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Introduction

Compliance statement

2@=K= ; GF<=FK=< AFL=JAE ; GFKGDA<9L=< >AF9F; A9D KL9L=E=FLK G
O4; GF<=FK=< AFL=JAE ; GFKGDA<9L=< >AF9F; A9D KL 9 Lrlisevth tkeA 9 F <
J=1I MAJ=E=FLK G> 'FL=JF9LAGF9D i GMFLAF? 1L9F<9J< [Ff &' FL-=.

European Communities, and the requirements set forth in the Regulation on Current and Periodic Information.

These condensednterim consolidated financial statements should be read in conjunction with the consolidated financial
statements of the PZU Group for 2018.

Period covered by the condensed interim consolidated financial statements

These condensed interim consolidatedhfancial statements cover the period of 6 months from 1 January to 30 June 2019.

The financial statements of the subsidiaries are prepared for the same reporting period as the financial statements ofrén& pa
company.

Functional and presentation currency

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

The functional currency of the companies domiciled in Lithuanibatvia and Sweden is the euro, while for the companies
domiciled in Ukraine it is the Ukrainian hryvnia, and for the company domiciled in the United Kingdom it is the British pound

FX rates

Financial data of foreign subsidiaries are converted into Bablizloty 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 and loss account and other comprehensive incofat 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 30 June 2019 30 June 2018 30 June 2019 31 December 2018
Euro 4.288 4.239 4.252 4.3000
British pound 4913 4.817 4.733 4.7895
Ukrainian hryvnia 0.141 0.132 0.142 0.1357

Going concern assumption

These condensed interim consolidated financial statements have been drawn up under the assumption that PZU Group entities
remain a going concern in the foreseeable future, i.e. in the period of at least 12 months after the end of the reportind. ps

at the date of signing these condensed interim consolidated financial statements, there are no facts or circumstances that wou
indicate a threat to the ability oPZU Group entitieso continue their activity in the period of 1thonths after the end of te
reporting period as a result of an intentional or an induced discontinuation or a material curtailment of their hithertovigti
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Discontinued operations

In the 6month period ended 30 June 2019, the PZU Group companies did not discontinue any signifigae of activity.

Seasonal or cyclical business

2@= .83 WIGMHAK : MKAF=KK AK F=AL@=J K=9KGF9D FGJ KM:B=;L LG

Glossary

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

Names of companies

AASBalt®d H<JG+AFL*F9F9K C; ABM 19: A=<JZ%2:9 9DL9y
Alior Banks Alior Bank SA.

EMG3 EMC Instytut Medyczny SA.

Falck CMs Falck Centra Medyczne sp. z 0.0.

Alior Bank Groug Alior Bank with its subsidiaries listed in sectiah2

Pekao Group Pekao with its subsidiaries listed in sectidn2

Link4d* AFCF 2GO9JRQKLOG 3: =RHA=; R=1 1 g
Pekaod Bank Pekao SA.
PZU, parent compang. GOKR=; @FQ 89Cf9< 3: =RHA=; R=1I 1HOf C9 C; QBF 94

PZU Ukrained PrJSC IC PZU Ukraine.

PZU Ukraine Lifé PrJSAC PZU Ukraine Life Insurance.

.83 |9QGAKR=; @QFQ 89Cf9< 3: =RHA=; R=1 F9 | Q; A= 1HOfC9 C;, QBF 9§
TUW PZUW2 GO9J RQKLOG 3: =RHA=; R=1 5RIB=EFQ; @ . GDKCA 89Cf9< 3: =RH/
Other definitions

BFG5 Bank Guarantee Fund [PolisBankowy Fundus@warancyjny.

CODMg chief operating decision maker within the meaning of IFR8@perating segments.

IBNRS Incurred But Not Reported or 2nd provisighprovision for losses and accidents incurred but not reported.

PZU standalone financial statements f&#01889 FFM9 D KL9F<9DGF= >AF9F; A9D KL9L=E=FLK
1HOf C9 C; QBF9 >GJ TPpX HJ=H9J=< AF 9;;GJ<9F; = OAL@ . 171 KA?

KNF38 Polish Financial Supervision Authority.

Commercial Company @e 8 Act of 15 September 2000 entitled Commercial Company Code (consolidated text: Journal of Laws
of 2019, Item 505).

IFRSS3 International Financial Reporting Standards, as endorsed by the European Commission, published and in force as at 30
June 2019.

NBP3& National Bank of Poland;
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.

IASBS International AccountingStandards Board.
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Regulation on Current and Periodic Informaticd$ AF 9 F; = +AFAKL=JAK =? MD9LAGF G> T x
Information Transmitted by Securities Issuers and the Conditions for Recognizing the Information Required by the Regulations
of a NonMember State as Equivalent (Journal of Laws 6.8, item 757).

.83 %JIGMHAK ; GFKGDA<O9L =< 5 coAsBlilafed Aindrdial Bdtednents FtReLPZU Graup prepdten
accordance with IFRS for the year ended 31 December 2018.

KNF Officé Office of the Polish Financial Supervision Autftg.
UOKIK3 Office of Competition and Consumer Protection.

BGF AcbAct of 10 June 2016 on the Bank Guarantee Fund, Guaranteed Deposits System and Forced Restructuring (consolidated
version: Journal of Laws of 2019, item 795, as amended).

Insurance Advity Actd Act of 11 September 2015 on Insurance and Reinsurance Activity (consolidated version: Journal of Laws
of 2019 Item 381, as amended).

OSM PZ3 Ordinary Shareholder Meeting of PZU.

+
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Interim consolidated financial statements

1. Interim consolidated profit and loss account
. 1 April 8 1 January -
Consolidated profit and loss account Note 1 Aprils 1 January - 30 June 2018 30 June 2018
30 June 2019 30 June 2019 1 1
(restated)? (restated)?
Gross written premiums 7.1 5,938 11,839 6,050 11,881
0=AFKMJ=JKA K@9J= AF 21 (137) (239) (285) (336)
Net written premiums 5,801 11,600 5,765 11,545
Movement in net provision for unearnegremiums (59) (266) (169) (491)
Net earned premiums 5,742 11,334 5,596 11,054
Revenue from commissions and fees 7.2 1,032 1,993 1,033 2,030
Net investment income 7.3 3,181 6,234 2,484 5,153
Net result on realization of financial instruments and 74 54 107 9 71
investments
Move_ment in allowancgs for‘ex.pected credit losses 4 75 (704) (1,043 (375) (812)
impairment losses on financial instruments
Net movement .|n fair value adssets and liabilities 0 93 347 476 201
measured at fair value
Other operating income 7.7 388 757 306 795
Claims, benefits and movement in technical provisio (4,013 (8,124 (3,773) (7,504)
O:AFKMJ__zJKA K@9J= AF ;D 42 195 54 159
technical provisions
Net insurance claims and benefits paid 0 (3,971) (7,929) (3,719) (7,345)
Fee and commission expenses 7.9 (217) (391) (182) (353)
Interest expenses 7.10 (540) (2,065 (499) (992)
Acquisition expenses 7.11 (823) (1,616 (768) (1,519)
Administrative expenses 7.11 (1,656 (3,276 (2,727) (3,342)
Other operating expenses 7.12 (965) (2,349 (895) (2,086)
Operating profit 1,614 3,103 1,739 3,055
Share of the net financial results of entities measure o @®) 1 1
by the equity method
Profit before tax 1,613 3,100 1,740 3,056
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Interim consolidated profit and loss account (continuation)

. 1 April 8 1 January -
Consolidated profit and loss account Note 1 Aprils 1 January - 30 June 2018 30 June 2018

30 June 2019 30 June 2019
(restated)? (restated)?

Income tax 7.14 (427) (902) (431) (771)
Net profit, including: 1,186 2,198 1,309 2,285
- profit attributable to the equity holders of the Parent] 734 1,481 783 1,410
Company
.—pI’OfIt attributable to holders of noncontrolling 452 717 526 875
interests
Weighted average basic and diluted number of 0 863,314.16 863,268,72 863,374.91 863,442,094
common shares
Basic and diluted profit (loss) per common share (in 0 0.85 172 091 163

PLN)

YInformation on restatement of data for the period from 1 January to 30 June 2018 is presented in sek@on
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2. Interim consolidated statement of comprehensive income
1 April 3 1 January - L Aprils 1 January -
Consolidated statement of comprehensive income | Note P Y 30 June 2018 30 June 2018
30 June 2019 30 June 2019 i
(restated)? (restated)?
Net profit 1,186 2,198 1,309 2,285
Other comprehensive income 7.14 343 466 (105) (40)
Subject to subsequent transfer to profit or loss 322 376 35 192
Valuation of debt instruments mgasqred at fair 299 286 @ 134
value through other comprehensive income
Foreign exchange translation differences (14) (12) 45 56
Cash flow hedging 37 102 (6) 2
Not to be transferred to profit or loss in the future 21 90 (140) (232)
Valuation of equity instruments rrje_asured at fai 20 88 (139) (234)
value through other comprehensivancome
Reclassification of real property from property, 1 2 & 2
plant and equipment to investment property
Total net comprehensive income 1,529 2,664 1,204 2,245
- comprehensive income attributable to equity 930 1,799 720 1,309
holders of the Parent Company
- comprehensive income attributable to holders of 599 865 484 936

non-controlling interest

Y Information on restatement of data for the period from 1 January to 30 June 2018 is presented in sexon
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3. Interim consolidated statement of financigbosition
Assets Note 30 June 2019 31 December 2018
Goodwill 7.15 3,920 3,871
Intangible assets 7.16 3,032 3,180
Other assets 7.7 570 562
Deferred acquisition expenses 1,590 1,546
0 = AF K MJ =nltechhicakp@9isions 7.26 1,386 1,512
Property, plant and equipment 7.18 4,226 3,184
Investment property 1,796 1,697
Entitiesmeasured by theequity method 11 17
Loan receivables from clients 7.19 189,934 182,054
Financial derivatives 0 2,937 2,487
Investment financialassets 0 110,202 101,665
Measured at amortized cost 48,7749 45,234
Measured at fair value through other comprehensive income 50,175 38,737
Measured at fair value through profit or loss 11,251 17,694
Deferred tax assets 2,336 2,234
Receivables 7.23 6,083 6,343
Cash and cash equivalents 10,915 17,055
Assets held for sale 7.24 1,139 1,147
Total assets 340,079 328,554
Equity and liabilities Note 30 June 2019 31 December 2018
Equity
Equity attributable to equity holders of the parent 14,311 14,925
Sharecapital 86 86
Other capital 12,988 12,566
Retained earnings 1,237 2,273
Retained earnings (244) (940)
Net profit 1,481 3,213
Non-controlling interest 21,962 22,482
Total equity 36,273 37,407
Liabilities
Technical provisions 7.26 46,542 45,839
Provisions for employee benefits 556 531
Other provisions 7.27 625 519
Deferred tax liability 732 486
Financial liabilities 7.28 242,863 236,316
Other liabilities 7.29 12,429 7,407
Liabilities related directly to assets classified as held for sale 7.24 59 49
Total liabilities 303,806 291,147
Total equity and liabilities 340,079 328,554
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4, Interim consolidated statement of changes in equity

Equity attributable to equity holders of the parent

Other capital

Retained earnings

) ) Actuarial gains Non-
Consolidated statement of changes in and losses Foreign control - Total
equity Share - Other - Total ling equity
ital | Treasury | Supplemen | Revaluation related to exchange Retained ) ota )
capita . reserve o . . Net profit interest
stock tary capital reserve . provisions for | translation earnings
capital .
employee differences
benefits

As at 1 January 2019 86 (11) 12,660 (65) 18 - (36) 2,273 - 14,925 22,482 37,407
Valuation of equity mstrumgntg measured at fair value ) . ) 75 ) ) 75 13 88
through other comprehensive income

Valuation of debt mstrumer']ts measured at fair value ) . ) 208 ) ) ) ) ) 228 58 286
through other comprehensive income

Cash flow hedging - - - 25 - - - 25 7 102
Foreign exchange translation differences - - - - - - (22) - - (12) - (12)
Reclassification of real property from property, plant anj ) ) ) 2 ) ) 5 ) 2
equipment to investment property

Total net other comprehensive income - - - 330 - - (22) - - 318 148 466
Net profit (loss) - - - - - - - 1,481 1,481 717 2,198
Total comprehensive income - - - 330 - - (12) - 1,481 1,799 865| 2,664
Other changes, including: - 3 445 (4) (340) - - (2,517) - (2,413) (1,385)] (3,798)
Distribution of financial result - - 440 - (340) - - (2,518 - (2,418) (1,385 (3,803)
Transactions on treasury shares - 3 1 - - - 4 - 4
Transactions with holders of nowontrolling interests - - - - - - - - - - -
Other - - 4 4 - - - 1 - 1 - 1
As at 30 June 2019 86 (8) 13,105 261 (322) - (48) (244) 1,481 14,311 21,962 36,273
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Consolidated statement of changes in equity (continued)

Equity attributable to equity holders of the parent

Other capital

Retained earnings

) ) Actuarialgains Non-
Consolidated statement of changes in and losses Foreign control - Total
equity Share - Other - Total ling equity
ital | Treasury | Supplemen | Revaluation related to exchange Retained ) ota )
capita . reserve o . X Net profit interest
stock tary capital reserve . provisions for | translation earnings
capital .
employee differences
benefits

As at 1 January 2018 86 - 11,824 157 5 4 (73) 2,596 - 14,599 22,961] 37,560
Effect of the application of IFRS 9 and other changes - - - 7 - - - (519) (512) (1,146 (1,658)
QsliiEeiJa”“ary AU GRS E O ST 86 : 11,824 164 5 4 (73) 2,077 - 14087  21815| 35902
Valuation of equity mstrum_ent; measuredt fair value ) . ) (255) ) . ) (255) 8 (247)
through other comprehensive income
Valuation of debt instruments measured

. o - - - 9 - - - - - 9 6 15
at fair value through other comprehensive income
Cash flow hedging - - - 24 - - - 24 75 99
Foreign exchange translation differences - - - - - - 37 - - 37 (2) 36
Actuarial gains and losses related to provisions for

o b - - - - - @) : @ - 4

employee benefits
Reclassification of real property from property, plant ang ) ) ) 3 ) ) ) . . 3 ) 3
equipment toinvestment property
Total net other comprehensive income - - - (219) - 4) 37 - - (186) 88 (98)
Net profit (loss) - - - - - - - - 3,213 3,213 2,155 5,368
Total comprehensive income - - - (219) - (4) 37 - 3,213 3,027 2,243 5,270
Other changes, including: - (11) 836 (20) 13 - - (3,017) - (2,189) (1,576)] (3,765)
Distribution of financial result - - 848 - 14 - - (3,021 (2,159) (1,659 (3,818)
Transactions on treasury shares - (11) - - - - - - - (11) - (11)
Transactions withholders of noncontrolling interests - - (19) - - - - (29) 83 64
Sale of revalued property and other - - 7 (20) (2) - - 4 - - - -
As at 31 December 2018 86 (11) 12,660 (65) 18 - (36) (940) 3,213 14,925 22,482 37,407
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Consolidated statement of changes in equity (continued)

Equity attributable to equity holders of the parent

Other capital

Retained earnings

Consolidated statement of changes in Actuarial gains Non-I o
equity Share . Other and losses Foreign . colri1rt‘ro . ?Jtiétl
(restated)? capital Treasury Supplemen Revaluation reserve relgt_ed to exchaqge Reta_lned Net profit Total intergest quity
stock tary capital reserve capital provisions for tr_anslatlon earnings
employee differences
benefits
As at 1January 2018 86 - 11,824 157 5 4 (73) 2,596 - 14,599 22,961] 37,560
Effect of the application of IFRS 9 and other changes - - - 7 - - - (519) (512) (1,146 (1,658)
QsliiEeiJa”“ary AU GRS E O ST 86 : 11,824 164 5 4 (73) 2,077 - 14087  21815| 35902
Valuation of equity instruments measured at fair value
through other(ion?prehensive income i i i (189) i i i (189) (45) (234)
at far value through other comprenenaive income : : : 2 : : : 1 |
Cash flow hedging - - - 3 - - - 3 (1) 2
Foreign exchange translation differences - - - - - - 57 - - 57 (2) 56
Rec'lassificatiqn of property from property, plant and ) ) ) 2 ) ) ) 2 ) 2
equipment to investment property
Total net other comprehensive income - - - (158) - - 57 - - (101) 61 (40)
Net profit (loss) - - - - - - - 1,410 1,410 875 2,285
Total comprehensive income - - - (158) - - 57 - 1,410 1,309 936 2,245
Other changes, including: - (10) 789 (6) 14 - (2,976) - (2,189) (1,581)] (3,770)
Distribution of financial result - - 804 - 14 - - (2,976 - (2,158) (1,659 (3,817)
Transactions on treasury shares - (20) - - - - - (10) - (20)
Transactions with holders of norontrolling interests - - (29) - - - - - - (29) 78 59
Sale of revalued property and other - - 4 (6) - - - - - 2) - (2)
As at 30 June 2018 86 (10) 12,613 - 19 4 (16) (899) 1,410 13,207 21,170 34,377

Y Information on restatement of data for the period from 1 January to 30 June 2018 is presented in sek@on
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5. Interim consolidated cash flow statement
. 1 January - 1 January -
Consolidated cash flow statement 30 June 2018
30 June 2019
(restated)?
Profit before tax 3,100] 3,056
Adjustments (2,951 (7,892)
Movement in loan receivables from clients (8,949 (7,116)
Movement in liabilities under deposits 5,172 (753)
Movement in the valuation of assets measured at fair value (347) (401)
Interest income and expenses (1,254 (1,133)
Realized gains/losses from investing activities and impairment losses 910 689
Netforeign exchange differences (24) 400
Movement in deferred acquisition expenses (44) (56)
Amortization of intangible assets and depreciation of property, plant and equipment 632 538
+GN=E=FL AF L@= J=AFKMJ=JKA K@9J= AF 126 (104)
Movement in technical provisions 703 1,025
Movement in receivables (74) (210)
Movement in liabilities 1,479 (586)
Cash flow on investment contracts (8) 9)
Acquisitions and redemptions of participation units and investment certificates of
mutual funds 104 (116)
Income tax paid (1,104 (963)
Other adjustments (273) 903
Net cash flows from operating activities 149 (4,836)
Cash flow from investing activities
Proceeds 478,255 452,855
- sale of investment property 6 17
- proceeds frominvestment property 152 ilists
- sale of intangible assets and property, plant and equipment 31 24
- sale of ownership interests and shares 1,592 1,822
- realization of debt securities 127,104 103,815
- closing of buysell-back transactions 139,570 223,228
- closing of term deposits with credit institutions 192,773 109,155
- realization of other investments 16,119 13,779
-interest received 859 809
- dividends received 28 28
-increase in cash due to purchase of entities and change in the safm®nsolidation - 4
- other investment proceeds 19 19
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Consolidated cash flow statement (continued)
. 1 January - 1 January -
Consolidated cash flow statement 30 June 2018
30 June 2019
(restated)?
Expenditures (483,897 (445,904)
- purchase of investment properties (112) (42)
- expenditures for the maintenance of investment property (63) (51)
- purchase of intangible assets and property, plant and equipment (365) (260)
- purchase of ownership interestand shares (2,319 (1,754)
- purchase of ownership interests and shares in subsidiaries (63) (12)
- decre'ase' in cash due to the sale of entities and change in the scope of 32) .
consolidation
- purchase of debt securities (134,866 (96,626)
- opening of buysell-back transactions (139,195 (223,316)
- purchase of term deposits with credit institutions (192,073 (109,375)
- purchase of other investments (15,666 (14,455)
- expenditures on leases (132) -
- other expenditures foiinvestments (11) (13)
Net cash flows from investing activities (5,642) 6,951
Cash flows from financing activities -
Proceeds 64,802 117,941
- proceeds from_ the issue of shares by subsidiaries (in the part paid up by holde ) 12
non-controlling interests)
- proceeds from loans and borrowings 758 1,266
- proceeds on the issue of own debt securities 3,589 1,834
- opening of repurchase transactions 60,455 114,829
Expenditures (65,410 (116,843)
- repayment of loans and borrowings (1,858 (1,180)
-redemption of own debt securities (2,722 (741)
- closing of repurchase transactions (60,699 (114,808)
-interest on loans and borrowings (45) (51)
-interest on outstanding debt securities (86) (63)
Net cash flows from financing activities (608) 1,098
Total net cash flows (6,101) 3,213
Cash and cash equivalents at the beginning of the period 17,055 8,239
Movement in cash due to foreign exchange differences (39) 53
Cash and cash equivalents at the end of the periottluding: 10,915 11,505
-restricted cash 45 67

Y Information on restatement of data for the period from 1 January to 30 June 2018 is presented in segon



. GOKR=; @QFQ 89Cf9< 3: =RHA=; R=1 1HOf C9 C; QBF9 %J GMH pZu
Condensednterim consolidated financial statements for the 6 months ended 30 June 2019
(in millions of PLN)

Supplementary notes to the condensed 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 Fine
core business of PZU consists of nbfe insurance (65.12).

,‘/ g \
(15)
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(in millions of PLN)
1.2 PZU Group entities and associates
Date of % of the share capital and % of votes
. obtaining held directly or indirectly by PZU
No. Name of the entity Reg;fsiétaered control / Line of business and website
significant 30 June 2019 | 31 December 2014
influence
Consolidated insurance undertakings
. o Nor+life insurance.
1 - GOKR=; @FQ 89Cf9< 3:=RH Warsaw na na na https://www.pzu.pl/grupa-pzu/spolki/pzu-sa
Life insurance.
= o - 0, 0
2 - GOKR=; @FQ 89Cf9< 3:=RH Warsaw 18.12.1991 100.00% 100.00% https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-zycie
3 *AFCF 2GO9JRQKLOG 3: =RH Warsaw 15.09.2014 100.00% 100.00% Non-life insurance https://www.link4.pl/
2G09JRQKLOG 3: =RHA=; R=1 0 o - .

4 89Cf9< 3: =RHA=: R=1 5R9H Warsaw 20.11.2015 100.00% 100.00% Nor+life insurance https://www.tuwpzuw.pl/

5 Lietuvos Draudimas AB (Li\t/rl:Slauria) 31.10.2014 100.00% 100.00% Non-life insurance http://www.ld.It/

6 H<JGF+FAFL F+9:FOK<J ZC; 9AB M O] Riga, Latvia 30.06.2014 99.99% 99.99% Property insurancehttp://www.balta.lv/

7 PrJSC 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/t;ILr:Iaunsia) 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% 20.03% Banking serviceshttps://www.pekao.com.pl/

11 Pekao Bank Hipoteczny SA Warsaw 07.06.2017 20.02% 20.03% Banking serviceshttp://www.pekaobh.pl/

12 Centralny Dom Maklerski Pekao SA Warsaw 07.06.2017 20.02% 20.03% Brokerage servicedttps://www.cdmpekao.com.pl/
13 Pekao Leasing sp. z 0.0. Warsaw 07.06.2017 20.02% 20.03% Leasing serviceshttp://www.pekaoleasing.com.pl/
14 Pekao Investment Banking SA Warsaw 07.06.2017 20.02% 20.03% Brokerage serviceshttp://pekaoib.pl/

s Pekao Faktoring sp. z o.0. Lublin 07.06.2017 20.02% 20.03% Factoring serviceshttps://www.pekaofaktoring.pl/
16 ll?qe;zgt:z;wszechne Towarzystwo Emerytaine SA | Warsaw 07.06.2017 20.02% 20.03% Management of pension funds.

17 Pekao Towarzystwo Funduszy Inwestycyjnych SA Warsaw 11.12.2017 20.02% 20.03% CreaFlon, representlpg ar.1d NS SR T

https://www.pekaotfi.pl/tfi/lwelcome
18 Centrum Kart SA Warsaw 07.06.2017 20.02% 20.03% Auxiliary financial servicesttp://www.centrumkart.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.pekaotfi.pl/tfi/welcome
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%J GMH

Date of % of the share capital and % of votes
. obtaining held directly or indirectly by PZU
No. Name of the entity Regflfsi(t:zred control / Line of business and website
significant 30 June 2019 | 31 December 2019
influence
Consolidated companiesd Pekao Groups continued
19 Pekao Financial Services sp. z 0.0. Warsaw 07.06.2017 46.81%" 46.829%" Transfer agenthttp://www.pekao-fs.com.pl/pl/
20 ' =FLJME 9FCGOGI ; A =RH Krakow 07.06.2017 20.02% 20.03% Calkcenter serviceshttp://www.cbb.pl/
21 Pekao Property SA in liquidatiof Warsaw 07.06.2017 20.02% 20.03% Development activity.
22 FPB3Media sp. z 0.0. in liquidatiof Warsaw 07.06.2017 20.02% 20.03% Development activity.
23 .=C9G $MF<MKR ) 9HALO9f G(Q Warsaw 07.06.2017 20.02% 20.03% Business consulting
24 Pekao Investment Management SA Warsaw 11.12.2017 20.02% 20.03% Asset managementhttps://www.pekaotfi.pl/tfilwelcome
25 Dom Inwestycyjny Xelion sp. z 0.0. Warsaw 11.12.2017 20.02% 20.03% Financial intermediation https://www.xelion.pl/
Consolidated companiesd Alior Bank Group
26 Alior Bank SA Warsaw 18.12.2015 31.95% 31.93% Banking serviceshttps://www.aliorbank.pl/
27 Alior Services sp.  0.0. Warsaw 18122015 31.95% 31.93% Other activity supporting financial services, excluding insurance and
pension funds.
28 ﬁ;eur;;r:tri\;r?‘)brotUS A=JRQL=DFGI; A9H Krakow 18.12.2015 31.95% 31.93% The company does not conduct any activity
) . Leasing services.
0, 0,
29 [ Alior Leasing sp. 2 0.0. Wroclaw 18.12.2015 31.95% 31.93% https://www.aliorbank.pl/wlasna-dzialalnosc/aliorleasing.html
30 Meritum Services ICB SA %< 91 K 18.12.2015 31.95% 31.93% IT services.
31 Alior TFI SA Warsaw 18.12.2015 31.95% 31.93% Asse.t managgmept services and management of Alior SFIO subfunds.
https://www.aliortfi.com/
32 New Commerce Services spo.o. Warsaw 18.12.2015 31.95% 31.93% The company does not conduct any activity
88 Absource sp. z 0.0. Krakow 04.05.2016 31.95% 31.93% Service activity in the area of IT.
34 Serwis Ubezpieczeniowy sp. z 0.0. Katowice 30.01.2017 31.95% 31.93% Brokerage activity.
85 Corsham sp. z 0.6) Warsaw 04.02.2019 31.95% 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 isz:o;o BODAKL Qi RES . JIRGHMGC 5fG; f9{ 12.05.2014 100.00% 100.00% Medical serviceshttp://cmprofmed.pl/
39 |19F9LGIAME 3R<JGOAKCGOSH Ciechocinek | 09.05.2014 99.09% 99.09% Hospital, physical therapy and spa services.

@

http://www.sanatoriumkrystynka.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 30 June 2019 | 31 December 2018
influence
Consolidated companies8PZU Zdrowie Groupsd continued
40 - R.: <KAU: AGJKLOG 0 Gromoc Jaworzno 01.12.2014 100.00% 100.00% Medical serviceshttp://www.elvita.pl/
Zdrowia ELVITAJaworzno Il spzo.o.
= U - ? ~

41 .SpJZSO SKAUD AGJKLOG 3KfM? I 9 RAKC9| 01.12.2014 57.00% 57.00% Medical serviceshttp://www.proelmed.pl/

42 Centrum Medyczne Gamma sp. z 0.0. Warsaw 08.09.2015 60.46% 60.46% Medical serviceshttp://www.cmgamma.pl/

43 Polmedic sp. z 0.0. Radom 30.11.2016 100.00% 100.00% Medical serviceshttp://www.polmedic.com.pl/

44 wt:ﬁE:< c ASHMI DA RFQ 89 yieice 21.12.2016 100.00% 100.00% | Medical serviceshttp://artimed.pl/

45 Revimedsp. z 0.0. %< 91 K{ 31.05.2017 100.00% 100.00% Medical serviceshttp://www.revimed.pl/

46 Il =FLJME +=<Q; RF= | 0 1 ! RUKL G;| 09.01.2018 100.00% 100.00% Medical serviceshttp://www.cmlukasza.pl/

47 ;i?ngDAKLQ;RFQ UGS -1 0A0; | 31122018 100.00% 100.00% | Medical serviceshttp:/mmw.multimed.oswiecim.pl/

48 Alergo+ =< 29JFO0O® KHy R Ggy( 29JFO(Q 31.01.2019 100.00% n/a Medical serviceshttp://alergomed.tarnow.pl/

49 Falck Centra Medyczne sp. z 020. Warsaw 03.06.2019 100.00% n/a Medical services.

50 1L9JO0OC99KHK R GgGy Warsaw 03.06.2019 100.00% n/a Medical services.

Consolidated companies other companies

M t of ion f .

51 Powszechne Towarzystwo Emerytalne PZU SA Warsaw 08.12.1998 100.00% 100.00% anagement of pension funds )
https://www.pzu.pl/pl/grupa-pzu/spolki/pte-pzu

52 PZU Centrum Operacji SA Warsaw 30.11.2001 100.00% 100.00% Auxiliary activity associated with insurance and pension funds.

. Creation, ti d t of mutual funds.

53 TowarzystwoFunduszy Inwestycyjnych PZU SA Warsaw 30.04.1999 100.00% 100.00% reaion, represertiing an managem(.en. or muthatiunds
https://www.pzu.pl/pl/grupa-pzu/spolki/tfi-pzu
Provisi f assi ices.

54 | PzU Pomoc SA Warsaw | 18.03.2000|  100.00% 100.00% ovision ofassistance services.
https://www.pzu.pl/grupa-pzu/spolki/pzu-pomoc

55 | PzU Finance AB (publ.) s(tsov‘\:lzgg':; 02.06.2014 100.00% 100.00% | Financial serviceshttps://www.pzu.pl/pl/grupa-pzu/spolki/pzu-finance

56 PZU Finanse Sp. z o.0. Warsaw 08.11.2013 100.00% 100.00% Financial and accounting services.

57 | Tower Inwestycje Sp. z 0.0. Warsaw 27.08.1998 100.00% 100.000%  |Developmentactivity, operation and lease of properties.
https://www.pzu.pl/pl/grupa-pzu/spolki/tower-inwestycje

. Buying, ting, renti d selli | estate.
58 | Ogrodowalnwestycje sp. z 0.0. Warsaw 15.09.2004 100.00% 100.00% uying, operating, renting and setling reat estate

http://www.ogrodowainwestycje.pl/
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%J GMH

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 ? . — Line of business and website
significant 30 June 2019 | 31 December 2019
influence
Consolidated companies other companies & continued
59 Arm Property sp. z 0.0. Krakow 26.11.2014 100.00% 100.00% Purchase and sale of real estate.
60 Ipsilon sp. z 0.0. Warsaw 02.04.2009 100.00% 100.00% Provision of assistance services and medical services.
61 |Pzu Corporate Member Limited L‘EG%O” 28.09.2017 100.00% 100.00% Investment activity.
Consulting and training services, development of technology innovatior
62 |PzULABSA Warsaw 13.09.2011 100.00% 100.00% xg:apg:r:etiﬁhmca' and procedural security processes and risk
https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-lab
63 Omicron BIS SA Warsaw 28.08.2014 100.00% 100.00% No business conducted.
64 Sigma BIS SA Warsaw 12.12.2014 100.00% 100.00% No businessonducted.
65 LLC SOS Services Ukraine Kiev (Ukraine) | 01.07.2005 100.00% 100.00% Assistance services.
66 Battersby Investments SA Warsaw 15.09.2017 100.00% 100.00% No business conducted.
67 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
68 JE9LMJY9 )J9COO 1 Krakow 07.10.1999 100.00% 100.00% and management of the group.
http://www.grupa-armatura.pl/
69 Aquaform SA 0JG<9 § 15.01.2015 100.00% 100.00% Prot.Jluction and sale of bathroom accessories and fittings.
http://iwww.aquaform.com.pl/
70 | Aquaform Badprodukte GmbH in Liquidatioh é”;ﬁ;ﬁy”) 15.01.2015 100.00% 100.00% | Wholesale trade.
_ Zhytomyr .
71 Il MO9>GJE 3CJ9AF= 625 (Ukraine) 15.01.2015 100.00% 100.00% Wholesale tradehttp://aquaform.org.ua/
72 | Aquaform Romania SRL Prejmer 15.01.2015 100.00% 100.00% | Wholesale trade.
(Romania)
73 Morehome.pl sp. z 0.0. in liquidatiof 0J G<9 §{ 15.01.2015 100.00% 100.00% No business conducted.
Consolidated companiesd mutual funds
74 PZU SFIO Universum Warsaw 15.12.2009 n/a n/a Investment of funds collected from fund members.
75 PZU FIZ Dynamiczny Warsaw 27.01.2010 n/a n/a as above
76 .83 $'8 1=CLGX9 , A=IM,; ( Warsaw 01.07.2008 n/a n/a as above
77 .83 $'8 1=CLGJY , A=JM; d Warsaw 21.11.2011 n/a n/a as above



https://www.pzu.pl/pl/grupa-pzu/spolki/pzu-lab
http://www.grupa-armatura.pl/
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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 30 June 2019 | 31 December 2018
influence
Consolidated companiesd mutual funds 8 continued
78 .83 $'8 CLQOOO , A=HM: [ Warsaw 12.12.2012 n/a n/a as above
79 .83 $'8 CLQOOO , A=HM: Warsaw 19.11.2012 n/a n/a as above
80 PZU FIZ Surowcowy Warsaw 03.09.2015 n/a n/a as above
81 PZU FIO Globalny Obligacji Korporacyjnych Warsaw 30.05.2016 n/a n/a as above
82 PZU Innowacyjnych Technologi liquidation Warsaw 07.09.2016 n/a n/a as above
83 PZU FIZ Akcji Combo Warsaw 09.03.2017 n/a n/a as above
84 AF. 83 ' FO=KLQ; BA - KLJGA( Warsaw 10.04.2018 n/a n/a as above
85 inPZU Obligacje Polskie Warsaw 10.04.2018 n/a n/a as above
86 inPZUAkcje Polskie Warsaw 10.05.2018 n/a n/a as above
87 AF. 83 C; BA 0QFCOO 0GR( Warsaw 10.05.2018 n/a n/a as above
88 AF. 83 -:DA?9; BA 0QFCOO Warsaw 10.05.2018 n/a n/a as above
89 AF. 83 -:DA?9; BA 0QFCOO Warsaw 10.05.2018 n/a n/a as above
Associates
90 %13 . GEG; %OJFA; RQ ) DM: Tychy 08.06.1999 30.00% 30.00% Insurance administration http://gsupomoc.pl/
a1 EMC Instytut Medyczny SA Wroclaw 18.06.2013 28,3194 28,319 Hgman health activities, rgsearch a.md de.velopment in the area of medi
sciences and pharmaceutical practicéttp://www.emc-sa.pl/
Tortola, British 10 10 ) ) . )
92 | CPF Management Virgin Islands 07.06.2017 8.01%'” 8.01%'? Consulting and business activityno business conducted.
93 |PayPo sp. z0.0. Warsaw 15.11.2018 6.39%"Y 6.39%'Y Financial serviceshttps:/paypo.pl/
Y As of 4 June 2018 PZU directly holds a 33.5% equity stake in PFS while Pekao holds 66.5%.
2-F p +9J; @ ''Ppx L@= ; GEH9FQAK DAI MA<K9LAGF HJG; =KK 09K GH=F=<g
9 As of 11 April 2019 it operates under the name of BREdia sp. z 0.0. in bankruptcy.
“0n 17July 2019, the company was removed from the commercial register, KRS.
9 Additional information is presented in iten1.4.
®0n 15 January 2019 @= ; GEH9FQAK DAl MA<9LAGF HJG; =KK O9K GH=F=<
70n 7 January 2019, an application was filed with KRS on the liquidation of the company.
9 As at 30 June 2019, thefunds8 3 $' 8 1=CLGJ9 , A=JM; @GEGI ; A 9F< .83 $'8 1=CLGJ9 , A=J Msu@@iapdompanies establidhed Mndér sommédro@Hawbs spapibiposelvéhislésl 9 ;

whose number in the respective funds was: 18 atfti(as at 31 December 2018: 18 and 18, respectively).
9The percentage of votes held by PZU is different from the stake held in the share capital, and both as at 30 June 201at8id@scember 2018 it was 25.44%. The difference between the percerthgotes and the stake in the share capital results
from the fact that holders of norcontrolling interests hold certain shares preferred as to the voting rights
= C 9a6sAckate in which it holds a 40.00% stake. Consequently, the PZU Management Board recognizes that the PZU Group hastsiigfifince over this company.

10)

11)

DAGJ 9FCAK 9KKG; A9L= AF

O@A; @ AL

@G D < K rd@ecdyiiizgsttatithe RZUIGEapshas! siGriffitant infllenBeloB®@Qtils chn@any. . 8 3

+9F9?=E=FL

G9

LANA
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GMH

On 10 June 2019, the court issued a decision to remove Syta Development Sp. z 0.0. in liquidation from the corporate register

KRS. Control over the companyas exercised by a liquidator independent of the PZU Group and for this reason the company

was not consolidated.

On 14 May 2019, the court issued a decision to remove AAlba SA in liquidation from the corporate register KRS. The court
decision became final on 28 May 2019. The removal of the company did not affect the condensed interim consolidated financial

statements.

1.3 Non-controlling interest

The table below presentsubsidiaries with certain norcontrolling interest (at present or in the past):

31 December 2018

Name of the entity 30 June 2019

PekaoV 79.98%
Alior Bank? 68.05%
.JR=<KAU: AGJKLOG 3KfM?z06.=<Q; RFQ; @ . 0- # 43.00%
Centrum Medyczne Gamma sp. z 0.0. 39.54%
19F9LGJAME 3R<JGOAKCGO= a) JQKLQFC9A KH 0.91%)
UAB PZU Lietuva Gyvybes Draudimas 0.66%
AAS Balta 0.01%

D As aresult, PZU also holds nonGF L J GDDAF ? A BubsidihreKlistéd inAHe tablesirCs@ ofioh. X

2 As aresult, PZU also holdsnonGF L J GDDAF? AFL=J=KLK AF

Carrying amount of non-controlling interests

30 June 2019

79.97%
68.07%
43.00%
39.54%
0.91%
0.66%
0.01%

DAGJ onBF CAK KM: KA<A9JA=K DAKL=<

31 December 2018

Pekao Group
Alior Bank Group
Other

Total

Presented below is condensed financial information for the Pekao Group and the Alior Bank Group included in the condensed

interim consolidated financial statements.

17,64
4,307

6

21,962

18,251
4,225
6
22,482

Pekao Group Alior Bank Group
Assets 30 June 31 December 30June 31 December
2019 2018 2019 2018

Goodwill 692 692 - -
Intangible assets 1,656 1,777 650 658
Other assets 88 45 45 35
Property, plant and equipment 2,125 1,682 815 461
Investment property 13 13 - -
Loan receivables from clients 134,379 128,242 55,557 53,811
Financial derivatives 2,172 1,765 615 579
Entities measured by thequity method - - 4 4
Investment financial assets 48,1759 40,356 15,007 13,636

Measured at amortized cost 17,215 12,262 6,861 6,307

Measured at fair value through oth@omprehensive income 28,622 27,266 8,068 7,280

Measured at fair value through profit or loss 2,338 828 78 49
Deferred tax assets 1,140 1,112 1,137 1,076
Receivables 2,108} 2,235 835 815
Cash and cash equivalents 4,336 13,219 2,135 2,069
Assets held fosale 44 4 - -
Total assets 196,928 191,142 76,800 73,144

AF

L@
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Pekao Group Alior Bank Group
Equity and liabilities 30 June 31 December 30 June 31 December
2019 2018 2019 2018
Equity
Equity attributable to equity holders of the parent 22,064 22,824 6,329 6,207
Share capital 262 262 1,306 1,306
Other capital 20,539 20,721 5,627 5,609
Retained earnings 1,265 1,841 (604) (708)
Non-controlling interest 12 11 - -
Total equity 22,078 22,835 6,329 6,207
Liabilities
Provisions for employedenefits 405 407 838 32
Other provisions 407 297 109 119
Deferred tax liability 32 33 - -
Financial liabilities 168,065 164,634 68,795 65,373
Other liabilities 5,941 2,934 1,534 1,413
Total liabilities 174,850 168,307 70,471 66,937
Total equity and liabilities 196,928 191,142 76,800 73,144

The table below presents consolidated data of the PZU Group with separated data of the Pekao Group an8aloiGroup

incorporating the effect of adjustments resulting from the measurement of assets and liabilities to fair value as at the
control was acquired and their subsequent amortization over time.

L L PZU Group
. ) S Elimination of | Elimination of .
Consolidated profit and loss account pzU Grou Elimination of DAGJ consolidation without
for the period from 1 January to 30 June 2019 P . =C9GA . Pekao and
data adjustments :
Alior Bank
Gross written premiums 11,839 - - 7 11,846
0=AFKMJ =J KAwriKe@prdmiumAF 2?2 J GKK (239) - - (239)
Net written premiums 11,600 - - 7 11,607
Movement in net provision for unearned premiums (266) - - 4 (262)
Net earned premiums 11,334 - - 11 11,345
Revenue from commissions and fees 1,993} (1,375 (547) 44 115
Net investment income 6,234 (3,397 (2,073 12 776
Net result on realization of financial instruments and 107 (53) (40) . 14
investments
_l\/Iove_‘ment in allowanct_ss for_expected credit losses and (1,043 266 804 27
impairment losses on financial instruments
Net movement in fair value of assets and liabilities measu 347 (38) ©) 2 302
at fair value
Other operating income 757 (187) (154) 19 435
Claims, benefits and movement in technical provisions (8,124 - - (8,124)
0 = AF KMJ = Xlgirs, bei@btsland movement in
. - 195 - - - 195
technical provisions
Net insurance claims and benefits paid (7,929) - - (7,929)
Fee and commission expenses (391) 179 212 - -
Interest expenses (1,065 604 388 9) (82)
Acquisition expenses (1,616 - - (40) (1,656)
Administrative expenses (3,276 1,677 767 17) (849)
Other operating expenses (2,349 1,142 394 (22) (835)
Operating profit (loss) 3,103 (1,182) (258) - 1,663
Share of the net financial results of entities measured by t
: (3) : = S 3)
equity method

@

date



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

(in millions of PLN)

R=1

1HOf C9
Condensednterim consolidated financial statements for the 6 months ended 30 June 2019

C;

QBF9

%J GMH

. ) L Elimination of | Elimination of PZ.U Group
Consolldat.ed profit and loss account PZU Group Elimination of DAGJ consolidation without
for the period from 1 January to 30 June 2019 . =C9GA . Pekao and

data adjustments :
Alior Bank
Profit (loss) before tax 3,100 (1,182) (258) - 1,660
Income tax (902) 382 148 - (372)
Net profit (loss) 2,198 (800) (110) - 1,288
Consolidat.ed profit and loss account Elimination of Elimination of EIiminqtion of P\,ZviLtJh(oer,?up
for the period from 1 January to 30 June 2018 PZU Group _ < DAGJ consolidation
. =C9GA . Pekao and

(restated) data adjustments Alior Bank
Gross written premiums 11,881 - - 6 11,887
0=AFKMJ=JKA K@9J= AF ?JGKK (336), - - - (336)
Net written premiums 11,545 - - 6 11,551
Movement in net provision for unearned premiums (491) - - - (491)
Net earned premiums 11,054 - - 6 11,060
Revenue from commissions and fees 2,030 (1,385 (537) 12 120
Net investment income 5,153 (2,954 (1,589 7 617
i’:\i;};ﬂ;g‘ realization of financial instruments and 71 67) (33) ) 29)
Move_ment in allowancgs for‘ex.pected credit losses and (812) 285 488 ) (39)
impairment losses on financial instruments
L\Ilteftarirru\)/\;(ledr;ent in fair value dadssets and liabilities measure| 401 @7) 377) ) @)
Other operating income 795 (180) (222) - 393
Claims, benefits and movement in technical provisions (7,504 - - - (7,504)
?ech:cilir,rv?sionl ©hoRes R 159 ) ) ) 159
Net insurance claims and benefits paid (7,345) - - - (7,345)
Fee and commission expenses (353) 183 168 - 2)
Interest expenses (992) 547 374 @) (78)
Acquisition expenses (1,519 - - (12) (1,531)
Administrativeexpenses (3,342 1,724 806 (6) (818)
Other operating expenses (2,086 796 403 - (887)
Operating profit (loss) 3,055 (1,078) (519) - 1,458
Sha_re of the net financial results of entities measured by t 1 ) ) . 1
equity method
Profit (loss) before tax 3,056 (1,078) (519) - 1,459
Income tax (771) 305 140 - (326)
Net profit (loss) 2,285 (773) (379) - 1,133
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Pekao Group Alior Bank Group
Statement of comprehensive income 3 1 January 8 3 1January s
1 Januarys 30 June 2018 1 January s 30 June 2018
30 June 2019 30June 2019
(restated) (restated)
Net profit 800 773 110 379
Other comprehensive income 176 44 10 39
Valuation of debt |nstrumepts measured at fair value 82 117 3 21
through other comprehensive income
Valuation of equity |nstrum§nt§neasured at fair value 14 (56) 12) )
through other comprehensive income
Net cash flow hedges 80 a7 19 19
Foreign exchange differences - - - (1)
Total net comprehensive income 976 817 120 418

Pekao Group Alior Bank Group
Cash flow statement 1 January 8 1 January 8 1 January ¥ 1 January 8
30 June 2019 30 June 2018 30 June 2019 30 June 2018
Net cash flows from operating activities (2,685 (5,854 2,275 (457)
Net cash flows from investing activities (5,937 7,422 (2,195) 1,063
Net cashflows from financing activities (252) 1,133 (275) (117)
Total net cash flows (8,874) 2,701 805 489

Pekao Group Alior Bank Group
Dividend-related information 1 January 8 1 January 8 1 January 8 1 January 8
30 June 2019 30 June 2018 30 June 2019 30June 2018
Date of ratifying the dividend 26 June 201 21 June 201 -
Record date 10 July 2014 6 July 2014 - -
Dividend payout date 30 July 2014 20 July 201 -
Dividend per share (PLN) 6.60 7.90 - -
Dividend due to the PZU Group 347 415 -
Dividend due to norcontrolling shareholders 1,385 1,659 - -

1.4 Changes in the scope of consolidation and structure of the PZU Group
1.4.1. Medical companies
Falck CM

On 13 March 2019 PZU zZdrowie SA entered into a preliminary agreement and on 3 June 2019 a final agreement with Falck
Danmark A/S to acquire 403,551 shares in Falck CM, which constituted 100% of the share capital and offering 100% of votes at
the shareholde meeting, with par value of PLN 50 each. At the same time, PZU Zdrowie SA, and thereby also PZU, became the
AF<AJ=;L GOF=J G> 1L9JO0O0OC9 KHK R GGy AF O@A; @ $9D; C !+ @9K

Since the date of obtaining control, i.e. 3 June 2019, both comiga have been consolidated.
Alergo+ = <

29JF[I O KHj R G) Gj

On 31 January 2019, PZU Zdrowie acquired 1,432 sharesin Aergp< 29 J FOO KH¥g J=HJ=K=FLA

and 100% of the votes at the shareholder meeting with a par valuBldfl 500 each.

R Gk Gy

Since the date of obtaining control, i.e. 31 January 2019, Aleityted sp. z 0.0. has been consolidated.



. GOKR=; @QFQ 89Cf9< 3: =RHA=; R=1 1HOf C9 C; QBF9 %J GMH pZu
Condensednterim consolidated financial statements for the 6 months ended 30 June 2019
(in millions of PLN)

Corsham sp. z o.0.

On 4 February 2019 Alior Bank acquired 100 shares in Corsham sp. z 0.0. representing 100% of the share capitacaofl 10
votes at the shareholder meeting with a par value of PLN 50 each.

Since the date of obtaining control, i.e. 4 February 2019, Corsham sp. z 0.0. has been consolidated.

Provisional purchase price allocation

The purchase price allocation processforba C ! + 9F< 1L9JO0O0OCY9 1HK R GGy K@9J=K 09K
of these companies as at 31 May 2019, under the assumption that no material differences in accounting data transpired between
31 May 2019 and 3 June 2019, which was the détbtaining control.

By the date of signing the condensed interim consolidated financial statements the purchase price allocation procéssakf
'+ 9F< 1L 9J i@t beerHogmpketedGA dBedible and reliable calculation of the fair valuaarfuired assets and
liabilities requires a large amount of data to be collected and processed in order to make correct calculations. Consequbistly
process could not be completed between the date of obtaining control and the date of signing of the easell interim
consolidated financial statements.

At the end of the purchase price allocation process, IFRS 3 requires one year from the transaction date and that finalspurcha
price allocation will be included in the consolidated financial statementstbé PZU Group for the year ended 31 December 2019.

The tables below present the provisional allocation of the purchase price of the medical companies.

Value of acquired net assets Preliminary settlement
Assets 31
Property, plant and equipment 17
Receivables 7
Cash and cash equivalents 7
Liabilities 18
Financial liabilities 10
Other liabilities 8
Value of acquired net assets 13
Calculated goodwill Preliminary settlement
Consideration transferred 68
Net value of identifiable assets (13)
Goodwill 55

Goodwill will not reduce taxable income.

1.4.2. Consolidated mutual funds

- F 9: :; GMFL G> DGKAF?  GFLJGDN L @= >GDDGOAF? EML M9 D > MF < K
Dywidendowych sukfund, PZU FIZ Akchp G; MK/ .83 $' 8 $GJL= KAF; = rp +@ndsim@ge I'RPpx
1June 2019.

1.43. 1HOf<RA=D; R9 ) 9 K XredytvR;JaROrzn6 G| ; AGOG

-F rp (9FM9JQ I'Ppx/l L@= ),$ <=; A<=< L@IL D A GKredyto@eRl@&voran @ MD< L 9
(SKOK Jaworzno). F DAF= OAL@ ), $AK <=; AKAGFJ] KL9JLAF? GF p $=:JM9JQ
SKOK Jaworzno, which was acquired by Alior Bank as of 1 April 2019.

(25)
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The acquisition of SKOK Jaworzno was accounted foingslFRS 3. The process was carried out with the assumption that the

Bank Guarantee Fund would provide aid to Alior Bank pursuant to Article 264 of the Bank Guarantee Fund Act and it would not
require payment by Alior Bank. The aid from BFG will involvevision of a subsidy and extension of a guarantee to cover losses
O9HHDA; 9: D= 9?J==E=FLK 9J= :=AF? >AF9DAR=<06 J=KMDLAF? >JGE |
acquired. The BFG subsidy will be granted to cover the diffeeebetween the value of the acquired property rights and the

DA9: ADALA=K 9JAKAF? >JGE ?M9J9FL==< >MF<K G> 1)-)AK <=HGKAL
PLN 96 million. In accordance with IFRS 3, the final acquisition pase price allocation must be completed within 12 months of

the acquisition date, that is until the end of March 2020.

Provisional purchase price allocation in the SKOK Jaworzno acquisition

Pursuant to the provisions of IFRS 3, the PZU Group recognizeddtiquired assets and liabilities at fair value.

2@= >9AJ N9DM= G> L@= 1)-) (90GIJRFGAK DG9F HGJL>GDAG O9K
portfolio). For these loans, the calculation was based on contractual cash flows adgli$or credit risk and prepayments. The
>9AJ N9DM= G> L@= 1)-)AK H=J>GJEAF? DG9F HGJL>GDAG 09K <=L=1
market values of interest rates adjusted for liquidity margins and cost of capital, broklewn into homogeneous suportfolios.

The fair value of the nomerforming loan portfolio was assumed to be equal to the carrying amount due to the expected
insignificant recovery levels.

’

The fair value of client and bank deposits and other financiabllgies maturing within 1 year is more or less equal to their
carrying amount. When calculating the fair value of financial liabilities with residual maturity above 1 year, the presare vé
expected payments is calculated based on the current interastte curves. No difference was observed between this
measurement and the carrying amount, as a result of which the fair value was not adjusted.

Also, deferred tax assets of PLN 20 million were recognized in connection with the acquired assets antidshbicepted as a
result of the merger.

Provisional purchase price allocation Carrying amount Adjustment to fair value Fair value
Assets 208 26 234
Property, plant and equipment 7 - 7
Loan receivables from clients 137 6 143
Receivables 40 - 40
Cashand cash equivalents 21 - 21
Other assets 3 20 23
Liabilities 336 - 336
Other provisions 13 - 13
Financial liabilities 320 - 320
Other liabilities 3 - 3
Fair value of acquired net assets (128) 26 (102)
Subsidy from the Bank Guarantee Fund 96
Goodwill 6

Goodwill of PLN 6 million was fully covered by an impairment loss.

(26)
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2. Composition of the Management Board, Supervisory Board and PZU Group
Directors
2.1 | GEHGKALAGF G> L@= H9J=FL ; GEH9FQAK +9F9?2=E=FL G9

From 1 January 2019, the PZU Management Board consisted of the following persons:
. 90=f 138WdksHort & the PZU Management Board;

Roger Hodgkis$ Member of the PZU Management Board;

Tomasz Kuliks Member of the PZU Management Board;

Maciej Rapkievcz 8 Member of the PZU Management Board;

+9 f ? GJ R9 L 8MeinBeroitiekPZI® Management Board.

-F I's +9J; @ Ppx L@= .83 1MH=JNAKGJQ G 9oxhe PAJMartddement Board¥or K GD ML
the new term of office and entrusted him with discharging the function of CEO of PZU SA.

2@= 9HHGAFLE=FL G> .90=f 1MJOOC9 O9K >GJ L@= BGAFL L=JE G>
Board resoluton on his appointment was adopted and will span three full financial years from 20002.

= =4 =4 -4 =4

On 28 March 2019, the PZU Supervisory Board adopted resolutions to appoint the following persons to the PZU Management
Board for its new term of office:

Tomasz Kuk, entrusting him with discharging the function of PZU Management Board Member,

Maciej Rapkiewicz, entrusting him with discharging the function of PZU Management Board Member,

+9f?2GJR9LY9 19<MJIJKC9/] =FLJMKLAF? @=hentBahdrddMembeiK; @9J ? AF? L @= >
Marcin Eckert, entrusting him with discharging the function of PZU Management Board Member,

Adam Brzozowski, entrusting him with discharging the function of PZU Management Board Member,

#DG: A=LD; @&l MKAJ@/] = F L JhdngihgAhe fancti@s of PZO Man@erxeAtiBoard Member.

<9E JRGRGOKCA 91F, <@a# e ;afointéd o thevbiéy=fdllowing the day of holding the PZU Ordinary
Shareholder Meeting approving the financial statements for the 2018 financial year for a joint term of office commencihg at t
time of appointing the President of the PZU Managem@&uard and spanning the three full financial years from 2020 to 2022.

=A =4 =4 4 -4 A

The other persons were appointed on 28 March 2019 for a joint term of office commencing at the time of appointing the
President of the PZU SA Management Board and spanning the threérfaticial years from 2020 to 2022.

0G?=J &G<?CAKK K=JN=< AF L@= ; 9H9; ALQ G> .83 +9F9?=E=FL G9J
MF<=J L@= HJAF,; AHD= G> <AK; @9J?AF? @AK E9FnmryLhde. 9; ; GIJ<AF? LG

As at the date of conveying this periodic report, the PZU Management Board consisted of the following persons:
T . 90=f 1lawksaientd the PZU Management Board;

1 Adam Brzozowskd Member of the PZU Management Board;

1  Marcin Ecker® Member ofthe PZU Management Board;

1 #DG: A=L-D; @d RKAamb@ of the PZU Management Board;

1 Tomasz Kuliks Member of the PZU Management Board;

1 Maciej Rapkiewicd Member of the PZU Management Board;

T +9f?GJR9 L SMein®erotiekPZI9 Management Board.
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2.2 | GEHGKALAGF G> L@= H9J=FL ; GEH9FQAK 1MH=JNAKGJQ G

From 1 January 2019, the PZU Supervisory Board consisted of the following persons:
f +9; A=B dSaHndorl Board Chairman;

i . 90=f ®RNpervisayBoard Deputy Chairman;

1  Alojzy Nowakd Supervisory Board Secretary;

T +9J; AF | @RupbrviBotyl BEa@iMember;

i ?29L9 %GQuUpErsprZBoard Member;

1 0G: =JL ( 83UpedviBow Béa Member;

1 Katarzyna Lewandowska Supervisory Board Member;

T 0 G: =J L 3SupeAiko§/ Board Member;

1 Maciej Zaborowsk# Supervisory Board Member.

On 24 May 2019, the Ordinary Shareholder Meeting of PZU set the number of PZU Supervisory Board members at 11 and
appointed the following to the PZU Supervisory Board of the newBer G> G>>A; = +9; A=B [ GHAIl KCA
, GO9C/N +9J; AF | @DM<RAI KCAJ ?29L9 %Bhacke;, TOME3z Kuid3ur, Kizysztofl GpblskiC G/l #
Maciej Zaborowski. This appointment was for the joint term of office that emgasses three consecutive full financial years
20202022.

+GJ=GN=JJ] GF I'f +9Q TIPRpxJ/l L@ .JAE= +AFAKL=JJ] 9; LAF? 2GF : = @9
K=; 5 5 G> L@= .83AK J L A; D= Keckito be a RZUGA Bupdrvis@yBardMemBrAF L =< +J K

From 24 May 2019, the PZU Supervisory Board consisted of the following persons:
1 +9; A=B dS@Hrdorl Board Chairman;

i . 90=f @e®NpervisatyBoard Deputy Chairman;

1  Alojzy Nowald Supervisory Boardsecretary;

i +9J; AF | @RuperviBotylBEa@iAMember;

i ?29L9 9%QupErAsprZBoard Member;

1 0G: =JL ( 9SUhedviBody :Béa Member;

i Tomasz Kuczud Supervisory Board Member;

i #DG: A=LO -ZiemackasBuperdsry Board Member;

1 KrzysztofOpolskid Supervisory Board Member;

T 0 G: =J L 3SupeAiko§/ Board Member;

1

Maciej Zaborowsk# Supervisory Board Member.
2.3 PZU Group Directors

Apart from Management Board Members, key managers in the PZU Group also comprise PZU Group Directors.
From 1 &nuary 2019, the following persons were PZU Group Directors:

1 Aleksandra Agatowska;

i Tomasz Karusewicz;

1 9JLfGEA=B *ALOAI ; RMCH

1 Dorota Macieja;

1 OGE9F .9f9;

.28
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Tomasz Karusewicwas dismissed from serving in his capacity of a PZU Group Director as of 30 April 2019. From 1 to 24 May 2019
0G?=J &G<?CAKK K=JN=< 9K 9 .83 | Q; A= %IGMH " AJ=;LGJs K G>
83 | Q; A =date of ddnvéying this@eriodic report the following persons were PZU Group Directors:

1  Aleksandra Agatowska (PZU);

1 <9E JRGRGOKCA ©0.83 ] Q; A=d6H

1 9JLfGEA=B *ALOAI ; RMC 0.836H

1 Dorota Macieja (PZU);

1 OGE9F .9f9; ©.83068

3. Key accounting policies, key estimatesid judgments

Detailed accounting policies and critical estimates and judgments are presented in the consolidated financial statemeritg of t
PZU Group for 2018.

The accounting policies and calculation methods used in these condensed interim financiaksiants are the same as those
usedin the consolidated financial statements of the PZU Group for 2088 ept for the changes described below.

3.1 Changes in accounting policies and estimates, errors from previous years

3.1.1.  Amendments to the applied IFRS

3.1.1.1. Standards,interpretations and amended standards effective from 1 January 2019

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

Standard/interpretation Approv_lng Comments
regulation
IFRS 16 Leases 1986/2017 The effect of the application of IFRS 16 is described in se@idm2

Certain options,which force a lender to accept reduced compensation for granting financ
(in the case of negative compensation) failed to pass the SPPI test; accordingly
instruments containing such options could not be classified as measured at amortized co:
at fair value through other comprehensive income. According to the amendment, the posi
or negative sign of the prepayment amount will not be important; this means that, depend
on the interest rate in effect when the agreement is terminated, payment d@made to a
party resulting in prepayment. This compensation must be calculated in the same manne
both a penalty for prepayment and also for a gain earned on prepayment.

Amendment to IFRS 8
prepayment features with 498/2018
negative compensation

2@= ; @9F?= <A< FGL 9>>=;L L@= .83 %JGMHZA
The interpretation is applied when there is uncertainty to the determination of taxable pra
IFRIC 23 interpretatiod tax losses, taxable income, outstanding tax losses, unused tax credits and tax tetgsr IAS
Uncertainty over Income 1595/2018 2,

Tax Treatments
2@= AFL=JHJ=L9LAGF @9< FG =>>=;L GF L @=
According to the amended IAS 28, lotgrm interests in associategnd joint ventures for
which the company does not apply the equity method, the applicable standard is IFRS 9,
237/2019 with regard to impairment.

Amendment to IAS 28
Longterm interests in
associates and joint

ventures A
2@= ; @9F?= <A< FGL 9>>=:L L@= .83 %JGMHA
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Approving

. Comments
regulation

Standard/interpretation

The amendment contains clarifications for the guidelines in case of a plan amendm
curtailment or settlement during the reporting period. The amendments require entities, af
such an event, to use updated actuarial assumptionsdalculate current service cost and ne
interest for the remaining part of the reporting period. The amendments also clarify
J=1 MAJ=E=FLK ; GF; =JFAF? L@= HD9FAK 9E=I
Amendments tq [AS 19 402/2019 threshold requirements. The IASB has decitithat the scope of these amendments does n
STz GG BRI . GN=J L@= K=LLD=E=FL G> &4KA?FA>A; 9FL EO
plan amendments, curtailments or settlements that will take place on or after 1 January 2(
with the possibility ofearlier application.

2@= ; @9F?= <A< FGL 9>>=:L L@= .83 %JGMHZ

The amendments pertain to:

1st IFRS 3the amendments clarify that when an entity obtains control of a business tha
a joint operation, it remeasures previously held interests in that business;

2nd IFRS 11 the amendments clarify that when an entity obtains joint control of a busine
that is a joint operation, the entity does not remeasure previously held interests in t

business.
Annual improvements to 412/2019 3rd IAS 12- the amendments specify that any income tax consequencdsdividends (i.e.
IFRS 2012017 profit distribution) should be recognized in the profit and loss account, regardless

how the tax arises;

4th 1AS 23 the amendments clarify that if any specific borrowings remain outstanding af
the related asset is ready for its intered use or sale, that borrowing becomes part of tl
funds which an entity generally borrows when calculating the capitalization rate
general borrowings.

2@= 9E=F<E=FLK <A< FGL 9>>=;L L@= .83 %J

3.1.2. IFRS 16 Leases

IFRS 16 has replaced IAS Léasesand any interpretations related to this standard and has introduced a full model of
A<=FLA>A; 9LAGF 9F< K=LLD=E=FL G> D=9K=K AF L@= D=KKGIKA 9F<
lessees, dr which the new standard eliminates the distinction between financial leases and operating leases.

The recognition of operating leases in the statement of financial position has resulted in the recognition of a new asseig(ti

to use the leased objet) and a new liability (the liability of remitting lease payments).

0=; G?FALAGF G> D=9K=K GF L@= D=KKGJAK KA<= @9K AF EGKL ; 9K=

between operating leases and financial leases.

Applying IFRS 1the PZU Group made the following assumptions and adopted the following practical approaches permitted by

the standard:

1 Asat 1 January 2019 a simplified approach has been applied in accordance with section C5(b) of IFRS 16. Comparative data
were not transbrmed, and the total effect of the first application of IFRS 16 was recognized as an adjustment to the opening
balance of retained earnings on the first application date

1 In the case of leases previously classified as operating leases in accordance ASHLT lease assets and liabilities were
E=9KMJ=< 9L HJ=K=FL N9DM= G> L@= J=E9AFAF? D=9K= H9QE=FLKI/
A single discount rate was used for the portfolio of lease contracts with features that are generalllasimi
The rules concerning sho#term leases were applied for operating leases whose lease term ends within 12 months of the
day of first application of IFRS 16.

i If a contract contained a lease extension or termination option then knowledge obtained after the fact was used in order to
determine the term of the lease.

The recognition of assets and liabilities in respect of lease is based on a subjective evaludtibe Management Board, taking
into account interpretations related to the application of IFRS 16. The subjective evaluation and the effects of the ajgmicHt

/
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the new standard as presented below may change as a result of new interpretations of IFRhénges to the general practice
of application of new accounting standards.

In the consolidated profit and loss account for 2019, fees related to lease and rental were replaced by the amortizatioa of t
right-of-use asset ofhe leased object and binterest expenses on lease liabilities.

The effect of the application of IFRS 16 on the statement of financial position is presented in the table.

ltems of the statement of financial position 31 December 2018 | Recognition of lease 1 January 2019
(under IAS 17) contracts (under IFRS 16)
Property, plant and equipment 3,184 1,246 4,430
Investment property 1,697, 50 1,747
Financial liabilities 236,31 1,296 237,612

On the date when the leased asset is available for use, the PZU Group recognizes thefrighe asset and the lease liability.

In accordance with section 5 of IFRS 16, the PZU Group has taken advantage of the exemptions d@éishdgases and for

leases for which the underlying asset has a low value. Low value assets were deemed to be assets with a value equal to or lower

than PLN 20 thousand.

Pursuant to item 4 of IFRS 16, the PZU Group does not apply this standard to intangible assets.

On initialrecognition:

1 the lease liability is measured at the present value of the outstanding lease payments, including fixed lease payments less
any applicable lease incentives, variable lease payments that depend on an index or rate, the amounts that the lessee

expects to pay within the guaranteed residual value, the exercise price of the call option, if likely to be exercised, and
penalties for terminating the lease if the option is available;

1 right-of-use assets are measured at cost, which includes the inigglse liability amount, any lease payments paid on or
before the commencement date, less any lease incentives received, all initial costs incurred by the lessee, and an estimate
of the costs to be incurred in disassembling and removing the asset, renogatire site where it was located, if the lease
contract so requires.

The PZU Group recognized assets and liabilities in respect of lease at a net amount. The VAT amount is recognized in ekpenses
the current period.

Lease payments are discounted using teFL=J=KL J9L= AEHDA; AL AF L@= D=9K=J]] A>
marginal interest rate.

2@= D=KK==AK E9J?AF9D J 9L =freédriite andfiked N Priead.<or @lkcontra@s ending Bn the samk @=
date and wth a fixed amount of monthly payments (this group includes most lease contracts in the PZU Group) a fixed contract
discount rate has been calculated.

In subsequent periods:
1 the right-of-use asset is measures using the cost less depreciation and impaitmesdel;
1 the liability is measured at amortized cost.

Rightof-use assets are recognized jointly with property, plant and equipment or investment property, respectively, while lease
liabilities as financial liabilities.
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R=1 1HOfCO

C: QBF9 %J GMH

3.1.3.  Standards, interpretations and amended standards not yet effective

1 Not approved by the European Commission:

Name of standard/
interpretation

Date of issue by IASB

Effective date
(according to IASB)

Comments

IFRS 13 Insurance contracts

18 May 2017

1 January 2022

The purpose of the standard is to establish the uniform accounting policy for all types of insurance contracts, including
reinsurance contracts held by the insurer. Introduction of this unified standard should ensure comparability of financiartg|
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 uncertauiture event adversely affects the policyholde

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 the climatic, geological factor or another physici

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

The standard introduces a definition of contract boundary, defining its beginning as the beginning of coverage, the datefirdte

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

contracts - whichever is earliest. The end of the contract boundary occurs when the insurer has the right or practical abil
reassess the sk for a particular policyholder or a policy group, and the premium measurement does not cover the risk relat
future periods.

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

1  General Measurement Model, GMdthe 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 (probabilityweighted) cash flows from premiums
claims, benefits, acquisitio expenses and costs,

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

0 contractual service margin (CSMrepresenting an estimate of future profits recognized during the policyrte The
CSM value is sensitive to changes in estimates of cash flows, resulting e.g. from changeztmweomic assumptions
CSM cannot be a negative val@eany losses on the contract shall be recognized immediately in the profit and
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 not lead to significant changes in relation to GMM. In this
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 measured using the GMM (without calculating CSM

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

IFRS 17 provides for separate recognition of reinsuracoatracts from reinsured insurance contracts. The cedent shall meas

reinsurance contracts by the modified GMM method or, if possible, by the PAA method. Modifications of the GMM methc

©
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Name of standard/
interpretation

Date of issue by IASB

Effective date
(according to IASB)

Comments

Amendment to IFRS 3
Business combinations

Amendments to IAS 1 and
IAS & definition of
materiality

Amendments to the
framework

22 October 2018

31 October 2018

29 March 2018

1 January 2020

1 January 2020

1 January 2020

above all from the fact that reinsurance contracts are usyatssets, not liabilities, and the cedent pays a remuneration to
reinsurer rather than deriving profits from the contract. Modifications are also supposed to reduce discrepancies arising
separate recognition of the reinsurance contract from reinsa insurance contracts.

In the case of reinsurance contracts, both the profit and the loss calculated as at the contract recognition are recognizke
statement of financial position and settled through the reinsurance coverage period. The assumgptimn reinsurance contrac
measurement shall be consistent with those used for reinsured insurance contract measurement. In addition, measuremen
take into account the risk that the reinsurer fails to fulfill its obligations.

In mid 2018 PZU Grouprmally launched project work to implement a standard in all PZU Group insurance companies. As p

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

1 analyzing the gap in existing IT processes, tools and systems;

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

1  analyzing the current product offer in terms of segmentation and principles of measurement in accordance with IFRS 17

Despite publishing the cotent of IFRS 17, IASB continues the works on its final wording. For this reason, the standard version
will be finally approved by a European Commission Regulation will differ from the present text. The IFRS 17 implementdti
have a fundamentalmpact both on the processes in insurance entities and on the financial reporting of PZU Group. At the pt
stage of the IFRS 17 implementation project and due to the potential changes in its content, it is not possible to estimeadéfect
ofapplicah GF G> ' $01 pp GF .83 %JGMHAK ; GEHJ=@=FKAN= AF; GE=

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

2@= 9E=F<E=FLK OADD FGL 9>>=;L L@= .83 %JGMHAK ; GFKGDAc<

According to the new definition, information is material if one may justifialdypect that if it is overlooked, distorted or conceale
this may affect the decisions made by the main users of financial statements on the basis of these financial statements.

2@= ; @Q9F?= OADD FGL =P=JL 9 KA?F Aedfnangid stateméntsDM=F; = GF L @
The amended conceptual assumptions contain several new concepts pertaining to measurement, they incorporate the up
definitions and criteria for recognizing assets ar@bilities and the guidelines for reporting financial results. Additionally, th
contain explanations pertaining to important areas such as the role of management, prudence and the uncertainty of measuir
in financial statements.

The amendmentswilF GL @9 N= 9 KA?FA>A; 9FL AF>DM=F; = GF L@= .83 %J
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In summary, in the opinion of the PZU Group, the introduction of the above standards and interpretations will have no materia
effect on the accouting principles applied by the PZU Group, except for IFRS 17.

3.2 Explanation of differences between the previously published financial data and these condensed
interim consolidated financial statements

The changes that have been introduced as compared to twndensed interim consolidated financial statements for the 6
months ended 30 June 2018 are described in the items below.

3.2.1. Change in the presentation of the result on the sale and the result on material modification of
accounts receivable

To reflectbetter the economic nature of the transaction, the result on the sale and the result on material modification of
accounts receivable has been transferred.

3.2.2. Change in the presentation of recoveries from credit receivables transferred off -balance sheet

To refect better the economic nature of the transaction, the presentation of recoveries from credit receivables transferred off

balance sheet was modified. Since such allowances are made regularly and are an element of ordinary activity in managing
irregular ac GMFLK J=; =AN9: D=J1 L @= N9DM= G> J=; GN=JA=K O9K LJ9FK>
9DDGO9F; =K >GJ =PH=; L=< ;J=<AL DGKK=K 9F< AEH9AJE=FL DGKK=K

3.2.3. Margin on foreign exchange transactions

To reflect better the eonomic nature of revenue generated on the margin on foreign exchange transactions, it has been moved
>JGE &4, =L AFN=KLE=FL AF; GE=A LG &a40=N=FM= >JGE ; GEEAKKAGFK 9F

3.2.4. Changes stemming from the application of IFRS 9

l @9F?=K 0O=J= E9<= LG L@= .83 %JIGMHAK ; GFKGDA<9L=< >AF9F; A9D
credit losses are calculated and how the assets acquired in transactions to take over banks are allocated to baskets dtthe P

GroH D=N=Dg 2@= <9L9 >GJ &np r'F'p)K O=J= LJ9FK>GJE=< AF 9;; GJ<O9F
financial statements for 2018 and in the condensed interim consolidated financial statements for H1 2019.

&
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3.2.5.  Impact exerted by the differ ences on the consolidated financial statements

The following tables present the impact of the aforementioned changes on the individual items of the consolidated financial
statements.

Consolidated profit and loss 1 January - ) ) ) ) 1 January -
account 30 ;'lune' 2018 item 3.2.1 item 3.2.2 item 3.2.3 item 3.2.4 30 June 2018
(historical) (restated)
fF({eee\éenue from commissionand 1,673 1 ) 356 ) 2,030
Net investment income 5,594 1 - (356) (86) 5,153
Net result on realization of
financial instruments and 99 (28) - - - 71
investments
Movement in allowances for
gxpepted credit Iosses.and . (838) 26 5 ) ®) (812)
impairment losses on financial
instruments
Other operating income 800 - 5) - - 795
Profit before tax 3,147 - - - (91) 3,056
Income tax (789) - - - 18 (771)
Net profit 2,358 - - - (73) 2,285
- profit attributable to the equit
hZIders of the Parent Com(g)an))// 1,429 ) ) ) ) 1,410
i o ot - - I
Consolidated statement of comprehensive income 20 JunleJZagllJ;ms-torical) Correc;gzaltem 20 Jurllnggﬁg(rr):-:‘-state d)
Net profit 2,358 (73) 2,285
Other comprehensive income (40) - (40)
Total net comprehensive income 2,318 (73) 2,245
- comprehensive income attributable to equity holders of thd 1,324 (15) 1,309
Parent Company
;gﬁ?&ﬁgﬁ:ﬁ;ﬁ;?come attributable to holders of nen 994 (58) 936
. . . Equi‘ty attributable to Non-controlling .
Consolidated statement of changes in equity equity holders of the interest Total equity
parent
Historical data
Effect of the application of IFRS 9 and other changes (454) (1,042 (1,496)
Net profit (loss) 1,425 933 2,358
Equity as at 30 June 2018 13,280 21,332 34,612
Correction ditem 3.2.4
Effect of the application of IFRS 9 and other changes (58) (104) (162)
Net profit (loss) (15) (58) (73)
Equity as at 3Qune 2018 (73) (162) (235)
Restated data
Effect of the application of IFRS 9 and other changes (512) (1,146 (1,658)
Net profit (loss) 1,410 875 2,285
Equity as at 30 June 2018 13,207 21,170 34,377
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1 January - 1 January -
Consolidated cash flow statement 30June 2018 Adjustment 30 June 2018
(historical) (restated)
Profit before tax 3,147 (91) 3,056
Adjustments (7,983 91 (7,892)
Movement in loan receivables from clients (6,872 (244)9 (7,116)
Reali_zed gains/losses from investiragtivities and 715 26p 689
impairment losses
Net foreign exchange differences 44 356 400
Income tax paid (957) (©)*» (963)
Other adjustments 892 119 903
Net cash flows from operating activities (4,836) - (4,836)
Y Change described in sectiod.2.1
2 Change described in sectioB.2.2
¥ Change described in sectio.2.3
4 Change described in sectioB.2.4
4, Information about major events that materially influence the structure of

financial statement items

On 24 May 2019 the PZU Ordinary Shareholder Meeting adopted a resolution to distributerofét for 2018. This matter is
described in sectiorl5.

-F I'B (MF= TPRpxJ/l .=C9GAK -J<AF9JQ 1@9J=@GD<=J +ofit=earhdrking 9 < GHL =
PLN 1,732 million, i.e. PLN 6.60 per share to be paid in dividends. The record date fell on 10 July 2019 and the dividahd pay
date on 30 July 2019. PZU received a dividend of PLN 347 million.

5. Corrections of errors from previous years

During the 6month period from 1 January to 30 June 2019, no corrections of errors were made from previous years.
6. Material events after the end of the reporting period

No material events transpired after the end of the reporting period save for the issiessribed below.

6.1 Repayment of PZU Finance AB (publ.) bonds

On 3 July 2019, PZU Finance AB (publ.), a subsidiary company of PZU, repaid the entire indebtedness with the due interest on
bonds with the par value of EUR 850 million.

6.2 Opening of a longterm bond issue program by Alior Bank

-F f M?MKL T'RPpx/l L@ 1MH=JNAKGJQ G9J< G> DAGJ 9FC/l AF 9
G9J<Jl ?9N= ALK ; GFK=FL >TednBan@ssuDFdogrem a@d aBthorizedtile@iyemers Boardt® * GF?

repeatedly contract financial liabilities under this Program by issuing unsecured bonds. The total par value of the Progihm w

not exceed PLN 5 billion.

<<ALAGF9DDQJ L @= DAGJ 9FCAK 1MH=JINIAKGIQQ GDbA&J] AFFOAK GJ K|
9?J==< LG ; DGK= DAGJ 9FCAK : GF< AKKM= HJG?J9E =KL9: DAK@=<
July 2015 and approved by a resolution adopted by the Alior Bank Supervisory Board on 1GtA2Qf5.

(36)
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7. Supplementary notes to the condensed interim consolidated financial
statements
7.1 Gross written premiums
Gross written premiums 1 April & 1 January - 1 April 8 1 January -
30 June 2019 30 June 2019 30 June 2018 30 June 2018
Gross writtenpremiums in nonlife insurance 3,798 7,607 3,955 7,692
In direct insurance 3,804 7,607 3,979 7,703
In indirect insurance (6) - (24) (11)
Gross written premiums in life insurance 2,140 4,232 2,095 4,189
Individual insurance premiums 401 760 373 745
Individually continued insurance premiums 506 1,011 502 1,001
Group insurance premiums 1,233 2,461 1,220 2,443
Total gross written premiums 5,938 11,839 6,050 11,881
ccounting classes prescribecby secton o the atscnment | LAPS [ 1danvary: - 1apils | L sanuary-
o the Insurance Activity Act) 30 June 2019 30 June 2019 30 June 2018 30 June 2018
Accident and sickness insurance (group 1 and 2) 175 357 149 310
Motor third party liabilityinsurance (group 10) 1,468 2,903} 1,547 3,001
Other motor insurance (group 3) 977 1,982 966 1,942
Marine, aviation and transport insurance (groups 4, 5, 6, 7) 25 45 28 45
Insurance against fire and other property damage (groups 8 andg 771 1,511 916 1,638
TPL insurance (groups 11, 12, 13) 199 437 189 420
Credit and suretyship (groups 14, 15) 23 43 24 47
Assistance (group 18) 133 259 121 235
Legal protection (group 17) 3 6 2 5
Other (group 16) 30 64 37 60
Total 3,804 7,607 3,979 7,703
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7.2 Revenuefrom commissions and fees
- 1 April & 1 January -
Revenue from commissions and fees 30%JUA£;”26019 3]6 “]]?;Za%lg 30 June 2018 30 June 2018
(restated) (restated)
Banking activity 861 1,664 851 1,671
Margin on foreign exchangeansactions with clients 204 388 184 356
Brokerage fees 26 52 39 87
Fiduciary activity 15 30 18 34
Payment card and credit card services 232 439 208 400
Fees on account of insurance intermediacy activities 17 36 28 60
Credits and loans 101 195 119 220
Bank accountrelated services 103 204 105 213
Transfers 78 153 78 153
Cash operations 24 47 26 50
Receivables purchased 13 23 10 19
Suretyship, letters of credit, collections, promises 18 38 18 36
Other commission 30 59 18 43
5:r\éir;%?e2nqbayments received from funds and mutual fund 128 252 137 273
Pension insurance 85 69 44 84
Other 8 8 1 2
Total revenue from commissions and fees 1,032 1,993 1,033 2,030
7.3 Net investment income
- 1 April & 1 January -
Net investment income 301JUA£(:|29019 3%) “]]ir:;a%lg 30 June 2018 30 June 2018
(restated) (restated)
Interest income, including: 3,188 6,106 2,752 5,423
Loan receivables from clients 2,326 4,559 2,097 4,040
Egﬁijjﬁgggﬁ;?ﬁz?ﬁd at fair value througither 289 495 189 437
Debt securities measured at amortized cost 351 616 301 615
Buy-sell-back transactions 20 85! 20 37
Term deposits with credit institutions 25 53 32 63
Loans 60 126 43 84
Receivables purchased 28 62 20 55
Hedgederivatives 78 137 40 70
Receivables - 1 - 1
Cash and cash equivalents 11 22 10 21
Dividend income, including: 28 29 45 46
I()r:\llzztsment financial assets measured at fair value through pr: 6 7 o5 26
Icrl)v;;tg:;:;lic:r;ﬁgrizsets measured &ir value through othe 22 22 20 20
Income on investment property 68 133 64 128
Foreign exchange differences (72) 24 (360) (400)
Investment activity expenses (6) (12) 4) (11)
Investment property maintenance expenses (31) (58) (22) (49)
Other 6 12 9 16
Total net investment income 3,181 6,234 2,484 5,153
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7.4 Net result on realization of financial instruments and investments
Net result on realization of financial instruments and 1 April 8 1 January - 1 Aprils 1 January -
. 30 June 2018 30 June 2018
investments 30 June 2019 30June 2019
(restated) (restated)
Investment financial assets 57 147 84 118
Debt |nstrument§ measured at fair value through other 26 56 59 92
comprehensive income
Financial instruments measured dair value through profit or 27 78 23 22
loss
Equity instruments (2) 3 (5) 6
Participation units and investment certificates 24 44 (6) (4)
Debt instruments 4 31 34 20
Instruments measured at amortized cost 4 13 2 4
Loan receivables fronelients measured at amortized cost 12 19 1 1
Derivatives ?3) 1) (58) (18)
Short sale 2 - 1 3
Receivables (14) (58) (13) (27)
Investment property - - (6) (6)
Net result on realization of financial instruments and 54 107 9 7

investments

7.5 Movement in allowances for expected credit losses and impairment losses on financial instruments
. . _ 1 April & 1 January -
Movement in allowances for expected credit losses and 1 April & 1 January - 30 Jur?e 2018 30 June 2)(/)18
impairment losses on financial instruments 30 June 2019 30 June 2019 (restated) (restated)
Investment financial assets (15) 26 (13) 8
Debt |nstrum_ent_s measured at fair value through other @3) 4 ®) @)
comprehensive income
Instruments measured at amortized cost (12) 22 (8) 5
- debt instruments (13) 9) - 8
- term deposits with credit institutions 1) 1) (2) Q)
-loans 2 32 7 (2)
Loan receivables from clients (669) (1,066 (354) (769)
Measured at amortized cost (671) (1,048 (353) (773)
Measured at fair value througbther comprehensive income 2 (18) 1) 4
Receivables (17) - 3) (41)
Associates 3) 3 5) (5)
Movement in allowances for expected credit losses and (704) (1,043) (375) (812)

impairment losses on financial instruments, total




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

1HOfC9

C: QBF9

Condensednterim consolidated financial statements for the 6 months ended 30 June 2019

(in millions of PLN)

%J GMH

7.6

Net movement in fair value of assets and liabilities measured at fair value

Net movement in fair value of assets and liabilities measured at 1 April 8 1 January - 1 April & 1 January -
fair value 30 June 2019 30 June 2019 30 June 2018 30 June 2018
Invgstment financialinstruments measured at fair value through (64) 309 102 ©)
profit or loss

Equity instruments (12) 84 (57) (211)

Debt securities (105) 32 141 246

Participation units and investment certificates 53 193 18 (44)
Derivatives 215 121 246 275
;\L/Ijﬁgzurement ofiabilities to members of consolidated mutual @ @) 9 15
"FN=KLE=FL ; GFLJ9; LK >GJ -libkeh 1) (6) - 10
Investment property (60) (72) 117 110
Loan receivables from clients 4 1) 2 -
fl\ili(i—:‘rt\g(ljuvee’ntwoetr; in fair value of assets and liabilities measured at 93 347 476 201
7.7 Other operating income

o 1 April 1 January - 1 April s 1 January -

Other operating income 30 Jurﬁ’e 2019 30 June 23619 3czril;?:t§3)18 30(;2;?;:5))18
Sg:ﬁ:sjrsasénzisﬂgzgl;groducts, merchandise and services byj 148 203 133 297
llj:c\j/srr:;;i;rsm direct claims handling on behalf of other insuran| 58 109 47 100
Reversal of provision8 93 188 54 239
Reimbursement of the costs gfursuit of claims 10 21 8 14
Reinsurance commissions and profit participation 14 29 13 22
Reversal of impairment losses for ndinancial assets 6 6 8 8
Indemnity received 5 13 9
Interest for late payment of amounts due under direct insurance
and outward reinsurance 9 16 ° 14
Gain from sale of property, plant and equipment 1 1 4 10
Other 44 81 29 82
Other operating income, total 388 757 306 795

YIncluding a reversal of PLN 182 million by the banks of a provision for guarantees and sureties given (1 Jad@idyne 2018: PLN 233 million).
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7.8 Claims, benefits and movement in technical provisions
. ) . . . 1 April 8 1 January - 1 April & 1 January -
Claims, benefits and movement in technical provisions 30 Jur?e 2019 30 June 2)619 30 Jur?e 2018 30 June 2)(/)18
Claims, benefits and movement in technical provisions 4,013 8,124 3,773 7,504
In nontlife insurance 2,386 4,709 2,262 4,415
- claims andbenefits 2,119 3,960 1,786 3,565
- movement in technical provisions 53 335 283 462
- claims handling expenses 214 414 193 388
In life insurance 1,627 3,415 1,511 3,089
- claims and benefits 1,495 3,111 1,485 3,077
- movement in technical provisions 99 238 (6) (54)
- claims handling expenses 33 66 32 66
O:AFKM\_]-zJKA K@9J= AF ; D9AEKI/ (42) (195) (54) (159)
technical provisions
In nortlife insurance (42) (195) (54) (159)
Total net insurance claims and benefits 3,971 7,929 3,719 7,345
7.9 Fee and commission expenses
Fee and commission expenses 1 April 8 1 January - 1 April 8 1 January -
30 June 2019 30 June 2019 30 June 2018 30 June 2018
Costs of card and ATM transactions, including cé&slue costs 139 239 114 202
Commissions on acquisition of banking clients 22 41 19 35
Fees for the provision of ATMs 11 21 1) 21
Costs of awards to banking clients 4 8 4 7
Costs of bank transfers and remittances 11 21 10 19
Additional servicesattached to banking products 7 13 7 14
Brokerage fees 4 8 8 8
Costs of administration of bank accounts 1 2 1 2
Costs of banknote operations 3 7 4 7
Fiduciary activity expenses 4 9 5 9
Other commission 11 22 16 29
Total fee and commission expenses 217 391 182 353
7.10 Interest expenses
Interest expenses 1 April 8 1 January - 1 April & 1 January -
30 June 2019 30 June 2019 30 June 2018 30 June 2018
Term deposits 255 504 268 541
Current deposits 135 268 103 201
Own debt securities issued 111 220 94 190
Hedge derivatives 2 3 S
Loans 3 5 5
Repurchase transactions 11 21 16 30
Bank loans contracted by PZU Group companies 9 16 3 5
Leases 7 14 - -
Other 7 14 11 17
Total interest expenses 540 1,065 499 992
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7.11 Administrative, acquisition and claims handling expenses, by type
Administrative, acquisition and claims handling expenses, by 1 April 8 1 January - 1 April 8 1 January -
type 30 June 2019 30 June 2019 30 June 2018 30 June 2018
Consumption of materials and energy 55 113 70 144
Third party services 391 762 426 828
Taxes and charges 28 56 23 49
Employee expenses 1,208 2,382 1,256 2,425
Depreciation of property, plant and equipment 152 306 95 189
Amortization of intangible assets 94 188 82 170
Other, including: 811 1,609 775 1,558

- commissions in insurance activities 629 1,251 604 1,199

- advertising 67 129 72 130

- remu.neratlon of group insurance administrators in work 52 103 51 103

establishments

- other 63 126 48 126
Movement in deferred acquisition expenses (13) (44) ) (48)
Administrative, acquisition and claims handling expenses, 2,726 5372 2,720 5315
total
7.12 Other operating expenses

) 1 April 8 1 January - 1 April & 1 January -
Other operaing expenses 30 June 2019 | 30June 2019 | 30June 2018 | 30 June 2018
Levyon financial institutions 284 569 273 542
Expensgs of the core business of narsurance and norbanking 188 358 178 356
companies
Direct chums handling expenses on behalf of other insurance 60 113 50 103
undertakings
Compulsory paymepts_to insurancaarket institutions and 35 82 20 53
banking market institutions
Bank Guarantee Fund 32 547 47 277
Insurance Indemnity Fund 17 34 18 35
Fee to the National Fire Brigade Headquarters and Association
. . 1 19 1 21

Voluntary Fire Brigades
Expenditures foiprevention activity 6 19 22 31
Establishment of provisiond 225 333 89 249
Amor_u_zgmon of |nta_ng|ble assets purchased in company 58 116 87 167
acquisition transactions
Recognition of impairment losses for nefinancial assets 2 4 - 10
Donations - 23 - 24
Costs of pursuit of claims 19 38 23 38
Other 38 94 87 180
Other operating expenses, total 965 2,349 895 2,086

Y Including recognition of a provision for guarantees and sureties given by the bankkéramount of PLN 214 million (1 Januar$0 June 2018: PLN 216 million).



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

Condensednterim consolidated financial statements for the 6 months ended 30 June 2019
(in millions of PLN)

7.13 Earnings per share
I 1 April & 1 January -
. 1 April 3 1 January -
Earnings per share 30 June 2019 30 June 2019 30 June 2018 30 June 2018
(restated) (restated)
Net profit attributable to the equity holders of the parent compan 734 1,481 783 1,410
Weighted average basic and diluted number of common shares 863,314,16 863,268,721 863,374,91 863,442,94:
Number of outstanding shares 863,523,00 863,523,00 863,523,000 863,523,00(
Average We|ghtgq number of treasury shares (held by (208,837 (254.275 (148,082 (80,058)
consolidated entities)
Basic and diluted earnings (losses) per common share (in PLN) 0.85 1.72 0.91 1.63

In the émonth period ended 3@une 2019, there were no transactions or events resulting in the dilution of earnings per share.

7.14 Income tax
- 1 April & 1 January -
Total amount of current and deferred tax 1 Aprils L January - 30 June 2018 30 June2018
30 June 2019 30 June 2019
(restated) (restated)
Recognized through profit or loss (427) (902) (431) (771)
- current tax (482) (836) (582) (915)
- deferred tax 55 (66) 151 144
Recognized in other comprehensive income (deferred tax) (84) (112) 37 23
Total amount of current and deferred tax (511) (1,014) (394) (748)
Income tax on other comprehensive income items 1 April s 1 January - 1 Aprils 1 January -
P 30 June 2019 30 June 2019 30 June 2018 30 June 2018
Gross other comprehensive income 427 578 (142) (63)
Income tax (84) (112) 37 23
Investment flnanc@ |nstruments measured at fair value throu (73) (84) 35 31
other comprehensive income
Measurement of loan receivables from clients 2) (4) - 9)
Cash flow hedging transactions 9) (24) 2 1
Net other comprehensive income 343 466 (105) (40)
7.15 Goodwill
Goodwill 30 June 2019 31 December 2018
Pekaov 2,269 2,269
Alior Bank 746 746
Lietuvos Draudimas AB 471 476
Mass insurance segment in ndife insurance (Link4) 221 221
AAS Balta 38 39
Medical companies 170 115
Other 5 5
Total goodwill 3,920 3,871

YIncludes goodwill on the acquisition of Pekao Investment Management SA.
2 Includes goodwill on acquisition of the Lietuvos Draudimas branch in Estonia.

2@= AF;J=9K=< ?GG<OADD G> E=<A; 9D ; GEH9FA=K J=KMDL=< >JGE L
Alergo+ =< 29JFOO KHy R GyGy +GJ= AF>GJE9LA@E GF L@=K= LJ9FK9; LA
As a result of the analyses conducted, no impairment losses of goodwill were made in the 6 months ended 30 June 2019, just as

in 2018.
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7.16 Intangible assets

Intangible assets by type groups 30 June 209 31 December 2018
Software, licenses and similar assets 1,248 1,250
Trademarks 611 611
Client relations 837 953
Intangible assets under development 323 354
Other intangible assets 13 12
Total intangible assets 3,032 3,180

7.17 Other assets

Other assets

30 June 2019

31 December 2018

Reinsurance settlements

Estimated salvage and subrogation

Deferred IT expenses

Accrued direct claims handling receivables

Inventories

Payments for taxes on property, means of transport and land

Payments for the costs of the allowance to the Company Social Benefit Fund

Accrued commissions
Other assets
Total other assets

7.18 Property, plant and equipment

Property, plant and equipment by groups by type

62
166
70
54
49
20
25
11
113

570

30 June 2019

105
183
72
56
51
3

6
86
562

31 December 2018

Plant and machinery

Means of transport

Property, plant and equipment under construction
Real property

Other property, plant and equipment

Total property, plant and equipment

7.19 Loan receivables from clients

Loan receivables from clients

585
186
108|
3,040
307

4,226

30 June 2019

529
138
198
2,078
241
3,184

31 December 2018

Measured at amortized cost

Measured at fair value through other comprehensive income
Measured at fair value through profit or loss

Total loan receivables from clients

188,119
1,543
274

189,936

180,240
1,511
303
182,054
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30 June 2019

31 December 2018

Pur- Purchased
chased or
Loan receivables from clients 8 origina - o or
measured at amortized cost Basket | Basket | Basket ted Total Basket | Basket | Basket orlglngted Total
2 3 credit- 1 2 3 credit -
impaired impaired
(POCI) (POCI)
Gross carrying amount 166,994 16,409 9,270 6,692 199,364 159,614 16,069 7,855 7,165 190,701
Expected credit losses @219 (4545 (4591 (11,247 (870) (1,189 (3,601 (4,801) (10,461)
Net carrying amount 166,103] 15,190 4,725 2,101] 188,119] 158,742| 14,880 4,254 2,364] 180,240
30 June 2019 31 December 2018
h Purc-j Purchased
Loan receivables from clients 8 chased or or
measured at fair value through | Basket | Basket | Basket or|g|2a- Total | Basket | Basket | Basket |originated | L
other comprehensive income 2 3 ted' otal 1 2 3 credit - ota
irri;)zirlte-d impaired
(POCI) (POCI)
Carrying amount 606 - - 1,543 1,511 - - - 1,511
Expected credit losses (26) - - (32) (14) - - - (14)

The allowance for expected credit losses pertains to loan receivables from clients measured at fair value through

i GEHJ=@=FKAN=

Loan receivables from clients

AF,; GE=

AK J=;

G?FAR=<

AF

L@= DAF=

30 June 2019

AL=E

a.o

31 December 2018

Retail segment

Operating loans

Consumer finance

Consumer finance loans

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

Financial leases

Other receivables

Total loan receivables from clients

101,726
241
28,824
2,304
72
1,131
68,079
816
257
88,210
34,689
25
27,110
5,377
135

110
8,508
10,064
2,190
189,936

97,567
251
27,380
2,563
69
1,124
65,092
830
258
84,487
34,371
35
26,166
9,225
131
128
8,560
5,327
544
182,054

other
=N9 DM9
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7.20 Financial derivatives
30 June 2019 31 December 2018
Derivatives
Assets Liabilities Assets Liabilities
Interest rate derivatives 2,358 2,947 1,971 2,933
Fair value hedging instrument8 SWAP transactions 1 156 21 144
Cash flowhedging instrumentss SWAP transactions 492 510 374 770
Instruments held for trading, including: 1,865 2,281 1,576 2,019
- FRA transactions 1 1 2 2
- SWAP transactions 1,852 2,269 1,564 2,012
- call options (purchase) 8 1 6 2
- put options (sale) 4 10 4 3
Foreign exchange derivatives 395 373 302 250
Cash flow hedging instrument8 SWAP transactions 86 23 31 1
Instruments held for trading, including: 309 350 271 249
- forward contracts 139 144 92 131
- SWAP ftransactions 98 128 115 54
- call options (purchase) 44 19 46 22
- put options (sale) 28 59 18 42
Equity derivatives 8held for trading 89 50 78 49
- forward contracts - - 10 13
- call options (purchase) 89 2 66 2
- put options (sale) - 48 2 34
Commodity derivatives 8 held for trading 95 76 136 133
- forward contracts 31 19 35 34
- SWAP transactions 26 26 46 45
- call options (purchase) 28 3 21 5
- put options (sale) 10 28 34 49
Total derivatives 2,937 3,446 2,487 3,365
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7.21 Investment financial assets
30 June 2019 31 December 2018
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 629 961 1,590 n/a 522 1,220 1,742
Participation units and investment nia nia 4,498 4,498 na na 4,298 4,298
certificates
Debt securities 38,708 49,546 5,792 94,044 34,652 38,215 12,176 85,043
Government securities 31,587 35,482 5,348 72,417 27,501 26,167 11,9849 65,654
Domestic 31,412 33,171 5,218 69,80]] 27,349 23,419 10,793 61,561
Fixed rate 28,195 21,799 3,412 53,405 24,074 10,745 8,893 43,712
Floating rate 3,217 11,373 1,806 16,394 3,275 12,674 1,900 17,849
Foreign 175 2,311 130 2,616 152 2,748 1,193 4,093
Fixed rate 175 2,311 130 2,616 152 2,748 1,193 4,093
Other 7,121 14,064 444 21,629 7,151 12,044 190 19,389
Fixed rate 839 5,779 27 6,645 1,323 4,501 39 5,863
Floatingrate 6,282 8,285 417 14,984 5,828 7,547 151 13,526
Other, including: 10,069 - - 10,064 10,582 - - 10,582
Buy-sell-back transactions 2,858 - - 2,858 3,278 - - 3,278
U e G 2,667 - - 2,667 2,769 - - 2,769
institutions
Loans 4,543 - - 4,543 4,535 - - 4,535
Investment financial assets, total 48,776 50,175 11,251 110,202 45,234 38,737 17,694 101,665
30 June 2019 31 December 2018
pur- Purchased
chased or
Debt securities 8 measured at origina - o or
amortized cost Basket | Basket | Basket ted Total Basket | Basket | Basket orlglne}ted Total
1 2 3 . 1 2 3 credit -
credit - . -
impaired impaired
(POCI) (POCI)
Gross carrying amount 38,390 374 E8) - 38,797 34,657 85 88 2 34,727
Expected credit losses 37) (19) (33) - (89) (35) 7 (33) - (75)
Net carrying amount 38,353 355 - -] 38,708] 34,622 28 - 2| 34,652
30 June 2019 31 December 2018
h Puré Purchased
Debt securities & measured at chased or or
fair value through other Basket | Basket | Basket orlglga— | | Basket | Basket | Basket | originated |
comprehensive income 1 5 3 ted' Total 1 5 3 credit- | To@
irg:)eairlte_d impaired
(POCI) (POCI)
Gross carrying amount 49,3764 170 = = 49,549 38,147 73 = = 38,215
Expected credit losses (30) (6) - - (36) (37) 3) - (40)
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30 June 2019 31 December 2018
pur- Purchased
chased or
Term deposits with credit origina- o or
institutions Basket | Basket | Basket ted Total Basket | Basket | Basket | originated Total
1 2 3 . 1 2 3 credit -
credit - . .
impaired impaired
(POCI) (POCI)
Gross carrying amount 2,668 1 9 - 2,678 2,770 1 9 - 2,780
Expected credit losses 2) - 9) - (11) 2) - 9) - (11)
Net carrying amount 2,666 1 - - 2,667 2,768 1 - - 2,769
30 June 2019 31 December 2018
pur- Purchased
chased or
origina- or
Loans Basket | Basket | Basket Basket | Basket | Basket | originated
ted Total . Total
1 2 3 . 1 2 3 credit -
credit - . -
impaired impaired
(POCI) (POC)
Gross carrying amount 4,510 61 - - 4,571 4,595 - - - 4,595
Expected credit losses (25) ) - - (28) (60) - - - (60)
Net carrying amount 4,485 58 - - 4,543 4,535 - - - 4,535

The allowance pertaining to debt investment financial assets measured at fair value through other comprehensive income is
recognized in the revaluation reserve and does not lower the carrying amount of assets.

Equity instruments measured at fair value through other comprehensive income 30 June 2019 31 December 2018

Grupa Azoty SA 346 257
Biuro Informacji Kredytowej SA 191 173
PolimexMostostal SA 37 38
PSP sp. z o.0. 24 22
Krajowa Izba Rozliczeniowa SA 14 13
Other 17 19
Equity instruments measured at fair value through other comprehensive income, total 629 522




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

Condensednterim consolidated financial statements for the 6 months ended 30 June 2019
(in millions of PLN)

Exposure to debt securities issued by governments other than the Polish government

;Zs\;reyrrr?]:rwount of debt securities issued by governments other than the Polish 30 June 2019 31 December 2018
Lithuania 716 638
United States 318 957
Latvia 130 90
Ukraine 105 90
Romania 100 157
Croatia 99 152
Indonesia 87 71
Columbia 80 42
Brazil 7 57
Russia 76 69
Bulgaria 74 7%
Panama 70 36
Philippines 59 42
Oman 56 41
Hungary 56 117
Uruguay 55 42
Dominican Republic 52 42
South Africa 50 35
Other 356% 1,340?
Total 2,616 4,093
Y The Other line item states the countries with respect to which the balance sheet exposure does not exceed the equivaléM &DRnillion: Argentina, Australia, .
R=J: 9AB9F /] 9 @) 9AF ] =D9J MK/} =D? AMEJ] yptGMahde AGEdhany, @haDa Buaten@l, Helland, Apn@luas, llretdnd; < A' N ¢

Italy, Jamaica, Jordan, Kazakhstan, Kenya, Mexico, Mongolia, Morocco, Namibia, Nigeria, Paraguay, Peru, Qatar, Saudérapé, Serbia, Slovenia, Spain, Sri

Lanka, Sweden, Trinidadral Tobago, Turkey, Uzbekistan, United Kingdom, Vietnam.

2The Other line item states Albania, Argentina, Armenia, Australia, Azerbaijan, Belarus, Belgium, Bolivia, Cameroon, ®hile9Co0 A; 9/1 ! oL = <A' NGAJ =1/
Ethiopia, France, Germany, GhanGreece, Guatemala, Holland, Honduras, India, Ireland, Italy, Jamaica, Jordan, Kazakhstan, Kenya, Morocco, Mexico, Mongolia
Namibia, Nigeria, Paraguay, Peru, Portugal, Senegal, Serbia, Slovenia, Spain, Sri Lanka, Sweden, Trinidad and Tobaga)fita#td§ingdom, Vietnam.

Exposure to debt securities issued by corporations and local government units

Issuer 30 June 2019 31 December 2018
National Bank of Poland 1,800 2,999
Domestic local governments 6,302 5,710
Foreign banks 4,468 3,495
Companiesfrom the WIGEnergy Index 2,292 1,183
Manufacturing 1,145 978
Financial and insurance services 1,017 725
Public utility services 743 759
Companies from the WkBanks Index 556 452
Transportation and storage 732 1,232
Energy and fuel sector companiémcluding: WIGFuels index companies) 637 1,173
Mining and quarrying (including companies included in the \AM#ing index) 477 130
Construction and real estate market service 409 158
Other professional, scientific and technical activity 421 136
Arts, ent.ertainment and recreation activity (including Wt@&otels and restaurants index 323 188
companies)

Information and communication (including: WIGTelecommunications index companies) 195 4
Other 112 67
Total 21,629 19,389
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7.21.1. Information on the changes in the economic situation and business conditions exerting a material
effect on the fair value of financial assets and liabilities

7.21.1.1. Capital market

In H1 2019, the yields of 4@ar treasury bonds of the US and Germany continued to decrease. In the US yields slid from 2.69% at
the outset of the year to 2.00% at the end of June. In Germany, yields fell to record low levels; at the end of June they wer
0.33%, compared to 0.25 in the beginning of the year. In both cases, the yield curve flattened. In the USA, the yield curve
temporarily reversed at the end of March and since 23 May the interest rate-miorh treasury bills has continuously exceeded

the yield on 16year bonds. In the past that type of situation ordinarily preceded a recession. Responding to the risk of economic
slowdown and lower prices on the financial markets, the US Central Bank (Fed) at the beginning of the quarter did arfat®ut

in monetary policy, signaling the suspension of further interest rate hikes and later it also allowed the possibility otireglthe

rates, which in fact happened on 31 July. It also made the decision to bring to an early conclusion the process ofrghitak
balance sheet. The European Central Bank (ECB) also reacted to the soft data concerning economic growth and declining long
term inflation expectations by announcing the extension of its policy of stable or lower interest rates until at least tdeoén

2020. It also decided to introduce a new TLTR&geted longerterm refinancing operationg)rogram as of September 2019. The

ECB is also giving consideration to the possibility of differentiating interest rates depending by the liquidity surplisessied

:Q :9FCK OL@AK KGDMLAGF K@GMD< K=JN= LG ;GMFL=J9;L L& 9<N=.
and restore the asset purchase program.

The yields of 1§ear Polish treasury bonds fell significantly in H1 2019. & beginning of the year it was 2.85%, but fell to only
2.39% at the end of June. The yields started to decline in May, which was later than on the core markets, since the announced
budget expenditures drove 1§ear treasury bond yields close to 3% at tkad of February. In the beginning of May they shortly
crossed the 3% threshold and it was only after the increase in customs duties on Chinese goods by the US President was
announced (which increased concerns about the state of the global economic situgtibat they started to decline in line with

the trend on the core markets. At that time, market expectations for future NBP interest rates decreased along with thetmarke
9KK=KKE=FLK G> . GD9F<AK :yeh=Gerfan bdndskhatgthebe@mning f the Quarter Mas2BONIdSis p P
points increased to 302 basis points early in May, only to drop to 272 basis points at the end of June. At the same tigieddthe
curve flattened. The yield on ongear treasury bonds grew from 0.90% at the eoi2018 to 1.40% at the end of June 2019.

On the global equity markets, following the declines at the end of last year, the first half of 2019 saw a sudden recovery wh
halted only for a moment in May after the aggravation of the-GBina trade conflict.The change in the policy pursued by the
major central banks was conducive to rapid growth in equity prices. In the first half of 2019 the American S&P500 stock index
shot up 17.35% while the German DAX index climbed 17.42%.

Polish equities also moved umithe first half of the year. In that period, the WIG index rose 4.3%, much slower than the
corresponding indices on the core markets. The WIG20 index climbed just 2.2%, while the prices of smaller cap companies grew
relatively faster. The mWIG40 rose byi% while the sWIG80 surged upward 11.8%. Looking at the sector structure, the WIG
Telecommunications index noted a particularly strong performance, while the WIG Energy index fell sharply.

7.21.1.2. Interest rate risk and inflation

Over the entire first half of 2@®, inflation (measured by CPI) was on average only slightly higher than in H2 2018 (1.8% yly vs.
1.7% yly). However the increase in prices of consumer goods and services visibly picked up the pace during the firsthelf of
year. In Q2 of this year, CRlached on average 2.4% yly, compared to 1.2% yly in Q1. CPI growth in H1 was promoted not only
by the clearincrease in prices of food and fuesnet core inflation rose as we(lCPI net of food and energy prices) to 1.8% yly

in Q2 of this year, comparetb 1.1% y/y one quarter earlier. The main factor contributing to CPI growth was an increase in prices
of services (3.9% yly in June). Commodity prices, which competed with imports, rose more slowly (2.2% y/y in June).

The NBP interest rates remained stabin H1 2019. The reference interest rate has remained at 1.5% since March 2015. According
to the Monetary Policy Board, the current level of interest rates supports the maintenance of the Polish economy on a
sustainable growth path and enables it to maiain the macroeconomic equilibrium.
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7.21.1.3. FX rates

The EUR to USD exchange rate reached 1.1388 at the end of H1 2019, which was only 0.4% less than at the end of last year.
However starting from the end of April until the beginning of June, the common Europeameniey clearly weakened vs. the US

dollar, with the exchange rate mostly staying below 1.12. In the first half of the year, the PLN appreciated slightly therduo

main global currencies. The EUR to PLN exchange rate fell by 1.1% from 4.30 at thé 20iti8ato 4.25 at the end of June 2019,

while the USD to PLN exchange rate decreased by 0.7% from 3.76 to 3.73. The CHF to PLN exchange rate was 3.83 at the end of
June 2019, compared to 3.82 at the end of 2018.

7.21.2. Changes in classification of financial asses resulting from the change of purpose or use of such
assets

In the 6émonth period ended 30 June 2019, no changes were made to the classification of financial assets resulting from a
change in the purpose or use of such assets.

7.22 Fair value

7.22.1. Description of valuation techniques

7.22.1.1. Debt securities and loans

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

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

The fair value of loanand debt securitiesfor 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 the credit spread. It is
calculated as at the newest issue date based on the issue price and leads to parallel shifting of the yield curve for gewernm
bonds by a fixed amount along its whole length or as the difference between the yield of quaébd securitiesof 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 isspecific risk in the
discount curve.

7.22.1.2. Equity-based financial assets

Fair values of equittbased financial assets are determined on the basis of quotations publiclgilable on an active market.

7.22.1.3. Participation units and investment certificates of mutual funds

Fair values of participation units and investment certificates of mutual funds are measured using the value of the pariaripat
units and investment certificatepublished by the mutual fund companies. In the event that participation units and investment
certificates are quoted on an active market, their fair value is determined on the basis of quotations publicly availabée on
active market.
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7.22.1.4. Derivatives

For deivatives quoted on an active market, the fair value is considered to be the closing price as at the balance sheet date.

The fair value of derivatives not quoted on an active market, including forward contracts and interest rate swaps (IRSs) is
measured usig the discounted future cash flow method. The rates from OIS curves (overnight indexed 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 of sumiisppti
taking into account a verification of these valuations performed by the PZU Group, based on its own valuation models.

7.22.1.5. Loan receivables from clients

In order to determine a change in the fair value of receivables from clients (excluding current account overdraft), thensargi
earned on newly granted loans (in the month preceding the date as at which the consolidated financiérsents are
prepared) are compared with the margins in the whole loan portfolio. If the margins earned on newly granted loans are higher
than the margins in the existing portfolio the fair value of the loan portfolio is lower than its carrying amount.

Loanreceivables from clients are classified in full to level 3 of the fair value hierarchy due to the use of a valuation mtudel wi
significant nonobservable input data, i.e. current margins generated on newly granted loans.

7.22.1.6. Properties measured at fair value

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

The comparative method is used for measuring free land for development and certain smaller and less vahluzldengs (such

as residential units, garages, etc.). The comparative method assumes the determination of the fair value by reference to
observable market prices, taking into account weighting coefficients. Weighting coefficients include, for instander$aguch as

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

The income method assumes estimation of the fair value of the real property based on the discounted value of cash flows. The
calculation takes into account such variabt as the capitalization rate, the level of rents, the level of operating expenses, the
provision for vacancy, losses resulting from exemptions in the payment of rent, rent arrears, etc. The values of the \sariable
described above vary depending on the nae and the intended use of the measured real property (office space, retail space,
logistics and warehousing space), its modernity and location (access roads, distance from an urban center, accessibility,
exposure, etc.) as well as parameters specifictt@ relevant local market (such as capitalization rates, the level of rents,
operating expenses, etc.).

The residual method is used to measure the market value if the real property is to be subjected to construction works.iThe fa
value of such a real pperty is calculated as the difference in the value of the property after the construction works and the
average value of the cost of these works, taking into account any gains earned in the market on similar properties.

Property measured at fair value appraised by licensed appraisers. The acceptance of each such measurement is additionally

HJ=; =<=< Q9 J=NA=0O i GF<M; L=< 0 Q . 83 %J GMH : GEH9FA=KA

inconsistencies. Any emerging doubts are clarified am @ngoing 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 leld by PZU Group companidésthe most valuable items are measured in the event of ascertainment
of a possible significant change in the value (usually on an annual basis). Regardless of the value, each investment property
is measured not less frequently &n once every 5 years;
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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.

7.22.1.7. Financial liabilities

Liabilities under deposits

Due to the fact that deposits araccepted under current operations on a daily basis, hence their terms are similar to the current
market terms for identical transactions, and the time to maturity for such loans is short, it is deemed that for liabitbiesients
with maturities up tol year the fair value does not significantly deviate from the carrying amount.

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 liagditis calculated as the present
value of expected payments based on the current interest rate curves and the current credit spread.

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

Liabilities under investment contracts for the DA=FLAK 9; ; GMFL O9F< JAKC 9J= E=9KMJ=«<
liabilities of the unitlinked fund associated with the relevant investment contract.

Liabilities to members of consolidated mutual funds

Liabilities to members in the consoliaed 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=LKOGK

Liabilities on borrowed securities
Liabilities on securities borrowed to make a short sale are measured aff#tirevalue of borrowed securities.
7.22.2. 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 to the following levels:

1 Level I3 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 on exchanges;
- derivativesquoted on exchanges;

1 Level lI8assets and liabilities whose measurement is based on input data other than quoted prices included within level I,
which can be observed on the market, either directly (as prices) or indirectly (derived from prices). Tkisiteludes:

- quoted debt securities carried on the basis of the valuations published by an authorized information service;
- derivativesd among others FX Swap, FX Forward, IRS, CIRS, FRA;

- participation units in mutual fund;
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investment properties or propelies 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 units, garages, etc.);

liabilities to members of consolidated mutual funds;
investmeF L : GFLJ9; LK >GJ L@= ; DA=FLAK 9;; GMFL 9F< JAKCgyg

1 Level IlI8 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 nofinancial entities), measured using models based on discounted cash
flows;

investment properties or properties held for sale measured using the income method or theluadimethod;
loan receivables from clients and 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.

In a situationin which the measurement of an asset or liability is based on input data classified in different levels of the fair value
hierarchy, the measured asset is assigned to the lowest level 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 dtent
unobservable input data.

Measured assets Description

Unobservable Impact on

data 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.

Fair values are estimated using valuation techniques, with an assump
that when the loan is granted, the fair value is equal to the carrying amo
The fair value of loans without recognized impairment is equal to the sun
future expected cash flowsdiscounted at the balance sheet date le
expected credit loss. The cash flow discounting rate is the appropriate-|
Liquidity margin | free market rate plus the liquidity margin and current sales margin for
and current DGO9FAK HJG<M; L ?2JGMHyK 2@= E@Jhfddy
margin from the maturity. For the purpose of estimating the fair value of foreign curre
sale of the product] loans, the liquidity margin for PLN loans is used, adjusted by quotation
group fx swap and basiswap transactions. The fair value of loans with recogniz
impairment is equal to the sum of future expected salvage discounted us|
the effective interest rate, since the average expected recoveries fully re
the credit risk component. For loans that do not have a repayment scheg
(current account loans, overdrafts and cdé cards), the fair value i
assumed to be equal to the carrying amount.

Negative
correlation.

Fair values are estimated using valuation techniques, with an assump
that when the deposit is acceptedhe fair value is equal to the carryin
amount. The fair value of term deposits is equal to the sum of fuf
expected cash flows discounted at the balance sheet date. The cash
Sales margin discounting rate is the appropriate riskree market rate plus the curren
sales margin. The margin is determined on the basis of deposits accepts
the last quarter, by product group and by maturity. For shadrm deposits|
(current deposits, overnight deposits and savings accounts), the carry
amount is taken as fair value

Embedded instruments are plain vanilla options and exotaptions for
individual shares, indices, commodities and other market multipld
including interest rate indices and exchange rates and their baskets|
separated options are offset on an ongoing basis on the interbank mar|
Model parameters | Currency options are measuck based on the Garma#ohlhagen option|
pricing model (and in the case of barrier and Asian options based on thg
called extended GarmaiiKohlhagen model).Exotic options embedded i
deposit agreements and their offsets are measured using the MeGtglo
technique, assuming a geometric Brownian motion model for risk factors|

Negative
correlation.
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Measured assets

Unobservable
data

Description

Impact on
measurement

Nor+liquid bonds and
loans

Investment property and
property designated for
sale

Investment property and
property designated for
sale

Investment property and
property designated for
sale

Derivatives

Own issues and
subordinated loans
Equity instruments not
quoted on an active
market

Credit spreads

Capitalization rate

Construction costs

Monthly rental rate|
per 1 nt of

relevant space or
per parking space

Model parameters

Issue spread abov
the market curve

Spreads are observed on all bonds (their series) or loans of the same i
or a similar issuer. These spreads are observed on the daféssue of ne
bond series, dates of conclusion of new loan agreements and date
market transactions on the receivables following from such bonds 4
loans.

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

Construction costs are determined basezh market construction costs les|
costs incurred as at the date of measurement.

Rental rates are observed formsilar properties of similar quality, in similg|
locations and with a similar size of leased space.

Currency options are measured based on the Garméohlhagen option
pricing model (and in the case of barrier and Asian options based on thd
called extended Garmai#ohlhagen model).

Exotic options embedded in deposit agreements and their offsets
measured using the Mont€arlo technique, assuming a geomet
Brownian motion model for risk factors.

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

Quotations of financial services

Negative
correlation.

Negative
correlation.

Positive
correlation.

Positive
correlation.

Negative
correlation.

7.22.3. Assets and liabilities measured at fair value
. . 30 June 2019 31 December 2018
Assets and liabilities measured at fair value
Level |l | Levelll | Levellll Total Levell | Levelll | Levellll | Total
Assets
lﬂ‘r’oej;?i?;g:‘?gr:z:s;ﬁfwr;’ff;fs atfairvalve | 51 1od 11011 7,069 50179 2220 9320 7209 38,737
Equity instruments 394 1 234 629 309 1 212 522
Debtsecurities 30,801 11,910 6,835 49,54 21,891 9,328 6,996] 38,215
lﬂ‘r’:jg:‘;?;;'{'g:'zz'sassets measured atfairvalue | ¢ ool 4930l 200] 11250 12754  a6sd]  252| 17.604
Equity instruments 787 - 174 961 1,105 - 115 1,220
Participation units and investment certificates 105 4,377 16 4,498 102 4,182 14 4,298
Debt securities 5,200 553 39 5,792 11,551 502 123] 12,176
Loan receivables from clients - - 1,817 1,817 - - 1,814 1,814
Comprenensiencome - I s s T N s s
Measured at fair value through profit or loss - - 274 274 - - 303 303
Financial derivatives 7 2,831 99 2,937 35 2,384 68 2,487
Investment property - 144 1,652 1,796 - 141 1,556 1,697
Liabilities
Derivatives 4 3,386 56 3,446 34 3,295 36 3,365
Liabilities to members of consolidated mutual funds - 43 - 43 - 266 - 266
‘(urllzit_ll\ilnT(eI;)L E=FL ; GFLJ9,; LK >(Q ) 264 ) 264 ) 266 _ 266
Liabilities on borrowed securities (short sale) 546 - - 546 120 - - 120
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Movement in assets and
liabilities classified as Level Ill
of the fair value hierarchy, in
the period ended 30 June 2019

Investment financial assets
measured at fair value through
other comprehensive income

Investment financial assets measured at fair
value through profit or loss

Equity Debt

Equity

Investment
certificates

Debt

Derivatives 8
assets

Derivatives 8
liabilities

Loan receivables from clients
measured at fair value

comprehensive

through other through profit

. or loss
income

Investment
property

Balance at the beginning of the
period
Application of IFRS 16
Purchase/opening of the
position
Reclassification from Level Il
Reclassification from own
properties
Profit or loss recognized in the
profit and loss account as:

- net investment income

- net result on realization of
financial instruments and
properties

- net movement in fair value
of assets and liabilities
measured at fair value

Profits or losses recognized in
other comprehensive income

Sale and settlements
Reclassification to Level Il
Foreign exchange differences

Balance at the end of the
period

212 6,996
- 268

= 5759

16

- (454)
- (645)"

234 6,835

115

60

()
174

YInformation on the restatements is presented in iteih22.4.2

14

16

123

325

(404)
®)

39

68

10
29

41
(@)

42

(22)

99

36

33

(21)

56

1,511 303

120 -

@)
@)

(©)
(©)

(89)

1,543 274

(26)

1,556
43

94

(42)

()

1,652
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Movement in assets and
liabilities classified as Level llI
of the fair value hierarchy in
the year ended 31 December
2018

Investment financial assets
measured at fair value through
other comprehensive income

Investment financial assets measured at fair
value through profit or loss

Equity Debt

Equity

Investment
certificates

Debt

Derivatives 8
assets

Derivatives 8
liabilities

Loan receivables from clients
measured at fair value

through other
comprehensive
income

through profit
or loss

Investment
property

Balance at the beginning of the
period 8 classification at the
time of applying IFRS 9
Purchase/opening of the
position
Reclassification from Level |
Reclassification from Level Il
Reclassification from own
properties
Profit or loss recognized in the
profit and loss account as:

- net investment income

- net result on realization of
financial instruments and
properties

- net movement in fair value
of assets and liabilities
measured at fair value

Profits or losses recognized in
other comprehensive income

Sale and settlements

Reclassification to assets held
for sale

Reclassification td_evel Il
Foreign exchange differences

Balance at the end of the
period

221 4,855
- 3,034]

> 1902

9)
- (1,056

(12)

- (64)

212 6,996

YInformation on the restatements is presented in iteih22.4.2

95

14

@

16

115

14

14

163

727

(756)

(14)

123

100

16

(30)

(©)

@7

(18)

68

52

10

9)

17

36

1,556

409

29

29

31

(514)

1,511

365

303

2,204

139

48

(11)
(831)

1,556
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7.22.4. Assets and liabilities not measured at fair value

Fair value of assets and liabilities for which it is 30 June 2019 31 December 2018

only disclosed Levell | Levelll | Levellll | Total Levell | Levelll | Levellll | Total

Assets

Entities measured by thequity methodd EMC - - 6 6 - - 14 14

IC_(c)JSatn receivables from clients measured at amortizd ) | 188734 188733 ) | 181,634 181.635

Investment financialassets measured at amortized

cost 28,661 3,209] 20,449 52,319 24,251 2,301] 21,541 48,093
Debt securities 28,661 1,229] 12,279 42,169 24,251 1,239 11,9004 37,390
Buy-sell-back transactions - 551 2,307 2,858 - 126 3,153 3,279
Term deposits with creditnstitutions - 1,429 1,247 2,676 - 936 1,830 2,766
Loans - - 4,616 4,616 - - 4,658 4,658

Liabilities

Liabilities to banks - 1,081 6,205} 7,286 - 781 5,280 6,061

Liabilities to clients under deposits - -l 211,554 211,554 - -] 207,664 207,668

Liabilities on the issue of own debt securitiés - 5,991 6,609] 12,600 - 5,295 6,8000 12,095

Subordinated liabilities? - 2,365 4,134 6,499 - 2,013 4,043 6,056

Liabilities on account of repurchase transactions - 299 - 299 - 540 - 540

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

7.22.4.1. Change in the fair value measurement methodology for financial instrumemisasured at fair value

In the émonth period ended 30 June 2019, there were no changes in the fair value measurement method for financial
instruments measured at fair value which would be of material significance for the condensed interim consolid@tedcial
statements.

7.22.4.2. Reclassification between fair value hierarchy levels

If the method of measurement of assets or liabilities changes because of e.g. losing (or obtaining) access to quotationgedbse
on an active market, such assets or liabilitieseareclassified between Levels | and Il.

Assets or liabilities are reclassified between Levels Il and Il (or accordingly between Levels IIl and Il) when:

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

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

Reclassifications between different levels of the fair valuierdarchy are effected on the date ending each quarter according to
the value as at that date.

In the émonth period ended 30 June 2019, the following reclassifications of assets between fair value levels were made:

1 reclassification from Level Il to Levélwas applied to municipal and corporate bonds measured using market information
about prices of comparable financial instruments, municipal and corporate bonds for which the estimated credit
parameters had no significant impact on their measurement awdpital market derivatives because the unobservable
factor (correlation) had no significant impact on their measurement,

{ \'
(s8)
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1 corporate and municipal bonds were reclassified from Level 1l to Level Il for which the impact exerted by the estimated
credit parameters on the measurement was material and capital market derivatives for which the estimated parameter
(correlation) exerted a significant impact on the measurement.

In 2018, the following transfers of assets between fair value levels were made:

1 treasury bords for which active market quotations were available were reclassified from Level Il to Level I;

1 reclassification from level Il to level Il was applied to municipal and corporate bonds measured using market information
about prices of comparable financiainstruments, corporate bonds for which the estimated credit parameters had no
significant impact on their measurement, treasury bonds denominated in Polish zloty for which the estimated spread to
benchmark bond had no significant impact on their measuremteand a derivative equity market transaction because the
unobservable factor (correlation) had no significant impact on their measurement;

1 corporate and municipal bonds for which the impact of the estimated parameter (correlation) exerted a significapaan
on their measurement were reclassified from Level Il to Level Il1.

7.23 Receivables
Receivablesd carrying amount 30 June 2019 31 December 2018

Receivables on direct insurance, including: 2,605 2,574
- receivables from policyholders 2,355 2,438
- receivables from insurance intermediaries 117 112
- other receivables 133 24
Reinsurance receivables 87 115
Other receivables 3,391 3,654
- receivables from disposal of securities and security deposits 1,324 1,632
-receivables on account ghayment card settlements 798 992
-trade receivables 338 340
-receivables from the state budget, other than corporate income tax receivables 232 237
- receivables by virtue of commissions concerning-tiélance sheet products 141 178
- prevention settlements 42 46
- receivables from direct claims handling on behalf of other insurance undertakings 27 27
-receivables for acting as an emergency adjuster 13 14
-receivables on account of Corporate Income Tax ) 6
-receivables from security and bideposits 36 34
- interbank and interbranch receivables 239 7
-receivables on account of a subsidy from the Bank Guarantee Fund 96 -
- other 100 141
Total receivables 6,083 6,343

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

As at 30 June 2019 and 31 December 2018, the fair value of receivables did not differ significantly from their carrying,amoun
primarily due to their shortterm nature and the policy of recognizing impairment losses.

The amount of allowances for expected credit losses as at 30 June 2019 was PLN 1,034 million (as at 31 December 2018: PLN 939
million).

{ \'
(59)
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7.24 Extent of exposure to credit risk

The subsequent tables present the exposure to credit risk for assets bearing credit risk in the various categories ohftitgh r

OA> L@=J= AK FG $AL; @ J9LAF? L@=F 9 1L9F<9J<b. GGJANHGGQJ + GG<(
transactions is presented as an exposure to the issuer of the securities taken as collateral.

The table does not include loan receivables from clients and receivables due under insurance contracts. This ensues from the

considerable distribution of hese asset portfolios meaning, among others, that a significant portion of the receivables comes
from entities and private individuals that do not have ratings.

Assets at
oo No the
Credit risk assetsat 30 June 2019 AAA AA A BBB BB B rating . DA= Total
risk

(I;D:rl:r);;(;c:r?]t(lismrneasured at amortized cost ) | 20521 245 3 ) 8.929 ) 38,708

- gross carrying amount - -l 29,539 245 3 - 9,007 - 38,794

- allowance for expected credit losses - - (8) - - - (78) - (86)
Debt securities measured dir value
through other comprehensive incomé 311 50] 36,675 3,924 365 - 8,221 - 49,546
carrying amount

- allowance for expected credit lossés - - (4) 5) 1) - (26) - (36)
e e e T T B I I I T
buysellbeck wansactonsscamymgamount | | 12 347 zof are o] e e e

- gross carrying amount - 124 3,477 260 173 - 1,438 64 5,536

- allowance forexpected credit losses - - - - - - (11) - (11)
Loanss carrying amount - - - 52 608 - 3,883 - 4,543

- gross carrying amount - - - 52 609 - 3,910 - 4,571

- allowance for expected credit losses - - - - (2) - (27) - (28)
Derivatives 1,207 83 745 318 2 - 544 38 2,937
0O=AFKMJ=JKA K@9J= AH - 131 609 - - - 168 - 908
Reinsurance receivables - 12 47 - - - 28 - 87
Total 1,519 411) 75,279 4,986 1,170 25| 23,351 1,305] 108,046

Y The allowance is recognized in the revaluation reserve and does not lower the carrying amount of assets.
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Assets at
oo No the
Credit risk assetsat 31 December 2018 AAA AA A BBB BB B . . _ ] Total
rating ; DA=
risk

Debt securities measured at fair valugrough ool 67| 23569 1304 362 | 11,343 | 38215
other comprehensive incom& carrying amountf

- allowance for expected credit lossés - - @) 3) (2) - (29) - (40)
Deb't SeCUI‘ItIEES mefasured at fair value through 49 7| 10,080 463 188 ) 178 1.211] 12,176
profit or lossd carrying amount
Debt lsecurltles measured at amortized cost ) 83| 27.529 1,652 ) ) 5,388 | 34652
carrying amount

- gross carrying amount - 83| 27,537 1,653 - - 5,455 -1 34,728

- allowance for expected credit losses - - (8) (2) - - (67) - (76)
Term deposits Wlt'h crfedlt |n§t|tut|ons and buy ) ) 951 4,151 62 ) 793 oo| 6,047
sell-back transactions3 carrying amount

- gross carrying amount - - 951 4,151 62 - 804 90] 6,058

- allowance for expected credit losses - - - - - - (11) - (11)
Loans3 carrying amount - - - - 612 - 3,923 -1 4,535

- gross carrying amount - - - - 613 - 3,982 -1 4,595

- allowance for expected credit losses - - - - (2) - (59) - (60)
Derivatives 821 405 222 295 - 2 714 28] 2,487
0=AFKMJ=JKA K@9J= AF - 149 634 - - - 135 - 918
Reinsurance receivables - 21 55 - - - 39 - 115
Total 1,840 1,336] 63,034 7,865 1,224 2] 22,515 1,329] 99,145
Y The allowance is recognized in the revaluation reserve and does not lower the carrying amount of assets.
The table below presents the credit risk ratios used by the PZU Group to measure credit risk.
1L9F<9J<b. GGJAK JOLAF?K | Ama | aa | A | BB ] BB | B | Norating
Ratio 30 June 2019 0.70% 0.73% 1.28%| 3.44% 12.22% 24.21% 20.62%
Ratio 31 December 2018 0.71% 0.76% 1.34% 3.58% 12.77% 24.95% 24.95%

The quantity of credit risk for assets for which the PZU Group incurs risk on 30 June 2019 was PLN 6,113 millidve¢rter
2018: PLN 6,924 million; while if the ratios on 30 June 2019 are applied this figure would be PLN 5,893 million).

7.25 Assets held for sale

Assets held for sale by classification before transfer 30 June 2019 31 December 2018
Groups held for sale 971 1,021
Assets 1,030 1,070
Investment property 955 973
Receivables 14 12
Deferred tax assets 8 5
Cash and cash equivalents 46 76
Other assets 7 4
Liabilities related directly to assets classified as held for sale 59 49
Deferred tax liability 27 27
Other liabilities 32 22
Other assets held for sale 109 77
Property, plant and equipment 73 34
Investment property 36 43
Assets and groups of assets held for sale 1,139 1,147
Liabilities related directly to assets classified as held for sale 59 49

Thea' FN=KLE=FL HJ GH=1J LQA DAF= AL=E 9Fc< L@= a%wJGMHK @=Dc<
sector mutual funds as held for sale, since the expected investment horizon has been reached.

>GJ
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7.26 Technical provisions
30 June 2019 31 December 2018
Technical provisions J=AFK J=AFK
gross net gross net
share share
Technical provisions in non-life insurance 23,971 (1,386) 22,585 23,508 (1,512) 21,996
Provision for unearned premiums 8,562 (478) 8,084 8,416 (594) 7,822
Provision for unexpired risk 8 - 8 10 - 10
Provisions for outstanding claims and benefits 9,408 (715) 8,693} 9,098 (724) 8,374
- for reported claims 3,388 (621) 2,767 3,280 (603) 2,677
- for claims not reported (IBNR) 4,039 (74) 3,965 3,939 (103) 3,836
- for claims handling expenses 1,981 (20) 1,961 1,879 (18) 1,861
Provision for the capitalized value of annuities 5,990 (193) 5,797 5,981 (194) 5,787
Provisions for bonuses and discounts for insureds 3 - 3 3 - 3
Technical provisions in life insurance 22,571 - 22,571 22,331 - 22,331
Provision for unearned premiums 99 - 99 99 - 99
Life insurance provision 16,294 - 16,294 16,204 - 16,204
Provisions for outstanding claims and benefits 585 - 585 592 - 592
- for reported claims 148 - 148 152 - 152
- for claims not reported (IBNR) 431 - 431 434 - 434
- for claims handling expenses 6 - 6 6 - 6
Provisions for bonuses and discounts for insureds 4 - 4 4 - 4
Other technical provisions 242 - 242 256 - 256
Unit-linked provision 5,347 - 5,347 5,176 - 5,176
Total technical provisions 46,542 (1,386) 45,156 45,839 (1,512) 44,327
7.27 Other provisions
Balance at Balance at
Movement in other provisions in the period the I N Other
- Increase Utilization Termination the end of
ended 30 June 2019 beginning of changes .
. the period
the period
Provisions for guarantees and sureties given 316 214 - (182) - 348
I?I’O.V.IS.IOI’I for disputed claims and potential 67 16 ©) 5) 3 75
liabilities
Provision for penalties imposed by the Office 85 ) ) ) ) 85
Competition and Consumer Protection
Provision for restructuring expenses 20 92 (30) 1) - 81
Other 31 11 (6) - - 36
Total other provisions 519 333 (42) (188) 3 625
Balanceat Balance
Asat Applica- the at the
Movement in other provisions in the year 31 pp L In- Utiliza - Other
tion of beginning . Reversal end of
ended 31 December 2018 Decem crease tion changes
IFRS 9 of the the
ber 2017 - A
period period
Provisions for guarantees and sureties given 260 159 419 441 (25) (477) (42) 316
E’I’O}/-IS.IOH for disputed claims and potential 82 ) 82 52 (12) (55) ) 67
liabilities
PI’OVISIO‘n. for penalties imposed by t_he Office 57 ) 57 ) ) ) o8 85
Competition and Consumer Protection
Provision for restructuring expenses 63 - 63 - (36) @) - 20
Other 35 - 35 10 (13) ) - 31
Total other provisions 497 159 656 503 (86) (540) (14) 519
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Provisions for guarantees and sureties given

This item includes provisions recognized by banks for the potential loss of economic benefits resulting frotyalzfiice sheet
exposures (e.g. granted guarantees or credit exposures).

Provision for penalties imposed by the Office of Competition and Consumer Protection

The amount of PLN 57 million pertains to the penalty imposed on PZU in the proceedings of the President of the Office of
Competition and Consumer Protection. Additionalformation on this matter is presented in sectioh6.2

The amount of 28 million pertains to a penalty returned by the Office of Competition and Consumer ProtectiBekao. 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 resources but recognized a provision.

Provision for restructuring expenses

The Pekao ManagemerBoard reported that on 4 April 2019, in accordance with the provisions of the Act of 13 March 2003 on
the Special Rules for Terminating Employment Relationships with Employees for Reasons Not Attributable to Employees
(consolidated text in the Journal of dws of 2018, item 1969), it adopted a resolution concerning the intention of conducting
group layoffs and commencing the consultation procedure on group layoffs.

In the period from 26 April 2019 to 31 October 2019, the Management Board of Pekao intertdsntmate employment
contracts with a maximum of 900 employees and modify employment conditions to a maximum of 620 employees.

The total costs related to the termination of employment contracts and to the modification of the employment conditions of
Pekaoemployees under group layoffs has been estimated at PLN 85 million and the restructuring provision in this amount has
been established for this purpose. The value of the provision as at 30 June 2019 was PLN 65 million.

7.28 Financial liabilities
Financial liabilities 30 June 2019 31 December 2018
Financial liabilities measured at fair value 4,299 4,017
Derivatives held for trading 2,757 2,450
Cash flow hedge derivatives 533 771
Fair value hedge derivatives 156 144
Liabilities on borrowed securities (shosale) 546 120
FN=KLE=FL ; GFLJ9; LK >GJ -ibk@ ; DA=FLAK 9; 264 266
Liabilities to members of consolidated mutual funds 43 266
Financial liabilities measured at amortized cost 238,564 232,299
Liabilities to banks 7,279 6,044
Current deposits 3,091 1,058
Oneday deposits 24 207
Term deposits 360 7
Loans received 3,212 4,386
Other liabilities 592 386
Liabilities to clients under deposits 210,816 207,635
Current deposits 139,009 137,559
Term deposits 70,869 69,350
Otherliabilities 938 726
Liabilities on the issue of own debt securities 12,535 12,009
Subordinated liabilities 6,423 6,061
Liabilities on account of repurchase transactions 300 540
Lease liabilities 1,211 10
Total financial liabilities 242,863 236,316

{ \'
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7.28.1. Subordinated liabilities
Carrying Carrying
. amount amount
(i':ar;;I/I?cl)lrJFS) rgr:t- Interest rate Issu'\j (trec.:teuzjt) tdate/ 30 June 31 December
Y aturity date 2019 2018
(in PLN m) (in PLN m)
*A9: ADALA=K ; DO9KKA>A=< 9K .83AK GOF >MF<K
Subordinatedbonds PZU 2250 PLN | WIBOR 6M + margin 30 June 201 2,277 2,279
29 July 202
*A9: ADALA=K ; DOKKA>A=< 9K .=C9GAK GOF >MF<K
) . 30 October 201
A series bonds 1,250, PLN WIBOR 6M + margin 29 October 202 1,257 1,257
. . 150ctober 2014
+
B series bonds 550] PLN WIBOR 6M + margin 16 October 202 554 548
. . 15 October 201
+
C series bonds 200] PLN WIBOR 6M + margin 14 October 203 201 196
) . 4 June 201
+ -
D series bonds 3501 PLN WIBOR 6M + margin 4 June 2031 351
*A9: ADALA=K ; D9KKA>A=< 9K DAGJ 9FCAK =1 MALQ
. 12 October 201
Subordinated loan 10| EUR | EURIBOR 3M + marg 12 October 201 43 43
. . 26 September 201
F series bonds 322] PLN WIBOR 6M + margin 26 September 202 225 225
) . 31 March 201
G series bonds 193] PLN WIBOR 6M + margin 31 March 202 196 196
) . 4 December 201
| andl1 series bonds 183] PLN WIBOR 6M + margin 6 December 202 147 148
; . 20 October 201
K and K1 series bonds 600] PLN WIBOR 6M + margin 20 October 202 605 605
. ) . 29 April 201
Meritum Bank series B bonds 67] PLN WIBOR 6M + margin 29 April 202 68 68
. . . 21 October 201
Meritum Bank series C bonds 80] PLN WIBOR 6M + margin 21 October 202 81 81
. . 4 February 201
EUROO01 series bonds 10] EUR LIBOR 6M + margin 4 February 202 44 44
. . 14 April 201
P1A series bonds 1501 PLN WIBOR 6M + margin 16 May 202 151 151
. . 21 April 201
P1B series bonds 70] PLN WIBOR 6M + margin 16 May 202 70 70
. . 27 December 20
P2A series bonds 1501 PLN WIBOR 6M + margin 29 December 202} 153 150
Subordinated liabilities 6,423 6,061

The lower carrying amount of subordinated liabilities compared to the nominal value ensues from the fact that consolidated
mutual funds subscribed for some of the bonds issued by Alior Bank.

7.28.2.

Liabilities on the issue of own debt securities

Liabilities on the issue of own debt securities

30 June 2019

31 December 2018

Bonds of PZU Finance AB (publ.)

Alior Bank series J bonds

Pekao bonds

Certificates of deposit

Covered bonds

Liabilities on the issue of own debt securities

3,663

268
2,685
4,545
1,374

12,535

3,676
268
1,978
4,542
1,545
12,009
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Par value Interest rate Issue dates Maturity date
. . 3 July 201.
0, g
Bonds of PZU Finance AB (publ.) EUR 85nillion 1.375% 16 October 201 3 July 201¢
Alior Bank series J bonds PLN 250 millio WIBOR 6M + mar 11 August 201 11 August 202(

Bonds classified as measured at amortized cost

The liabilities of PZU Finance AB (publ.) under the bonds have been repaid in accordance with the maturity date as at 3 July
2019.

7.29 Other liabilities

Other liabilities 30 June 2019 31 December 2018
Accrued expenses 1,472 1,578
Accrued expenses of agency commissions 355 361
Accrued sales commission expenses in group insurance 2 2
Accrued payroll expenses 185 192
Accrued reinsurance expenses 242 373
Accrued employee bonuses 414 345
Other 274 305
Deferred revenue 342 282
Other liabilities 10,615 5,547
Liabilities to PZU shareholders for dividends 2,421 3
Liabilities to minority shareholders in subsidiaries for dividends 1,385 =
Liabilities due under transactions on financiaistruments 1,035 909
Liabilities to banks for payment documents cleared in interbank clearing systems 1,838 934
Liabilities on direct insurance 888 835
Liabilities on account of payment card settlements 552 419
Regulatory settlements 198 165
Liabilities for contributions to the Bank Guarantee Fund 677 182
Reinsurance liabilities 248 269
Estimated nonrinsurance liabilities 86 157
Liabilities to employees 118 141
#KLAE9L=< J=>MF<K G> ; GEH=FK9L AGF with8rawinG H
from insurance purchased during the sale of credit products 90 9%
Trade liabilities 252 367
Current income tax liabilities 301 570
Liabilities to the state budget other than for income tax 112 111
Liabilities on account of donations 23 25
9FCKA DA9: ADALA=K >GJ AFKMJ9F; = G> : 9F( 21 20
Insurance Indemnity Fund 14 15
Liabilities for direct claims handling 29 30
Other 327 297
Other liabilities, total 12,429 7,407
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8. Financial assets securinggceivables, liabilities and contingent liabilities

Assets securing liabilities and contingent liabilities include primarily mortgagacked bonds and receivables (in the case of
mortgage bond issues) and cash deposits (in the case of coverage of theeBettit Guarantee Fund for the National Depository

for Securities). The table presents the carrying amount of the collateral, by type of secured liability.

I(i:;brirl?;lir;g amount of financial assets pledged as collateral for liabilities and contingent 30 June 2019 31 December 2018
Carrying amount of financial assets pledged as collateral for liabilities 9,591 8,254
Repurchase transactions 299 543
Coverage of the Guaranteed Funds Protection Fund for the Bank Guarantee Fund 1,031 1,043
Coverage ofiabilities to be paid to the guarantee fund at the Bank Guarantee Fund 110 95
Coverage of liabilities to be paid to the mandatory restructuring fund (BFG) 259 133
Lombard and technical credit 5,088 3,700
Other loans 722 569
Debt securities issued 1,346 1,462
Coverage of the Settlement Guarantee Fund for the National Depository for Securities 63 54
Derivative transactions 673 655
Carrying amount of financial assets pledged as collateral for contingent liabilities - -
Financial assets pledged ascollateral for liabilities and contingent liabilities, total 9,591 8,254

9. Contingent assets and liabilities
Contingent assets and liabilities 30 June 2019 31 December 2018
Contingent assets, including: 6 6
- guarantees and sureties received 6 6
Contingent liabilities 60,207 57,667
- for renewable limits in settlement accounts and credit cards 12,384 13,211
-for loans in tranches 30,004 28,523
- guarantees and sureties given 8,974 7,682
- disputed insurance claims 653 576
- other disputed claims 227 231
- other, including: 7,965 7,444
- guaranteeing securities issues 3,957 4,470
- factoring 2,596 1,275
-intra-day limit 359 755
- letters of credit and commitment letters 846 822
- other 207 122

PZU Finance ABpubl.), a PZU subsidiary, issuedy®gar 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 millm Payments under the loans matched the payments under bonds in terms of the payment date and
amount. PZU repaid loans to PZU Finance AB on 28 June 2019.

In 2018, in connection with concerns regarding taxation under the Swedish Conversion Act (2000t48)FX differences in the

situation where Euro is a reporting currency, PZU Finance AB (publ.) applied for an individual tax ruling to the Swedish Tax
"FL=JHJ=L9LAGF G9J< O1C9LL=JILLKFIEF<=F6K -F mmrwhiehahkF@ I Ppx
differences arising on repayment of the loan should be subject to taxation, while the FX differences arising on repayntieat of

bonds are not subject to taxation. On 3 April 2019, PZU Finance AB (publ.) appealed to the Supreme Courtiro$tPation
O0&q?KLY9 >qJNO9DLFAF?K<GEKLGD=Fo6gK 2@= G9J<AK AFL=JHJ=L9LAGFN
O0&q?KLY9 >qJNI9DLFAF?K<GEKLGD=F6 OGMD< E=9F L@9L 9 <A>>xFJ=FL 9
than to companies reporting in Swedish kronor, which would be inconsistent with the assumptions of the Act. The PZU Group
believes that such an approach would stand in contradiction with Article 63 of the Treaty on the Functioning of the European

-

N
&/
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Union (TFEU) concerning the necessity to ensure unrestricted movement of capital in the EU, or Articles 49 and 54 of TFEU
concerning the freedom of business activity.

Accordingly, the PZU Group recognized a contingent liability of PLN 78 million (equivaleéBEt 193 million).
10.  Equity management
-F rr -;LG: =] I"Pp5 .83 1MH=JNAKGJQ G9J< 9<GHL=< 9 J=KGDMLAGF

I'rRr'er Oa. GDA; QAd

In accordance with the Policy, 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@= H9J=FL ; GEI
security and retaining capital resourcesr 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 on the following principles:

1 L@= .83 %IGMHAK ; 9HAL 9 Bscaphal & GordHcteH at thelevél of PAW<ahtReparenttompany;

f KMKL9AF L9J?=L KGDN=F; Q J9LAGK 9L L@= D=N=DSolgrcyMPRRE >GJ L@

f E9AFL9AF L@= .83 %JGMHAK >AF9tRanA3D D=N=J9?2= J9LAG 9L 9 D=N

1  ensure funds for growth and acquisitions in tl@ming years;

1 PZzU 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 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 earnings (supplementary 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 will increase retained earnings (supplementary

capital) if in the gven 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 9;;,GJ<AF? LG L@= .83 +9F9?=E=FL -ass&sinenhdf theHfar@rf ¢commaiy<the bwnK C 9 F
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 of the conditions specified in the capital policy;

1 when determinF ? L @= <ANA<=F< L @= =?MD9LGJQ 9ML@GJALQAK J=; GEE=
consideration.

External capital requirements

According to the Insurance Activity Act, the calculation of the capital requirement is based on market, actyarsurance),
counterparty insolvency, catastrophic and operational risks. Assets, liabilities and as a consequence own funds covering the
capital requirement are measured at fair value. The capital requirement is calculated in accordance with the starfidianula at

the level of the entire PZU Group.

Pursuant to art. 412 section 1 of the Insurance Activity Act, the PZU Group is obligated to prepare and disclose an annual
solvency and financial condition report at the group level drafted in accordance wtie principles of Solvency Il. The 2018
report published on 27 May 2019 is available onlinehétps://www.pzu.pl/relacje-inwestorskie/informacjefinansowe Pursuant
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to art. 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 foregoing, some PZU Group companies are required to comply with their own capital requirememtséed
by the relevant legal regulations.

2@= .83 %IGMHAK KGDN=F; Q JI9LAG 9K 9L rfp "=;=E:=J [PpX HM:

report was 233%. The solvency ratio (standalone and consolidated alike) reported to KNRutited by an audit firm as at the
end of the first quarter of 2019 stayed above the level of 200%.

The maintained levels of solvency ratio comply with those assumed in the capital policy of the PZU Group.
11. Segment reporting

111 Reportable segments

11.1.1. Keyclassification criterion

Operating segments are components of an entity for which separate financial information is available and is subject to regula
assessment by CODM (in practice this is the PZU Management Board), related to allocating resourcessessing operating
results.

The main dividing line between segments in the PZU Group is based on the criteria of the nature of business, product groups,
client groups and the regulatory environment. The characteristics of individual segments is providékd table below.

Segment Zf;ggg:g‘f Segment description Aggregation criteria
Aggregation by similarity o
ﬁzﬁig:g: Broad scope of property insurance products,lTP_L and motor insgra g:gg:zts t‘;ﬁe\rs:iycslmtlLagycllzrl
(non-life IS 3 WSS OISR nEe Y 1 DS A=) ATl Atz offered, distribution channels
h offered to large economic entities by PZU, Link4, TUW PZUW. ' . .
insurance) and operation in the same
regulatory environment.
Mass insurancq Broad scope of property, accident, TPL and motor insurance prody
(non-life PAS offered to individual clients and entities in the small and mediy As above.
insurance) enterprise sector by PZU and Link4.
%J GMH AFKMJ9F; = 9<<J=KK=< :Q .
Group and other formal groups (e.g. trade unions), under which persons undg
individually legal relationship with the policyholder (e.g. employerade union) enrollj
continued PAS in the insurance and individually continued insurance in which t] No aggregation
insurance policyholder acquired the right to individual continuation during th
(life insurance) ?JGMH H@9K=1 .83 ] Q; A=AK G>>=]
investment (not investment contacts) and health insurance.
L "FKMJ9F; = G>>=J=< :Q .83 | Q; A=
Individual . . e o )
insurance PAS insurance contract appl.les to a specific insured and th|§ insured is sul No aggregation
(Ife insurance) to individual underwritiF ? ¥ .83 ] Q; A=AK G>>=
protection, investment (not investment contracts) and health insurance]
The segment includes:
1L.AFN=KLE=FLK G> L@= .83 %JGMHAK
G> AFN=KLE=FLK GN=J L=; @QFA; 9D
plus the surplus of income earned over the riflee rate on| The aggregation was effecte
Investments PAS investments reflecting the value of technical provisiona insurance] because of the similar surplus
products, i.e. surplus of investment income allocated at transfer priq based nature of the revenues
to insurance segments;
2.income from other free funds in the PZU Group (in particy
consolidated mutual funds).

DA
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Accounting I ) .
Segment standards Segment description Aggregation criteria
The aggregation was carried ot
due to similarity of products
Banking IFRS Broad range of banking products offered both to corporate and rejand services offered by the
activity clients by the Pekao Group and the Alior Bank Group. companies and the identica
regulatory environment of their
operations.
F’ensmn PAS 2nd pillar pension insurance No aggregation
insurance
The aggregation was carried ot
Non-life and life insurance products offered by Lietuvos Draudimas|due to similarity of products
. and its brarch in Estonia, AAS Balta and UAB PZU Lietuva GyJyand services offered by th
Baltic States IFRS : . .
Draudimas. companies and similarity of the
regulatory environment of their
operations.
The aggregation was carried ot
. Non-life and life insurance products offered by PZU Ukraine and Jdue to similarity of the
Ukraine IFRS . . . .
Ukraine Life Insurance. regulatory environment of their
operations.
.83 ] Q; A= HJ G< M; ferkignific@ insuran€e riskGvithi
the meaning of IFRS 4 and that do not meet the definition of an insurd
Investment . . .
PAS contract (i.e. some products with a guaranteed rate of return and sol No aggregation
contracts .
unit-linked products).
Other PAS / IFRS Other products and services not classified into any of the ab
segments.

11.1.2. Information relating to geographical areas

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

1 Poland;

Y Baltic states;

1  Ukraine.

11.2 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 and individuallycontinued insurance (life), individual insurance (life) is determined
on the basis of transfer prices using interest rates from the yield curves for treasuries. Foflinked insurance products,
guaranteed rate products and structured products the nets@t of investments covering the technical provisions corresponding
to them is carried directly.

11.3 1=?E=FLAK E=9KMJ= G> HJG>AL

2@= .83 WIGMHAK >MF<9E=FL9D E=9KMJ= G> 9 K=?E=FLAK HJG>AL

1 inthe case of corporate, mass, group, individually continued and individual insurance segméitsurance result, which is
the financial result before tax and other operating income and expenses (including financial costs), however including
investment ncome (corresponding to the value of technical provisions) determined using the-fisk 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 thenet result on investments as described in the previous sentence;

®

AK
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1 in the case of the investment segmerit the investment result of PZU Group companies minus the result allocated to
insurance segments;

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

1 in the case of banking activity and foreign insurance actidtyhe operating result according to local accounting standards
in the country of the compg QAK J=? AKL=J=< G>>A; =K GJ 9;;:; GJ<AF? LG '"$01/] (

11.4 Accounting policies applied according to PAS

11.4.1. PZU

1 9F< L@= <A>>=J=F; =K :=LO== .1 9F< '$01 AF J=Kimthe L G>
.83AK KLO9F<9DGF= >AF9F; A9D KL9L=E=FLK >GJ T PpXy

.83AK I'PpX KL9F<9DGF= >AF9F; A9D K WwenkpzEpAFA KL @=J =& ' 9FNN\D=AKDL9G JD =0 =3¥F9 |

11.42. .83 | Q; A=

The accounting standards accordth L G . 1 9HHDA; 9: D= LG .83 ] Q; A= 9J= ; GFN=J?=]
5@9L AK MFAI M= LG .83 ] Q; A= AK L@= JMD=K G> 9;; GMFLAF? >GJ A

The fundamental difference between PAS and IFR&s8pect of accounting for insurance agreements and investment contracts

9L .83 ] Q; A= AK L@= ; D9KKA>A; 9LAGF G> ; GFLJ9; LKy 2@=J= AK F
agreements are classified as insurance contracts. Accogdin IFRS agreements are classified according to the guidelines set

forth under IFRS 4 on the classification of products as insurance contracts (subject to IFRS 4) or investment contracisrétheas
according to 1AS 9). In the case of the latter the writfmemium is not recognized.

11.5 Simplifications in the segmental note

The segmental note has applied certain simplifications permitted by IFRS 8. The justification for their usage is portraged be

1 withdrawing from presenting data related to the allocatioaf all assets and liabilities to various segmerigesulting from
not preparing and not presenting such tables to the PZU Management Board. The main information delivered to the PZU
Management Board consists of data regarding the results of given segmants managerial decisions are made on this
basis, including decisions on resource allocation. The analysis of the segmental allocation of assets and liabilitiegad limi
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 investrant results;

T FGL 9DDG; 9LAF? GL@=J J=N=FM=K 9F< ; GKLK LG L@= K=?E=FL ; 9C
costs of investmentsS KL=EEAF? >JGE L@= E=L@G< G> 9F9DQRAF? L@AK K=?E
allocation.
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11.6 Quantitative data
Corporate insurance (non-life insurance) 1 April 8 1 January - 1 April 8 1 January -
30 June 2019 30 June 2019 30 June 2018 30 June 2018
Gross written premiun® external 735 1,405 893 1,520
Gross written premiun® crosssegment 5 6 2 1
Gross written premiums 740 1,411 895 1,521
Movc_ar_nent in provis_ion fqr unearned premiums and gross 17 72 216) (166)
provision for unexpired risks
Gross earned premium 757 1,483 679 1,355
0=AFKMJ=JKA K@9J= AF ?JGKK (109) (158) (251) (290)
0=AFKMJ=JAK K@ J= AF L@= EC (32) (108) 153 94
premiums and the gross provision for unexpired risk
Net earned premiums 616 1,217 581 1,159
Investment income, including: 24 49 34 63
externaloperations 24 49 34 63
intersegment operations - - - -
Other net technical income 15 24 9 29
Income 655 1,290 624 1,251
Net insurance claims and benefits (392) (774) (392) (721)
Acquisition expenses (129) (254) (120) (233)
Administrative expenses (31) (61) (34) (64)
Reinsurance commissions and profit participation 9 19 8 17
Other (11) (34) 9) (33)
Insurance result 101 186 77 217
Mass insurance (nonlife insurance) 1 April 8 1 January - 1 April 8 1 January -
30 June 2019 30 June2019 30 June 2018 30 June 2018
Gross written premiund external 2,581 5,264 2,616 5,327
Gross written premiun® crosssegment 5 9 5 23
Gross written premiums 2,586 52718 2,621 5,350
Mov_ement in provisjon fqr unearned premiunand gross 38 (123) (44) (304)
provision for unexpired risks
Gross earned premium 2,624 5,150 2,577 5,046
0=AFKMJ=JKA K@9J= AF ?JGKK (12) (47) (23) (26)
0=AFKMJ=JAK K@9J= AF L@= E(
premiums and the grosgprovision for unexpired risk e &y ) €
Net earned premiums 2,585 5,089 2,539 4,984
Investment income, including: 118 238 149 283
external operations 118 238 149 283
intersegment operations - - - -
Other net technical income 24 72 25 60
Income 2,727 5,399 2,713 5,327
Net insurance claims and benefits (2,739) (3,287 (1,603) (3,135)
Acquisition expenses (491) (966) (454) (905)
Administrative expenses (153) (305) (158) (288)
Reinsurance commissions and profit participation - - 2 (2)
Other (88) (195) (67) (180)
Insurance result 256 646 433 818




. GOKR=; @FQ 89Cf9< 3: =RHA=; R=l 1HOfC9 C; QBF9 %J GMH
Condensednterim consolidated financial statements for the 6 months ended 30 June 2019
(in millions of PLN)
Group and individually continued insurance 1 April 3 1 January - 1 April 8 1 January -
(life insurance) 30 June 2019 30 June 2019 30 June 2018 30 June 2018
Grosswritten premium 8 external 1,738 3,471 1,722 3,444
Gross written premiun® crosssegment - - - -
Gross written premiums 1,738 3,471 1,722 3,444
Movement in the provision for unearned premiums 1 - - (2)
Gross earned premium 1,739 3,471 1,722 3,443
0=AFKMJ=JKA K@9J= AF ?2JGKK - - - -
0=AFKMJ=JAK K@9J= AF L @= EC( ) ) ) )
premiums and the gross provision for unexpired risk
Net earned premiums 1,739 3,471 1,722 3,443
Investment incomejncluding: 174 350 139 261
external operations 174 350 139 261
intersegment operations - - - -
Other net technical income 2 3 1 1
Income 1,915 3,824 1,862 3,705
Net iqsurancg glaims and benefits and movement in other n (1,230) (2,594 (1,196) (2,510)
technical provisions
Acquisition expenses 97) (187) (88) (172)
Administrative expenses (159) (310) (154) (297)
Other (22) (30) (10) (22)
Insurance result 407 703 414 704
Individual insurance (life insurance) 3olJuAr?:|29019 3%)332?%-19 30133‘1):'29018 3%) ﬂi'l‘éa%is
Gross written premiun® external 367 694 343 689
Gross written premiun® crosssegment - - - -
Gross written premiums 367 694 343 689
Movement in the provision for unearned premiums (1) 2 - 2
Gross earned premium 366 696 343 691
0=AFKMJ=JKA K@9J= AF ?JGKK - - - -
0=AFKMJ=JAK K@9J= AF L@= EC( ) ) ) )
premiums and the gross provision famexpired risk
Net earned premiums 366 696 343 691
Investment income, including: 124 316 68 83
external operations 124 316 68 83
intersegment operations - - - -
Income 490 1,012 411 774
Net inlsurance_c_laims and benefits andovement in other net (388) (794) (311) (571)
technical provisions
Acquisition expenses (33) (64) (32) (65)
Administrative expenses (16) (33) (29) (37)
Other 1) 2) 2) 3)
Insurance result 52 119 47 98
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- 1 April 8 1 January -
1 April 8 1 January -
Investments 30 June 2019 30 June 2019 30 June 2018 30 June 2018
(restated) (restated)
Investment income, including: 66 223 (208) (293)
- external operations (38) 102 (233) (340)
- intersegment operations 104 121 25 47
Operating result 66 223 (208) (293)
_— 1 April 8 1 January -
. - 1 April 8 1 January -
Banking activity 30 June 2019 30 June 2019 30 June 2018 30 June 2018
(restated) (restated)
Revenue from commissions and fees 990 1,922 962 1,889
Investment income, including: 2,136 4,436 2,252, 4,336
- external operations 2,136 4,436 2,252, 4,336
- intersegment operations - - - -
Income 3,126 6,358 3,214 6,225
Fee and commission expenses (216) (391) (181) (351)
Interest expenses (507) (997) (468) (927)
Administrativeexpenses (1,226) (2,439 (1,302) (2,540)
Other (347) (1,080 (272) (639)
Operating result 830 1,451 991 1,768
Pension insurance 1 April 8 1 January - 1 April 8 1 January -
30 June 2019 30 June 2019 30 June 2018 30 June 2018
Investmentincome, including: 2 & 1 &
external operations 2 3 1 3
intersegment operations - - - -
Other income 37 69 41 77
Income 39 72 42 80
Administrative expenses (10) (22) 9) a7)
Other 1) ) 1) ?3)
Operating result 28 48 32 60
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Insurance - Baltic States 3olJuAr$eZ”26019 3%) f]ir:;a?c/)_lg 301J§r$er:”23018 3%) JJirr:l;a%-ls
Gross written premiun® external 440 856 412 787
Gross written premiun® crosssegment - - - -
Gross written premiums 440 856 412 787
Movc_ar_nent in provis_ion fqr unearned premiums and gross 31) @7) (30) (54)
provision for unexpired risks
Gross earned premium 409 809 382 733
0=AFKMJ=JKA K@9J= AF ?JGKK (11) (39) 9) (29)
0=AFKMJ=JAK K @9 JprovishoR forlu@arnet
premiums and the gross provision for unexpired risk ) i ) 6
Net earned premiums 395 781 370 710
Investment income, including: 8 22 2 5
external operations 8 22 2 5
intersegment operations - - - -
Income 403 803 372 715
Net insurance claims and benefits paid (235) (482) (223) (434)
Acquisition expenses (84) (165) (78) (153)
Administrative expenses (32) (63) (31) (60)
Other 1 2 1 2
Insurance result 53 95 41 70
Insurance 5 Ukraine 1 April 8 1 January - 1 April 8 1 January -
30June 2019 30 June 2019 30 June 2018 30 June 2018
Gross written premiun® external 78 149 62 114
Gross written premiun® crosssegment - - - -
Gross written premiums 78 149 62 114
Fl;/lrg\\ﬁ-:‘sr:;inftgrup;;\(/;:c;r& frci)stlkr;earned premiums and gross @) (10) @) @
Gross earned premium 75 139 59 110
0=AFKMJ=JKA K@9J= AF ?JGKK (26) (46) (24) (42)
O:AFKMJ:JAK K@QJ: AF IT@: E ¢ 1 ) 5 1
premiums and thegross provision for unexpired risk
Net earned premiums 50 92 37 69
Investment income, including: 6 14 4 6
external operations 6 14 4 6
intersegment operations - - - -
Income 56 106 41 75
Net insurance claims and benefits paid (14) (33) (12) (25)
Acquisition expenses (26) (51) (21) (40)
Administrative expenses (@) (14) 6) (11)
Other 6 12 4 10
Insurance result 15 20 6 9
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Investment contracts 1 April 3 1 January - 1 April 8 1 January -
30 June 2019 30 June 2019 30 June2018 30 June 2018
Gross written premium 7 17 8 20
Movement in the provision for unearned premiums - - - -
Gross earned premium 7 17 8 20
0=AFKMJ=JKA K@9J= AF ?JGKK - - - -
0=AFKMJ=JAK K@9J = pAsiof@= E i i i i
unearned premiums
Net earned premiums 7 17 8 20
Investment income, including: 3 11 - )
external operations 3 11 - (@)
intersegment operations - - - -
Other income - - - -
Income 10 28 8 13
Eleitr:zi:l;rla:r(;(\e/izliilgs and benefits and movement in other ng ®) 24) ®) 0
Acquisition expenses - - - -
Administrative expenses (2) 2) (2) 3)
Operating result 1 2 2 3
1 April 8 1 January - 1 April 8 1 January -
Other segments 200une 2019 | 300une 2015 | 20June2018 | 20 une 2018
Investment income, including: 9 9 12 12
- external operations 9 9 12 12
- intersegment operations - - - -
Other income 275 539 247 492
Income 284 548 259 504
Costs (291) (567) (277) (539)
Other 14 17 7 13
Operating result 7 (2) (11) (22)
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Reconciliations Net earned | Investment Net nsurance Acquisition | Administrativ Operating
1 January 2019- 30 June 2019 premiums income ? clalms anq expenses e expenses result
benefits paid
Corporate insurance 1,217 49 (774) (254) (61) 186
Mass insurance 5,089 238 (3,287 (966) (305) 646
E;c:;:snir;d individually continued 3.471 350 (2,594 (187) (310) 703
Individual insurance 696 316 (794) (64) (33) 119
Investments = 223 = = = 223
Banking activity - 4,436 - - (2,439 1,451
Pension insurance - & - 2) (22) 48
Insurance- Baltic States 781 22 (482) (165) (63) 95
Insuranced Ukraine 92 14 (33) (51) (14) 20
Investment contracts 17 11 (24) - 2 2
Other segments - 9 - - - 2
Total segments 11,363 5,671 (7,988) (1,689) (3,249) 3,491
Presentation of investment contracts a7) (6) 23 - - -
Estimated salvage and subrogation - - (5) - - (5)
Valuation of equity instruments - 19 - - - 19
Valuation of properties - 4) - - Q) (6)
Elimination of the equalization provisior
and prevention fund ) ) ) ) ) ©)
Allowances to the Company Social
Benefit Fund and actuaFrJiaI >c/osts i i i i (10) (10)
Consolidation adjustments’ (12) (35) 41 73 (16) (383)
Consolidated data 11,334 5,645 (7,929) (1,616) (3,276) 3,103
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(in millions of PLN)

%J GMH

Ti;ﬂﬁg:‘;‘g%ﬁ;_ 30 June 2018 Net e_arned questmezr;t ngir:ss:l:dce Acquisition | Administrativ Operating
premiums income ) . expenses e expenses result
(restated data) benefits paid
Corporate insurance 1,159 63 (721) (233) (64) 217
Mass insurance 4,984 283 (3,135 (905) (288) 818
E;c;t:gnir;d individually continued 3,443 261 (2,510 a72) (297) 704
Individual insurance 691 83 (571) (65) 37) 98
Investments - (293) - - - (293)
Banking activity - 4,336 - - (2,540 1,768
Pension insurance - & - 3) a7) 60
Insurance- Baltic States 710 5 (434) (153) (60) 70
Insuranced Ukraine 69 6 (25) (40) (11) 9
Investment contracts 20 7) ) - 3 3
Other segments - 12 - - - (22)
Total segments 11,076 4,752 (7,403) (1,571) (3,317) 3,432
Presentation of investment contracts (20) 10 7 - - -
Estimated salvage and subrogation - - 4) - - 4)
Valuation of equity instruments - (15) - - - (15)
Valuation of properties - 4 - - - )
Elimination of the equalization provisior
and prevention fund ) ) ) ) )
Allowances to the Company Social
Benefit Fund and actua?ial )c/osts i i i i (10) (10)
Consolidation adjustments’ 2 70 55 52 (15) (334)
Consolidated data 11,054 4,813 (7,345) (1,519) (3,342) 3,055

Y Consolidation adjustments ensue chiefly from the various accounting standards in which the specific reporting segments poete@ (PASand IFRS) and

consolidated data (IFRS).
22 @= KME G>
AFN=KLE=FLKAJ
DA9: ADALA=K E=9KMJ=<

L @=

Geographic breakdown

>GDDGOAF?
4+GN=E=FL; Af<AIDDGORIK=: K KIPGCIAERHA] E=KL
N9DM=Ag

DAF

9L >9A1J

AL=EK AF

L @=

DGKK=K GF

; GFKGDA < 9 Lizaton d¢f fin@eidl Instr@rfents abdG K K

,

9,; ; C

>AF9F; A9D AFKLJ

1 January - 30 June 2019 1 January - 30 June 2018
(restated)
Baltic . Unalloca Consolid Baltic . Unalloca Consolid
Poland Ukraine ated Poland Ukraine ated
States ted States ted
value value
Gross written premiund 10,834 856 149 | 1189 10989 787 114 1 11881
external
Gross written premiunmd 6 ) ) ©) ) 20 ) . 20) )
crosssegment
Revenue from 1,993 - - | 1993 2,030 - - 1 20230
commissions and fees
Investment income" 5,609 22 14 - 5,645 4,802 5 6 - 4,813
2@ KME G> L@= >GDDGOAF? DAF= AL=EK AF L @= ; GF K @fulAcnIealization bf JirGdnciallinstrarfents dnd K K
AFN=KLE=FLKAJ]] #8+GN=E=FL AF 9DDGO9F; =K >GJ =PH=; L=< ; J=<dnentid@GKklu«of Bdetsand EH9 AJ
DA9: ADALA=K E=9KMJ=< 9L >9AJ NO9DM=Ag
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30June 2019 31 December 2018
Baltic . Unalloca Consolid Baltic . Unalloca Consolid
Poland Ukraine ated Poland Ukraine ated
States ted States ted
value value
Non-current assets, other| 249 4 | 7258 6,122 238 4 1 6364
than financial asset®
Deferredtax assets 2,333 - 8 - 2,336} 2,231 - 3 - 2,234
Assets 338,287 2,714 440 (1,362 340,079 326,874 2,704 409 (1,433) 328,554

Y Applies to intangible assets and property, plant and equipment.
11.7 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 written premium).

12.  Issues, redemptions and repayments of debt securities aredjuity
securities

In the 6month period ended 30 June 2019, neither PZU nor its subsidiaries materially issued, redeemed or repaid any debt
securities or equity securities, except for the matter described below.

On 4 June 2019, Pekao issued series D sulmatgd bonds. The most important parameters of the instruments issued are
presented below:

. Total
Nominal nominal Cur-
value per unit Interest rate Issue date Maturity date
(PLN) value rency
(in PLN m)

4 June 2031 with an early redemption option
WIBOR 6M + within 7 years from issue date or if KNF does no
Series O 500,000 350] PLN . 4 June 2019 consent to classify it as a Tier Il instrument, or if
1.70% margin ) e
there is a regulatory change to the classification
of the bond or a change in bond taxation

-F X (MDQ TIPRpX .=C9G J=; =AN=< ), $AK <=; AKAGF ; GFK=FremsF? LG

After the balance sheet date, on 3 July 2019, PZU Finance AB (publ.), a subsidiary company of PZU, repaid the entire
indebtedness on bonds with the par value of EUR 850 million.

13.  Default or breach of material provisions of loan agreements

During the émonth period ended 30 June 2019, in PZU and in its subsidiaries there were no instances of default on loans and
borrowings or breaches of any material provisions of agreements on loans and borrowings in respect of which no corrective
measures were taken until the end of the reporting period.

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

In the 6month period ended 30 June 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 amount of outstanding sureties or geasant
would be significant.

( 2\
(78)
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15. Dividends

Only the profit captured in the standalone financial statements of the parent company prepared in accordance with PAS is
subject to distribution.

-F I'f +9Q TI'Ppx/Jl .83AK -J<AF9JQ 1 @9 =ti@Gdaxendbd 3t Decdmbdf 2018<totakng J A : ML
PLN 2,712 million by earmarking:

1 PLN 2,418 million as a dividend payout to shareholders, i.e. PLN 2.80 per share;

1 PLN 287 million as supplementary capital;

1 PLN 7 million to the Company Social Benefit Fund;

Therecord date was set at 14 August 2019 and the dividend payout date was set for 5 September 2019.

Moreover, the PZU Ordinary Shareholder Meeting made a decision on a transfer to supplementary capital of retained earnings
resulting from the allocation of thegpurchase price for an organized part of Bank BPH SA by Alior Bank in the amount of PLN 20
million.

16.  Disputes

The PZU Group entities participate in a number of litigations, arbitration disputes and administrative proceedings. Typical
litigations involving the PZU Group companies include disputes pertaining to concluded insurance contracts, disputes
concerning labor relationships and disputes relating to contractual obligations. Typical administrative proceedings invothiag
PZU Group companies include preedings related to the possession of real properties. Such proceedings and litigation are of a
typical and repetitive nature and usually no particular case is of material importance to the PZU Group.

The majority of disputes involving the PZU Group comper K ; GF; =JF=< >GMJ ; GEH9FA=Kn .83/
<<ALAGFO9DDQN .83 9F< .83 | Q; A= 9J= H9JLA=K LG HJG; ==<AF?K
Consumer Protection.

Estimates of the provision amounts for inddual cases take into account all information available on the date of publishing this
periodic report; however, this figure may change in the future. The insurance companies takes disputed claims into account in
the process of establishing technical praions for known losses, considering the probability of an unfavorable outcome of the
dispute and estimating the probable awarded amount.

As at 30 June 2019, the total value of the subject matter of the litigation in all 238,417 cases pending before arhittation
bodies or public administration authorities in which PZU Group entities take part, was PLN 8,048 milRiiN 4,246 million of
that amount pertains to liabilities and PLN 3,802 million to the accounts receivable of PZU Group companies.

During the 6month period ended 30 June 2019 and by the date of conveying this periodic report, the PZU Group companies
were not involved in any proceedings conducted before a court, an arbitration body or a public administration authority which
concerned any hbilities or receivables of PZU or any of its direct or indirect subsidiaries the unit value of which would be
material, save for the issues described below.

16.1 Resolutions of the Ordinary Shareholder Meeting of PZU to distribute the profit earned in the
financial year 2006

-F rPR (MDQ TPPpJ] 9F 9; LAGF O9K :JGM?@L :Q +9F; @=KL=J 1=; MJA
9?9AFKL .83 LG J=H=9D O0=KGDMLAGF , Gy X3IPPRp 9<GHL=< :Q L@=
<AKLJA: ML= .83AK HJIG>AL >GJ L@= >AF9F; A9D Q=9J TRRPRH 9K ; GF
shareholder of PZU.

The challenged resolution of the Ordinary Shareholder Meeting of PZU distributed the 2006 net profit of PRN Bjion as

follows:

1 PLN 3,261 million was transferred to supplementary capital,

.79
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1 PLN 20 million was transferred to the Company Social Benefit Fund.

In its judgment of 22 January 2010, the Regional Court in Warsaw repealed the aforementioned resolu®il ad=< : Q . 8 3 A
Ordinary Shareholder Meeting in its entirety. PZU has used all the available appeal measures, including a cassation agipeal to
Supreme Court which, on 27 March 2013, dismissed the cassation appeal. The judgment is final alappeaable

. 83 :=DA=N=K L@9L J=H=9DAF? L@= 9>GJ=E=FLAGF=< J=KGDMLAGF C
K@9J=@GD<=JKA ; D9AE >GJ 9 <ANA<=F< HO9QGML :Q .83

As the judgment repealing Resolution No. 8/2007 became final, on 30204g, Ordiary Shareholder Meeting of PZU adopted a

resolution to distribute the profit for the financial year 2006 in a manner that reflects the distribution of profit in tyeealed

Resolution No. 8/2007. MSC filed an objection against the resolution of 30 Ma® and the objection was recorded in the

minutes.

On 20 August 2012, a copy of a statement of claim filed by MSC with the Regional Court in Warsaw was delivered to PZU. In the
statement of claim, the Manchester Securities Corporation demanded that the hetson on the distribution of profit for the

financial year 2006 adopted on 30 May 2012 by the PZU Ordinary Shareholder Meeting be repealed. According to the plaintiff, t
value of the litigation is PLN 5 million. PZU then submitted a statement of defaesgiesting to dismiss the statement of claim

in its entirety.

On 17 December 2013, the Regional Court passed a judgment in which it accepted the claim in its entirety and awardedshe cost
of proceedings from PZU to MSC. On 4 March 2014, PZU filed aakagainst the above judgment, contesting it in its entirety.
On 11 February 2015, the Appellate Court in Warsaw handed down a judgment that changed the judgment of the Regional Court

G> pp "=;=E:=J TRpr AF ALK =FLA¥YELQIAIK@KIEAKK=GMH}L ! AKH=s MDAK)
judgment is finaland no®@ HH=9D9: D= + 1! c @9DD=F?=< L @= HH=DD9L= ! GMJLAK
June 2015. PZU filed its reply to the cassation appeal. By decision of 1®Apfi Rp 5J/] L @= 1MHJ=E= | GMJL J-=:
i 9OKK9LAGF 9HH=9Dg ;s GIJ<AF? LG L@= HJGNAKAGFK G> -dpg@alable G<= G>

and ends the proceedings in the case.

In the meantime on 16 December 2014, MSummoned PZU to pay PLN 265 million as compensation in connection with
J=H=9DAF? 0=KGDMLAGF , Gy X3TPRp 9<GHL=< :Q L@= .83 -J<«AF9JQ
the financial year 2006. PZU refused to effect the parfance on account of its groundlessness.

On 23 September 2015, a copy of the statement of claim with attachments was delivered to PZU in the case launched by MSC
against PZU for payment of PLN 169 million with statutory interest from 2 January 2015 tddte of payment. The statement

of claim includes a demand to pay compensation for depriving MSC and J.P. Morgan (MSC acquired the claim from J.P. Morgan)
as minority shareholders of PZU of their share in profits for the financial year 2006 in connecttbrtive adoption of Resolution

No. 8/2007 on 30 June 2007 by the PZU Ordinary Shareholder Meeting. The case is pending before the Regional Court in Warsaw.

-F pX "=;=E:=J TPpfJ] .83AK 9LLGIJF=Q KM: EAL L ismisséd it K itsdehtirefi.= FL G>
Oonl HIAD TPpB/l +1! >AD=< 9 HD=9<AF? AF O@A; @ AL J=KHGF<=< L
9J?ME=FLK AF L@= ;9K=§ -F rP (MF= TFPpBJl .83 >uadsdorevilenck3rK HGFK =

its decision of 21 July 2016, the Court referred the case to a mediation procedure, to which PZU did not agree. In subsequent
court sessions, evidentiary hearings have taken place.

2@= +9F9?=E=FL G9J< G>msaB3roundlddsiAs result, as@O30 Jurel2014, Ko chabdesAwere made

LG L@= HIJ=K=FL9LAGF G> . 83AK =l MALQ L@9L ; GMD< HGL=FLA9DDQ
Ordinary Shareholder Meeting on the distribution of profitGJ L @= [ RRBH >AF9F; A9D Q=9J/1] AF; DM<
c: 9HAL9DA 9F< 40=L9AF=< =9JFAF?K ODGKK=K®&6 A/l 9F< L@= >MF<K AF

-L@=J <=E9F<K >GJ H9QE=FL H=JL9 Hh&2R06Fnancidl ydar@= <AKLJA: MLA

-F prf ,GN=E: =] TPpX L@= =?AGF9D ! GMJL AF 59JK90 K=JN=< 9 ; (
SA in restructuring, which pertained to a claim against PZU for payment of PLN 34 million with statutorgsttsom 1 October

2015 to the payment date with court expenses. The claim comprises a claim for payment of damages for depriving the
shareholders of their share of profits for the 2006 financial year. The plaintiff claims that the claims for damages$ramsterred

by the shareholders to the plaintiff based on mandate agreements together with a fiduciary transfer of receivables andathe cl
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pursued by the statement of claim is the total damage caused to the shareholders. PZU does not accept the claimjsstsied
and submitted its statement of defense, requesting the claim to be dismissed it in its entirety. PZU did not consent to tinedia
The date of the next session was set at 6 November 2019.

16.2 Proceedings conducted by the President of the Office of Competition and Consumer Protection
against PZU
-F PrP "=:;=ZE:=J TPRPppJl L@ .J=KA<=FL G> L@= -50>AM5KKMs=< !9GEH=;LA

impose a fine of PLN 57 million on PZU for its use of a practice restricting competition and violating the prohibition fresdén

Article 6 Section 1 Item 3 of the Act on Competition and Consumer Protection by the executioizUyfd Maximus Broker Sp. z

Gy Gy OAL@ ALK J=?AKL=J=< G>>A; = AF 2GJMI O0a+9PAEMK HGC=J A6
sales of group ADD insurance for children, youths and staff of educational institutions consisfingvioling the sales market by
=FLALQ 9F< LJ9FK>=JJAF? -PorBoBKeloivod3iptdMakimus Braké& fol tt@provjsivhBofserticesan
exchange for their recommending PZU as the insurer of choice and at the same time prohibitedr®zithe use of this alleged

practice.

The PZU Management Board does not agree with the determination of facts and the legal argumentation in the decision,
because not all the evidence was taken into account when making the decision and an erroneougjiegilcation was made.

On 18 January 2012 PZU submitted an appeal against the aforementioned decision (as a result of which it did not become final)
In its appeal, PZU indicated the following, among other issues:

1 no agreement (other than a brokeragegeeement) was entered into between PZU and Maximus Broker;

1 the President of the Office of Competition and Consumer Protection misunderstands the principles of execution of
insurance agreements involving a broker;

1 the majority of insurance agreements invdlvg Maximus Broker were entered into with insurance companies other than
PzU;

1 PZU and Maximus Broker cannot and could not in the past conduct competitive activity in the markets in which they
operate.

On 27 March 2015, the Regional Court in Warsaw issugdigment in which it repealed the decision of the UOKIiK President of

30 December 2011. By judgment of 6 December 2016, following an appeal of the UOKIK President, the Appellate Court in Warsaw
repealed the judgment issued by the Regional Court in Warsawl referred the case for rexamination. On 31 July 2017, the
Regional Court in Warsaw issued a judgment in which it repealed the decision of the UOKIK President of 30 December 2011. On 4
October 2017, the UOKIK President filed an appeal with the Appelfaburt in Warsaw. The Appellate Court in Warsaw, by its
judgment of 23 January 2019, dismissed the appeal put forward by the UOKIK President. The judgment is final. The UOKIiK
President has filed a cassation appeal with the Supreme Court against the jiicigiment, to which PZU has given its reply.

PZU had a provision for this penalty, which amounted to PLN 57 million as at 30 June 2019 and 31 December 2018 alike.

16.3 Proceedings conducted by the President of the Office of Competition and Consumer Protection
9?9 AFKL .83 | Q:; A=

On 1 June 2005, the President of the Office of Competition and Consumer Protection launched, at the request of several
applicants, an antimonopolQ HJ G; =<MJ= AF L@= E9LL=J G> 9 KMKHA; AGF G> .83
employee insurance market, which could constitute a breach of Article 8 of the Competition and Consumer Protection Act and
Article 82 of the Treaty estaishing the European Community. As a result of the procedure, on 25 October 2007 the President of

L@= ->>A; = G> I GEH=LALAGF 9F«< I GFKME=1J .JGL=; LAGF AEHGK=< 9
clients from taking advantageofth G>>=JK G> L @= : GEH9FQAK ; GEH=LALGJ Kg
2@= .83 ] Q; A= +9F9?=E=FL G9J< <A< FGL ; GF; MJ] OAL@ L@~ >AF<A

appeal with the Regional Court in Warsaw, raising 38 formal and substantial objectigaénst the decision made by the UOKIK
.J=KA<=FLY 2@= +9F9?=E=FL G9J< G> .83 ] Q; A= AK G> L@®= GHAF/

81



. GOKR=; @QFQ 89Cf9< 3: =RHA=; R=1 1HOf C9 C; QBF9 %J GMH pZU
Condensednterim consolidated financial statements for the 6 months ended 30 June 2019
(in millions of PLN)

made an incorrect legal qualification, and, as a consequence, groundlessly assumed.tt&a3 | Q; A= @9K 9 <GEAFH9
on the market.

>L=J E9FQ Q=9JK G> HJIG; ==<AF?KJ, GF FrRP 1=HL=E:=J TPRpf/f] .83
. GKLK G> HJG; ==<AF?Kg -F pX +9J1; @ I Bgfefle Co@t3Dulin@thethearing Adld-orx 9  ; ¢

26 September 2017, the Supreme Court decided to refer the case for resolution to the Court of Justice of the EuropeamuUnion i
Luxembourg, which through its judgment on 3 April 2019 ruled on this question. The&unp Court set the hearing date for 16
October 2019.

1AF; = L@= >AF= @9K 9DJ=9<Q :==F H9A< :Q .83 | Q; A= AF TPRPpfN F
16.4 , GLA>A; 9LAGF G> .83AK ; D9AE LG L@= : 9FCIMHL; Q =KL
.83 AK 9 ;J=<ALGJ G> . % 1 O&4. wWAd6 9F< &Q<JG: M<GO9 . GDKCH9

5QKG?GLGOG F=9J .GRF9I /1 GF 9;; GMFL G> AFKMJ9F; = ?2M9J9FL==K O

In 2012, bankruptcy proceddgs were initiated against PBG and Hydrobudowa. On 21 September 2012, PZU joined the
proceedings by notifying its claims to the bankruptcy estate of the two companies.

PBG and Hydrobudowa belong to the same group in which PBG is the parent company. dhempanies provided sureties for
=9:; @ GL@=JAK DA9: ADALA=K} K 9 ; GFK=1 M=F; =J] 9DD ; D9AEK KM: EA
PLN 101 million were concurrently submitted against the bankruptcy estate of PBG.

On8Octobef' Rpf J] L @= 9FCJMHL; Q ' GMJL 9FFGMF; =< 9 <=; AKAGF AF O@A
on 20 July 2016 it issued a decision to close the bankruptcy proceedings. The decision is final. Following the executien of t
composition and eduction of claims to 20.93% of the reported receivables, PZU received 206,139 PBG bonds with a nominal
N9DM= G> .*, I'p EADDAGF 9F< TFfATFpNlfBR . % K@9J=K OAL@ 9 FGE
as at 30 June 2019 was PRNnillion (PLN 2 million as at 31 December 2018). The bonds, whose carrying amount was assessed to

be zero, were recognized in dlffalance sheet records only as at 30 June 2019 and 31 December 2018.

2@= >AJKL DAKL G> ; DIAEKLHI=KEFLERCIRNQHRQRJIGGMkKE@O9BK<2IM; GEEA
AF L@= 9EGMFL G> .*, pb EADDAGF 9F< L@= >GMJL@ KMHHD=E=FL9JC
million. Accordingly, the total value of claims pursued B3ZU on this account is PLN 32 million. In respect of claims for the

amount of over PLN 66 million, on 24 October 2018 PZU filed an objection to the judge commissioner against the refusal to
accept the submitted claim. The date of the hearing inthe mat@> =P9EAF9LAGF G> L@= .83AK G: B=;
2019. The final list of claims submitted against the bankruptcy estate of Hydrobudowa has not been determineBagtruptcy

proceedings against Hydrobudowa are pending and the determinatiorttoé final list of claims is merely an initial step in these
proceedings that precedes the drafting of the distribution plan (after the liquidation of the bankruptcy estate).

16.5 Class action against Alior Bank

On 5 March 2018, a natural person representingraup of 84 natural and legal persons filed a class action against Alior Bank to

J MD = DAGJ 9FCAK DA9: ADALQ >GJ 9 DGKK ; 9MK=< : Q L@xnd AEHJGH
improper performance of agreements to provideesrices of accepting and forwarding purchase or sale orders of investment

; =JLA>A; 9L=K G> EMLM9D >MF<K E9F9?=< HJ=NAGMKDQ :Q $AF; J=9
Akcyjna) Branch in Poland. The plaintiffs believe thatoAlBank failed to provide clients with information on the actual risk of
investing in investment products, by which it exposed the clients to a loss resulting from the loss of value of investment
certificates and loss of guaranteed profits. The PZU ManagatrBoard believes that the class action has no justified factual or

legal grounds and therefore it should not be resolved favorably to the clients. As at the date of preparing the condenssaahint
consolidated financial statements, the court with whicthé class action was filed has not issued a decision on the admissibility

of the class action. Additionally, the PZU Group posits that the risk of this action being resolved unfavorably to AliomBdnk

the risk of incurring material loss on this accourtt at a level below average; accordingly, as at 30 June 2019, the PZU Group has
not recognized any provisions in relation to this action. At the current stage, it is not possible to estimate the possiaieitl
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consequences for Alior Bank and the PZU @udf the court hands down a resolution other than the one assumed by the PZU

Group.

17.  Other information

17.1 Related party transactions

17.1.1. Related party transactions concluded by PZU or subsidiariesonnor9 J EAK D=F?L @ ; GF<ALA

In the 6month period ended 30 Jun®019, neither PZU nor its subsidiaries executed any single or multiple transactions with

their related parties that were of material significance individually or collectively and were executed on-®iGdhE AK D=F ? L
conditions.
17.1.2. Other related party transactio ns
1 January 830 June 1 January 831 December 1 January 830 June
2019 2018 2018
Balances and turnovers resulting and as at 30 June 2019 and as at 31 December 2018 and as at 30June 2018
from commercial transactions
between the PZU Group and Key Key Key
related parties management | Other related | management | Other related | management | Other related
staff of the parties ? staff of the parties ? staff of the parties ?
main entities main entities main entities
Gross written premium - 3 - 4 - 3
in non-life insurance - 3 - 4 - 3
in life insurance (including the
volumes from investment - - - - - -
contracts)
Other income - - - - - -
Costs - - - - - -
Receivables - - -
Liabilities - - - - - -
Contingent assets - - - - - -
Contingentliabilities - - - - - -
Y Members of the PZU Management Board and PZU Group Directors, data based on declarations.
2 Unconsolidated companies in liquidation and associates measured by the equity method.
17.2 Yy, $ ->>A; = AFKH=; LAGFK AF 83 9Fc< 83 ] Q; A=

In the period from 19 June 2018 to 17 August 2018, a KNF inspection was conducted in PZU pertaining to claims handling and
entering into shortterm insurance contracts. On 31 December 2018, the regulatory authority issued two key-gumit
recommendationsfor the claims and benefits handling area and one recommendation regarding the execution of sbam
insurance agreements with the deadline of 31 January 2019. The recommendations were fulfilled within the deadline. On 27
February 2019 KNF requested neoexplanations regarding the performance of the recommendations. On 21 March 2019 PZU
forwarded additional evidence and a detailed set of explanations pertaining to the performance of the recommendations.
Moreover, PZU undertook to convey to the regulatoaythority the findings of the inspections planned in 2019 concerning
claims handling and the execution of shetérm contracts.

On 9 April 2019 the regulatory authority requested the provision of more evidence concerning the performance of the
recommenddions, inter alia, the findings of the inspections scheduled for Q1 2019. On 16 April and 12 July 2019 PZU conveyed
more evidence concerning the performance of the recommendations to the regulatory authority.
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In the period from 7 to 25 January 2019 KNFeoM; L=< 9F AFKH=; LAGF AFLG .83 | Q; A=AK 9
from the act on counteracting money laundering and financing of terrorism. On 8 April 2019 KNF issued -hgusttion
recommendations with execution deadlines of 30 June 2019!'3% ; =E: =J T'Ppx 9F< rfp (9FM9JQ TIPRlP
informed the regulatory authority that it has carried out the recommendation, for which the implementation date has expired o

30 June 2019.

"F L@= H=JAG< >JGE X% (9FM9JQ LG X $=:JIJM9JQ I'Ppx ), $ toBF<M; L=
L@= J=1 MAJ=E=FLK ; GF; =JFAF? L@= JAKC E9F9?=E=FL KQKL=E AF L
received a written summary of the supervisory visit in which the regulatory authority identified an infringement of art. 21 of the
"FKMJO9F; = ;LANALQ Lk -F pb +9Q/7 px (MF= 9F< ¢ (MDG@el Ppx/
aclAGFK L9C=F LG =FKMJ= L@9L L@= AFKMJ9F; = MF<=JL9CAF?AK : MKA
provided recommendations to be implemented by 30 September and 30 November 2019 and 31 March 2020.

Also, by a letter of 28 Decerabh2018, KNF provided a pestF KH=; LAGF HJGLG; GD >GJ L@= AFKH=; L/
J=?29J<AF? L@= MK= G> AFKMJO9F; = 9?=FL K=JNA; =Kk -F pxci{ 9FM9JC
the KNF respondedon 28 MByPp x - F pl (MF= TPpx/l] .83 | Q; A= HJGNA<=< 9<<AL/
The Management Board of PZU believes that the results of the audit have not exerted any impact on the consolidated financial
statements.

17.3 ), $AK HJG; ==<AF?K LG AEHGK= 9 >AF= GF DAGJ 9FC

On 14 September 2018, the KNF launched proceedings against Alior Bank to impose a fine on Alior Bank pursuant to art. 167 sec

2 item 1 in conj. with art. 167 sec. 1 item 1 of the Financial Instruments Mgadict in connection with the irregularities found.

The proceedings are related to the audit conducted by KNF from November 2017 to May 2018, which concerned the correct
GH=J9LAGF G> DAGJ 9FC 9F< Ld®tributiod & @vestment teBificatds Dfundpfe@disly= AF L
E9F9?=< :Q $AF;J=9 2%°' 1 1 9F< ; MJJ=FLDQ : Q 029 A>0n6MKgudt 9FC
2019, KNF imposed a fine of PLN 10 million on Alior Bank.

17.4 Cases involving Alior Leasing spz o.0.

On 23 January 2019, Alior Leasing sp. z 0.0. received a written proposal from four former management board members regarding
the amicable termination of cooperation and their management services contracts; one of the elements of the proposals
involved payment by Alior Leasing sp. z 0.0. of some of the benefits from the management option plan. Considering the legal
opinions issued in this matter, the PZU Group believes that the likelihood that the dismissed management board members of
Alior Leasingsp. z 0.0. effectively pursue benefits under the management stock option plan is low. Accordingly, no relevant
provision was recognized in the condensed consolidated financial statements.

Alior Leasing sp. z 0.0. has identified the risk of possible clagainst the company filed by third parties, which may result from
actions of some employees and associates of Alior Leasing sp. z 0.0. As at the date or preparing the condensed interim
consolidated financial statements, no claims have been filed on thiscaant. The PZU Group believes that there are no
circumstances justifying recognition of a provision on this account.

The PZU Group will not disclose any further information regarding the possible third party claims mentioned above, to deoid t
weakening d its status and position in the potential proceedings.

17.5 Execution of a memorandum of agreement pertaining to the terms and conditions for the
LIJ9FK9; LAGF AFNGDNAF? 03! & 1HOfCH9 C; QBF9 AF J=KLJ

A memorandum of agreement was executed on 11 April201Q@ 9 F< : =L O=-= DAGJ 9FCJ/1] . GDKCA )
-JD=FA6 9F< .83 ;GF; =JFAF? L@= L=JEK 9F< ; GF<ALAGFK >GJ 9
accordance with this memorandum of agreement Alior Bank intends to taker a 100% equity stake in Ruch (in the manner
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agreed by and between Alior Bank and PKN Orlen after the arrangement is approved with legally binding force under the
accelerated arrangement proceedings) for the purpose of reselling it to PKN Orlen.

PKNODP=FAK 9; 1 MAKALAGF G> L@= K@9J=K AF OM;, @ OADD L9C= HD9; = 9
memorandum of agreement, i.e. among others:

1 asserting with legally binding force the performance of the arrangements executed hia tccelerated arrangement
proceedings concerning Ruch;

1 the parties to the memorandum of agreement obtain corporate consents and
1 the UOKIK President or the European Commission give their consent for PKN Orlen to acquire shares in Ruch.

On 29 May 2019, i8t Bank received information that the District Court for the Capital City of Warsaw in Warsaw, 10th Economic
Division on bankruptcy and restructuring, did not approve the compositions adopted by the meetings of creditors in the

accelerated composition preeedings for RUCH, for procedural reasons, in connection with formal shortcomings. Accordingly,

RUCH filed complaints against these decisions, which were transferred to the second instance court.

The Alior 9 FCAK +9F9?=E=FL G9J< MH@GD<K L@= GHAFAGF L@9L L@= J=K

17.6 Act on Special Rights of Injured Persons with an Exhausted Indemnity Determined on the basis of
Applicable Regulations for Damage Suffered before 1 Januay 2006

On 14 August 2019, the President signed the Act of 19 July 2019 on Special Rights of Injured Persons with an Exhausted
Indemnity Determined on the basis of Applicable Regulations for Damage Suffered before 1 January 2006. The Act defines the
specid rights granted to injured persons in the event of damage arising in the territory of the Republic of Poland in situations
where the indemnity has been exhausted. The injured person will be entitled to a claim for the payment of an annuity from the
Insurance Indemnity Fund, limited to the indemnity amount set as at the date of submission of the claim in a situation where the
insurance undertaking was not required to pay an annuity on the basis of a court ruling setting a different amount of indemni

than that specified in the insurance contract. The claim for the payment of an annuity will apply to periods following the date of

L @= i LAK =FLJQ AFLG >GJ; =1 2@-= cLAK =FLJQ AFLG >methods OADD
used to calculate technical provisions.
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