
Operating result 1 1 -
operating profit margin 11.19% 10.09%9 1.1p.p.

Income on investing activity in the investment contracts segment fell relative to the previous year, mainly as a resulbwéea
rate of return on individual pension security accountiKZEs) and unitinked funds in the bancassurance channel.

The cost of insurance claims and benefits coupled with the movement in other net technical provisions fell y/y by PLNi88 mill
to PLN 22 million, mainly due to the difference in investment inceiin the unitlinked products as described above.

In the investment contract segment, no active acquisition of contracts is currently underway.

Administrative expenses were PLNEIADDAGF 9 F< FGL <=;J=9K=
million, remaining flat because of small changes in the contract portfolio in this segment.

<A< Q=9J BN 1Q=9Jsy

15. Impact of nonrecurring events on operating results

In Q1 2020, as a result of the performed impairment tests, the PZU Group decided to recognize an impaios® on Alior
9FCAK ?GG<OADD AF L@= 9EGMFL G> .*, fpb EADDAGFg

The conversion effect of lonterm policies into yearly renewable term agreements in type P group insurance treated as a non
recurring event was lower in Q1 2020 by PLN 1 million in congoariwith the comparable period of the previous year.
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16. Changes in the economic situation and business conditions with material
effect on the fair value of financial assets and liabilities

16.1 Macroeconomic environment

Gross domestic product

In the last quarterof 2019, GDP growth in Poland, as measured in constant prices, decelerated to 3.2% y/y compared to 4.0% yly
in the third quarter.’Even though the growth of household consumption slowed down, it still contributed most to GDP growth
during this period, addéhg 1.6 p.p. on an annual basis. Thanks to a slight increase in investments in fixed assets, their
contribution to GDP growth in Q4 was only slightly lower than that of individual consumption (they contributed 1.2 p.p.thé®©n
other hand, the contributionof the change in material current assets was clearly negative, subtracting as much as 1.3 p.p. from
GDP growth. Economic growth was visibly supported by net exports (which contributed 1.18p.p.)

The COVIA9 pandemic dramatically changed the economic &ition globally. The economic activity data for the first two

months of this year were better than expected in Poland, opening the possibility of a slight acceleration of GDP growth.
&GO=N=JJ] 9K G> pf +9J; @1 AL : =;a%iGnificam pgrtionkoKteade@ndLlsébvicésindorder B=A L @
limit the upward trend in infections. Additionally, supply disruptions had an adverse effect on industrial production. Asualtr

of this supplydemand shock, business activity decelerated rapidly arscale never before seen in the Polish economy after the

market transformation period.

In March this year, retail sales at constant prices were as much as 9% lower than one year earlier, with the greatestedecreas
recorded in entities trading in textés, clothing, footwear, motor vehicles and fuel&s a result, over the entire first quarter of this
year, retail sales increased by only 0.7% relative to the corresponding period last year. Seasadallsted annual production

sold by industry decreaseth March (by 4.8%) for the first time in seven years, and in the entire first quarter it was only 1% higher
than one year before in seasonally unadjusted terms (vs. 6.1% y/y growth in Q1 2019). Construction output was the least
severely impacted by the pademic-related disruption. In JanuaryMarch of this year, it was 5.8% higher than last year.

According to quick estimates of the Central Statistical Office, the GDP growth rate in Q1 this year fell to 1.9% yly. \Visesdad
for seasonality, the GDP grotvtdecrease in Poland in Q10(5% vs. Q4 2019) was still lower than in the entire European Union,
where GDP went down 3.3% as compared to Q4 2019).

Labor market and consumption

In the entire first quarter of this year, employment growth in the corporatecs® decreased to 0.8% y/y compared to 2.3% yly in

Q4 2019. Companies reacted relatively quickly to the disruption caused by the pandemic. In March, despite favorable seasonal
effects, the average headcount in the corporate sector decreased by 34 thousém#s. Nevertheless, the decrease in
employment was not caused by redundancies only, but also by retirements, unpaid leaves;renewal of completed fixed

term contracts. Sickness and care benefits were collected more often than usual, which could alssecaudecrease in
employment recorded in statistical terms.

However, the registered unemployment rate fell already in March 2020 in line with the seasonal pattern to 5.4% compared to
5.6% in February and was 0.2 p.p. higher relative to the end of 201%dima monthly and annual basis, the number of job
offers submitted to labor offices fell significantly in March.

The growth rate of average monthly salary in companies increased slightly in the first quarter (to 7% y/y in nominal terms vs
5.8% yly in Q£2019) due to the high increase in minimum wages. In March, however, it was already lower than in January and

"data from the Central Statistial Office updated on 11 May this year
8data from the Statistical Bulletin of the Central Statistical Office of 24 April this year
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February. The increase in inflation adversely affected the purchasing power of salaries. In the first quarter of the yJeay, sa
growth in the coporate sector decreased in real terms to 2.5% y/y, compared to 3.0% yl/y in the previous quarter.

Retail sales and consumption were strongly adversely affected by pandemiated restrictions introduced in March. Consumer
confidence indicators clearly deeriorated as well. In Q4 2019, household consumption climbed 3.3% y/y in real terms. Data on
retail sales in Q1 indicate that the household consumption growth rate was much lower in that period.

Inflation, monetary policy, interest rates

Inflation measurel by the Consumer Price Index (CPI) increased to 4.5% y/y in Q1, compared to 2.8% yl/y in the previous quarter.
This was driven by both increases in food prices (by 8.3% y/y in Q1 2020) and increases in regulated prices of elextisdy, e
tax on alcoholand tobacco products, and increases in waste disposal prices.

In 2020, the National Bank of Poland has already slashed the reference rate twice (in March and April 2020), each tinsby 50b
(100bps in total), and it currently stands at 0.50%. The Monetgjicy Council also decided to reduce the mandatory loan loss
reserve rate for banks from 3.5% to 0.5%. The NBP also carried out operations supplying liquidity to banks through repo
transactions, implemented largescale purchases of treasury bonds and asury-guaranteed bonds on the secondary market
(including PFR and BGK bonds) supporting liquidity on that market. It also implemented bill of exchange loans for banke for t
refinancing of new loans granted to business entities. These measures are designeounteract the negative economic impact

of the COVIEL9 epidemic. The Council also believes that, in the long term, they will encourage recovery of domestic economic
activity and in the medium term they will allow inflation to move towards the NBHatibn target.

Public finance

The deficit in the general government sector in 2019 was 0.7% of GDP versus 0.2% of GDP in 2018. The debt of this sector
decreased to 46.0% of GDP in 2019 from 48.8% of GDP in 2018. According to the updated Convergencedeiappearin April

'RI'R] L@= <=>A; AL G> L@= ?=F=J9D ?GN=JFE=FL K=; LGJ .@2Ad®dD AF; J
GDP in 2020. The increase in the deficit is associated with additional government spending on aid measored at
counteracting the negative effects of the epidemic.

The state budget deficit in March of this year amounted to PLN 9.4 billion. This result is worse than one year ago when in th
corresponding period the budget had a deficit of PLN 4.5 billioheTncrease of this deficit is the outcome of the slower pace of
growth in income and the faster pace of incremental growth in expenditures. The major categories of direct taxes, i.e.dPIT an
CIT demonstrated lower growth rates among the sources of incorfike higher rate of spending was driven by, among other
factors, the implementation of state social policy programs, such as the 500+ for the first child. The financing of thenogro
needs after the first quarter of 2020 (according to the State Budget) A approximately 87%. However, due to the COYD
epidemic outbreak, the borrowing needs for 2020 will increase significantly.

Situation on financial markets

In Q1 2020, we observed a decrease in the yields efeld treasury bonds in the US and Geaany. In the US yields fell from
1.91% at the end of 2019 to 0.70% at the end of the first quarter, setting the historical minimum (0.50%) on March 9th.
In Germany, they fell fror0.19% at the yeaend to-0.46% at the end of the quarter, setting theirgtdrical minimum at-0.84%,

also on March 9th. In the US, the yield curve steepened in this period, and in Germany it flattened. The declinetertorizpnd

yields is due to concerns of a protracted recession due to the disruption caused by the CT\i&nhdemic. Reacting to the risk

of a strong economic slowdown, the US central bank (Fed) slashed the base rate twice in Q1, by 50 and 100 bps respectively, t
0%. It also implemented a wide range of netandard monetary policy instruments, which includedamong others, the
resumption of purchases of U.S. treasury bonds, but also corporate bonds. The ECB also adopted a considerable package of
measures loosening the monetary policy, aimed at supporting the transmission of monetary policy and counteractitigefur
deterioration of economic growth prospects. The ECB has not decided to cut interest rates, but it has extended signifitently
scope of its asset purchase program.
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In Q1 2020, the yield on 3@&ar Polish treasury bonds decreased from 2.07% at tinel ©f 2019 to 1.69% at the end of the first
quarter. The yield on ongear treasury bonds slid from 0.98% to 0.87%. The yield curve flattened. The spread versiesal0
German bonds that was 225 basis points at the beginning of the previous quarter,d@llé basis points at the end of the first

quarter. The drop in yields was caused mainly by the reduction of the NBP interest rates and a decision to begin the pwthase
bonds on the secondary market.
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The euro to US dollar exchange rate decreased frbrh2 at the end of 2019 to 1.10 at the end of the first quarter. During the first
quarter, the Polish zloty weakened in relation to other major currencies, in the context of widespread capital outflow from
emerging markets and weakening of their currencieBhe Euro to PLN exchange rate at the end of Q1 was 4.86wi4.26 at

the end of the previous quarter. The US dollar to PLN exchange rate at the end of March 2020 was 4.15, compared to 8.80 at th
end of the previous quarter. In the same period, tBaviss franc exchange rate increased from 3.92 to 4.30.
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In Q1 2020 global stock markets suffered steep declines, mainly in late February and March. In Q1 the American S&P500 stock
index fell 20% while the German DAX index decreased 25%. In the firsteguaduity indices fell also on the Polish stock
exchange. The WIG index dropped 28.0%, the WIG20 index fell 29.6%, the mWIG40 plunged 27.0% and the sWIG80 declined
14.8%. All sector indices were also adversely affected. In relative terms, the telecommtimis and construction sectors
performed the best and the clothing sector performed the worst.

16.2 Risk factors which may affect the financial results in the subsequent quarters

The main risk factors are linked to the potential course of the COWDpandeme, including a significant likelihood of its
intensification in the northern hemisphere in Autumn, and the scale of the decline in economic activity in connection wéth th
maintenance of the necessary restrictions in Poland and its trading partners. Thecebf the pandemic was the most severe on

the service sector; transport, commerce, restaurant and hotel services and the broadly defined culture and entertainment

K=; LGJy %DG: 9D KMHHDQ ; @9AFK @9 N= 9DKG tofakly sevehaKpeidaitlinr2020 ' L K
along with household consumption and for the situation on the labor market to deteriorate significantly. The additional risk

>9; LGJ AK L@= =PL=FL L@= ;JAKAK OADD 9>>=;L .GD9F<AK KMJJGMF
In particular, apat. >JGE ; @9F; = =N=FLK OKM; @ 9K >DGG<KJ/l ; Q; DGF=K/l <JGI
standing in the following quarter include the following:

1 GDP decrease in Poland, and consequently:

- cuts in household and corporate spending, includinon purchases of motor insurance policies (due to lower sales of
F=0 ; 9JK&6J] DGO=J K9D=K G> DG9FK 9F< 9KKG; A9L=< :GJJGO=1J
insurance products, in particular as a result of a reduction of benefitem#tl by companies;

- a poorer financial standing of companies would result in an elevated credit risk (in particular in the banking segment)
and a higher loss ratio on the financial insurance portfolio;

- aslump in the rate of growth in new mortgage loans aadlower pace of growth in consumer loans;
higher unemployment, lower employment and lower household income, despite the increase in the minimum wage in 2020;

greater difficulty with maintaining the portfolio of insureds in group life insurance due to tk&pected increase in
unemployment and suspensions/liquidation of companies in endangered industries; temporary decrease in sales,
especially in unitlinked insurance due to financial risk and lower accessibility of bank branches;

1 significant uncertainty dout the future paramedical benefits in connection with the COVIB pandemic;
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softer conditions on the capital markets reducing the value of the investment portfolio, assets under management (TFI PZU,
OFE PZU) and deteriorating the attractiveness of proth especially unidinked products;

reduction in interest rates, which lowers investment income levels, making it difficult for insurers to achieve guaranteed
rates of return;

increase in the prices of spare parts affecting claims handling expenses dube depreciation of the Polish zloty against
the euro (impact on the mass and corporate insurance segments);

coming into force of further regulations or financial burdens on insurance undertakings;

possible increase in claims handling expenses due to tihgplementation of further guidelines issued by the Polish
Financial Supervision Authority (KNF) regarding the handling of claims, in particular personal injury claims (impact on the
mass and corporate insurance segments);

possible slowdown in the growthd L = G> ?J GKK OJALL=F HJ=EAMEJ] EGKLDQ 9K 9 ; C
profitability generated in recent years, and thereby the return to an active pricing policy and rivalry to attract clienith (w
an impact exerted on the mass and carmte insurance segments);

demographic changes and the aging society and the ensuing changes in the current mortality, fertility and morbidity levels,
especially diseases of civilization, i.e. lifestyle diseases;

constant price pressure in group insuran@F < L @= : 9LLD= >GJ ; DA=FL GOF=JK@AH O9F«<
margins and the quality of the product offering as well as fostering entry and exit obstacles for clients to overcome with
independent intermediaries (with an impact beingxerted in particular on the group and individually continued insurance

segment);

changes in trends and client behavior toward customization of proposals and an electronic, swift and paperless method of
purchasing and handling insurance, forcing insuranaadertakings to adapt to these expectations rapidly;

availability of medical personnel in public health care centers (affecting health products);
the emergence of new competitors and solutions, including the operators of large client bases or insurtaopauies;

preparation of pension fund companies for potential organizational and legal changes arising from the transformation of
open-end pension funds into mutual funds and of pension fund companies into mutual fund companies (impact on the
pension segmet);

introduction of a new pension security system (Employee Capital Schemes) and its impact on the third pension pillar
HIG<M; LK >MF; LAGFAF? L@MK >9J OL@= D=N=D G> ; DA=FLKA ; GFLJ
PZUGrol AK HGJL>GDAG 9F< GF L@= D=N=D G> J=KMDLK ?2=F=J9L=< AF

for banks the key role is played by the economic and tax/regulatory environment, including the policy adopted the
Monetary Policy Council regarding the levef interest rates and mandatory reserve, abolition of the systemic risk buffer
and change in regulatory requirements for capital ratios, aid programs to reduce the effects of the Polish economy
slowdown and primarily the development of the COVID pandenic and the expected reduction in economic activity in
Poland, reduction in the activity of clients and deterioration of their financial standing.

16.3 Impact of the COVID19 pandemic

Operations of the PZU Group have been affected by the CQ¥9IEbronavirus diease pandemic, which reached Poland in March
2020.

In light of these new circumstances, the Polish government made a number of decisions, including:

1

since 12 March 2020, all institutions of higher education, schools, preschools and nurseries havelbsed as a preventive
measure;

since 15 March 2020, the Polish borders have been closed for air and rail traffic, passport controls have been imposed and
only Polish citizens have been allowed to enter the country from abroad, provided that after crossiaghorder they go

under a 14day quarantine (these regulations have subsequently been extended until 13 April 2020), all stores except for
grocery stores, drugstores and pharmacies have been closed;
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1 since 25 March 2020, new safety rules have been in plawguding a ban on the movement of people, except for the
performance of professional activities or business tasks and the fulfillment of necessary needs related to matters of
everyday life, gatherings of more than 2 people have been banned, restrictionsthe use of public transport and
movement on foot have been imposed;

1 since 1 April 2020, further restrictions have been introduced, including: limiting the number of customers in shops and
service points to no more than three times the number of caslgisters (twice the number of windows in the case of post
offices), introducing an obligation for shoppers to wear protective gloves, suspension of activity of hairdresser, beauty and
tattoo salons, mandatory closure of parks, boulevards and forests, allogvpeople under 18 years of age to be in public
space with an adult carer only;

1 since 16 April 2020 the obligation to cover mouth and nose with a mask, clothing or parts of it in public space was
introduced for nearly all persons over 4 years of age.

On 16April 2020, the Polish government announced that the restrictions will begin to be lifted gradually, in four stages of a
specific scope. By the date of approval of this report, the liberalization defined in Stage | (16 April 2020), Stageyl P@EPR)aad

Stage 11l (18 May 2020) have been introduced. Under these regulations, some restrictions affecting retail commerce were eased
(maximum number of people per shop), parks, boulevards and forests were opened and people over 13 years of age were
allowed to move without an adult; subsequently, shopping malls, hotels, museums, libraries were opened under a new sanitary
regime; then catering, hairdressing and cosmetic facilities were opened under a strictly defined sanitary regime.

The situation has no preceddrand its impact on the economy is enormous. The first sectors of the economy that have been
affected the most are those that depend on the mobility of the population, such as the transport, hotel, tourist and resaiet
sectors. As a result of this suppdemand shock, business activity decelerated rapidly on a scale never before seen in the Polish
economy after the market transformation period.

Colossal economic uncertainty has emerged, manifesting itself in massive slumps in the prices of equitie=gses in the yields
of corporate debt instruments and depreciation of emerging economy currencies (including the Polish zloty), followed by
persistently high volatility levels.

On 2 March 2020, the Sejm of the Republic of Poland adopted the Act on Spaiialions Associated with Preventing,
Counteracting and Combating COVID, Other Infectious Diseases and Crises Caused by Them (Journal of Laws of 2020, Item
374, as amended), forming an element of the-called special statutes (legislation governing & particular manner a specific

field, usually due to the ineffectiveness of general regulations or administrative processes in the relevant area), which was
subsequently amended on several occasions.

The Polish government, much like the governments of nyaother countries across the world, has announced the introduction
G> 9 ?GN=JFE=FL 9KKAKARF1OQAHDO9AG OLE@¥LG: B=; LAN=K G> O@A; @ A
assistance to commercial undertakings.

Information on reduction d the NBP reference rate is presented in ite6.10f thesecton=FL ALD=< &' F>D9LAGF /] I
AFL=J=KL J9L=KAjy

The Office of the Polish Financial Supervision Authority has developed a Supervisory timeeRackage for Security and
Development in the insurance market, containing a collection of measures devised to strengthen the Polish insurance sector, i
particular by ensuring protection of clients and reducing the impact of market fluctuations on itigurance sector.

The Business Continuity Plans that PZU had in place did not provide for an epidemic scenario of the-CDiie. After the
announcement of a crisis situation in PZU on 25 February 2020, the Crisis Management Team has taken actiguidmsnpthe
contingency plans, including in respect of transition to and performance of remote work and levels of response in the évaamt o
epidemiological threat at PZU. At the same time, action has been taken to expand, reconfigure and scale up thatgay the

VPN environment as well as make developmental changes in the IT systems while maintaining business continuity and securing
the interests of insurance clients.

Another component of these activities was an information campaign targeted at diegd6 9 F< <M: : =< ab5= GH=J9L
9D0O9QK F=9J QGMAN =F; GMJ9?AF? L@= J=EGL= MK= G> L@= .83 %JGN
the hotline. Clients have been offered the option to postpone the date of payment of theimiums, break down the payment

into installments or have the insurer temporarily take over the payment of premiums. The claims handling process has been
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