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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

INTRODUCTION

These interim consolidated finan c i a | statements of Powszechny Zakgad Ubezpi
( APZU dGhawe bbgen prepared in line with International Financial Reporting Standards as endorsed by the

Commi ssi on of European Communi ti eso, mduding the ®duirenseatp dbfe mb er 20
I nternational Accounting St and ad ahd tBedreqdirénrents of ithe Fikahca anci al
Mini sterd6s Regul ation of 19 February 2009 on current and
and conditions for acknowledgment of equivalence of information required by legal regulations of a non -member

state (Journal of Laws No. 33 of 2009, ltem259 i i Regul ati on on curren®. and periodic

Pursuant to Article 83 section 1 of the Regulation on current and periodic information, separate quarterly financial
information of the PZU Group's parent company, fPZWe. Powsz
fiCompanyg, fiparent companyd) forms part of these interim consolidated financial statemen ts.

According to Article 45 section 1a of the Accountancy Act of 29 September 1994 (Journal of Laws of 2013, Item
330, fAccountancy Acb), financial statements of issuers of securities admitted into trading on one of the
regulated markets of European Economic Area states may be prepared in accordance with IFRS.

As the PZU Shareholder Meeting has not made the decision referred to in art. 45 par. 1c of the Accountancy Act
in the matter of preparation of f i nantstadmensstara preperedrint s pur s u
accordance with the Pol i sd,defirediothenAcdomgncySActaandlia thedexecufivie P A S
regulations issued on its basis, inter alia:
. Finance Minister's Regulation of 28 December 2009 on the specialaccounting principles for insurance and
reinsurance companies (Journal of Laws of 2009, No. 226, Item 1825);
. Finance Ministerés Regulation of 12 December 2001 on t
methods, scope of disclosure and presentation of financial instruments (Journal of Laws of 2001 No. 149,
Item 1674, as later amended).
In matters not regulated by the Accountancy Act and secondary legislation issued on its basis, Polish Accounting
Standards and/or IFRS are applied accordingly.




Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q3 2013 according to IFRS
(in thousands of PLN)
FINANCIAL HIGHLIGHTS
1. Selected consolidated financial data of the PZU Group
000s PLN 000s PLN 000s PLN 000s EUR 000s EUR 000s EUR
Data from the consolidated statement of financial position 30 September 31 December 30 September 30 September 31 December 30 September
2013 2012 2012 2013 2012 2012
Assets 61,640,113 55,909,560 56,800,666 14,619,480 13,675,838 13,807,347
Share capital 86,352 86,352 86,352 20,481 21,122 20,991
Capital and reserves attributed t: 12,601,214 14,190,131 13,719,534 2,988,690 3,470,997 3,335,003
Non-controlling interest 80,753 79,138 81,081 19,153 19,358 19,710
Total equity 12,681,967 14,269,269 13,800,615 3,007,843 3,490,355 3,354,712
Basic and diluted weighted average number of common shares 86,352,300 86,352,300 86,352,300 86,352,300 86,352,300 86,352,300
Book value per common share (in PLN/EUR) 145.93 164.33 158.88 34.61 40.20 38.62
I L anery L ansery 0005 EUR L anery 1
Data from the consolidated profit and loss account 30 September 30 September 1January i 30 September
2013 2012 30 September 2013 2012
Gross written insurance premium 12,402,550 12,158,994 2,936,835 2,898,587
Net earned premium 12,240,240 11,949,361 2,898,402 2,848,613
Fee and commission income 229,288 175,049 54,294 41,730
Net result on investment activity 1,858,648 2,569,395 440,115 612,519
Net insurance claims (8,210,298) (8,428,025) (1,944,140) (2,009,160)
Gross profit (loss) 3,456,188 3,512,894 818,401 837,440
Net profit (loss) attributed to holders of 2,765,428 2,839,671 654,834 676,950
Profit (loss) attributed to holders of non -controlling interest 1,407 587 333 140
Basic and diluted weighted average number of common shares 86,352,300 86,352,300 86,352,300 86,352,300
Basic and diluted earnings per common share (in PLN/EUR) 32.02 32.88 7.58 7.84
4



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q3 2013 according to IFRS
(in thousands of PLN)
000s PLN 000s PLN 000s EUR 000s EUR
Data from the consolidated cash flow statement 1 January i 1 January i 1 January i 1 January 1
30 September 2013 30 September 2012 30 September 2013 30 September 2012
Net cash flow on operating activity 2,308,239 1,063,464 546,575 253,520
Net cash flow on investing activity (2,454,664) 220,047 (581,247) 52,457
Net cash flow on financing activity 471,956 (1,411,709) 111,756 (336,538)
Total net cash flow 325,531 (128,198) 77,083 (30,561)
2. Selected individual financial data of PZU (PAS)
000s PLN 000s PLN 000s PLN 000s EUR 000s EUR 000s EUR
Data from the balance sheet 30 September 31 December 30 September 30 September 31 December 30 September
2013 2012 2012 2013 2012 2012
Assets 30,847,613 29,913,216 30,201,636 7,316,276 7,316,965 7,341,542
Share capital 86,352 86,352 86,352 20,481 21,122 20,991
Total equity 11,805,466 13,452,581 12,681,670 2,799,959 3,290,588 3,082,714
Basic and diluted weighted average number of common shares 86,352,300 86,352,300 86,352,300 86,352,300 86,352,300 86,352,300
Book value per common share (in PLN/EUR) 136.71 155.79 146.86 32.42 38.11 35.70
000s PLN 000s PLN 000s EUR 000s EUR
Data from technical non  -life insurance account 1 January i 1 January i1 1 January i 1January i
and non -technical profit and loss account 30 September 30 September 30 September 30 September
2013 2012 2013 2012
Gross written insurance premium 6,236,566 6,374,225 1,476,774 1,519,554
Technical result of non-life insurance 1,147,027 630,117 271,608 150,214
Net result on investment activity (*) 4,361,999 2,117,588 1,032,890 504,813
Net profit (loss) 5,009,021 2,269,892 1,186,100 541,120
Basic and diluted weighted average number of common shares 86,352,300 86,352,300 86,352,300 86,352,300
Basic and diluted earnings per common share (in PLN/EUR) 58.01 26.29 13.74 6.27
* Including the item AShare of the net profit (loss) of subordinated entities measured by the equity method 6
5



Powszechny Zakgad

Ubezpiecze® Sp-gka

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Akcyjna Capital Group

(in thousands of PLN)

3. Selected individual f i nanci al data of Powszechny Zakgdad Ubezpiecze® na tycie
000s PLN 000s PLN 000s PLN 000s EUR 000s EUR 000s EUR
Data from the balance sheet 30 September 31 December 30 September 30 September 31 December 30 September
2013 2012 2012 2013 2012 2012
Assets 30,616,293 30,084,111 29,709,273 7,261,412 7,358,767 7,221,856
Total equity 4,084,541 6,748,062 6,445,208 968,750 1,650,619 1,566,729
000s PLN 000s PLN 000s EUR 000s EUR
Data from the technical life insurance account and the non -technical profit and loss 1January i 1January i 1January i 1 January i
account 30 September 30 September 30 September 30 September
2013 2012 2013 2012
Gross written insurance premium 6,806,624 7,203,313 1,611,760 1,717,201
Technical life insurance result 1,367,754 1,581,058 323,874 376,909
Net result on investment activity 1,140,611 1,595,403 270,089 380,329
Net profit (loss) 1,378,155 1,587,801 326,337 378,516

Sp-



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

4.

Summary of consolidated financial results

The net financial result of the PZU Group for the period of 9 months ended 30 September 2013 was PLN
2,766,835 thousand, declining by 2.6% from the net result in the corresponding period of the previous year.

ROE for the period from 1 January to 30 September 2013 was 27.4%, down 1.0 p.p. from the same period of the
previous year.

The following factors affected the business of the PZU Group in the period of 9 months ended 30 September
2013:

increase in gross written premium as a result of the continuing high growth rate of single-premium insurance
sold through the bancassurance channel, which was partially offset by the declining written premiums in the
corporate insurance segment (motor insurance and hospital accident insurance, as a result of legislative
changes);

improvement in profitability, including:

— in agricultural insurance (in the mass segment) as a result of the low level of claims caused by the
forces of nature (no frost, no negative wintering effects)

— infinancial insurance (in the corporate segment) due to the last year's breakdown in the construction
industry and the resulting changes in the risk acceptance and pricing process;

slower rate of conversion of long-term policies into yearly renewable term agreements in type P group
insurance;

lower investment income, both on equity instruments (good market conditions on the Warsaw Stock

Exchange, WSE, in the previous year) and on debt instruments (increased yield of bonds, which reached
historical lows at the end of 2012);

one-time income on the consolidation of mutual funds;

one-time income on the settlement with the reinsurer regarding the Green Card insurance (partial reversal of

the adjustment to estimates with the reinsurer, which reduced the 2011 result);

maintenance of the fixed cost discipline (reduction of payroll expense driven by restructuring activities in the
most recent years) and simultaneous project activities aimed at improving and automating service processes.

Capital



Pows zechny

Zakgad

Ubezpiecze®& Sp-

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

gka

Akcyjna

(in thousands of PLN)

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Interim Consolidated statement o f financial position
Assets Note 30 September 30 June 31 December 30 September
2013 2013 2012 2012
Intangible assets 233,408 200,705 183,238 157,439
Goodwill 8,569 8,651 8,474 8,494
Property, plant and equipment 974,487 969,986 992,317 973,924
Investment property 1,610,828 1,604,253 564,404 539,844
Entities measured by the equity method 37,548 604 - -
Financial assets
22;’:?5' instruments held to 11.1.1 23,890,485 22,912,568 21,117,559 21,297,397
E;Tg”c'a' instruments available for —, ; , 2,187,301 2,641,177 3,924,501 8,048,731
g::a:/g%ael 't?]fgl‘jg;]egsf?gfi‘sfd at 9113 16,782,703 17,728,887 15,628,401 12,688,553
Loans 11.1.4 11,039,933 11,044,425 9,752,615 7,131,337
Escf:r“ﬁ::f;n fg'gg;’:?agsce“’ab'es 11.3 2,956,652 3,555,561 1,835,793 4,316,156
Reinsurersd share | 114 468,098 501,214 749,334 678,799
Estimated salvage and subrogation 107,090 104,664 121,632 68,835
Deferred income tax assets 14,975 13,549 13,963 17,018
Current income tax receivables 5,310 87,321 80,646 -
Deferred acquisition costs 569,656 586,406 574,489 546,788
Prepayments 116 83,320 93,686 94,942 72,019
Other assets 88,146 85,236 83,704 104,421
Cash and cash equivalents 462,070 297,526 136,586 106,439
ﬁ;:re;fi:;'s""te‘j to continuing 61,520,579 62,436,419 55,862,598 56,756,194
Assets earmarked for sale 11.7 119,534 162,078 46,962 44,472
Total assets 61,640,113 62,598,497 55,909,560 56,800,666

Capital



Pows zechny

Zakgad

Ubezpiecze®& Sp-Jka

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Akcyjna

(in thousands of PLN)

Interim Consolidated statement of financial position (cont.)

Liabilities and equity Note 30 SggtleSmber 3%3;38 31 D;girznber 30 Sez%tf;nber
Equity
Issued share capital and other capital
attributable to pal
Share capital 86,352 86,352 86,352 86,352
Other capital 9,078,074 9,048,544 9,105,450 9,050,197
Reserve capital 8,817,063 8,816,731 8,780,212 8,780,046
Revaluation reserve 296,394 263,495 363,242 307,459
Exchange differences on conversion (35,383) (31,682) (38,004) (37,308)
Retained earnings 3,436,788 4,074,086 4,998,329 4,582,985
Profit (loss) carried forward 2,398,406 2,398,738 1,743,148 1,743,314
Net profit (loss) 2,765,428 1,675,348 3,255,181 2,839,671
(_:harggs to net profit during the (1,727,046) ) ) )
financial year
Non-controlling interest 80,753 79,724 79,138 81,081
Total equity 12,681,967 13,288,706 14,269,269 13,800,615
Liabilities
Technical provisions 11.8
gﬂfggg;‘;&‘?&?”ed premiums and 4,542,640 4,764,051 4,537,167 4,555,408
Life insurance provision 16,024,700 15,948,486 15,675,243 14,877,211
Unpaid claims reserve 6,157,487 6,150,934 5,878,445 5,965,550
er]‘;‘]‘;';'y";;?r:]gap'ta"zed value of 5,747,883 5,697,792 5,660,281 5,205,814
;f\ilrlfslgrnesd];or bonuses and rebates for 2256 3,238 4,227 3,749
Other technical provisions 492,360 503,182 531,617 531,127
Technical provisions for life insurance
if the policyholder bears the 3,710,753 3,450,439 3,113,798 2,838,139
investment risk
Investment contracts 11.9
;xgﬁt%‘;‘;'ameed and fixed terms and 1,298,483 1,298,985 1,297,224 1,632,668
-for the clientés 902,949 903,249 1,001,923 999,266
Provisions for employee benefits 61,646 61,212 60,649 253,090
Other provisions 11.10 233,454 245,050 267,456 268,629
Provision for deferred income tax 360,597 310,048 357,557 373,632
Current income tax liabilities 171,831 78,719 21,658 98,130
Derivatives 238,690 258,316 129,921 55,804
Other liabilities 11.11 8,533,505 9,152,161 2,420,155 4,849,674
Accruals and deferred income 11.12
Accrued expenses 464,113 469,386 672,550 463,662
Deferred income 14,799 14,543 10,420 28,498
tsgggﬁflsre'ated to continuing 48,958,146 49,309,791 41,640,291 43,000,051
Total liabilities 48,958,146 49,309,791 41,640,291 43,000,051
Total liabilities and equity 61,640,113 62,598,497 55,909,560 56,800,666

Capital



Pows zechny

Zakgad

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Ubezpiecze® Sp-gka Akcyjna

(in thousands of PLN)

2. Interim Consolidated Profit And Loss Account
. ) 1July 71 1 January i 1July 71 1January i
;chnostj)rllltdated profit and loss Note 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Gross written insurance premiums  11.13 3,907,299 12,402,550 3,912,720 12,158,994
Reinsurerso shar (32,949) (96,625) (22,110) (102,980)
insurance premium
Net written premium 3,874,350 12,305,925 3,890,610 12,056,014
Movement in net provision for 188,650 (65,685) 192,015 (106,653)
unearned premium
Net earned premiums 4,063,000 12,240,240 4,082,625 11,949,361
Fee and commission income 11.14 86,018 229,288 58,690 175,049
Net investment income 11.15 496,139 1,444,798 569,146 1,653,515
Net result on the realization of
investments and impairment 11.16 15,289 (166,478) 241,003 367,091
charges
Net change in the fair value of
assets and liabilities measured at 0 377,902 580,328 235,342 548,789
fair value
Other operating income 0 99,285 379,878 103,793 267,716
Claims and movement in 11.19
technical provisions 11.21 (2,766,535) (8,218,618) (2,927,396) (8,575,596)
Reinsurerso amar 15,642 8,320 14,006 147,571
movement in technical provisions
Net insurance claims (2,750,893) (8,210,298) (2,913,390) (8,428,025)
Claims and changes in
measurement of investment 11.20 (48,396) (60,091) (40,983) (127,944)
contracts
Acquisition expenses 11.21 (493,818) (1,466,478) (497,778) (1,496,655)
Administrative expenses 11.21 (324,493) (965,807) (312,641) (999,348)
Other operating expenses 11.22 (163,344) (502,998) (120,519) (368,705)
Operating profit (loss) 1,356,689 3,502,382 1,405,288 3,540,844
Financial costs 11.23 (10,234) (48,060) (15,145) (27,950)
Share of the net profit (loss) of
units measured by the equity 10 1,866 - -
method
Gross profit (loss) 1,346,465 3,456,188 1,390,143 3,512,894

10

Capital



Pows zechny

Zakgad

Ubezpiecze®& Sp-Jka

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Akcyjna

(in thousands of PLN)

Consolidated Interim Profit And Loss Account (cont.)

Consolidated profit and loss

Note
account

30 September

1 July i

2013

1January 1

30 September

2013

1 July
30 September
2012

1 January 1
30 September

2012

Income tax
- current part
- deferred part

Net profit (loss) on continuing
operations

(226,599)
(28,747)

1,091,119

(648,519)
(40,834)

2,766,835

(175,818)
(90,516)

1,123,809

(426,446)
(246,190)

2,840,258

Net profit (loss), including

1,091,119

2,766,835

1,123,809

2,840,258

- profit (loss) attributed to

hol ders of paren
- profit (loss) attributed to

holders of non-controlling interest

1,090,080

1,039

2,765,428

1,407

1,122,738

1,071

2,839,671

587

Net profit (loss) on continuing operations
Net profit (loss) on discontinued
operations

Basic and diluted weighted average
number of common shares

Basic and diluted earnings (losses) on
continuing operations per common share
(in PLN)

Basic and diluted earnings (losses) on
discontinued operations per common
share (in PLN)

Basic and diluted earnings (losses) per
common share (in PLN)

1,090,080

86,352,300

12.62

12.62

2,765,428

86,352,300

32.02

32.02

1,122,738

86,352,300

13.00

13.00

2,839,671

86,352,300

32.88

32.88

11

Capital



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

3. Interim consolidated Statement of Comprehensive Income
. 1duly 1 January i 1July 71 1January i
ggnmsorlgla;re]givs;?;iggg of Note 30 September 30 September 30 September 30 September
P 2013 2013 2012 2012
Net profit (loss) 1,091,119 2,766,835 1,123,809 2,840,258
Other net comprehensive income 11.24 29,188 (61,942) (63,778) 33,574
Subjegt to subsequent transfer 29,188 (61,942) (63,778) 33574
to profit or loss
z;r;:nual assets available for 31132 (74,912) (60,598) 38,628
Exchange differences on (3.711) 2631 (3,180) (5,054)
conversion
Reclassification of real
property from property, 1,767 10,339 ) )
plant and equipment to
investment property
Total net comprehensive 1,120,307 2,704,893 1,060,031 2,873,832
income
- comprehensive income
attributed to ho 1,119,278 2,703,476 1,058,965 2,873,254
equity
- comprehensive income
attributed to holders of non - 1,029 1,417 1,066 578

controlling interest

12
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q3 2013 according to IFRS
(in thousands of PLN)
4. Interim Statement of Changes in Consolidated Equity
Capital and reserves attributed to holder Non -
. . . controlling Total equity
Other capital Retained earnings stakes
Statement of Changes in Charges to
Consolidated Equity Exchange _ net‘ profit
. - Profit (loss) ) during the
Share Reserve Revaluation differences ; Net profit - .
- - carried financial Total
capital capital reserve on (loss)
. forward year
conversion .
(negative
figure)
Balance as at 1 January 2013 86,352 8,780,212 363,242 (38,004) 4,998,329 - - 14,190,131 79,138 14,269,269
_Change in meas_urement of financial ) (74,912) ) ) ) ) (74,912) ) (74,912)
instruments available for sale
Exchange differences on conversion - - 2,621 - - - 2,621 10 2,631
Reclassification of real property from
property, plant and equipment to - 10,339 - - - - 10,339 - 10,339
investment property
Total net increases (decreases)
recognized directly in capital - (64,573) 2,621 - - - (61,952) 10 (61,942)
(after income tax)
Net profit (loss) - - - - 2,765,428 - 2,765,428 1,407 2,766,835
Total increases (decreases) - (64,573) 2,621 - 2,765,428 - 2,703,476 1,417 2,704,893
Other changes, including: 36,851 (2,275) - (2,599,923) - (1,727,046) (4,292,393) 198 (4,292,195)
Distribution of financial result 34,236 - - (2,599,584) - (1,727,046) (4,292,394) - (4,292,394)
Other 2,615 (2,275) - (339) - - 1 198 199
Balance as at 30 September 2013 86,352 8,817,063 296,394 (35,383) 2,398,406 2,765,428  (1,727,046) 12,601,214 80,753 12,681,967

13



Pows zechny
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Zakgad

Ubezpiecze® Sp-gka Akcyjna

Capital

Group

(in thousands of PLN)

Interim Statement of Changes in Consolidated Equity (cont.)

Capital and reserves attributed to holder: Non -
] ) ) controlling Total equity
Other capital Retained earnings stakes
Statement of Changes in Consolidated Exch
Equit xchange )
auy Share Reserve Revaluation differences Profit (!OSS) Net profit
- - carried Total
capital capital reserve on forward (loss)
conversion
Balance as at 1 January 2012 86,352 7,711,818 268,831 (32,263) 4,748,424 - 12,783,162 86,343 12,869,505
Cha_mge in measurement of financial instruments ) 77.654 ) ) ) 77654 ) 77,654
available for sale
Exchange differences on conversion - - (5,741) - - (5,741) (10) (5,751)
Reclassmcatlc_)n of realp_roperty from property, ) 16,757 ) ) ) 16,757 ) 16,757
plant and equipment to investment property
Tptal ngt increases (degreases) recognized ) 94.411 (5,741) ) ) 88,670 (10) 88,660
directly in capital (after income tax)
Net profit (loss) - - - - 3,255,181 3,255,181 (1,355) 3,253,826
Total increases (decreases) - 94,411 (5,741) - 3,255,181 3,343,851 (1,365) 3,342,486
Other changes, including: 1,068,394 - - (3,005,276) - (1,936,882) (5,840) (1,942,722)
Distribution of financial result 1,068,113 - - (3,004,995) - (1,936,882) (5,860) (1,942,742)
Other 281 - - (281) - - 20 20
Balance as at 31 December 2012 86,352 8,780,212 363,242 (38,004) 1,743,148 3,255,181 14,190,131 79,138 14,269,269
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Pows zechny
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Zakgad

Ubezpiecze® Sp-gka

Akcyjna

Capital Group

(in thousands of PLN)

Interim Statement of Changes in Consolidated Equity (cont.)
Capital and reserves attributed to holder Non -
] ) ) controlling Total equity
Statement of Changes in Consolidated Other capital Retained earnings interest
Equity Exchange )
Share Reserve Revaluation differences Profit (!OSS) Net profit
- : carried Total
capital capital reserve on forward (loss)
conversion
Balance as at 1 January 2012 86,352 7,711,818 268,831 (32,263) 4,748,424 - 12,783,162 86,343 12,869,505
Cha_mge in measurement of financial instruments ) 38.628 ) ) ) 38.628 ) 38.628
available for sale
Exchange differences on conversion - - (5,045) - - (5,045) 9) (5,054)
T_otal net increases (de(_:reases) recognized ) 38,628 (5,045) ) ) 33,583 ©) 33574
directly in capital (after income tax)
Net profit (loss) - - - - 2,839,671 2,839,671 587 2,840,258
Total increases (decreases) - 38,628 (5,045) - 2,839,671 2,873,254 578 2,873,832
Other changes, including: 1,068,228 - - (3,005,110) - (1,936,882) (5,840)  (1,942,722)
Distribution of financial result 1,068,113 - - (3,004,995) - (1,936,882) (5,860) (1,942,742)
Other 115 - - (115) - - 20 20
Balance as at 30 September 2012 86,352 8,780,046 307,459 (37,308) 1,743,314 2,839,671 13,719,534 81,081 13,800,615
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Pows zechny
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Zakgad

Ubezpiecze®& Sp-

gka Akcyjna

(in thousands of PLN)

5. Interim Consolidated Cash Flow Statement
1January 1 1January 1 1 January 1
Consolidated cash flow statement 30 September 31 December 30 September
2013 2012 2012
Cash flow on operating activity
Proceeds 14,831,905 19,384,276 14,730,943
- proceeds on gross insurance premiums 12,019,087 16,324,691 12,149,430
- proceeds on investment contracts 974,191 1,859,439 1,660,532
}e%(;fﬁgg: g;ir:2|nsurance commissions and share in 67,785 13,967 11,601
- payments received from reinsurers for their share of
claims paid 208,846 133,668 116,254
- proceeds for acting as an emergency adjuster 191,671 230,235 178,622
- proceeds on the sale of units by mutual fund 484,339 - -
- other operating proceeds 885,986 822,276 614,414
Expenditures (12,523,666) (18,155,919) (13,667,479)
- insurance premiums paid for reinsurance (205,928) (196,190) (167,547)
;e?r(]);\]rraizzi:ns paid and profit-sharing on inward (1,245) (2,521) (1,726)
- gross claims paid (6,301,131) (8,901,396) (6,662,548)
- claims paid on investment contracts (1,118,170) (3,186,306) (2,611,782)
- acquisition expenditures (1,223,991) (1,524,373) (2,139,189)
- administrative expenditures (1,541,308) (2,137,169) (1,608,465)
- interest expenditures (204) (65) (53)
- income tax expenditures (479,401) (664,465) (155,498)
- expenditures for acting as an emergency adjuster (349,207) (439,757) (334,846)
- expenditures on redemption of units by mutual fund (270,088) - -
- other operating expenditures (1,032,993) (1,103,677) (985,825)
Net cash flow on operating activity 2,308,239 1,228,357 1,063,464
Cash flow on investing activity
Proceeds 480,416,730 360,665,055 261,065,662
- sale of investment property 4,795 - -
- proceeds from investment property 90,492 8,594 6,550
- sale of intangible asser and components of 5,610 13,917 6,025
property, plant and equipment
- sale of ownership interests and shares 5,749,921 3,379,218 2,926,197
- realization of debt securities 73,035,468 56,717,604 37,582,430
- closing of buy-sell-back transactions 273,347,240 149,885,455 104,148,420
- closing of term deposits with credit institutions 109,488,516 139,511,297 110,006,313
- realization of other investments 16,810,691 9,679,935 5,336,945
- interest received 1,353,094 1,336,736 938,288
- dividends received 51,152 131,507 114,011
- mcregse.ln cash due tq . 479,751 792 483
consolidation of new entities
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Pows zechny

Zakgad

Ubezpiecze®& Sp-
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

gka

Akcyjna

(in thousands of PLN)

Interim Consolidated Cash Flow Statement (cont.)
000s PLN
1 January i 1 January i 1 January i
Consolidated cash flow statement 30 September 31 December 30 September
2013 2012 2012
Expenditures (482,871,394) (360,243,667) (260,845,615)
- purchase of investment property (392,879) - -
- expenditures for the maintenance of investment (43,564) (14,605) (12,242)
property
- purchase of |ntang|b|§ assets and components of (172,226) (144,881) (106,237)
property, plant and equipment
- purchase of ownership interests and shares (8,233,446) (9,116,873) (3,036,999)
- reduction of cash due to deconsolidation of mutual (7,981) ) )
funds
- purchase of debt securities (74,485,063) (56,903,331) (39,316,963)

- purchase of debt securities under buy-sell-back

(273,289,226)

(151,113,561)

(104,522,127)

transactions
- purchase of term deposits with credit institutions (110,186,031) (139,194,248) (109,316,794)
- purchase of other investments (16,053,747) (3,747,925) 4,527,327
- other expenditures for investments (7,231) (8,243) (6,926)
Net cash flow on investing activity (2,454,664) 421,388 220,047
Cash flow on financing activity
Proceeds 68,947,201 81,451,416 36,895,082
- loans and borrowings and issues of debt 68,947,201 81,451,416 36,895,082

securities ¥
Expenditures

- dividends paid to equity holders

in the parent company

- dividends paid to holders of non-controlling

interest

- amortization of loans and borrowings and redemption

of

debt securities ¥

- interest on loans and borrowings and issued

(68,475,245)
(2,488,919)

(65,975,494)

(83,198,530)
(1,873,391)

(5,860)

(81,312,622)

(38,306,791)
(1,873,396)

(5,860)

(36,423,346)

debt securities (10,832) (6,657) (4,189)

Net cash flow on financing activity 471,956 (1,747,114) (1,411,709)

Total net cash flow 325,531 (97,369) (128,198)
Cash and cash equivalents at the beginning of the period 136,586 237,724 237,724
Movement in cash due to exchange differences 47) (3,769) (3,087)
Cash and cash equivalents at the end of the period, including: 462,070 136,586 106,439
- restricted cash 33,840 24,794 39,777

Y These items include almost exclusively the cash flows resulting from short-term sell-buy-back transactions.
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

SUPPLEMENTARY INFORMATION TO THE INTERIM CONSOLIDATED FINANCIAL
STATEMENTS

1. Information on PZU and the PZU Group
1.1. PzZU

The parent company in the PZU Group is PZUi a joint stock company with a registered seat in Warsaw at Al.

Jana Pawga || 24, PZU was est PmlEsswodvybyakiadt Ubezhoermated
Treasury-owned joint stock company, pursuant to Article 97 of the Insurance Activity Act of 28 July 1990 7

uniform text in Journal of Laws No. 11 of 1996, Item 62, as later amended.

PZU has been entered in the Natonal Court Register kept by the District Court for the Capital City of Warsaw in

Warsaw, 13th Economic Division of the National Court Register , under file number KRS 0000009831.

According to Polish Classification of Economic Activities (PKD), the core bisiness of PZU consists of other casualty

insurance and property insurance (PKD 65.12) and according to the European Classification of Economic

Activities, non-life insurance (EKD 6603).
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

1.2. PZU Group companies
Date of
. obtaining o . . o .
No. Name of the entity Regls_tered control / % of shar_e c'ap|ta| held directly % of \(ot(_as held directly or
office ) or indirectly by PZU indirectly by PZU ) )
material Line of business
influence
30 September 31 December 30 September 31 December
2013 2012 2013 2012
Consolidated entities
1 Powszechny Zak@ga Warsaw n/a n/a n/a n/a n/a Non-life insurance
SA
2 Powszechny Zak@ga Warsaw 18.12.1991 100.00% 100.00% 100.00% 100.00% Life insurance.
na tycie SA) (APZ
3 PowszechneTowarzystwo Warsaw 08.12.1998 100.00% 100.00% 100.00% 100.00% Management of pension funds
Emerytalne PZU SA
(APTE) PZU
4 PZU Centrum Operacji SA Warsaw 30.11.2001 100.00% 100.00% 100.00% 100.00% Auxiliary activity associated with
(APZY CO insurance and pension funds
5 Towarzystwo Funduszy Warsaw 30.04.1999 100.00% 100.00% 100.00% 100.00% Creation, representing and management
Inwestycyjnych PZU SA of mutual funds
(ATFI1) PZU
6 PZU Asset Management SA Warsaw 12.07.2001 100.00% 100.00% 100.00% 100.00% Provision of managed account services
(APZW AM
7 PZU Pomoc SA Warsaw 18.03.2009 100.00% 100.00% 100.00% 100.00% Provision of assistance services
8 Mindzyzakgadowe Warsaw 13.08.2004 100.00% 100.00% 100.00% 100.00% Management of an employee pension
Towarzystwo Emerytalne PZU SA fund
(AMPTE &ZU SA
9 PrJSC IC PZU Ukraine Kiev 01.07.2005 100.00% 100.00% 100.00% 100.00% Property insurance
(APZU Wkraine (Ukraine)
10 PrJSC IC PZU Ukraine Life Kiev 01.07.2005 100.00% 100.00% 100.00% 100.00% Life insurance.
Il nsurance (APJU (Ukraine)
11  UAB DK PZU Lietuva Vilnius 26.04.2002 99.76% 99.76% 99.76% 99.76% Property insurance
(APZU Bietuva (Lithuania)
12 UAB PZU Lietuva Gyvybes Vilnius 26.04.2002 99.34% 99.34% 99.34% 99.34% Life insurance.
Draudimas (Lithuania)
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Powszechny Zakgad Ubezpiecze® Sp-gka

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Akcyjna

Capital Group

(in thousands of PLN)

Date of
. obtaining o . . o .
No. Name of the entity Regls_tered control / % of shar_e c'ap|ta| held directly % of \(ot(_as held directly or
office . or indirectly by PZU indirectly by PZU ) )
material Line of business
influence
30 September 31 December 30 September 31 December
2013 2012 2013 2012
13  Tower Inwestycje Sp. z 0.0. Warsaw 27.08.1998 100.00% 100.00% 100.00% 100.00% Other services activity, excluding
(ATower Iohwestyc insurance and pension funds.
14  Ogrodowa-Inwestycje Sp. z 0.0. Warsaw 15.09.2004 100.00% 100.00% 100.00% 100.00% Buying, operating, renting and selling real
estate
15 Armatura Krak-w Cracow 07.10.1999 63.83% 63.83% 63.83% 63.83% Distribution of Armatura Group products,
administration and management of the
Group
16  Armatoora SAY Nisko 10.12.2008 63.83% 63.83% 63.83% 63.83% Production and sale of radiators and
sanitary fittings
17 Armatoora SA i w Cracow 10.02.2009 63.83% 63.83% 63.83% 63.83% Utilization of available funds, growth
sp. k. investments
18  Armagor SAY Cracow 06.09.2009 63.83% 63.83% 63.83% 63.83% Production of water, gas and central
heating fixtures
19  Armadimp SAY Cracow 20.07.2012 63.83% 63.83% 63.83% 63.83% Production of ceramic sanitary products
20  Ipsilon Sp. z 0.0. Warsaw 02.04.2009 100.00% 100.00% 100.00% 100.00% Provision of assistance services and
medical services
21  Ipsilon Bis SA Warsaw 02.09.2011 100.00% 100.00% 100.00% 100.00% The company does not conduct any
activity
22 Omicron SA Warsaw 13.09.2011 100.00% 100.00% 100.00% 100.00% The company does not conduct any
activity
23  LLC SOS Services Ukraine Kiev 01.07.2005 100.00% 100.00% 100.00% 100.00% Assistance services
(Ukraine)
24 PZU SFI1 O DguUny Warsaw 15.12.2009 n/a n/a n/a n/a Investment of funds collected from fund
members
25  PZU FIZ Akcji Warsaw 27.01.2010 n/a n/a n/a n/a as above
26  PZU FIZ Dynamiczny Warsaw 27.01.2010 n/a n/a n/a n/a as above
27 PZU Fl1Z Sektor @ Warsaw 01.07.2008 n/a n/a n/a n/a as above
28 PZUFIZ SektoraNi er uc ho Warsaw 21.11.2011 n/a n/a n/a n/a as above
2)
29 Warsaw 24.02.2012 n/a n/a n/a n/a as above

PzZU FI Z Sektora
2)
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Pows zechny

Zakgad

Ubezpiecze® Sp-gka

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Akcyjna

Capital Group

(in thousands of PLN)

Date of
. obtaining o . . o .
No. Name of the entity Regls_tered control / % of shar_e c'ap|ta| held directly % of \(ot(_as held directly or
office . or indirectly by PZU indirectly by PZU ) )
material Line of business
influence
30 September 31 December 30 September 31 December
2013 2012 2013 2012
30 PzZU FlI Z Aktyw-w Warsaw 12.12.2012 n/a n/a n/a n/a
BIS1
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

Date of
No. Name of the entity Regis_tered (;t())tré]itlpollnlg % of shar_e c'apital held directly % of \(ot(_as held directly or
office . or indirectly by PZU indirectly by PZU ) )
material Line of business
influence
30 September 31 December 30 September 31 December
2013 2012 2013 2012
31 PZUFIZAKkt yw-w Niep Warsaw 19.11.2012 n/a n/a n/a n/a as above
BIS 2
32 PZU Dgu Qn y Rynk- Warsaw 20.11.2006 n/a n/a n/a n/a as above
WschodzNcych
33 PZU FIZ Forte Warsaw 27.12.2012 n/a n/a n/a n/a as above
34 PZU FlI Z Aktyw-w Warsaw 08.11.2011 n/a n/a n/a n/a as above
REIncome ?
35 PZU FI O G0t -wkow Warsaw 01.07.2005 n/a n/a n/a n/a as above
Unconsolidated subsidiary
36  Syta Development Sp. z 0.0. in Warsaw 29.04.1996 100.00% 100.00% 100.00% 100.00% Buying and selling real estate,
liquidation intermediacy in buying and selling,
administration of real estate
Associates
37 GSU Pomoc G-rnic Tychy 08.06.1999 30.00% 30.00% 30.00% 30.00% Insurance service
Ubezpieczonych SA
38 EMC Instytut Medyczny SA Wroclaw 18.06.2013 29.87% 9.95% 25.31% 8.43% Human health activities, research and
(medical institute) ¥ development on medical sciences and

pharmaceutical practice

"I'nformation on the change o0SAaeprgsenediniemiOl. Ar mat ura Krak:-w

2As at 30 September 2013, PZU FI Z Sektora NieruchomoSci, PXU F2W RlexktAktay wive r NlicenpunolSicd z iy, c hP ZRE Fl
their investment activity through subsidiary commercial law companies operating as special-purpose vehicles and investing in individual properties, whose number was respectively: 37, 8, 9, 6 for

each of the funds (on 1 January 2013: 33, 8, 12, 6).

3 Consolidated since 1 April 2013.

4 Acquisition of the company is described in item 2.2.
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

As at 30 September 2013, in addition to the entities listed in the table, the PZU Group held participation units or
investment certificates in the PZU Sejf+ Sub-Fund, PZU Energia Medycyna Ekologia Sui#~und, PZU AkcjiRy n k - w
WschodzNcKFemd, SuPZU Akcj i S p - §-€und, b ywhich B2JrGdoup’s ghark in Bet dssets
exceeds 20% (not counting the assets held in connection with outstanding insurance and investment contracts

for the client's account and risk).

2. Changes in organization of the PZU Group

2.1. Continuation of the process of converting some financial investments into funds

2.1.1. Debt instruments

On 25 February 2013, PzU and PzZU tycie subscribed for inv

ZamknARKtyw-w Niepubl i cznych -Bd Bivate Equiy ZWwhd),By rBakidg th€ folmwsireg d
payments:

e PZU T inthe form of debt instruments worth PLN 1,244,056 thousand and PLN 500,000 thousand in cash;
e PZU i yincthe éorm of debt instruments worth PLN 1,361,801 thousand and PLN 290,000 thousand in
cash;

On 5 March 2013, TFI PZU all ocated investment certificates
and PLN 1,651,801 thousand, respectively.

2.1.2. Equity instruments

On 27 March 2013, PZUad PZU tycie subscribed for invest ment certif
Zamkninty Aktyw-w Niepubl i c zHEng Rritate Bdqui§/ Fund),(by rdaking Bhe ®llo®ingCl o s e d
payments in the form of shares worth:

e PZUi PLN 724,394 thousand,

e PZUt y ciiP&N 421,273 thousand.

On 28 March 2013, TFI PzZzU all ocated investment certificate
payments made.

On 27 August 2013, TFI PzZU allocated to PZU t yGosedEnd nvest meil
Mut ual Fund (Fundusz I nwestycyjny Zamkninty Aktyw-w Niepubl
by PZU t yentrileutedvshdrds in Kolej Gondolowa Jaworzyna Krynicka (KGJK) and i n Armatura Kr
SA.

2.2. Acquisition of a stake in E~ MC Instytut Medyczny SA

Following the stock market transactions settled on 18 June 2013, PZU Group entities (mainly the mutual funds
managed by TFI PZU) achieved an aggregated holding of 1,969,817 shares in EMC Instytut Medyczny SA
(FEEM@®@), which was 23.66% of the company's capital and up to 20.04% votes at its shareholder m eeting; the
total value of the acquired shares was PLN 34,069 thousand.

As at the date of signing these interim consolidated financial statements, PZU Group entities (mainly the mutual
funds managed by TFI PZU) achievedan aggregated holding of 2,487,268 shares in EMC, which was 29.8®6 of
the company's capital and up to 25.31% votes at its shareholder meeting; the total value of the acquired shares
was PLN 44.213 thousand.

The EMC acquisition transaction was settled on the basis of EMC's consolidated financial statements drawn up as

at 30 June 2013. The measurement using the equity method applied only to the EMC shares held by mutual

funds which are subject to consolidation. Theses har es represent 22 .18 anh 19048% of he EMCO s
votes at the shareholder meeting.
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(in thousands of PLN)

2.3. Completion of liquidation of subsidiaries

On 26 March 2013, the Shareholder Meeting of Sigma Investments Sp. z o.0. in liquidation adopted a resolution
to end the company's liquidation process. The company was removed from the register on 11 May 2013.

On 23 April March 2013, the Shareholder Meeting of ICH Center SA in liquidation adopted a resolution to end the
company's liquidation process. The company was removed from the register on 20 May 2013.

2.4, Sale of KGJK shares

On 24 September 2013, PzZzU FI Z Aktyw-w Niepubl i ckGdkch BI S
representing 37.525% of its share capital, for PLN 24,850 thousand. Following the settlement of this transaction,
PZU Group entities hold no additional shares in KGJK, which ceased to be PZU Group's associate.

The result on the sale of KGJK shares inthe amount of PLN 8,263 thousand was recognized in the consolidated
profit and loss account in the item fiNet result on the realization of investments and impairment chargeso.

3. Compliance with International Financial Reporting Standards

These interim consolidated financial statements of the PZU Group were drawn up according to the International
Financial Reporting Standards approved by the European Commission as at 30 September 2013, including in
compliance with the requirements of IAS 34 finterim Financial Reportingd and in compliance with the
requirements set forth in the Regulation on current and periodic information.

3.1. Introduction of new IFRS

3.1.1. Standards, interpretations and amended standards effective from 1 January 2013

In these interim consolidated financial statements, the following new standards and interpretations and
amendments of standards have been applied:

Effective date

Standard/interpretation for annual_perlods Regulation approving _the
starting standard or interpretation
from

Amendments to IAS 197 Amendments to the accounting of post- 1 January 2013 475/2012
employment benefits
IFRS 1371 Fair Value Measurement 1 January 2013 1255/2012
Amendment to IAS 12 i Deferred Tax: Recovery of Underlying 1 January 2012 9 1255/2012
Assets
Severe Hyperinflation and Removal of Fixed Dates for Firsttime 1
Adopters (amendments to IFRS 1) 1 July 2011 1255/2012
II\I;ELC 207 Stripping Costs in the Production Phase of a Surface 1 January 2013 1255/2012
Amendmeqts _tq_IFRS 71 Offsetting Financial Assets and 1 January 2013 1256/2012
Financial Liabilities
Amendment to IFRS 17 Government Loans 1 January 2013 183/2013
Amendments to IFRS 20092011 1 January 2013 301/2013

Y The European Commission voted for this regulation to become effective no later than for annual periods starting on or after
the third day after publication which occurred on 29 December 2012 (periods starting on or after 1 January 2013).
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Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

3.1.2. Standards, interp retations and amended standards issued but not effective

The following standards, interpretations and amended standards have been issued but have not come into effect:

e approved by the regulation of the European Commission

Effective date

Standard/interpretation for annual_perlods Regulation approving ‘the
starting standard or interpretation
from

IFRS 107 Consolidated Financial Statements 1 January 2013 % 1254/2012
IFRS 1171 Joint Arrangements 1 January 2013 Y 1254/2012
IFRS 127 Disclosure of Interests in Other Entities 1 January 2013 % 1254/2012
'{Snsnlon guidance (amendments to IFRS 10, IFRS 11 and IFRS 1 January 2013 9 313/2013
Amended IAS 271 Separate Financial Statements 1 January 2013 1254/2012
Amended IAS 2871 Investments in Associates and Joint Ventures 1 January 2013 % 1254/2012
Amendments to IAS 321 Offsetting Financial Assets and 1 January 2014 1256/2012

Financial Liabilities

Y The European Commission voted for this regulation to become effective no later than for annual periods starting from 1
January 2014 (early implementation is permitted).

e not approved by the European Commission:

Date of issue by the Date of entry into effect

) . International f )
Standard/interpretation Accounting Standards for annual per_lods starting
from (according to IASB)
Board
12 November 2009
IFRS 97 Financial Instruments 16 December 2011 1 January 2015
(update)
I2n7v)estment Entities (amendments to IFRS 10, IFRS 12 and IFRS 31 October 2012 1 January 2014
Amendments to IAS 361 Recoverable amount disclosures 29 May 2013 1 January 2014
Amepdme_nts to IAS 391 Novat'lon of Derivatives and 27 June 2013 1 January 2014
Continuation of Hedge Accounting
Interpretation of IFRIC 21 i Levies 20 May 2013 1 January 2014

It is expected that the application of the above standards and amendment to standards will not materially affect
PZU Group's comprehensive income and equity, with the exception of:

e |IFRS 9, in the case of which, due to the remote effective date, anticipate d further amendments to accounting
principles for financial instruments, related to, among others, the work currently conducted on the gradual
substitution of the current IAS 39 with new regulations, the effect of application of IFRS 9 on PZU Group's
comprehensive income and equity was not estimated.

e IFRS 107 which, if implemented from the beginning of 2014, would require consolidation of the PZU Sejf+
Sub-Fund, PZU Energia Medycyna Ekologia S-Fund, PZU Akcj i Ry n k-Fumd, REE AKtjo d z Nc y ¢ h
S p -kdgwidendowych Sub-Fund (as at 30 September 2013). The full list of funds to be consolidated from
the beginning of 2014 will be known after the PZU Group's statement of financial position as at 31 December
2013 is prepared

Due to the possible changes in the share of PZU Group companies in net assets of these funds, the possible
purchase of participation units or investment certificates in other mutual funds by PZU Group companies and
movements in the value of participation units already held by PZU Group companies or investment
certificates of other mutual funds, it is not possible to specify the effect of implementation of IFRS 10 as of 1
January 2014 on PZU Group's comprehensive income and equity.
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4. Key accounting principles (accounting policy)

Detailed accounting principles (accounting policy) are presented in the annual consolidated financial statements

of the Powszechny Zakgad Ubezpiecze®& Sp-gka Akcyjna Capita
Board on 12 March 2013 for whichtheaudi t or i ssued an wunqualified opinion on
consolidated financial statementso).

The PZ U Gr o u peénsolidated firgancial statements are available on the PZU website at www.pzu.pl in the
finvestor Relationso tab.

5. Changes to accounting principles (accounting policy) and comparability of
financial data

In the 9 -month period ended 30 September 2013 no changes were made to the accounting principles (policy).

The method of presentation of finan cial data in the consolidated financial statements as compared to the annual
consolidated financial statements of the PZU Group for 2012 did not change, with the proviso that:

e these interim consolidated financial statements are condensed statements within the meaning of IAS 34;

e at the beginning of 2013, the method used to aggregate financial data for reporting segments in the
segment reporting note prepared in accordance with IFRS 8 has changed. The new method used to
aggregate financial data for reporting segments described in item 15 takes into account the consolidation of
previously unconsolidated subsidiaries (companies and funds) and measurement of associates uig the
equity method, which is described in detail in items 6.1 and 9.1.

6. Key assumptions for accounting estimation purposes and subjective judgments
made in the process of selecting and applying accounting rules (policies)

The key assumptions made for accounting estimation purposes and subjective judgments made in the process of
selecting and applying accounting rules (policies) were presented in the consolidated financial statements of the
PZU Group for 2012.

The following change was made as of 1 January 2013.
6.1. Change of consolidation principles

In the previous years until the end of 2012, all the material subsidiaries were subject to consolidation. When
determining materiality, the criteria of revenues, absolute value of the financial result and total assets wer e taken
into account.

Starting from 1 January 2013, the materiality rule was no longer applied and as a result, all of PZU's subsidiaries
were consolidated, which meant that the following entities were consolidated as of 1 January 2013:

e  Towarzystwo Fundusz Inwestycyjnych PZU SA,;

e PZU Asset Management SA;

e PZU Pomoc SA;

e Mindzyzakgadowe Pracownicze Towarzystwo Emerytalne PZU S/
e PrJSC IC PZU Ukraine Life Insurance;

e UAB PZU Lietuva Gyvybes Draudimas;

e Ipsilon Sp. zo.0,;

e Ipsilon Bis SA;

e Omicron SA;

e LLC SOSServices Ukraine;
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e PZU Fl1Z Sektora NieruchomoSci;

e PZU F1Z Sektora NieruchomoSci ;

e PZU Fl1 Z Sektora NieruchomoSci ;

e PZU FI Z Aktyw-w Niepublicznych BI'S 1;
e PZU FI Z Aktyw-w Niepublicznych BI S 2;

e PZU Energia Medycyna Ekologia;

e PZU DguUny Rynk-w WschodzNcych;

e PZU FIZ Forte,

e PZU FI Z Aktyw-w Niepublicznych RE |1 ncome.

In the previous years until the end of 2012, the materiality principle was also applied to associates. After it was
abolished, the following companies were measured using the equity method as of 1 January 2013:

e Kolej Gondolowa Jaworzyna Krynicka SA;

e GSU Pomoc G-rniczy Klub Ubezpieczonych SA.

The above changes were included in the consolidated statements under the date of 1 January 2013 and the
consequences resulting from the balance sheet valuation of those asset components as at 31 December 2012 and

the value of net assets of those entities as at 1 January 2013 were recognized in full in the financial result, which
was presented in detail in item 9.1.

7. Corrections of errors from previous years

In the 9 -month period from 1 January to 30 September 2013, no corrections were made of errors from previous
years.

8. Other information related to the manner of drawing up the interim consolidated
financial statements

8.1. Period covered by the interim consolidated fina ncial statements

These interim consolidated financial statements cover the period of 9 months from 1 January to 30 September
2013.

8.2. Functional and presentation currency

Polish zloty is the functional and the presentation currency of the PZU Group. Unless naed otherwise, all the
amounts presented in these interim consolidated financial statements are stated in thousands of Polish zloty.

8.3. Going concern

These 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 reporting period. As at the date of signing these interim consolidated financial statements, there are no facts
or circumstances that would indicate a threat to ability of PZU Group entities to continue their activity in the
period of 12 months after the end of the reporting period as a result of an intentional or an induced
discontinuation or a material curtailment of their hitherto acti vity.
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8.4. Discontinued operations

In the period of 9 months ended 30 September 2013, the consolidated entities of the PZU Group did not
discontinue any type of operations. The closing of the liquidation of PZU Group companies: PZU Sigma
Investments Sp. z 0.0. in liquidation and ICH Center SA in liquidation has been described in item 2.3.

8.5. Seasonality and business cycles

Activity of the PZU Group is not seasonal and is not subject to business cycles to the extent that would justify
application of the suggestion included in Clause 21 of IAS 34.

8.6. FX rates

The following currency exchange rates were used in these interim consolidated financial statements to convert
financial data of foreign subordinated entities and to present financial highlights:

1 January 1 1January 1 1 January 1
30 30 30 June 31 81 30 30
Currency September December September
September 2013 2013 December 2012 September 2012
2013 2012 2012

LTL 1.2231 1.2211 1.2538 1.2087 1.1840 1.2149 1.1914
UAH 0.3933 0.3811 0.4043 0.4001 0.3825 0.4048 0.3920
EUR 42231 4.2163 4.3292 4.1736 4.0882 4.1948 4.1138

These FX rates:

o forline items in the statement of financial position i mean NBP exchange rates on thebalance sheet date;

e for profit and loss account, statement of comprehensive income and cash flow statement line items
exchange rates calculated as mean NBP exchange rates for the last day of each month of the given period.

9. Information about major events that materially influence the structure of
financial statement items

9.1. Consolidation of subordinated entities or their measurement using the equity method

Since effective from 1 January 2013, the materiality criterion was discontinued for determination of a list of
consolidated subsidiaries or associates measured using the equity method T
which is described in detail in item 6.1 1 effective from 1 January 2013, the entities referred to in this point have
been:

e subject to consolidation (subsidiaries) i which means that their assets and liabilities have been recognized in
the corresponding items of these consolidated financial statements, replacing the previous method for
recognition of investments in a given subsidiary (companies: at cost less impairment loss, investment
funds: at fair val ue) under t h e 0 i pghe congolidated tstatement efms o f i
financial position;

e measured using the equity method (associates) i which means that investments in a given associate
measured using the equity method are recognized as a sep
fair valueg, replacing the previous method for recognition, i.e. atcost | ess i mpair ment | oss wun
assets 1 financial instruments available for saled in the consolidated statement of financial position.

Additional detailed information on the effects of discontinuation of the materiality criterion on the cons olidated
financial statements prepared as at 1 January 2013 is presented below.
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9.1.1. Subsidiaries subject to consolidation

As at 1 January 2013, the differences between the net assets of consolidated companies and the carrying amount
of investments in a given entity are presented in the consolidated financial statements as follows:

e Gainsiunder AOther o®erating income
e lossesiunder AOther opekerating expenses
Carrying
amount of PZzU
Reconciliation of the shares (at the Group's GrZﬁU's Plnqugcngr o

effect of consolidation of o Net historical cost share in P .

- Assets  Liabilitie s share in consolidate

subsidiaries from 1 assets of purchase the net d financial
January 2013 minus company's assets result
impairment capital
charges)
Towarzystwo Funduszy
X 78,284 34,499 43,785 24,793 100.00% 43,785 18,992

Inwestycyjnych PZU SA
PZU Asset Management SA 12,621 1,982 10,639 4,642 100.00% 10,639 5,997
Mi Adzyzakgado
Pracownicze Towarzystwo 1,578 226 1,352 500 100.00% 1,352 852
Emerytalne PZU SA
Total T impact on other operating income 25,841
E}Zﬁgﬂ'ggpzu Ukraine Life 55 584 26,105 6,779 25921  100.00% 6,779 (19,142)
ggﬁ;ﬁg;m“"a Gywybes 79 680 52,639 27,041 40,235 99.34% 26,863 (13,372)
PZU Pomoc 19,729 3,664 16,165 18,565 100.00% 16,165 (2,400)
LLC SOS Services Ukraine 694 151 543 729 100.00% 543 (186)
Ipsilon Bis SA 87 3 84 100 100.00% 84 (16)
Ipsilon Sp. z 0.0. 38 1 37 52 100.00% 37 (15)
Omicron SA 100 3 97 100 100.00% 97 (3)
Total T impact on other operating expenses (35,134)
Total i impact on consolidated financial result (9,293)

Subsidiaries T funds subject to consolidation

As at 1 January 2013, Oodtinhtee consokdated St@emiere of financial pdsition tincluEles
amounts of investments made by investors from outside the PZU Group in the mutual funds subject to
consolidation.

Until 31 December 2012, investments made in some of the mutual funds were classified as assets available for
sale, whereas changes in the fair

Capital

val we OwkJarmary2018,dchgni zed wun
bal ances in this respect r e c owereitransfelredutartdeeconsofid®edpfit and t i on r es
lossaccount and recognized under f@ANet change in theafair val
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The table below presents the financial data of consolidated mutual funds.
Total assets of Amount transferred Liabilities to investors
the consolidated from the fRe\ outsidethe PZU Group
Mutual fund fund as at reserve 0 item to the included in
utualtun 1 January 20 13 consolidated profit and liabilities © as at
loss account as at 1 January 2013
1 January 2013
PZU Fl Z Sektord& Nier 423,814 120,815 -
PZU Fl Z Sektora%Nier 505,604 782 -
PZU Fl1 Z SektoraPNier 8,592 (1,408) -
PZU FI1 Z Aktyw-w Ni%p 500 - -
PZU FI1 Z Aktyw-w Ni%p 107,640 27,640 -
SZU Energia Medycyna Ekologia Sui-und 187,407 ) 80,100
PzU DguUny Rynk-w -Ws 319,969 28,031 6,182
Fund
PZU FIZ Forte? 107,020 92 6,928
PzU F1z Aktyw-w Niep 169,645 3,410 36,233
REIncome
PZU FI O GoSubFunk 34y 473,008 5,265 151,072
Total 2,303,199 184,627 280,515

Y Amount transferred fr omoiterh ¢o the Ransoldatad artcime rstatemens a&sravoensequence of

reclassification, as at t he feal prapérty to property méasuded 4t faiv valuedirmacardandeh e f und 6 s

with the PZU Groupbés accounting policy applicable to investment
Propertyo.

2 Amount transferred from the ARevaluation reserved item to the consolidated income statement concerns those financial assets

of the fund which were classified in the portfolio of assets measured at fair value through profit or loss upon initial recog nition.

% Investment in the fund was classified as financial i nstruments measures at fair value through profit or loss, therefore the

amount transferred ODiszefoReval uation reserve

4 Data as at the consolidation date, i.e. 1 April 2013.

|

9.1.2. Associates measured by the equity method
As at 1 January 2013, the diff er ences bet ween the PZU Groupds share in net
using the equity method and the carrying amount of i nvestr
operating incomedin the consolidated profit and loss account.

Reconc iliation of the effect of measurement of associates using the equity method 1 January 2013

Assets 47,875

Liabilities 6,275

Net assets 41,600

Carrying amount of shares 5,888

PZU Group's share in consolidated net assets of the companies 15,439

Total impact on the consolidated gross profit/loss 9,551

9.2. Distribution of PZU's 2012 financial result

On 23 May 2013, the Shareholder Meeting of PZU adopted a resolution on the distribution of the 2012 net profit.
This matter is described in item 0.

30



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital
Interim Consolidated Financial Statements for Q3 2013 according to IFRS

(in thousands of PLN)

9.3. Interim dividend from 2013 profit

On 26 August 2013, the Management Board of PZU adopted a resolution to distribute an advance towards the
dividend expected at the end of the 2013 financial year. This issue is described in item 0.

9.4. Key dividends paid between PZU Group companies

These operations do not affect the financial result of the PZU Group, but they do affect presentation of results of
the individual segments.

9.4.1. Dividend from PZU tycie to PZU

On 21 June 2013, the Ordinary Shareholder Meeting of PZU &
net profit of PLN 1,852,875 thousand for the financial year 2012 as follows:

o Dividend for the sole shareholder, i.e. PZU: PLN 1,842,875 thousand;

e Allocation to the Company Social Benefits Fund: PLN 10,000 thousand.

Addi tionally, the Shar eh odedte allocdibeaaividendgor shareh®lderd in theyammbuat d e c i
of PLN 2,000,000 thousand from the reserve capital created from previous year profits.

Therefore, the total dividend for the year ended 31 December 2012 amounted to PLN 3,842,875 thousand,
including:

e PLN 1,842,875 thousand from the profit for the year ended 31 December 2012; and

e PLN 2,000,000 thousand from the reserve capital created from previous year profits.

The dividend rights date was set for 21 June 2013 and the dividend payment date for 10 September 2013.

9.4.2. Dividend from PTE PZU to PZU tycie

On 19 June 2013, PTE PZU paid out a dividend to PZU tycie i

9.4.3. Dividend from PZU CO to PZU

On 29 April 2013, PZU CO paid out a dividend to PZU in the amount of PLN31,124 thousand.
9.5. Settlement with AXA France IARD

On 25 January 2013, PZU executed a settlement with AXA France IARD regarding the final settlement of the
reinsurance contract for 2001-2005 regarding the Green Card insurance, having a positive impact on gross profit
and net profit of PLN 53,207 thousand and PLN 43,098 thousand, respectively; the settlement consisted of the
following elements:

o final determination of reinsurance commissions due to PZU 7 with a positive impact on gross profit and net
profit of PLN 73,231 thousand and PLN 59,317 thousand respectively (recognized in gross amounts in the
FOther operating incomeditem);

e determination of the surrender value of technical provisions by the reinsurer, with a negative impact on gross
profit and net profit of PLN 20,024 thousand and PLN 16,219 thousand, respectively (stated in gross
amounts in the ANet insurance claims item).
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10. Material events after the end of the reporting period

After the end of the reporting period, there were no material events that would require disclosure in these
consolidated financial statements in addition to those described below.

10.1. Increasing the equity  stakein Ar mat ura Krak-w SA shares

On 28 October 2013, the purchase of Armatura Krak-w SA sha
was settled. Following the settlement of this transaction, the PZU Group, acting through its consolidated mutual

fund PZU FI1 Z Aktyw-w Niepublicznych Bl S 2, hel d 66, 829, 960
82.51% of its share capital and corresponding to 66,829,960 votes at the shareholder meeting.

Following the 31 October 2013 settlement of the stock exchange transaction to acquire 1,217,197 shares of
Armatura Krak:-w, the PZU FI Z Aktyw-w Niepublicznych BI S 2
SA representing 84.01% of its share capital and corresponding to 68,047,157 votes at the shareholder meeting.

10.2. Establishment of PZU Finanse Sp. z o.0.
On30 October 2013 a new company called PZU Finanse Sp. z o.

is PLN 50 thousand and is divided into 100 shares of PLN 500 each. PZU subscribed for all the shares. On 8
November 2013 the company was registered in the National Court Register.

11. Supplementary notes to the interim consolidated financial statements
11.1. Financial assets

In the period of 9 months ended 30 September 2013 and in 2012, no financial instruments were recl assified from
groups measured at fair value to groups carried at cost or amortized cost.

11.1.1.  Financial instruments held to maturity

Financial instruments held to maturity 30 Sez%tignber Sgg;ge st Dze(():irznber 30 Sez;z)t(le?ber

Instruments with measurable fair value 23,890,485 22,912,568 21,117,559 21,297,397
Debt securities 23,890,485 22,912,568 21,117,559 21,297,397
Government securities 23,665,350 22,687,226 20,906,285 21,091,375
Fixed rate 22,729,339 21,929,372 20,460,298 20,743,781
Floating rate 936,011 757,854 445,987 347,594
Other securities 225,135 225,342 211,274 206,022
Listed on a regulated market 101,833 101,360 91,256 83,974
Fixed rate 101,833 101,360 91,256 83,974
Not listed on a regulated market 123,302 123,982 120,018 122,048
Floating rate 123,302 123,982 120,018 122,048

Financial assets held to maturity, total 23,890,485 22,912,568 21,117,559 21,297,397
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11.1.2.  Financial instruments available for sale
Financial instruments available for sale 30 September 30 June 31 December 30 September
2013 2013 2012 2012
:j”estt;‘n':i‘;ggs for which fair value can be 2,182,269 2,636,040 3,798,153 7,924,177
Equity instruments 1,038,027 1,097,653 1,800,137 1,345,847
Listed on a regulated market 1,001,620 1,063,846 429,482 410,294
Not listed on a regulated market 36,407 33,807 1,370,655 935,553
Debt instruments 1,144,242 1,538,387 1,998,016 6,578,330
Government securities 725,401 1,114,508 1,627,215 6,272,960
Fixed rate 673,277 1,061,900 1,488,118 5,731,733
Floating rate 52,124 52,608 139,097 541,227
Other securities 418,841 423,879 370,801 305,370
Listed on a regulated market 136,303 137,229 81,061 305,370
Fixed rate 136,303 137,229 81,061 24,404
Floating rate - - - 280,966
Not listed on a regulated market 282,538 286,650 289,740 -
Floating rate 282,538 286,650 289,740 -
:jnestten:;}(;ggs, for which fair value cannot be 5,032 5137 126,348 124,554
Equity instruments 5,032 5,137 126,348 124,554
Not listed on a regulated market 5,032 5,137 126,348* 124,554*
Financial instruments available for sale, 2.187.301 2641177 3,924,501 8,048,731

total

* this line item includes shares in unconsolidated subordinated entities with the carrying amount of PLN 121,347 thousand as at

31 December 2012

** this line item includes shares in unconsolidated subordinated entities with the carrying amount of PLN 121,466 thousand as

at 30 September 2012.

11.1.3.

Financial instruments measured at fair value through profit or loss

Financial instruments measured at fair

value through profi torloss i classified as 30 September 30 June 31 December 30 September
such upon first recognition 2013 2013 2012 2012
'd”;t;‘n'?i:’ggs for which fair value can be 8,965,901 10,147,860 8,386,949 5,726,305
Equity instruments 497,186 700,728 172,252 15,065
Listed on a regulated market 461,176 674,886 5,319 12,377
Not listed on a regulated market 36,010 25,842 166,933 2,688
Debt instruments 8,468,715 9,447,132 8,214,697 5,711,240
Government securities 8,391,365 9,370,410 8,144,078 5,642,201
Fixed rate 6,998,604 8,147,289 6,240,183 4,343,176
Floating rate 1,392,761 1,223,121 1,903,895 1,299,025
Other securities 77,350 76,722 70,619 69,039
Listed on a regulated market 33,174 33,095 26,647 69,039
Fixed rate 33,174 33,095 26,647 24,537
Floating rate - - - 44,502
Not listed on a regulated market 44,176 43,627 43,972 -
Floating rate 44,176 43,627 43,972 -
Financial instruments measured at fair
value through profit or loss i classified as 8,965,901 10,147,860 8,386,949 5,726,305

such upon first recognition, total
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Financial instruments measured at fair

value through profit or loss i held for 30 September 30 June 31 December 30 September
trading 2013 2013 2012 2012
:j”estté‘:n':i‘;ggs for which fair value can be 7,816,802 7,581,027 7,241,452 6,962,248
Equity instruments 4,867,033 4,238,700 4,226,889 4,232,617
Listed on a regulated market 2,340,352 2,029,385 1,968,840 2,203,673
Not listed on a regulated market 2,526,681 2,209,315 2,258,049 2,028,944
Debt instruments 2,691,053 3,051,902 2,850,493 2,626,778
Government securities 2,639,865 3,000,916 2,799,572 2,552,103
Fixed rate 2,614,757 2,888,206 2,551,501 2,339,497
Floating rate 25,108 112,710 248,071 212,606
Other securities 51,188 50,986 50,921 74,675
Listed on a regulated market - - - 51,152
Floating rate - - - 51,152
Not listed on a regulated market 51,188 50,986 50,921 23,523
Floating rate 51,188 50,986 50,921 23,523
Derivatives 258,716 290,425 164,070 102,853
Financial instruments measured at fair
value through profit or loss T held for 7,816,802 7,581,027 7,241,452 6,962,248
trading, total
11.1.4. Loans
Loans 30 September 30 June 31 December 30 September
2013 2013 2012 2012
Debt securities 1,664,028 1,683,903 1,748,834 1,721,313
Government securities 31,843 47,088 17,296 14,007
Fixed rate 31,843 47,088 17,296 14,007
Other 1,632,185 1,636,815 1,731,538 1,707,306
Listed on a regulated market 13,653 13,065 8,570 1,618,866
Fixed rate 13,653 13,065 8,570 52,461
Floating rate - - - 1,566,405
Not listed on a regulated market 1,618,532 1,623,750 1,722,968 88,440
Floating rate 1,618,532 1,623,750 1,722,968 88,440
Other, including: 9,375,905 9,360,522 8,003,781 5,410,024
- buy-sell-back transactions 2,432,422 3,527,658 2,466,157 341,698
- term deposits with credit institutions 5,239,739 4,317,001 4,516,174 4,021,703
- deposits with ceding companies 106 51 329 333
- loans 1,703,638 1,515,812 1,021,121 1,046,290
Total loans 11,039,933 11,044,425 9,752,615 7,131,337

* PLN deposits constitute over 95% of term deposits with credit institutions. Over 90% of term deposits mature before the end

of March 2014.

Other loans

Tvoe of loan 30 September 30 June 31 December 30 September
yp 2013 2013 2012 2012

Mortgage-backed loans - - 26,848 28,252

Loans secured by pledges on shares, on accounts

receivable portfolios and on bank accounts, other 1,694,788 1,508,998 991,402 1,015,285

loans or otherwise

Unsecuredloans 8,850 6,814 2,871 2,753

Total 1,703,638 1,515,812 1,021,121 1,046,290
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11.1.5.

The tables present the exposure of the PZU Group companies to debt securities issued by governments other

corporations and local government units

Exposure to debt securities issued by governments other than the Polish Government, by

than the Polish government, by corporations and local government units. Acronyms of debt instruments assigned
to individual portfolios: HTM T held to maturity, AFST available for sale, FV_UIRT measured through profit/loss i

classified to that category wupon initial recognition, FV_HFT i measured at fair value through
profit/loss 1 held for trading, LOAN i loans.
11.1.5.1. Debt securities issued by governments other than the Polish government
As at Currency Po_rt'foli(') Purc_hase Carrying Fair value Impairment
30 September 2013 classification price amount measurement charges
Iceland usD FV_UIR 21,994 23,312 23,312
Iceland USD FV_HFT 173,677 165,916 165,916
Lithuania EUR FV_UIR 2,678 2,820 2,820
Lithuania EUR HTM 64,837 66,305 69,982
Lithuania LTL FV_UIR 3,139 3,276 3,276
Lithuania LTL HTM 58,482 66,007 68,719
Lithuania usD FV_UIR 14,354 15,672 15,672
Latvia usD FV_UIR 35,960 35,012 35,012
Germany EUR AFS 102,515 103,852 103,852
Romania EUR FV_UIR 35,208 36,658 36,658
Romania EUR FV_HFT 332,073 345,710 345,710
Romania RON FV_UIR 8,011 8,392 8,392
Romania usD FV_UIR 27,985 28,789 28,789
Slovenia EUR FV_UIR 53,788 54,086 54,086
Slovenia EUR FV_HFT 335,387 330,282 330,282
Slovenia usD FV_UIR 21,902 20,947 20,947
Slovenia usD FV_HFT 116,357 110,893 110,893
Ukraine UAH LOAN 25,095 14,369 n/a
Ukraine usD FV_UIR 12,678 10,831 10,831
Ukraine usD LOAN 18,375 17,474 n/a
Hungary EUR FV_UIR 42,638 44,040 44,040
Hungary EUR HTM 5,124 5,352 5,452
Hungary EUR FV_HFT 82,763 88,739 88,739
Turkey TRL FV_UIR 45,746 45,112 45,112
Other EUR/USD FV_HFT/FV_UIR 66,975 69,647 69,647
Total 1,707,741 1,713,493 n/a
As at Currency Po_rt_foli(_) Purc_hase Carrying Fair value Impairment
30 June 2013 classification price amount measurement charges
Iceland usD FV_UIR 58,587 61,836 61,836 -
Iceland usb FV_HFT 259,359 269,974 269,974 -
Lithuania EUR FV_UIR 1,759 1,939 1,939 -
Lithuania EUR HTM 51,893 53,638 57,638 -
Lithuania LTL FV_UIR 9,058 9,562 9,562 -
Lithuania LTL HTM 68,703 78,244 81,416 -
Lithuania usb FV_UIR 14,354 16,730 16,730 -
Latvia usD FV_UIR 35,960 36,388 36,888 -
Germany EUR AFS 44,500 45,252 45,252 -
Germany EUR FV_HFT 84,459 84,839 84,839
Romania EUR FV_UIR 52,201 55,189 55,189 -
Romania EUR FV_HFT 332,073 350,059 350,059 -
Romania RON FV_UIR 15,011 16,471 16,471 -
Romania usb FV_UIR 43,427 46,154 46,154 -
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As at Currency Po_rt'foli(') Purc'hase Carrying Fair value Impairment
30 June 2013 classification price amount measurement charges
Slovenia EUR FV_UIR 53,788 55,373 55,373 -
Slovenia EUR FV_HFT 335,387 334,632 334,632 -
Slovenia USD FV_UIR 21,902 21,613 21,613 -
Slovenia uUsbD FV_HFT 116,357 115,355 115,355 -
Ukraine UAH LOAN 25,095 18,788 n/a -
Ukraine USD FV_UIR 12,678 11,915 11,915 -
Ukraine uUsbD LOAN 28,896 28,300 n/a -
Hungary EUR FV_UIR 42,638 45913 45,913 -
Hungary EUR HTM 5,124 5,614 5,718 -
Hungary EUR FV_HFT 82,763 90,967 90,967 -
Italy EUR FV_HFT 86,213 87,261 87,261 -
Other EUR/USD FV_UIR 59,049 63,917 63,917 -
Total 1,941,234 2,006,423 n/a -
As at 31 December Portfolio Purchase Carrying Fair value Impairment
2012 Currency classification price amount measurement charges
Germany EUR AFS 62,787 59,448 59,448 -
Romania EUR FV_HFT 340,284 344,041 344,041 -
Iceland USD FV_HFT 220,577 227,493 227,493 -
Slovenia EUR FV_HFT 109,990 115,576 115,576 -
Slovenia USD FV_HFT 77,104 81,735 81,735 -
Lithuania LTL HTM 57,395 63,981 67,105 -
Lithuania EUR HTM 39,989 39,909 43,200 -
Lithuania LTL FV_UIR 15,164 14,980 14,980 -
Lithuania EUR FV_UIR 4,455 4,455 4,455 -
Ukraine UAH LOAN 17,114 14,090 n/a -
Ukraine usb LOAN 3,344 3,206 3,294 -
Hungary EUR HTM 2,278 2,430 2,459 -
Hungary CHF FV_HFT 8,685 8,613 8,613 -
Hungary EUR FV_HFT 37,319 41,157 41,157 -
Hungary HUF FV_HFT 270,683 264,689 264,689 -
Total 1,267,168 1,285,803 n/a -
As at 30 September Portfolio Purchase Carrying Fair value Impairment
2012 Currency classification price amount measurement charges
Germany EUR AFS 324,924 299,933 299,933 -
Turkey TRY FV_HFT 178,588 175,885 175,885 -
Iceland UsD FV_HFT 221,868 232,038 232,038 -
Lithuania LTL HTM 83,063 86,064 88,962 -
Lithuania EUR HTM 31,290 30,965 33,790 -
Lithuania LTL FV_HFT 14,351 14,208 14,208 -
Ukraine UAH LOAN 17,114 14,006 n/a -
Hungary EUR HTM 2,278 2,419 2,421 -
Hungary EUR FV_HFT 37,319 39,120 39,120 -
Hungary CHF FV_HFT 8,685 8,639 8,639 -
Slovenia EUR FV_HFT 109,990 108,806 108,806 -
Total 1,029,470 1,012,083 n/a -
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11.1.5.2. Debt securities issued by corporations and local government units

Asat30 September 2013 cissficaton__ price.___amount___measurement__ charges.
Companies from the WIG-Banki Index AFS 134,249 139,584 139,584 -
FV_UIR 43,588 44,176 44,176 -
HTM 71,565 71,929 n/a -
LOAN 840,000 842,349 n/a -
FV_HFT 25,000 25,366 25,366 -
Companies from the WIG-Paliwa Index AFS 243,489 251,973 251,973 -
LOAN 700,000 707,740 n/a -
FV_HFT 25,000 25,822 25,822 -
Privately held domestic banks LOAN 65,000 66,112 n/a -
Foreign banks FV_UIR 491 566 566 -
HTM 79,457 83,175 n/a -
LOAN 13,487 13,653 n/a -
Domestic local government AFS 22,816 27,284 27,284 -
FV_UIR 22,816 27,284 27,284 -
HTM 50,000 51,676 n/a -
Other FV_UIR 5,154 5,324 5,324 -
HTM 17,689 18,355 19,097 -
LOAN 2,320 2,331 n/a -
Other - covered by full write -offs AFS 11,630 - - 11,630
Total 2,373,751 2,404,699 n/a 11,630
As at.30 June 2013 ciicaton __ pice . amount___measurement__ eharges.
Companies from the WIG-Banki Index AFS 134,249 139,980 139,980 -
FV_UIR 43,588 43,627 43,627 -
HTM 71,565 71,432 n/a -
LOAN 840,000 853,322 n/a -
FV_HFT 25,000 25,300 25,300 -
Companies from the WIG-Paliwa Index AFS 243,489 256,764 256,764 -
LOAN 700,000 700,664 n/a -
FV_HFT 25,000 25,686 25,686 -
Privately held domestic banks LOAN 65,000 66,506 n/a -
Foreign banks FV_UIR 430 521 521 -
HTM 79,457 85,072 n/a -
LOAN 12,263 13,064 n/a -
Domestic local government AFS 22,816 27,135 27,135 -
FV_UIR 22,816 27,135 27,135 -
HTM 50,000 50,857 n/a -
Other FV_UIR 5,154 5,439 5,439 -
HTM 17,073 17,981 18,747 -
LOAN 3,600 3,259 n/a -
Other - covered by full write -offs AFS 11,630 - - 11,630
Total 2,373,130 2,413,744 n/a 11,630
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As at 31 December 2012 cissficaton__ price. . amount___measurement__ charges.
Companies from the WIG-Banki Index AFS 93,065 94,123 94,123 -
FV_UIR 43,588 43,972 43,972 -
HTM 64,838 64,150 n/a -
LOAN 890,000 907,781 n/a -
FV_HFT 25,000 25,166 25,166 -
Companies from the WIG-Paliwa Index AFS 234,390 250,173 250,173 -
LOAN 700,000 701,234 n/a -
FV_HFT 25,000 25,755 25,755 -
Privately held domestic banks LOAN 65,000 66,866 n/a -
Foreign banks FV_UIR 102 142 142 -
HTM 78,236 78,678 n/a -
LOAN 8,700 8,570 n/a -
Domestic local government AFS 22,816 26,505 26,505 -
FV_UIR 22,816 26,505 26,505 -
HTM 50,000 52,509 54,398 -
Other HTM 15,805 15,937 15,842 -
LOAN 47,000 47,087 n/a -
Other - covered by full write -offs AFS 11,630 - - 11,630
Total 2,397,986 2,435,153 n/a 11,630
As at 30 September 2012 Po_rt_folig Purc_hase Carrying Fair value Impairment
classification price amount measurement charges
Companies from the WIG-Banki Index AFS 43,588 44,502 44,502 -
FV_UIR 43,588 44,502 44,502 -
HTM 64,801 65,180 n/a -
LOAN 890,000 894,368 n/a -
FV_HFT 24,970 23,523 23,523 -
Companies from the WIG-Paliwa Index AFS 230,000 236,464 236,464 -
LOAN 700,000 712,535 n/a -
FV_HFT 25,000 25911 25,911 -
Privately held domestic banks LOAN 45,000 45,686 n/a -
FV_HFT 25,158 25,241 25,241 -
Foreign banks FV_UIR 102 133 133 -
HTM 78,236 79,578 n/a -
LOAN 6,794 6,775 6,775
Domestic local government AFS 22,816 24,404 24,404 -
FV_UIR 22,816 24,404 24,404 -
HTM 50,000 51,678 n/a -
Other HTM 9,448 9,586 n/a -
LOAN 47,000 47,942 n/a -
Other - covered by full write -offs AFS 11,630 - - 11,630
Total 2,340,947 2,362,412 n/a 11,630
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11.1.6. Derivatives

Derivatives i assets 30 September 30 June 31 December 30 September
2013 2013 2012 2012
Interest rate derivatives 241,578 265,649 142,257 68,136
Unlisted (OTC) instruments, including: 241,578 265,649 142,257 68,136
- FRA transactions 24,222 29,699 22,260 9,441
- SWAP transactions 217,356 235,950 119,997 58,695
Foreign exchange derivatives 2,683 15,096 9,284 15,857
Unlisted (OTC) instruments, including: 2,683 15,096 9,284 15,857
- forward transactions 945 8,156 310 9,581
- SWAP transactions 1,738 6,940 8,974 6,276
Equity derivatives 13,699 9,680 12,529 18,860
Listed instruments, including: - - - 128
- forward contracts - - - 128
Unlisted (OTC) instruments, including: 13,699 9,680 12,529 18,732
- call options (purchase) 13,699 9,680 12,529 18,732
Other 756 - - -
Derivatives 1 assets, total 258,716 290,425 164,070 102,853
Derivatives i liabilities 30 September 30 June 31 December 30 September
2013 2013 2012 2012
Interest rate derivatives 206,654 202,907 123,389 50,736
Unlisted (OTC) instruments, including: 206,654 202,907 123,389 50,736
- FRA transactions 23,228 26,149 1,128 1,811
- SWAP transactions 183,426 176,758 122,261 48,925
Foreign exchange derivatives 4,588 38,494 6,532 5,026
Unlisted (OTC) instruments, including: 4,588 38,494 6,532 5,026
- forward transactions 1,176 38,494 2,598 1,548
- SWAPtransactions 3,412 - 3,934 3,478
Equity derivatives 10,243 - - 42
Listed instruments, including: 10,243 - - 42
- forward contracts 10,243 - - 42
Unlisted (OTC) instruments - - - -
Other 17,205 16,915 - -
Derivatives 1 liabilities, total 238,690 258,316 129,921 55,804
11.1.7.  Changes in the economic situation and business conditions with material effect on the fair

value of financial assets and liabilities

Changes in the economic situation and business conditions affecting the fair value of financial assets and liabilities

are presented in item 18.

11.1.8.
such assets

Changes in classification of financial assets resulting from the change of purpose or use of

In the 9 -month period ended 30 September 2013, neither PZU nor its subsidiaries changed any classifiation of
financial assets as a result of a change in the purpose or use of such assets.
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11.2. Financial instruments fair value classification

On the basis of the input data for fair value measurement, fair value measured financial instruments were
classified to the following levels:

Level 1 7 financial instruments measured based on listed prices (unadjusted) from active markets for
identical assets or liabilities. This level includes:

- liquid listed debt securities;
- listed shares;
- listed derivatives;

Level Il i financial instruments measured based on input data other than listed prices included within level I,
which can be observed on the market, either directly (as prices) or indirectly (derived from prices). This level
includes:

- unlisted debt securities and non-liquid listed debt securities (including non-treasury debt securities
issued by other financial entities, local government and non-financial entities);

- derivatives other than those listed on stock exchanges;

- participation units in mutual funds;

— liabilities to participants in consolidated mutual funds;

- invest ment contracts for clientds account and

Level Il T financial instruments measured based on input data unobserved on the existing markets
(unobservable input data).

Assets and liabilities measu  red at fair value as at 30

September 2013 Level | Level Il Level Il Total
Assets
Financial instruments available for sale 1,857,570 324,699 - 2,182,269
Equity instruments 1,001,620 36,407 - 1,038,027
Debt securities 855,950 288,292 - 1,144,242
Financial instruments m r fair value through profit or
Ios;jl i cc:;lassisftieud aes ;suchet?;gnefci‘r;tr:cog?]iltjizr: ouan profte 8,884,859 81,042 - 8965901
Equity instruments 461,176 36,010 - 497,186
Debt securities 8,423,683 45,032 - 8,468,715
Egsa?cr;i}lglict;’utrrnaed?;sg measured at fair value through profit or 4923381  2,893.421 - 7.816,802
Equity instruments 2,340,352 2,526,681 - 4,867,033
Debt securities 2,682,273 108,780 - 2,691,053
Derivatives 756 257,960 - 258,716
Liabilities
Derivatives 10,243 228,447 - 238,690
Liabilities to participants in consolidated mutual funds - 345,790 - 345,790
I nvestment contracts for -licked) en - 902,949 - 902,949
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Assets and liabilities measured at fair value as at 30 June

2013 Level | Level Il Level I Total
Assets
Financial instruments available for sale 2,251,152 384,888 - 2,636,040
Equity instruments 1,063,846 33,807 - 1,097,653
Debt securities 1,187,306 351,081 - 1,538,387
Financial instruments measured at fair value through profit or
lossi classified as such upon first recognition anp 10,077,577 70,283 - 10,147,860
Equity instruments 674,886 25,842 - 700,728
Debt securities 9,402,691 44,441 - 9,447,132
Egs?crl]aelll(ﬁ;rrutrrna%?rt]sg measured at fair value through profit or 4972636 2,608,391 ) 7.581,027
Equity instruments 2,029,385 2,209,315 - 4,238,700
Debt securities 2,943,251 108,651 - 3,051,902
Derivatives - 290,425 - 290,425
Liabilities
Derivatives - 258,316 - 258,316
Liabilities to participants in consolidated mutual funds - 463,199 - 463,199
I nvestment contracts for -licked) en - 903,249 - 903,249
giieet; t::\(r;rdzlgjllt)zlI|t|es measured at fair value as at 31 Level | Level II Level III Total
Assets
Financial instruments available for sale 1,737,277 2,060,876 - 3,798,153
Equity instruments 429,482 1,370,655 - 1,800,137
Debt securities 1,307,795 690,221 - 1,998,016
Financial instruments m r t fair val hrough profit or
Ios;Jl i cc?assitielij aes ;ichessgnef?rst r:cogiiltjizri ough protte 7,907,300 479,649 ) 8,386,949
Equity instruments 5,319 166,933 - 172,252
Debt securities 7,901,981 312,716 - 8,214,697
EQ:?cr:aelllc??grutTaij?;Z measured at fair value through profit or 4711205 2,530247 - 7241452
Equity instruments 1,968,840 2,258,049 - 4,226,889
Debt securities 2,742,365 108,128 - 2,850,493
Derivatives - 164,070 - 164,070
Liabilities
Derivatives - 129,921 - 129,921
I nvestment contracts for -licked) en - 1,001,923 - 1,001,923
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Financial assets and liabilities measured at fair value as at

30 September 2012 Level | Level Il Level llI Total

Financial assets

Financial instruments available for sale 6,988,624 935,553 - 7,924,177
Equity instruments 410,294 935,553 - 1,345,847
Debt securities 6,578,330 - - 6,578,330

. sramas
Equity instruments 12,377 2,688 - 15,065
Debt securities 5,711,240 - - 5,711,240

Eler;jr;glratlr:dsi:;ments measured at fair value through profit or loss i 4807056 2,155,192 ) 6,962,248
Equity instruments 2,203,673 2,028,944 - 4,232,617
Debt securities 2,603,255 23,523 - 2,626,778
Derivatives 128 102,725 - 102,853

Financial liabilities
Derivatives 42 55,762 - 55,804
I nvest ment cont r ac tas rigk Qunit-lickéd) e n - 999,266 - 999,266

11.2.1. Reclassifications between Level | and Level Il

In the period of 6 months ended 30 September 2012, none of the assets or liabilities measured at fair value were
reclassified between Level | and Level Il in the fair value classification.

11.2.2.  Description of valuation techniques

11.2.2.1. Debt securities

The fair value of debt securities for which an active market does not exist, are 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 calculated as a difference between the yield of listed debt securities of issuers with a similar
rating operating in similar industries and the yield of government bonds (German government bo nds for bonds
denominated in Euro).

11.2.2.2. Assets and labilities related to mutual funds

All exposures to mutual funds (participation units and investment certificates), liabilities under unit -linked
contracts and liabilities to participants in the consolidate d mutual funds are measured at the fair value of assets
of a given investment fund (net assets).

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

In the 9-month period ended 30 September 2013, neither PZU nor its subsidiaries changed the fair value
measurement methodology for financial instruments measured at fair value.
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11.3. Receivables, including receivables under insurance contracts
Receivables, including receivables under 30 September 30 June 31 December 30 September
insurance contracts i carrying amount 2013 2013 2012 2012
Receivables from direct insurance, including: 1,464,247 1,481,198 1,368,993 1,488,267
- receivables from policyholders 1,317,188 1,302,917 1,193,159 1,339,777
- receivables from insurance intermediaries 116,174 124,512 139,418 123,197
- other receivables 30,885 53,769 36,416 25,293
Receivables from reinsurance 30,538 44,132 15,099 17,728
Other receivables 1,461,867 2,030,231 451,701 2,810,161
Net receivables, including receivables under 2,956,652 3,555,561 1,835,793 4.316,156
insurance contracts

11.3.1.  Other receivables
Other receivables 30 September 30 June 31 December 30 September

2013 2013 2012 2012

_Recelvables from the state budget, other than 3,815 78,296 4,946 3574
income tax receivables
Receivables from Metro Projekt Sp. z o.0. 98,373 98,373 98,373 98,373
Receivables relating to prevention activities 53,040 57,886 56,837 55,608
Receivables for acting as an emergency adjuster 6,223 5,817 5,452 5,076
Rece|_vables frc_)m disposal of securities and 1,147,645 1,633,213 178,263 2518833
security deposits

Trade receivables 114,757 105,582 79,370 102,933
Other 38,014 51,064 28,460 25,764
Other receivables, total 1,461,867 2,030,231 451,701 2,810,161

Receivables from Metro Projekt sp. z 0.0. and related matters have been described in item O.

11.4. Reinsurersd share in technical provisions
Rei nsurersd share i n it e 30September 30 June 31 December 30 September
non -life insurance 2013 2013 2012 2012
Provision for unearned premiums 117,469 143,942 190,865 100,634
Provision for unexpired risk 17 85 5 1
Claims reserve, including: 201,698 207,681 304,051 335,999
- for reported claims 148,449 154,731 234,276 254,900
- for claims not reported (IBNR) 38,530 39,672 55,337 68,396
- for claims handling costs 14,719 13,278 14,438 12,703
Provision for capitalized value of annuity claims 148,808 149,401 254,413 241,979
Provision for bonuses and rebates for the 6 ) ) 3
insureds
(F;;)' nsurerso shaprevsions t e 467,998 501,109 749,334 678,613
Rei nsurersdé share i n it e 30September 30 June 31 December 30 September
life insurance 2013 2013 2012 2012
Provision for unearned premiums 100 105 - 186
Reinsurersd shaprevisions t e 100 105 ) 186
(net)
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11.5. Impairment of financial assets and receivables
. Creation of Release of Derecognition of . .

o _ _ _ _ Impairment impairment impairment impairment charges Changg_ in Impairment
Movement in impairment charges for financial assets in charges at charges charges from accountin Exchange composition charges at the
the period from 1 January to 30 September 2013 the beginning recognized in recognized in 9 differences of the end of the

: the profitand  the profit and ledgers (sale, :
of the period p p o Group period
loss account loss account writing down etc.)
Financial assets available for sale 164,273 108 - (9,429) (@) - 154,945
Equity instruments 164,273 108 - (9,429) (@) - 154,945
Loans 24,582 - - - 309 - 24,891
Term deposits with credit institutions 9,657 - - - 304 - 9,961
Loans 14,925 - - - 5 - 14,930
Receivables, including receivables under insurance contracts 606,747 72,773 (11,435) (2,436) 69 1,361 667,079
Receivables from direct insurance 568,127 71,445 (9,983) (2,360) 63 1,361 628,653
Receivables from reinsurance 3,959 613 (304) - - - 4,268
Other receivables 34,661 715 (1,148) (76) 6 - 34,158
Reinsurersd share in technical 8,037 1,115 (4,263) - - - 4,889
Total 803,639 73,996 (15,698) (11,865) 371 1,361 851,804
. Creation of Release of Derecognition of .
Impairment . . . : . . Impairment
- . ) . . impairment charges impairment impairment charges
Movement in impairment charges for financial assets in charges at the : ; . . Exchange charges at the
0 recognized in the charges recognized from accounting ledgers -
the year ended 31 December 2012 beginning of ) . - - differences end of the
the period profit and loss in the profit and (sale, writing down period
account loss account etc.)
Financial assets available for sale 253,372 14,915 - (103,814) (200) 164,273
Equity instruments 253,372 14,915 - (103,814) (200) 164,273
Loans 28,770 - - (3,400) (788) 24,582
Term deposits with credit institutions 10,434 - - - 777) 9,657
Loans 18,336 - - (3,400) (11) 14,925
Receivables, including receivablesunder insurance contracts 581,209 96,860 (42,614) (27,581) (1,127) 606,747
Receivables from direct insurance 512,855 95,693 (37,340) (2,160) (921) 568,127
Receivables from reinsurance 4,848 89 (862) (116) - 3,959
Other receivables 63,506 1,078 (4,412) (25,305) (206) 34,661
Reinsurersd share in technica 18,613 12,064 (22,640) - - 8,037
Total 881,964 123,839 (65,254) (134,795) (2,115) 803,639
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Creation of Release of 3?;](:2?%2?:
Impairment impairment impairment charges from Impairment
Movement in impairment charges for financial assets in the charges at the charges charges accountin Exchange charges at the
period of 1 January 1 30 September 2012 beginning of recognized in recognized in led gers (saEIJe differences end of the
the period the profit and the profit and Writign down ’ period
loss account loss account e?tc )
Financial assets available for sale 253,372 15,561 - (102,410) (156) 166,367
Equity instruments 253,372 15,561 - (102,410) (156) 166,367
Loans 28,770 - - - (726) 28,044
Term deposits with credit institutions 10,434 - - - (716) 9,718
Loans 18,336 - - - (10) 18,326
Receivables, including receivables under insurance contracts 581,209 82,023 (7,403) (2,031) (943) 653,855
Receivables from direct insurance 512,855 81,042 (3,906) (998) (778) 588,215
Receivables from reinsurance 4,848 88 (862) (28) - 4,046
Other receivables 63,506 893 (2,635) 5) (165) 61,594
Reinsurersd share in technical pri 18,613 11,764 (22,532) - - 7,845
Total 881,964 109,348 (29,935) (103,441) (1,825) 856,111
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11.6. Prepayments and accruals
Prepavments and accruals 30 September 30 June 31 December 30 September
pay! 2013 2013 2012 2012
IT costs 11,920 10,308 11,274 3,596
Capitalized acquisition expensesof OFE PZU 872 1,737 5,625 8,893
Reinsurance settlements 39,707 49,727 54,335 26,135
Other 30,821 31,914 23,708 33,395
Prepayments and accruals, total 83,320 93,686 94,942 72,019
11.7. Assets held for sale
- 30 September 30 June 31 December 30 September
Assets held for sale before reclassification 2013 2013 2012 2012
Property, plant and equipment 44,928 56,442 42,492 40,746
Investment property 74,606 89,049 4,470 3,726
Associates measured by the equity method - 16,587 - -
g‘:,zfets held for sale before reclassification, 110,534 162,078 46,962 44,472
AiProperty, p | a opresemts ohainky the riegb property and technical equipment and machinery used

previously by the Armatura Capital Group for its own purposes with a value of PLN 41,593 thousand (PLN 41,593
thousand as at 30 June 2013, PLN 41,821 thousand as at 31 December 2012 and PLN 38,791 thousand as at 30
September 2012).

il nvest me notpresemspmpertythgld by PZU and PZU tycie for sale as part of
project.

fifAssociates measur ed acentaimgshareh & K&JK. iInformgtionnoe thehsalalof those shares
is presented in item 2.4.

11.8. Technical provisions
11.8.1.  Technical provisions in non  -life insurance
Technical provisions in non  -life insurance 30 September 30 June 31 December 30 September
P 2013 2013 2012 2012
Provision for unearned premiums 4,434,645 4,650,548 4,435,516 4,453,296
Provision for unexpired risk 9,781 11,577 8,202 10,985
Unpaid claims reserve 5,639,725 5,634,600 5,362,089 5,387,849
Provision for capitalized value of annuity claims 5,747,883 5,697,792 5,660,281 5,205,814
_Prowsmns for bonuses and rebates for the 1,869 1,566 2.812 2396
insureds
Technical provisions, total 15,833,903 15,996,083 15,468,900 15,060,340
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11.8.2.  Technical provisions in life insurance

Technical provisions in life insurance 30 September 30 June 31 December 30 September
P 2013 2013 2012 2012
Provision for unearned premiums 98,214 101,926 93,449 91,127
Life insurance provision 16,024,700 15,948,486 15,675,243 14,877,211
Unpaid claims reserve 517,762 516,334 516,356 577,701
PrOV|S|ons for bonuses and rebates for the 387 1672 1,415 1,353
insureds
Other technical provisions 492,360 503,182 531,617 531,127
Te(;hnlcal provisions fo_r life insurance if the 3.710,753 3,450,439 3.113,798 2,838,139
policyholder bears the investment risk
Technical provisions, total 20,844,176 20,522,039 19,931,878 18,916,658
11.9. Investment contracts
Investment contracts i carrving amount 30 September 30 June 31 December 30 September
ying 2013 2013 2012 2012
Investment cont_rgcts with guaranteed and fixed 1,298 483 1,298,985 1,297,224 1,632,668
terms and conditions
- carried at amortized cost 1,298,483 1,298,985 1,297,224 1,632,668
Investment contracts fo 902,949 903,249 1,001,923 999,266
(unit-linked)
lgraﬁstment contracts 1 carrying amount, 2201432 2,202,234 2299147 2631934
11.10. Other provisions
Movement in other provisions in Openin Closin
the period from 1 January to 31 P 9 Increases Utilization Dissolution 9
balance balance
March 2012
Provisions for restructuring expenses 58,194 - (31,688) - 26,506
Provisions established for the
potential liabilities on account of 916 - - - 916
CLSiORrelated investments
Provision for disputed claims and
potential liabilities under insurance 2,687 136 - - 2,823
agreements
Provision for the Office of
Competition and Consumer Protection 138,310 - (3,968) - 134,342
penalties
Provision for exit costs of the
Graphtalk project 49,925 854 - (23) 50,766
Provision for PTE¢
undue fees to the Social Insurance 8,836 203 (217) - 8,822
Institution
Other 8,588 2,589 (102) (1,796) 9,279
Other provisions, total 267,456 3,782 (35,975) (1,809) 233,454
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Movement in other provisions in
the year ended 31 December 2012

Opening
balance

Increases

Utilization

Dissolution

Closing
balance

Provision for restructuring expenses
2012

Provision for restructuring expenses
2013

Provisions established for the potential
liabilities on account of CLSiORrelated
investments

Provision for disputed claims and
potential liabilities under insurance
agreements

Provision for the Office of Competition
and Consumer Protection penalties
Provision for exit costs of the Graphtalk
project

Provision for
undue fees to the Social Insurance
Institution

Other

PTEG:

112,956

916

4,019

137,035

50,349

8,095

8,693

48,353

352

1,275

628

1,562

6,367

(75,862)

(821)

(1,217)

(27,253)

(1,684)

(1,052)

(5,255)

9,841

48,353

916

2,687

138,310

49,925

8,836

8,588

Other provisions, total

322,063

58,537

(77,900)

(35,244)

267,456

Movement in other provisions in
the period from 1 January to 30
September 2012

Opening
balance

Increases

Utilization

Dissolution

Closing
balance

Provisions for restructuring expenses
Provisions established for the
potential liabilities on account of
CLSiORrelated investments

Provision for disputed claims and
potential liabilities under insurance
agreements

Provision for the Office of

Competition and Consumer Protection
penalties

Provision for exit costs of the
Graphtalk project

Provision for PToE¢
undue fees to the Social Insurance
Institution

Other

112,956

916

4,019

137,035

50,349

8,095

8,693

137

628

164

5,149

(46,473)

(726)

(1,217)

(6,005)

(1,684)

(457)

(2,950)

60,478

916

2,472

137,035

50,520

7,533

9,675

Other provisions, total

322,063

6,078

(48,416)

(11,096)

268,629

The item entitled AProvisions for the Office of Competition and Consumer Protection penaltiesd includes the
amounts ensuing primarily from the issues discussed in items 26.2 and 26.3.

The headcount restructuring process is described in item 27.3.

11.11. Other liabilities
Liabilities T carrying amount 30 September 30 June 31 December 30 September
2013 2013 2012 2012

Liabilities on direct insurance 623,451 612,175 649,023 591,594
Reinsurance liabilities 49,450 96,585 54,470 60,770
Liabilities due to sell-buy-back transactions 4,392,837 2,835,517 839,969 1,597,506
Liabilities on loans and borrowings 377,398 373,943 166,276 108,112
fLLﬁl;!tles to participants in consolidated mutual 345,790 463,199 ) )
Other liabilities 2,744,579 4,770,742 710,417 2,491,692
Total liabilities 8,533,505 9,152,161 2,420,155 4,849,674
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Other liabilities 30 September 30 June 31 December 30 September
2013 2013 2012 2012
l_alle;t?ilgtkﬁii;osthe state budget, other than income 18,647 20,464 19,407 19,027
Regulatory settlements: Social Insurance
PGS See TRt ol aam mae ooz
Social Benefits Fund and other
Insurance Guarantee Fund 9,531 9,257 7,373 7,088
Association of Voluntary Fire Brigades 1843 2810 3:380 950
Due to purchased securities and security deposits 802,596 1,985,256 438,840 2,244,297
I&:iﬂgﬁi to PZU shareholders on account of 1,730,419 2,568,000 3.453 67,100
Trade liabilities 66,253 59,746 72,092 55,199
Estimated non-insurance liabilities 43,954 45,544 108,694 43914
Other 47,108 51,410 35,944 27,592
Other liabilities, total 2,744,579 4,770,742 710,417 2,491,692
11.12. Accruals and deferred income
Accruals and deferred income 30 September 30 June 31 December 30 September
2013 2013 2012 2012
Accrued expenses 464,113 469,386 672,550 463,662
- accrued costs of agency commissions 203,021 203,014 194,341 192,225
- accrued payroll costs 71,912 74,254 128,296 91,606
- accrued costs and revenues on reinsurance 64,047 70,290 172,246 58,996
- provision for holiday leaves 48,525 64,171 46,658 42,842
- accrued employee bonuses 40,096 30,566 102,403 40,581
- other 36,512 27,091 28,606 37,412
Deferred income 14,799 14,543 10,420 28,498
Accruals and deferred income, total 478,912 483,929 682,970 492,160
11.13. Gross written insurance premiums
1July 71 1January i 1July 71 1January i
Gross written insurance premiums 30 September 30 September 30 September 30 September
2013 2013 2012 2012
ﬁ;%fzr‘]’zgne” premiums in non-life 1,999,433 6,515,198 2,016,351 6,616,213
In direct insurance 1,996,993 6,491,081 2,009,626 6,598,375
In indirect insurance 2,440 24,117 6,725 17,838
Gross written premiums in life insurance 1,907,866 5,887,352 1,896,369 5,542,781
Individual premiums 779,925 2,506,607 763,812 2,173,897
In direct insurance 779,925 2,506,607 763,812 2,173,897
Group insurance premiums 1,127,941 3,380,745 1,132,557 3,368,884
In direct insurance 1,127,941 3,380,745 1,132,557 3,368,884
Gross written premiums, total 3,907,299 12,402,550 3,912,720 12,158,994
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Gross written premiums in direct

non -life insurance (by accounting 1July 7 1 January i 1July 71 1 January i
classes prescribed by section Il of 30 September 30 September 30 September 30 September
the attachment to the Insurance 2013 2013 2012 2012
Activity Act)
:ﬁglg)ent and sickness insurance (class 1 203,584 403,959 187,980 454,772
I;/IO(;tor third party liability insurance (class 711,026 2202,787 742,659 2.305,926
Other motor insurance (class 3) 499,568 1,573,244 516,267 1,674,496
Marine, air and cargo insurance (classes 9,307 42,625 11,399 50,553
4,5,6,7)
Insurance against fire and other property 351,360 1,455,969 344,299 1,332,236
damage (classes 8 and 9)
TPL insurance (classes 11, 12, 13) 126,877 546,588 126,734 527,413
(ﬂecig)and guarantee insurance (classes 13472 35,833 8.065 43.226
Assistance (class 18) 60,622 165,735 54,419 153,821
Legal protection (class 17) 85 749 194 758
Other (class 16) 21,092 63,592 17,610 55,174
Gross written premium in - direct 1,996,993 6,491,081 2,009,626 6,598,375
non -life insurance, total
11.14. Fee and commission income
1July 7 1 January i 1July 1 1January i
Fee and commission income 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Pension insurance 61,518 163,186 50,371 146,679
Commissions on distribution fees 17,516 38,107 9,417 27,177
Commissions on managing assets of an 44,002 125,079 40,954 119,502
open-end pension fund
Investment contracts 4,767 13,714 5,195 16,160
Revenue from fees relating to
invest ment contrac 4,767 13,714 5,195 16,160
account and risk
Other 19,733 52,388 3,124 12,210
Revenue and payments recewgd from 19,733 52,388 3124 12,210
funds and mutual fund companies
Fee and commission income,  total 86,018 229,288 58,690 175,049
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11.15. Net investment income
1July 71 1 January i 1July 71 1 January i
Net investment income 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Interest income, including: 412,432 1,287,252 513,450 1,543,301
- financial assets available for sale 13,736 39,387 74,140 221,869
- financial assets held to maturity 312,301 901,279 301,920 924,866
- loans 86,158 342,210 136,808 393,956
- cash and cash equivalents 237 4,376 582 2,610
Dividend income, including: 91,225 125,416 66,145 155,132
- financial assets measured at fair value
through profit or loss upon first 2,556 5,359 - 147
recognition
- financial assets held for trading 44,579 73,277 56,490 119,226
- financial assets available for sale 44,090 46,780 9,655 35,759
Income on investment property 31,740 87,978 6,366 18,950
Exchange differences, including: (16,846) 13,982 (8,520) (22,654)
- financial assets held to maturity (2,893) 3,282 (5,091) (10,454)
- financial assets available for sale (11,951) 4,998 - -
- loans (2,223) 6,847 (2,670) (9,305)
- receiyables, including receivables 291 (1,145) (759) (2,895)
under insurance contracts
Other, including: (22,412) (69,830) (8,295) (41,214)
- investment activity expenses (9,013) (26,492) (9,326) (31,933)
- investment property maintenance (13,399) (43,338) (5,816) (16.128)
expenses
- other - - 6,847 6,847
Net investment income, total 496,139 1,444,798 569,146 1,653,515
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11.16. Net result on the realization of investments and impairment charges

Net result on realization of 1July 71 1 January i 1July 71 1 January i
investments and investment 30 September 30 September 30 September 30 September
impairment charges 2013 2013 2012 2012

Net result on the realization of 23,886 (105,032) 253,413 457,272
investments

Financial assets measured at fair value

through profit or loss i classified as such (13,955) (4,956) 44,244 93,083
upon first recognition, including:

- equity instruments 20,787 16,645 760 11,654

- debt securities (34,742) (21,601) 43,484 81,429
Flnan(_:lal.assets held for trading, 63,081 (75,117) 13574 119,669
including:

- equity instruments (22,670) (25,032) (23,725) 39,364

- debt securities (12,875) (24,791) 24,973 21,708

- derivatives 98,626 (25,294) 12,326 58,597
Fmam_:lal_assets available for sale, (15,264) 12,709 222,872 298,966
including:

- equity instruments (973) (976) 131,176 172,157

- debt securities (14,291) 13,685 91,696 126,809
Flnant_:lal_assets held to maturity, 1,082 4,055 806 1,707
including:

- debt securities 1,082 4,055 806 1,707
Loans (62) (33) - -
Recelvables, including receivables under (21,036) (51,909) (28,146) (56,422)
insurance contracts
Investment property 1,777 1,956 63 269
Entities measured by the equity method* 8,263 8,263 - -
Impairment charges (8,597) (61,446) (12,410) (90,181)
_Flnan_ual.assets available for sale, - (108) (120) (15,561)
including:

- equity instruments - (108) (120) (15,561)
Receivables, including receivables under (8,597) (61,338) (12,290) (74,620)

insurance contracts

Net result on the realization of
investments and investment 15,289 (166,478) 241,003 367,091
impairment charges, total

* Result on the sale of KGJK sharesdescribed in item 2.4
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11.17. Net change in the fair value of assets and liabilities measured at fair value
Net change in the fair value of 1July 71 1 January i 1July 1 1 January i
assets and liabilities measured at 30 September 30 September 30 September 30 September
fair value 2013 2013 2012 2012
Financial instruments measured at fair
value through profit or loss i classified as 99,063 141,671 52,540 142,057
such upon first recognition, including:
- equity instruments (6,538) 93,939 (1,404) (86)
- debt securities 105,601 47,732 53,944 142,143
Flnan(_:lal}nstruments held for trading, 292,161 313,911 183,234 400,601
including:
- equity instruments 334,360 230,376 124,982 235,080
- debt securities (17,861) 57,903 44,076 140,735
- derivatives (24,338) 25,632 14,176 33,786
Investment property (9,522) (20,684) (432) (2,869)
Movement in liabilities to participants in
consolidated mutual funds (3,800) (27,380) i i
Consolidation of mutual funds, including: - 172,810 - -
- amount transferred from the
nRe_vaI ua‘t piemtothe s er ) 184,627 ) )
consolidated profit and loss account as
at the consolidation date
- amount resulting from the
consolidation of specialpurpose
vehicles, which are subsidiaries of - (11,817) - -
consolidated funds
Net change in the fair value of
assets and liabilities measured at 377,902 580,328 235,342 548,789
fair value
11.18. Other operating income
1July 71 1January i 1July 1 1January i
Other operating income 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Consolidation of new entities or their
. - - 35,392 - -
measurement using the equity method
Rem‘surance commissions and profit (1,012) 77,632 (2.451) (15,253)
sharing
Revenues on the sales of products,
merchandise and services by non 70,053 194,683 78,636 200,084
insurance companies
Other 30,244 72,171 27,608 82,885
Other operating income, total 99,285 379,878 103,793 267,716

The matter of consolidation of subsidiaries and measurement of associates using the equity method from 1

January 2013 is discussed in item9.1.
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11.19. Net insurance clai ms
1 July i 1 January i 1 July 1 January i
Net insurance claims 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Claims and movement in technical 1,261,522 3,732,878 1,453,544 4,278,020
provisions in non-life insurance
Rei nsurersé share i
movement in technical provisions in non- (15,527) (8,178) (13,967) (147,493)
life insurance
Claims and movement in technical 1,505,013 4,485,740 1,473,852 4,207,576
provisions in life insurance
Rei nsur er sldmsandmthe i
movement in technical provisions in life (115) (142) (39) (78)
insurance
Claims, total 2,750,893 8,210,298 2,913,390 8,428,025
11.20. Claims and changes in measurement of investment contracts
. . 1July 71 1 January i 1July 71 1 January i
(C):flzia:sssita:]irfthancgoenstrlgcrtzeasurement 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Under investment contracts with
guaranteed and fixed terms and 10,868 31,893 20,069 73,590
conditions
- interest expenses calculated using the 10,868 31,893 20,069 73,590
effective interest rate
Under ‘investment co 37,528 28,198 20,914 54,354
account and risk (unit-linked)
Clglms and changes in measurement 48,396 60,001 40,983 127,944
of investment contracts, total
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11.21. Administrative, acquisition and claims handling expenses, by type
. . _— 1July 71 1 January i 1July 71 1January i
ac(lj?;?:ﬁs?ggstng)’( a(;:r(]]:és;tlgn ta n(é 30 September 30 September 30 September 30 September
penses, by typ 2013 2013 2012 2012
Consumption of materials and energy 22,532 65,182 18,713 59,786
External services 115,760 342,123 120,414 370,546
Taxes and fees 16,803 45,045 12,110 39,765
Employee expenses 317,452 967,493 323,155 1,044,865
Dep_rematlon of property, plant and 18,813 55,168 18,707 58,074
equipment
Amortization of intangible assets 13,564 43,400 16,082 54,470
Other, including: 465,699 1,380,309 460,599 1,365,026
- commission on direct activity 343,234 1,050,515 321,903 1,002,091
- advertising 24,559 64,748 28,692 82,070
- movement in capitalized acquisition 15,383 8,285 26,464 22,265
expenses
- femuneration of group insurance 52,149 155,927 55,936 177,922
administrators in work establishments
- other 30,374 100,834 27,604 80,678
Claims handling,  acquisition and 970,623 2,898,720 969,780 2,992,532
administrative expenses, total
11.22. Other operating expenses
1July 7 1January i 1July 1 1January i
Other operating expenses 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Consolidation of new entities - 35,134 - -
Creation of impairment charges for
intangible assets and property, plant and - 16,432 - -
equipment
Insurance Guarantee Fund 9,258 28,042 7,088 22,310
Natlon_al _Flre Brigade Hea_dquar_ters and 1,843 25,764 1,899 24,940
Association of Voluntary Fire Brigades
Compulsory payments to insurance 13,463 41,227 11,437 34,803
market institutions
Expenditures for prevention activity 16,922 29,643 3,156 10,840
Expenses of the core business of the non 78,040 204,486 80,684 209,200
insurance companies
Other 43,818 122,270 16,255 66,612
Other operating expenses, total 163,344 502,998 120,519 368,705

The matter of consolidation of subsidiaries and measurement of associates using the equity method from 1

January 2013 is discussed in item9.1.

55

Capital



Pows z ec

hny

Zakgad

Ubezpiecze®& Sp-Jka

Interim Consolidated Financial Statements for Q3 2013 according to IFRS

Akcyjna Capital

(in thousands of PLN)

11.23. Financial costs
1 July i 1 January i 1 July 1 January i
Financial costs 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Interest, including: 18,547 40,816 15,190 28,235
- loans 15,644 30,125 13,484 24,048
- bank loans 2,903 10,406 1,706 4,187
- other - 285 - -
Other, including: (8,313) 7,244 (45) (285)
- exchange differences (8,313) 7,244 (42) (331)
- other - - 3) 46
Financial expenses, total 10,234 48,060 15,145 27,950
11.24. Other comprehensive income
Income tax on other ~ comprehensive Lduly i 1 January i Luly i L January ‘i
income items 30 September 30 September 30 September 30 September
2013 2013 2012 2012
Other net comprehensive income 29,188 (61,942) (63,778) 33,574
Income tax 20,110 (35,995) (15,090) 9,082
Financial assets available for sale 19,166 (38,415) (15,090) 9,082
Reclassification of real property from
property, plant and equipment to 944 2,420 - -
investment property
Gross other comprehensive income 49,298 (97,937) (78,868) 42,656
12. Contingent assets and liabilities
. I 30 September 30 June 31 December 30 September
Contingent assets and liabilities 2%13 2013 2012 2%12
Contingent assets, including: 19,586 18,246 17,746 18,126
Guarantees and sureties received 19,586 18,246 17,746 18,126
Contingent liabilities 159,892 222,225 210,459 166,652
Guarantees and sureties given 3,912 4,392 6,790 2,923
Disputed insurance claims 101,270 147,591 69,651 67,133
Other disputed claims 25,761 34,936 53,541 29,416
Other, including: 28,949 35,306 80,477 67,180
- potential liabilities under loan
agreements concluded by the 28,309 34,628 49,702 36,377
Armatura Group
- potential liabilities arising from real ) ) 30,000 30,000

property sale by the Armatura Group
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13. Commentary to the  Interim Consolidated Financial Statements
13.1. Commentary

The gross written premium in the nine month period ended 30 September 2013 was PLN 12,402,550 thousand
compared to PLN 12,158,994 thousand in the same period of the previous year (+ 2.0%). Higher sales were
recorded above all in the following area:

e single-premium individual insurance (+ PLN 235,889 thousand), particularly products in the bancassurance
channel;

e regular premium group and continued insurance, primarily protection insurance (+ PLN 100,703 t housand) i
the outcome of a higher average premium (including the influence exerted by upselling riders to individually
continued insurance) and the number of insureds (regarding type P group insurance, group health insurance
and protection bancassurance).

At the same time, a decline in gross written premium was recorded:
e inthe corporate insurance segment (- PLN 99,131 thousand), including:

- insurance for patients for medical events (hospital accident insurance: - PLN 49,817 thousand)i in H1
2012 health care units were obligated to enter into insurance contracts for patients for medical events;
as a result of legislative changes this obligation was deferred until 2016;

- motor insurance i as a result of fierce competition and the persisting weakness in the domestic car
market;

e in the group insurance segment i short-term single-premium products (- PLN 71,162 thousand), in the
bancassurance channel following the retraction of these products due to their low profitability.

Investment income (including investment contracts, i.e. contracts that do not entail significant insurance risk) for
the first 3 quarters of 2013 and the first 3 quarters of 2012 was PLN 1, 858,648 thousand and PLN 2,569,395
thousand, respectively. It declined primarily as a result of lower gro wth in the measurement of capital
instruments in connection with worse market conditions on the Warsaw Stock Exchange (the WIG index rose by
6.0% in the first three quarters of 2013 compared to 16.3% growth one year earlier) and the lower measurement
of debt instruments following bond yield growth (the yield on 5 and 10 year t -bonds rose by 52 and 72 basis
points, respectively in the first three quarters of 2013 while the yield fell by 114 and 119 basis points, respectively
in the first three quarters of 20 12). Moreover, since mutual funds were consolidated in 2013, non-recurring
income (gross) of PLN 172,810 thousand was recognized in the first three quarters of 2013.

The decline in net claims paid (including the movement of provisions for unpaid claims) o f PLN 217,727 thousand
(-2.6%) compared to the same period of the previous year resulted in particular from the following:

o the low level of claims for winter crops and the absence of ground frost in agricultural insurance; it should be
emphasized that in 2011 and 2012 these claims were high, causing this product to generate a negative
return;

e the absence of additional claims provisions in financi a
collapse in the construction industry and the resultant change to the process of accepting and measuring
risk);

e the persistent low claims ratio in motor insurance thanks to favorable road conditions and less road traffic
(low claims frequency);

e lower growth of mathematical provisions in unit -linked products following subdued investment activity
performance, which coupled with the simultaneous decline in investment income did not exert an impact on
the PZU Groupbs results;

e lower growth of mathematical provisions in continued protection insurance as an effect of prod uct

modification affecting the amount of mathematical provisions established at the time when an insured takes
individual continuation;
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e optimization of claims handling processes.

In turn, the following factors contributed to higher net claims paid:

Capital

e higher number of death-r el at ed events in January 2013 (confirmed by

concerning the higher number of deaths in Poland) in group and continued protection insurance;

e lower pace of conversion from long-term contracts into yearly-renewable term contracts in type P group
insurance (the conversion effect® in the first three quarters of 2013 translated into the release of provisions
in the amount of PLN 103,963 thousand, PLN 66,421 thousand less than in the same period in 2012 );

e higher life insurance provisions in individual investment products in the bancassurance channel as a result of
high new sales of insurance.

Acquisition expenses in the first three quarters of 2013 fell by PLN 30,177 thousand (-2.0%) compared to the
same period of last year, primarily as a result of lower commissions (among other things as a result of the lower
gross written premium in the corporate insurance segment) and indirect expenses (among other things payroll
expenses).

At the same time, acquisition expenses were up in connection with the following:

e higher sales of investment products via the bancassurance channel, especially unitlinked products featuring
high acquisition expenses;

¢ higher share of more expensive distribution channels in the sales of insurance to mass clients.

The decline in administrative expenses by PLN 33,541 thousand ¢3.4%) primarily resulted from lower headcount
and lower advertising expenditures (effect of the image campaign conducted in 2012) coupled with higher
project-related activities to streamline and automate service processes.

The balance of other operating revenues and expenses in the first three quarters of 2013 fell by PLN 22,131
thousand in comparison with the same period of the previous year. The major cause for t his change was the
growth in other operating expenses in the consolidated entities. This effect was offset by recognizing the non -
recurring income on the settlement reached with a reinsurer (non -recurring impact on other operating revenues
in the first thr ee quarters of 2013 of + PLN 73,272 thousand, with the total impact on the gross result being +
PLN 53,207 million). The purpose of this settlement was to square settlements for reinsurance commissions in the
green card product, for which an adjustment was made in 2011 by reducing the result of that year by PLN 91,843
thousand.

The operating profit in the first three quarters of 2013 was PLN 3,502,382 thousand, making it lower by PLN
38,462 thousand (-1.1%) compared to the result in the same period of the previous year. This change was
caused in particular by the following:

e good results in the mass insurance segment + PLN 356,968 thousand, primarily as a result of the improved
return in agricultural insurance (low claims level) and motor TPL insurance;

e higher result in corporate insurance segment + PLN 196,486 thousand, primarily as a result of the low claims

ratio in motor insurance and the improved return

construction industry and the resultant change to the process of accepting and measuring risk);

e lower results in the investment segment?(- PLN 327,474 thousand) as a consequent of lower growth in the
measurement of capital instruments and the decline in the measurement of debt instruments in the part
offset by the non-recurring income from consolidating mutual funds (primarily properties; the impact on the
gross result was + PLN 172,810 thousand);

e lower pace of converting long-term insurance policies into yearly-renewable term contracts in type P group
insurance, which contributed to a decline in the operating result in the group and continued insurance
segment by PLN 27,133 thousand.

! Conversion effect computed on the basis of IFRS data.
2 Solely external operations
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Compared to the first three quarters of 2012, net profit fell by PLN 73,423 thousand ( -2.6%) to PLN 2,766,835
thousand.

Consolidated equity according to IFRS as at 30 September 2013 was PLN 12,681,967 thousand compared to PLN
13,800,615 thousand as at 30 September 2012. The adoption of the resolution to pay an interim dividend in the
amount of PLN 1,727,046 thousand in conjunct i on wi th introducing the PZU
policy (Current report no. 56/2013), in addition to the 2012 dividend payment of PLN 2,564,663 thousand,
contributed to the decline in equity.

The return on equity (ROE®) for the period from 1 January 2013 to 30 September 2013 was 27.4%, making it 1.0
p.p. lower than in the same period of the previous year. Compared to consolidated equity as at 31 December
2012, equity fell by PLN 1,587,302 thousand (-11.1%), while ROE was up by 3.4 p.p. compared to this ratio for
the period from 1 January 2012 to 31 December 2012.

Total assets as at 30 September 2013, compared to 31 December 2012, were up by PLN 5,730,553 thousand, i.e.
by 10.2% (up to PLN 61,640,113 thousand), largely as a result of consolidati ng subsidiaries, including mutual
funds (the outcome of ceasing to observe, starting on 1 January 2013, the materiality criterion when determining
the list of subsidiaries subject to consolidation). At the same time, total assets rose thanks to business
development, as reflected by the higher level of technical provisions.

The investment portfolio* as at 30 September 2013 and 30 September 2012 was PLN 55272,560 thousand and
PLN 49,650,058 thousand, respectively. Compared to 31 December 2012 the investment portfolio grew by PLN
4,415,001 thousand as the effect of the elements described above.

The value of technical provisions at the end of the third quarter of 2013 was PLN 36,678,079 thousand,
accounting for 59.5% of total assets. Compared to 31 December 2012 provisions were up PLN 1,277,301
thousand as a result, among others, of high sales of single-premium investment insurance in the bancassurance
channel leading to the establishment of a life insurance provision and a life insurance provision for when the
policyholder bears investment risk.

14. Solvency

The rules for calculating the solvency margin and the minimum amount of the indemnity capital are defined in the
Regulation of 28 November 2003 on the method of calculating the solvency margin and the minimum amount of
the indemnity capital for insurance sections and groups (Journal of Laws of 2003, No. 211, Item 2060, ASolvency
Margin Regulationd).

Detailed information on the method for calculating solvency have been presented in the consolidated financial
statements of the PZU Group for 2012.

Financial data included in the calculation of shareholder funds and solvency margin have been determined based
on the PAS.

% Annualized ratio.

4 The investment portfolio consists of financial assets, investment properties and the negative valuation of derivative
instruments .
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Presented below is the calculation of shareholder funds covering the required solvency margin of PZU.

Calculation of shareholder funds to 30 September 30 June 31 December 30 September

cover the solvency margin 2013 2013 2012 2012

PZU equity 11,805,466 12,465,060 13,452,581 12,681,670

Intangible assets (180,978) (149,445) (129,729) (109,551)

Value of shares in insurance companies

held by the PZU insurance capital group (4,195,282) (3.776,398) (6,847,006) (6,551,089)

Deferred income tax assets (318,188) (317,151) (309,132) (323,102)

Contribution of other insurance

companies in the PZU insurance 2,011,020 1,635,562 4,780,418 4,517,706

capital group to the value of PZU's

shareholder funds:

PZU tycie SA 100.00" 2,023,354 1,646,429 4,808,768 4,528,261
Shareholder funds 3,791,913 3,404,313 6,551,153 6,257,623
Solvency margin 1,768,559 1,757,884 1,742,385 1,729,362
Surplus of sharehqlderfunds to cover 2,023,354 1,646,429 4,808,768 4,528,261
the solvency margin

UAB DK PZU Lietuva 99.76% 2,372 3,133 2,769 6,993
Shareholder funds 42,435 41,125 38,550 41,235
Solvency margin 40,057 37,984 35,774 34,225
Surplus of shareho_lder funds to cover 2378 3141 2776 7.010
the solvency margin

UAB PZU Lietuva Gyvybes Draudimas

99.34% 7,093 7,182 7,201 8,001
Shareholder funds 22,740 23,248 22,873 23,678
Solvency margin 15,600 16,018 15,624 15,624
Surplus of shareho_lder funds to cover 7.140 7230 7.249 8,054
the solvency margin

PrJSC PZU Ukraine 100.00% (14,413) (13,603) (15,721) (14,678)
Shareholder funds 9,415 10,279 5,987 6,002
Solvency margin 23,828 23,882 21,708 20,680
Surplus/shortage of shareh_older funds (14,413) (13,603) (15,721) (14,678)
to cover the solvency margin

PrJSC IC PZU Ukraine Life Insurance

100.00% (7,386) (7,579) (13,599) (10,871)
Shareholder funds 7,662 7,469 2,025 4,753
Solvency margin 15,048 15,048 15,624 15,624
Surplus/shortage of shareh_older funds (7,386) (7,579) (13,599) (10,871)
to cover the solvency margin

PZU shareholder funds 9,122,038 9,857,628 10,956,132 10,215,634

PZU solvency margin 1,363,639 1,369,183 1,343,831 1,337,542

PZU indemnity capital 454,546 456,394 447,944 445,847

Surplus of shareholder funds to 7,758,399 8,488,445 9,612,301 8,878,092

cover the solvency margin

Surplus of shareholder funds to 8,667,492 9,401,234 10,508,188 9,769,787

cover the indemnity capital
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15. Segment reporting
15.1. Reportable segments

15.1.1.  Key classification criterion

IFRS 8 specifies how entities should present information regarding operating segments in annual and interim
financial statements. Operating segments are components of an entity for which separate financial information is
available and is subject to regular assessment by the chief operating decision maker (ACODM, in practice this is
the PZU Management Board), related to allocating resources and assessing operating results.

The main model for PZU Group segmentation is based on the criterion of entities subject to consolidation, with

the reservation that in reference to the | eading companies
additionally distinguished according to the following criteria: customer groups, product lines and nature of t he

business.

PZU has distinguished the following segments:

. corporate insurance (non-life insurance);

. mass insurance (nontlife insurance);

. investments i entailing investments using own funds.

PzZzU tycie has distinguished the following segments:
. group and individually continued insurance (life insurance);

. individual insurance (life insurance);

. investments i entailing investments using own funds;

. investment contracts i described further in this chapter.

Having regard for its separateness and its operation in different regulatory environments, the internal financial
reporting system applied by the PZU Group, according to t
criterion of entities subject to consolidation and having regard for their utility for users o f financial statements the

following segments have also been distinguished:

. pension insurance;
. Ukraine (non-life and life insurance; in 2012 non -life insurance only);
. Balticsi Lithuania, Latvia, Estonia (non-life and life insurance; in 2012 non -life insurance only).

If the qualitative or quantitative prerequisites described by IFRS 8 items 12 -19 are met, operating segments may
be combined into reportable segments. These financial statements do not combine distinct operating segments
into reportable segments save for the segment called investments encompassing investing activity of the own
funds of the PZU Group companies.
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15.1.2.  Geographical areas

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

. Poland;

. Baltics;

. Ukraine.

15.2. Inter -segment settlements

Economic transactions concluded between operating se
length.

The net result of investments (the difference between realized and unrealized revenues and costs) carried in
corporate insurance (non-life), mass insurance (non-life), group and individually continued insurance (life),
individual insurance (life) is determined on the basis of transfer prices based on interest rates from yield curves of
treasury securities (risk free rate), giving consideration to the fact that for unit -linked products, guaranteed rate
products and structured products the net result of investments covering the technical provisions corresponding to
them is carried directly.

15.3. Segment 6s measure of profit

Capital

gment s

The PZU Groupbs fundamental measure of a segmentds profit i

. in insurance companiesi insurance result according to local accounting standards in force in the country of
the companyds r egi isthefmandal restlf beforetax,andwther opbrating revenues and
costs (including costs of financing), incorporating however the net result on investments attributable to
investments providing 100% coverage of technical provisions. The insurance result is a measure
approximately equivalent to the technical result on insurance defined in PAS with the exception that both
non-life and life insurance have a net result on investments as described in the previous sentence;

. in non-insurance companiesi the operating result according to local accounting standards in the country of

the companyb6s registered offices or according to |
financing.
15.4. Description of the segments

FRS, \

Below a description of althe PZUGo up6s reportable segments has been present

the accounting standards according to which their financial data have been presented:

. corporate insurance (non-life) i reporting according to PAST covering a broad scope of property insurance,
TPL and motor insurance customized to a customeros
to large economic agents;

. mass insurance (nortlife) 7 reporting according to PAST covering a broad scope of property, accident, TPL
and motor insurance offered by PZU to individual clients and entities in the small and medium enterprise
sector;

. group and individually continued insurance (life) T reporting according to PAS 1 covering group insurance
addressed by PZU t vy c eéesand aitherdormalgmeps (of instancetiade yinions), under
which persons under a legal relationship with the policyholder (for instance employer, trade union) enroll in
the insurance and individually continued insurance in which the policyholder acquired the right to individual

needs

continuation during the group phase. PZU tycieds offer

investment contracts) and health insurance;
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. individual insurance (life) i reporting according to PAS i covering insurance of f ered by PZU tyci
individual clients under which the insurance contract applies to a specific insured and this insured is subject
to individual underwriting. PZU tyciebs offer covers a w
than investment contracts) and health insurance;

. investments i reporting accordingto PAST covering investing activity in respeé
funds wunderstood to mean surplus investments above the
insurancecompani es (PZU and PZU tycie where this surplus is
own funds of insurance undertakings as defined in PAS) a

. pension insurance’i reporting according to PAST covering PZUPTE;

. Ukraine (non-life and life insurance; in 2012 non-life insurance only) - reporting according to Ukrainian
standards i including PZU Ukraine and PZU Ukraine Life, in 2012 PZU Ukraine only;

. Baltics (non-life and life insurance; in 2012 non-life insurance only) - reporting according to Lithuanian
standards i including PZU Lietuva operating in the territory of Lithuania and from 2012 through its branches
also in Latvia and Estonia, and UAB PZU Lietuva Gyvybes Draudimas, in 2012 PZU Lietuva only;

. investment contracts i reporting according to PAST covering PZU tycie products th

material insurance risk within the meaning of IFRS 4 and that do not meet the definition of an insurance

contract (i.e. some products with a guaranteed rat e of return and some unit -linked products). According to

IFRS, these products, in compliance with the requirements of IAS 39, are recognized using the deposit

method and are measured depending on the construction of a given product i at depreciated cost or fair

value. In both cases, according to IFRS, the gross written premium on these products is not recognized.

According to PAS, all these products are carried as insurance products and their gross written premium is

recognized;

. other i reporting jointly ac cording to IFRS or PAS (IFRS 8 does not require the presentation of the results of
segments qualified to the category Aotherd according to cohesive accounting rules) i covers other entities
subject to consolidation not qualified as belonging to any other segment above, whose revenues
predominantly originate from the manufacturing activity of bathroom and sink fixtures, heaters, foundry
molds and service activity.

15.5. Polish Accounting Standards applied
155.1. PzZU
Polish Accounting Standards (PAS) and the differences @t ween PAS and | FRS in respect

financial reporting have been portrayed in detail in the annual separate financial statements of Powszechny

Zakgad Ubezpiecze®& Sp-gka Akcyjna for 2012 prepaBoadd accord
on 12 March 2013 and on which the statutory auditor issued an unqualified opinion on that same date ( Aseparate

financial statements of PZU for 20120).

The separate financi al statements of P Wviv.pAu.plrund@ Onlttle ar e av e
Anvestor Relationso tab.

1552. PzZU tycie

The accounting standards according to PAS applicable to P:
PZU (except for the accounting for insurance contracts and investment contracts).

The rules of accounting for insurance contracts and invest
been presented in the PZU Groupbs consolidated financi al st

The key differences between PAS and IFRS in respect ofaccounting for insurance contracts and investment
contracts at PZU tycie entail the following:

. classification of insurance contracts according to the guidelines set forth under IFRS 4 on the classification
of products as insurance contracts subject to IFRS 4 or investment contracts measured according to IAS 39.
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According to IFRS 4 a contract meets the definition of an insurance contract only if an insurable event may
precipitate the necessity of an insurer paying significant additional benefits in every scenario, excluding
scenarios lacking economic meaning (that is that do not exert a noticeable impact on the economics of the
transaction), and thus if a contract transfers significant insurance risk. The assessment of whether a given
contract transfers considerable financial risk requires analysis of the cash flows associated with a given
product in different scenarios and estimating the probability of their occurrence.

. the amount of the technical rate used to compute the technical provisions. According to | FRS 4, if an insurer
measures its insurance contracts while applying sufficient prudence, it should not in subsequent reporting
periods insert additional elements augmenting its level. In PAS financial reporting, the technical rates are
reduced for some types of insurance, which results from the maximum levels of the technical rates
published by the Polish Financial Services Authority, contributing to higher PAS technical provisions
compared to similar IFRS-compliant provisions.

At the end of 2012, technical rates applied in accordance with PAS and IFRS were unified; in both cases this
involved reduction of the technical rates.

The impact of these differences between PAS and IFRS has been presented in the segment reporting note in
separate columns.

15.6. Structure of the segment reporting note and reconciliations

As the segmentsdé measures of profit are based on |
offices of the PZU Group company, the financial data of the segments are carried using several different
accounting standards; moreover, on account of the managerial accounting reports submitted to CODM compared
to the format of IFRS-compliant financial statements, it would be necessary to employ two reporting frameworks:
the framework of the manage rial accounting reports submitted to CODM (left side of the note) and the IFRS -
compliant format of financial statements (right side of the note).

As a consequence, the reconciliation in the note of the sum total of revenues and the sum total of profit or | oss of
the reportable segments with the similar consolidated figures, required according to IFRS 8 item 28, is complex
and consists of the following stages described according to the sequence of placing the reconciliation columns in
the segment reporting note:

. switching from the framework of the managerial accounting reports submitted to CODM to the format of
IFRS-compliant financial statements (column entitled Adifferences in presentationd), effecting a number of
changes in presentation, including the transfer of other operating revenues and expenses to the IFRS-
compliant line items inserted under the measure of Zoperating profit (Ioss) &

. reconciling the differences between accounting standards in which the financial data of segments and of
IFRS are presented along with a separate presentation of the most important ones;

. making consolidation adjustments (since this is the final stage of reconciliation i the adjustments have been
presented in the framework of IFRS-compliant financial data).

15.7. Simplifications in  the segment reporting note

Certain simplifications have been made in the segment reporting note compared to the requirements of IFRS 8.
The justification is provided below:

. withdrawing from presenting data related to the allocation of all assets and liabilities to various segments i
resulting from not preparing and not presenting such tables to CODM. The main information delivered to
CODM consists of data regarding the results of given segments and managerial decisions are made on this
basis, including decisions on resource allocation. The analysis of the segmental allocation of assets and
liabilities is limited to monitoring the fulfillment of the PAS regulatory requirement, i.e. holding assets to
cover technical provisions at a level exceeding the amount of these provisions (analysis split into the various
insurance companies, not product groups);
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presenting the net result on investments as a single amount as the difference between the realized and
unrealized revenues and the costs of investments i stemming from the internal assessment of the
segmental results based on such a combined measure of investment results;

not allocating other revenues and costs to the segment called Anvestmentso besides realized and unrealized
revenues and costs of investmentsi st emmi ng from the method of analyzing t
impracticality of such an allocation;

presenting other operating revenues and costs and financial costs for PZU and PZUt yci e jointly for
operating segments distinguished in them (as a consequence also not allocating any amounts in this area to

the segment called investment contracts) T st emmi ng from the accepted measures
profit and the impractic ality of such an allocation;

presenting the income tax burden as a single amount at the level of the consolidated data 7 stemming from
the accepted measures of operating segmentso6 profit ano
exercise in this respect.
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Prevention
Group and fund, loss ratio
Corporate Real estate
Profitand loss account . Mass insurance individually Individual Pension . Investment Other Presentation . Investment  and charges to  Consolidation Consolidated Profit and loss account
3 insurance (non- . y Investments . Ukraine Baltic States 3 and financial N
for the period from 1 July 2013 life) (non-life) continued insurance (life) insurance contracts operations differences instruments contracts the Company adjustments value for the period from 1 July 2013
t0 30 September 2013 insurance (life) Social Benefits 1o 30 September 2013
Fund
PAS PAS PAS PAS PAS PAS IFRS IFRS PAS PAS PAS PAS - IFRS PAS - IFRS PAS - IFRS IFRS IFRS
Gross premium written externally 347 921 1550 201 1601 714 287 068 - - 51 611 68 784 116 473 - - - (116 473) - - 3907 299 Gross insurance premium written externally
. . Gross insurance premium written between
Gross premium written between segments 1441 - - - - - - - - - - - - - (1 441) -
segments
Gross written insurance premium 349 362 1550 201 1601 714 287 068 - - 51 611 68 784 116 473 - - - (116 473) - (1 441) 3907 299
Reinsurerss share in gross wrilve®n pr@BEum (399 - - - (7123 (6209) - - - - - - 231 (zoag elnSUrerso share inogr
Net written premium 331423 1548 691 1601 315 287 068 - - 44 488 62 575 116 473 - - - (116 473) - (1210) 3874 350 Net written premium, including:
Movement in provision for uneamed premiums and gross 76 439 140 842 1035 1895 - - (2 45) (4 085) 110 - (26 328) - (110) - 897 183650  Movement innet provision for uneamed insurance
provision for unexpired risks premiums
Reinsurerés share in the p
- . (17 898) (10 780) - - - - 197 2153 - - 26 328 - - - - -
and the gross provision for unexpired risk
Neteamed premium 389 964 1678 753 1 602 350 288 963 - - 42 640 60 643 116 583 - - - (116 583) - (313) 4 063 000 Net eamed premium
90 016 - 8896 - (12 894) 86 018 Fee and commission income
Investment income, including: 29 669 126 056 233 041 119 380 396 808 2798 6 040 3862 47 131 18 386 (983 171)
Net result on investments (external activity) 29 669 126 056 233 041 119 380 388 770 2798 6 040 3862 47 131 18 386 (975 133)
Net result on investments (inter-segment activity) - - - - 8038 - - - - - (8 038)
478 928 - - - 17 211 496 139 Net investment income (external activity)
8038 - - - (8 038) - Net investment income (inter-segment activity)
57 181 9571 R R (51 463) 15 289 Net result on the realization of investments and
impairment charges
440 105 (15 046) R R (47 157) 377 902 Net Fhange in the fair value of assets and
liabilities measured at fair value
Other net technical income 2829 7531 738 4 561 - - - - 4123 - (19 782)
Revenues on core business of non-insurance entities - - - - - 61 518 - - - 92 180 (153 698)
g;;‘s'e;pera“"g income (not applicable to insurance - - - - - 150 E - - 19247 124 229 (998) @123 - (39 220) 99285  Other operating income
Gross claims paid (212 028) (952938) (1034 721) (136 844) - - (19 152) (34 606) (160 899) - (381 971) - 160 206 - 6418 (2766 535)  Claims and movement in technical provisions
Movement in the gross unpaid claims reserve (20 665) (35 279) (4 627) 3754 - - (1 940) (1951) (20) - 60 728 - - - - -
Reinsurersoé share in claims pali®s 4063 115 - - - 1149 650 - - (7 698) - - - 35 1564 ~ Cl&ims and movement in insurance liabilities
ceded to re-insurers
Reinsurer's share in the movement in provisions (7 012) 2 345 - - - - (1 218) (1 870) - - 7 755 - - - - -
Netinsurance claims (222 377) (981 809) (1 039 233) (133 090) - - (21 161) (37 777) (160 919) - (321 186) - 160 206 - 6 453 (2 750 893) Netinsurance claims
Movement in other net technical provisions, life insurance
provisions where the policyholder bears the investment - - (121 307) (200 087) - - - - 712 - 320 682
risk, loss ratio (risk) equalization provisions
~ _ (48 396) R ~ (48 396) Claims and changes in valuation of investment
contracts
Net premiums and rebates for insureds including the (s61) i 5 i i . . . ® . 57
movement in provisions
Other net technical income (2 296) (56 338) (14 867) (1137) - - - - (576) - 75 214
Acquisition expenses (72 670) (278 240) (80 465) (26 536) - (4 242) (15 540) (17 095) (4 738) - - - - - 5708 (493 818) Acquisition expenses
Administrative expenses (27 174) (126 054) (128 888) (13 221) - (24 116) (8 837) (6 150) (2 033) - 1 1852 - - 10 127 (324 493) Administrative expenses
Reinsurance commissions and profit-sharing 1762 (3133) 106 - - - - - - - 1265
Expenses of the core business of non-insurance entities - - - - - - - - - (96 044) 96 044
Other operating expenses (not applicable to insurance
emmes)pe 9 exp (not appl - - - - - (15) - - - (2 900) (201 764) 26 096 - (9 249) 24 488 (163 344)  Other operating cost
Result on insurance / Operating profit (loss) 99 146 366 766 451 480 38 833 396 808 36 093 3142 3483 282 30 869 12 659 21 475 - (9 249) (95 098) 1 356 689 Operating profit (loss)
Other operating income 7627 2115 (87) 944 (10 599)
Other operating costs (6 441) (5 903) (532 (1093) 13 969
Financial costs 1603 (16 028) 4191 (10 234) Financial costs
10 Share of the net profit (loss) of units measured by
the equity method
1 346 465 Gross profit (loss)
(255 346) Income tax
Loaiie —enineg
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Prevention
Group and fund, loss ratio
Corporate R . . Real estate - . N
Profit and loss account Mass insurance  individually Individual Pension Investment Other Presentation Investment  and charges to  Consolidation Consolidated Profit and loss account
insurance (non- . . " Investments Ukraine Baltic States and financial . B
for the period from 1 January 2013 life) (non-life) continued  insurance (life) insurance contracts operations differences instruments contracts the Company  adjustments value for the period from 1 January 2013
to 30 September 2013 insurance (life) Social Benefits to 30 September 2013
Fund
PAS PAS PAS PAS PAS PAS IFRS IFRS PAS PAS PAS PAS - IFRS PAS - IFRS PAS - IFRS IFRS IFRS
Gross premium written externally 1302 614 4931 041 4800 571 1031 862 - - 142 539 193 923 974 191 - - - (974 191) - - 12 402 550 Gross insurance premium written externally
. Gross insurance premium written between
Gross premium written between segments 2911 - - - - - - - - - - - - - (2911) -
segments
Gross written insurance premium 1 305 525 4 931 041 4 800 571 1031 862 - - 142 539 193 923 974 191 - - - (974 191) - (2 911) 12 402 550
Reinsurersé6 share in gross wrist15®n pr@asum (1804 (45) - - (20 471) (17 450) - - - - - - 1673 (96 625) geem"u”msure's" share in gr
Net written premium 1248 372 4 929 666 4 798 767 1031817 - - 122 068 176 473 974 191 - - - (974 191) - (1 238) 12 305 925 Net written premium, including:
Movement in provision for unearned premiums and gross (2 972 10 688 1178 2117 i . 197 (16 489) 503 . 73 188 i (593) i 182 (65.685)  Movement in net provision for unearned insurance
provision for unexpired risks premiums
Reinsurerds share in the p
(49 261) (30 160) - - - - 345 5892 - - 73184 - - - - -
and the gross provision for unexpired risk
Net eamed premium 1176 137 4 940 194 4 799 945 1 036 234 - - 122 910 165 876 974 784 - - - (974 784) - (1 056) 12 240 240 Net eamed premium
243 960 - 25 586 - (40 258) 229 288 Fee and commission income
Investment income, including: 108 949 428 310 542 940 208 246 4 690 828 8861 17 828 5311 71 610 67 494 (6 150 377)
Net result on investments (external activity) 108 949 428 310 542 940 208 246 737 870 8861 17 828 5311 71 610 67 494 (2 197 419)
Net result on investments (inter-segment activity) - - - - 3952 958 - - - - - (3 952 958)
1433 878 - - - 10 920 1444 798 Net investment income (external activity)
3 952 958 - - - (3 952 958) - Net investment income (inter-segment activity)
(58 283) 18334 R R (126 529) (166 478) Nel result on the realization of investments and
impairment charges
753 895 (75 260) R R (98 307) 580 328 Net change in the fair value of assets and
liabilities measured at fair value
Other net technical income 9673 29 447 1422 12 582 - - - - 11871 - (64 995)
Revenues on core business of non-insurance entities - - - - - 163 186 - - - 284 207 (447 393)
S;;‘j;:)pera""g income (not applicable to insurance E . . . . 464 . . . 19 974 453 384 227 (11 871) . (82 300) 379878  Other operating income
Gross claims paid (640 651) (2 587 825) (3 237 149) (438 965) - - (59 454) (110 545) (1118 283) - (1 061 995) - 1021 160 - 15 089 (8 218 618) Claims and movement in technical provisions
Movement in the gross unpaid claims reserve (19 793) (354 968) (8 905) 10 332 - - (3575) (33) 4211 - 372 731
Reinsurersoé share in claims pa60®7l 149 080 142 - - - 1809 10 702 - - (210 351) - - - (3733) gap  Claims and movement ininsurance liabilities
ceded to re-insurers
Reinsurer's share in the movement in provisions (28 747) (183 584) - - - - 2214 (3 382) - - 213 499
Netinsurance claims (628 520) (2 977 297) (3245 912) (428 633) - - (59 006) (103 258) (1114 072) - (686 116) - 1021 160 - 11 356 (8 210 298) Netinsurance claims
Movement in other net technical provisions, life insurance
provisions where the policyholder bears the investment - - (179 952) (602 111) - - - - 92 905 - 689 158
risk, loss ratio (risk) equalization provisions
~ ~ (60 091) R ~ (60 091) Claims and changes in valuation of investment
contracts
Net premiums and rebates for insureds including the 15 i (251) i i . . . ® . 100
movement in provisions
Other net technical income (33 794) (194 136) (43 811) (4 299) - - - - (2 051) - 278 091
Acquisition expenses (224 533) (820 597) (236 899) (80 220) - (12 542) (44 436) (49 528) (13 160) - - - - - 15 437 (1 466 478) Acquisition expenses
Administrative expenses (77 471) (357 452) (387 864) (35 527) - (58 914) (25 743) (18 269) (7 067) - - 2857 - (20 000) 19 643 (965 807) Administrative expenses
Reinsurance commissions and profit-sharing 4913 72321 (275) - - - - - - - (76 959)
Expenses of the core business of non-insurance entities - - - - - - - - - (277 445) 277 445
Othy ti t licable t
en‘ij;;pera ing expenses (not applicable to insurance . . . . . (351) . . . 757 (576 598) 20 799 . (8 242) 60 637 (502998)  Other operating costs
Result on insurance / Operating profit (loss) 335 504 1120 790 1249 343 106 272 4690 828 100 704 11553 132 14 817 94 987 22 152 (33 043) - (28 242) (4 183 415) 3502382  Operating profit (loss)
Other operating income 30 477 10 502 1122 2539 (44 640)
Other operating costs (34 541) (14 322) (2 354) (3 459) 54 676
Financial costs (51 046) (32 188) 35174 (48 060) Financial costs
Share of the net profit (loss) of units measured by
1866 P
the equity method
3 456 188 Gross profit (loss)
689 353) Income tax
2 766 835 Net profit (loss)
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(in thousands of PLN)

Prevention fund

Group and -
Corporate Real estate and charges to  Consolidation
Profit and loss account 2 Mass insurance individually Individual Pension Ukraine Lithuania Investment Other Presentation Investment  Technical rate in o eatl Consolidated Profitand loss account
) insurance (non- Investments . ) . and financial ) the Company and unallocated
forthe period from 1 July 2012 (non-life) continued  insurance (life) insurance (non-life) (non-life) contracts operations differences contracts life insurance value for the period from 1 July 2012
life) instruments Social Benefits  adjustments
to 30 September 2012 insurance (life) Fund to 30 September 2012
PAS PAS PAS PAS PAS PAS UA GAAP LT GAAP PAS PAS PAS PAS - IFRS PAS - IFRS PAS - IFRS PAS - IFRS IFRS IFRS
IGross premium written externally 362 380 1574 211 1602 184 294 185 - - 34 875 44 885 115 493 - - - (115 493) - - - 3912 720 Gross insurance premium written externally
Gross insurance premium written between
IGross premium written between segments 1011 - - - - - - - - - - - - - - (1011) - insu premium wri W
segments
Gross written insurance premium 363 391 1574 211 1602 184 294 185 - - 34 875 44 885 115 493 - - - (115 493) - - (1011) 3912 720
Rei nsurerso6 share in gross wrilt984n pr e@@@Bum (484) - - - (5221) (648) - - - - - - - 15 (22 110) [F:Teem\‘u:nsurerso share in gn
Net written premium 348 407 1573 423 1601 700 294 185 - - 29 654 44 237 115 493 - - - (115 493) - - (996) 3890 610 Net written premium
Movement in pruvls.lon for unearned premiums and gross 116 451 100 799 (330) 2318 R . 1 440 3609 e R (32 758) R @3 . R 486 192 015 Movement in net provision for unearned insurance
lprovision for unexpired risks premiums
Reinsurerés share in the p 19 700) 10 035) 170) 16) 664) 2 173) 32758
land the gross provision for unexpired risk ( ) ( ) (179 (19 ) - (664) ( ) ) ) ) - - ) ) )
Net eamed premium 445 158 1664 187 1 601 200 296 487 - - 30 430 45 673 115 536 - - - (115 536) - - (510) 4 082 625 Net eamed premium
50 371 - 8319 - - - 58 690 Fee and commission income
Investment income, including: 29 314 130973 250 085 87 831 467 865 3031 4810 3438 46 598 507 (1024 452)
(Net result on investments (external activity) 29 314 130 973 250 085 87831 467 347 3031 4810 3438 46 598 507 (1 023 934)
[Net result on investments (inter-segment activity) - - - - 518 - - - - - (518)
567 605 - - - - 1541 569 146 Net investment income (external activity)
518 - - - - (518) - Net investment income (inter-segment activity)
123 749 01 390 ~ . R 25 864 241 003 Net result on the realization of investments and
impairment charges
297 300 (35 806) ~ . R (26 152) 235 342 Net.(.:hange in the fair value of assets and
liabilities measured at fair value
[Other net technical income 1157 6 867 458 3053 - - - - 3124 - (14 659)
[Revenues on core business of non-insurance entities - - - - - 50 371 - - - 105 530 (155 901)
Sr:th“e‘;:)pe(a”"g income (not applicable to insurance - - - - - 314 - - - 6713 126 930 (888) (3129) - - (26 152) 103793 Other operating income
Gross claims paid (220 251) (893 307) (1 001 453) (141 879) - - (14 981) (28 694) (991 936) - 215 143 @] 151324 (302) - (1059 (2 927 396) Claims and movement in technical provisions
[Movement in the gross unpaid claims reserve (98 947) (195 677) (5 369) 1856 - - (84) (3 004) 3082 - 298 143
Reinsurerso share in claims pail3@7e 14038 39 - - - 1380 014 - - (15 291) - - - - (950) 14006 ~ Claims and movement in insurance liabilities
ceded to re-insurers
Reinsurer's share in the movement in provisions (7 592) (5 323) - - - - (398) (886) - - 14 199
Netinsurance claims (312914)  (1080269) (1006 783) (140 023) - - (14 083) (31 670) (988 854) - 512 194 o) 151 324 (302) - (2 009) (2913390)  Netinsurance claims
[Movement in other net technical provisions, life insurance
lprovisions where the policyholder bears the investment - - (150 249) (173 243) - - - - 837 528 - (514 036)
Irisk, loss ratio (risk) equalization provisions
~ R (40 983) . R R (40 983) Claims and changes in valuation of investment
contracts
Net premlur.ns anq r.ebates for insureds including the (54) as) (682) ~ R . . ~ R 751
Imovement in provisions
lOther net technical income (12 254) (54 507) (16 039) (1 030) - - - - (952) - 84 782
IAcquisition expenses (81 476) (286 166) (77 152) (24 082) - (4 538) ©9777) (12 126) (5 656) - - 2 - - - 3193 (497 778) Acquisition expenses
|Administrative expenses (21 710) (124 319) (126 534) (13 247) - (15 907) (6 665) (4 783) (3 470) - - 859 - - - 3135 (312 641) Administrative expenses
Reinsurance commissions and profit-sharing 1501 (4 421) - - - - - - - - 2830
Expenses of the core business of non-insurance entities - - - - - - - - (100 768) 100 768
(Other operating expenses (not applicable to insurance
entmes)pe 9 exp ( PP (14) (254) (158 505) ) - - 16 369 21887 (120 519) Other operating costs
Result on insurance / Operating profit (loss) 48 812 252 330 474 304 35 746 467 865 33257 4715 532 3854 11728 245 55 554 - (302) 16 369 279 1405 288 Operating profit (loss)
|Other operating income 9125 1116 - - 267 658 - - (11 166)
|Other operating costs (14 899) (7 437) - - (1188) (884) - - 24 408
Financial costs (1 661) (13 484) (15 145) Financial costs
1390 143 Gross profit (loss)
(266 334) Income tax
1123 809 Net profit (loss
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Interim Consolidated Financial Statements for Q3 2013 according to IFRS
(in thousands of PLN)
Prevention fund
Corporate Group and Real estate and charges to
Profit and loss account . Mass insurance individually Individual Pension Ukraine Lithuania Investment Other Presentation ) . Investment  Technical rate in Consolidation Consolidated Profit and loss account
insurance (non- Investments . ) ) and financial ) the Company
for the period from 1 January 2012 life) (non-life) continued  insurance (life) insurance (non-life) (non-life) contracts operations differences instruments. contracts life insurance Social Benefits adjustments value for the period from 1 January 2012
to 30 September 2012 insurance (life) Fund to 30 September 2012
PAS PAS PAS PAS PAS PAS UA GAAP LT GAAP PAS PAS PAS PAS - IFRS PAS - IFRS PAS - IFRS PAS - IFRS IFRS IFRS
IGross premium written externally 1403 133 4 969 569 4771 030 771751 - - 99 592 143 919 1660 532 - - - (1 660 532) - - - 12 158 994 Gross insurance premium written externally
Gross insurance premium written between
IGross premium written between segments 1523 - - - - - - - - - - - - - - (1523) - insu premium wri W
segments
Gross written insurance premium 1404 656 4 969 569 4771 030 771751 - - 99 592 143 919 1 660 532 - - - (1 660 532) - - (1523) 12 158 994
Reinsurerso share in gross wri7L159n pr@EHum (1760) (62) - - (18 669) (7 564) - - - - - - - 1463 (102 980) ;:m'iu"ms”'e'“’ share in gf
Net written premium 1333 502 4964 335 4769 270 771 689 - - 80 923 136 355 1660 532 - - - (1 660 532) - - (60) 12 056 014 Net written premium
Movgmem in provlyon for unearned premiums and gross 279041 (70 243) (207) 5413 . - 2961 (8882) (764) - (62 819) - 764 - - (817) (106 653) Movgment in net provision for unearned insurance
lprovision for unexpired risks premiums
Reinsurerds share in the p 35 080) 26 936) 169 17 28 702) 62 819
land the gross provision for unexpired risk ¢ ) ( ) B - (287) (702) B ) - - - B - B
Net eamed premium 1326 363 4 867 156 4 769 232 777 119 - - 83 597 126 771 1659 768 - - - (1 659 768) - - (877) 11 949 361 Neteamed premium
146 679 - 28 370 - - - 175049  Fee and commission income
Investment income, including: 92 309 395 837 691 104 237915 2300 287 9351 14 821 7398 140 862 850 (3890 734)
(Net result on investments (external activity) 92 309 395 837 691 104 237915 1065 344 9351 14 821 7398 140 862 850 (2 655 791)
[Net result on investments (inter-segment activity) - - - - 1234943 - - - - - (1234 943)
1648 760 - - - - 4755 1653 515 Net investment income (external activity)
1234943 - - - - (1234 943) - Net investment income (inter-segment activity)
242 129 96 530 _ ~ R 28 432 367 001 Net result on the realization of investments and
impairment charges
639 000 (60 917) ~ ~ R (29 294) 548 789 Ne!Fhange in the fair va!ue of assets and
liabilities measured at fair value
[Other net technical income 9 896 42 908 1280 9153 - - - - 12 210 - (75 447)
Revenues on core business of non-insurance entities - - - - - 146 679 - - - 273 927 (420 606)
S;::;;pe'a“"g income (not applicable to insurance - - - - - 404 - - - 10363 350 797 1304 (12 210) - - (83032) 267716 Other operating income
Gross claims paid (727 339) (2730 512) (3 124 861) (428 783) - - (40 477) (78 352) (2 612 154) - (592 186) (379 1771552 (11 676) - (429) (8 575 596) Claims and movement in technical provisions
Movement in the gross unpaid claims reserve (319 739) (386 232) 13351 21070 - - (1 208) (3 300) 1629 - 674 429
Reinsurerso share in claims pa#ldos 58 889 78 - . - 2326 2129 E - 43 453 - - - . (1 209) 147571 Claims and movement in insurance liabilities
ceded to re-insurers
Reinsurer's share in the movement in provisions 75 418 (38 964) - - - - (848) (2 921) - - (32 685)
Netinsurance claims (929755)  (3096819) (3111 432) (407 713) - - (40 207) (82444) (2610 525) - 93011 (379) 1771552 (11 676) - (1 638) (8428025)  Netinsurance claims
Movement in other net technical provisions, life insurance
lprovisions where the policyholder bears the investment - - (371 442) (387 326) - - - - 838 974 - (80 206)
Irisk, loss ratio (risk) equalization provisions
~ . (127 944) ~ R . (127 944) Claims and changes in valuation of investment
contracts
Net premiums and rebates for insureds including the 2978 97 (o3 ~ R ~ ~ R . (2 038)
movement in provisions
[Other net technical income (30 594) (216 040) (46 445) (2 879) - - - - (3721) - 299 679
[Acquisition expenses (253 349) (845 069) (240 127) (64 579) - (15 760) (27 488) (36 279) (19 208) - - 6 - - - 5198 (1 496 655) Acquisition expenses
IAdministrative expenses (70 993) (376 021) (414 672) (38 156) - (48 408) (20 101) (13 470) (10 341) - - 3181 - - (20 000) 9633 (999 348) Administrative expenses
Reinsurance commissions and profit-sharing (7 837) (8 227) 15 - - - - - - - 16 049
[Expenses of the core business of non-insurance entities - - - - - - - - - (272 034) 272 034
[Other operating expenses (not applicable to insurance
perating expenses (ot app - - - - - @on) - - - (803) (450 97) 634 - - 24975 66 757 (368705 Other operating costs
lentities)
Result on insurance / Operating profit (loss) 139 018 763 822 1276 476 123534 2300 287 91 965 10 622 1976 8019 12 303 14 083 40 449 - (11 676) 4975 (1 235 009) 3540 844 Operating profit (loss)
|Other operating income 34 165 13 235 489 1911 (49 800)
|Other operating costs (40 163) (15 735) (1343) (2523) 59 764
Financial costs (3902) (24 048) (27 950) Financial costs
3512 894 Gross profit (loss)
672 636, Income tax
2 840 258 Net profit (Ios_sz
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1 January i 30 September 2013

Consolidation

Consolidated

and as at 30 September 2013 Poland Baltics Ukraine adjustments value
Gross externally written insurance premium 12,066,088 193,923 142,539 - 12,402,550
Gross insurance premium written between 663 ) ) (663) )
segments
Fee and commission income 229,288 - - - 229,288
Net investment income 1,412,660 6,396 18,272 7,470 1,444,798
Net rgsult on the realization of investments and (167,120) (170) (398) 1,210 (166,478)
impairment charges
Net_ghange in the fair va]ue of assets and 555,114 (915) (34) 26,163 580,328
liabilities measured at fair value
Non-current*assets other than financial 1,189,319 13,978 5.999 (1,401) 1,207,895
instruments
Deferred income tax assets 13,725 - 1,250 - 14,975
Assets 61,378,497 407,216 252,430 (398,030) 61,640,113
* applies to intangible assets and property, plant and equipment
Asat3l December 2012 Poland Balics  Ukraine ~ Consolidation  Consolidated
adjustments value
Non-current*assets other than financial 1,159,760 10,625 6717 (1,547) 1,175,555
instruments
Deferred income tax assets 12,753 - 1,210 - 13,963
Assets 55,025,653 284,912 158,151 440,844 55,909,560
* applies to intangible assets and property, plant and equipment
1 January i 30 September 2012 Poland Baltics Ukraine Consolidation Consolidated
and as at 30 September 2012 adjustments value
Gross externally written insurance premium 11,915,483 143,919 99,592 - 12,158,994
Gross insurance premium written between 179 ) ) (179) )
segments
Fee and commission income 175,049 - - - 175,049
Net investment income 1,638,746 4,748 10,021 - 1,653,515
Net rgsult on the realization of investments and 365,820 609 662 ) 367,001
impairment charges
Net_(_:hange in the fair va_Iue of assets and 546,754 2.041 ©) ) 548,789
liabilities measured at fair value
Non-current*assets other than financial 1,117,490 9,056 6.449 (1,632) 1,131,363
instruments
Deferred income tax assets 15,810 - 1,208 - 17,018
Assets 56,707,545 274,919 138,444 (320,242) 56,800,666

* applies to intangible assets and property, plant and equipment
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(in thousands of PLN)

16. Commentary to segment  reporting
16.1. Corporate insurance i non -life insurance

1 January 1 1 January 1
Gross written premium by product group 30 September 30 September % change

2013 2012

Motor TPL insurance 264,607 296,143 (10.6)%
MOD insurance 340,073 412,123 (17.5)%
Total motor insurance 604,680 708,266 (14.6)%
Insurance against fire and other damage to property 343,883 278,100 23.7%
Other liability insurance (class 11, 12, 13) 263,735 264,781 (0.4)%
ADD and other insurance * 93,227 153,509 (39.3)%
Total non-life insurance without motor insurance 700,845 696,390 0.6%
Total corporate insurance segment (non -life insurance) 1,305,525 1,404,656 (7.1)%

* This line item includes loan guarantees and other financial insurance, assistance, travel, marine, railway and air insurance.

In the 3 quarters of 2013, in the corporate insurance segment, the fall in gross written premium by PLN 99.131
thousand (-7.1%) compared to 3 quarters of 2012 resulted in particular from the lower sale of:

e insurance for patients on account of medical events (ADD insurance for hospitals; PLN-49,817 thousand) i
in H1 2012, medical entities were obligated to conclude insurance agreements for patients on account of
medical events; as a result of changes in legislation, this obligation was deferred until 2016;

e motor insurance i strong price competition for drivers and persisting bad condition on the domestic

automotive market.

At the same time, written premium in insurance against fire and other property damage increased by PLN 65,783
thousand, which was driven by increased sales of long-term insurance for the fuel and energy sector and the

mining sector.

) . 1 January T 1 January T
5}23;109; Eginpro-fllitf:ri‘:st)f;?g ount I corporate 30 Septerrz/ber 30 Sept er>T/1ber % change
2013 2012

Gross written insurance premiums 1,305,525 1,404,656 (7.1)%
Net earned premiums 1,176,137 1,326,363 (11.3)%
Investment income 108,949 92,309 18.0%
Net insurance claims (628,520) (929,755) (32.4)%
Acquisition expenses (224,533) (253,349) (11.4)%
Administrative expenses (77,471) (70,993) 9.1%
Reinsurance commissions and profitsharing 4,913 (7,837) (162.7)%
Other (23,971) (17,720) 35.3%
Operating profit (loss) 335,504 139,018 141.3%
acquisition expense ratio (including reinsurance commissions*) 18.7% 19.7% (1.0) pp
administrative expenses ratio* 6.6% 5.4% 1.2 pp
loss ratio* 53.4% 70.1% (16.7) pp
combined ratio (COR)* 78.7% 95.1% (16.4) pp

* ratios calculated using net earned premium

During the 3 quarters of 2013, net claims fell by 32.4% compared to 3 quarters of 2012, which, considering the
11.3% decrease in earned premium, improved the loss ratio by 16.7 pp.

At the same time, gross claims paid fell by 11.9%, among others as a result of:

o lower frequency of losses as a result of better road conditions and lower traffic (which was confirmed by
lower consumption of diesel oil and gasoline);

e declining claims in financial insurance, which was caused by the high loss ratio in the previous year (the
breaking down of the construction sector in mid -2012) and introduction of a new pricing policy, involving
more stringent evaluation of risk;
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e lower number of claims reported and paid under large risks;
e optimization of the claims handling processes and a restrictive cost policy;
e review of the insurance portfolio in connection with changes of the underwriting policy in recent years.

The 18.0% yoy increase in investment income (allocated according to transfer prices) was driven mainly by the
increasing valuation of portfolios covering insurance liabilities denominated in foreign currencies (in 3 quarters of
2012, this value declined and then rebounded in the current year), despite the fact that the rate of return
decreased slightly on a large portion of allocated assets (the rate of return used to calculate income on
investments securing liabilities denominated in PLN fell due to changes in the valuation of Polish securities on
financial markets).

Acquisition expenses in the corporate insurance segment fell by 11.4% compared to the same period in 2012,
due to weaker sales and lower indirect expenses (payroll expenses and cost of support in particular). At the same
time, the percentage of total commissions in gross written premium was maintained at the level recorded in the
same period of the previous year (an increase of 0.1 pp) - driven mainly by increased share of commissions in the
broker channel (caused by the falling sales of medical events insurance for patients, for which lower commissions
are charged).

A 9.1% increase in administrative expenses compared to 3 quarters of 2012 was associated mainly with an
increase in the cost of project initiatives to improve and automate service processes, among others by
implementing a new product system and building a positive image of the PZU Group.

Other costs presented in the AOthero item were higher than in the same period of the previous year mainly due to
increased revaluation charges for receivables.

Operating profit in the corporate insurance segment for three quarters of 2013 and three quarters of 2012 was
PLN 335,504 thousand and PLN 139,018 thousand, respectively. The significant hike in operating profit was
achieved due to the low loss ratio in motor insurance and improved profitability of financia | insurance.

16.2. Mass insurance 1 non -life insurance

1 January T 1 January T
Gross written premium by product group 30 September 30 September % change

2013 2012

Motor TPL insurance 1,853,578 1,934,878 4.2)%
MOD insurance 1,161,586 1,195,836 (2.9)%
Total motor insurance 3,015,164 3,130,714 B.7)%
Insurance against fire and other damage to property 1,074,963 1,023,925 5.0%
Other liability insurance (class 11, 12, 13) 271,896 254,691 6.8%
ADD and other insurance * 569,018 560,239 1.6%
Total non-life insurance without motor insurance 1,915,877 1,838,855 4.2%
Total mass insurance segment (non -life insurance) 4,931,041 4,969,569 (0.8)%

* This line item includes loan guarantees and other financial insurance, assistance, travel, marine, railway and air insurance.

In 3 quarters of 2013, in the mass insurance segment, gross written premium fell by PLN 38,528 thousand ( -

0.8%) as compared to 3 quarters of 2012. This change resulted primarily from:

e lower premiums in motor TPL insurance, mainly due to a lower level of automatic renewals, competitive price
pressure and a worse situation on the automotive market (slower increase in the number of cars);

e increased sums insured in mandatory insurance of farm buildings (the value of buildings had been restated
to their actual value) and increased sales of the subsidized insurance for agricultural crops;

e higher written premium in PZU Dom Plus insurance and in PZU Doradca insurance (growth in the number of
insurance products - new sales campaign from July of this year).
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Data from the profit and loss account T mass insurance L January L January
(non -life insurance) 30 September 30 September % change
2013 2012
Gross written insurance premiums 4,931,041 4,969,569 (0.8)%
Net earned premiums 4,940,194 4,867,156 1.5%
Investment income 428,310 395,837 8.2%
Net insurance claims (2,977,297) (3,096,819) (3.9)%
Acquisition expenses (820,597) (845,069) (2.9)%
Administrative expenses (357,452) (376,021) (4.9)%
Reinsurance commissions andprofit-sharing 72,321 (8,227) X
Other (164,689) (173,035) (4.8)%
Operating profit (loss) 1,120,790 763,822 46.7%
acquisition expense ratio (including reinsurance commissions*) 15.1% 17.5% (2.4) pp
administrative expenses ratio* 7.2% 7.7% (0.5) pp
loss ratio* 60.3% 63.6% (3.3) pp
combined ratio (COR)* 82.6% 88.9% (6.3) pp

* ratios calculated using net earned premium

In the period of 3 quarters of 2013, net claims dropped 3.9% despite the increase in net earned premium

(+1.5%). The excellent claims handling performance was driven by:

e very low level of losses associated with negative effects of wintering and lack of fr ost - after 3 quarters of
2013, the level of net insurance claims in mandatory subsidized crops insurance fell by about PLN 165,000
thousand as compared to 3 quarters of 2012;

e |ow loss ratio in motor insurance where the loss ratio similar to one in 3 quart ers 2012 was maintained
(+0.4%), which was associated with a low frequency of claims (lower traffic).

The 8.2% yoy increase in investment income (allocated according to transfer prices) was driven mainly by the
increasing valuation of portfolios covering insurance liabilities denominated in foreign currencies (in 3 quarters of
2012, this value declined and then rebounded in the current year), despite the fact that the rate of return
decreased slightly on a large portion of allocated assets (the rate of return used to calculate income on
investments securing liabilities denominated in PLN fell due to changes in the valuation of Polish securities on
financial markets).

Acquisition expenses in the mass insurance segment fell by 2.9%, due to the lower indirect c osts (lower payroll
expenses). At the same time, direct commissions expressed as a percentage of gross written premium increased
as a result of the increasing percentage of more expensive distribution channels (brokers, agencies and
multiagencies). Moreover, following the signing of a settlement with the reinsurer regarding the Green Card
product, an adjustment reducing the 2011 result was reversed (one -time effect on reinsurance commissions of 3
quarters of 2013 PLN +73,272 thousand, total contribution to gross result after 3 quarters of 2013 was PLN
+53,207 thousand).

Administrative expenses went down by PLN 18,569 thousand compared to 3 quarters of 2012, as a result of
lower payroll expenses as a result of the restructuring and reorganization activities and lower advertising
expenditures (rebranding campaign in 2012).

Other costs presented in the Z0therd item fell by 4.8% compared to the same period of the previous year, mainly
due to a lower level of revaluation charges for receivables.

The increase of operating profit in the mass insurance segment by PLN 356,968 thousand (+46.7%) compared to
3 quarters of 2012 was caused mainly by improved profitability in agricultural insurance (lower frequency of
claims caused by negative effects of wintering and lack of frost) and in motor TPL insurance (lower frequency of
claims).
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New products

In the course of the Everest project, General Terms and Conditions of Insurance in motor insurance were
amended and changed premium tariffs for motor insurance for individual cli ents and entrepreneurs with small
fleet were introduced. The changes will be applied to insurance agreements concluded in the new IT system, i.e.
where the insurance period begins after 17 November 2013. The aforementioned General Terms and Conditions
of Insurance and tariffs include the a motor product, i.e. PZU Auto Ochrona, which will be available for sale in the

Everest system.

16.3. Group and individually continued insurance T life insurance

Gross written premium by payment ype - 30 Soptember 30 September % change
group and individually continued insurance 2013 2012

Regular premium 4,799,871 4,699,168 2.1%
Single premium 700 71,862 (99.0)%
Total 4,800,571 4,771,030 0.6%

The increase of regular gross written premium by PLN 100,703 thousand (+2.1%) resulted in particular from:

e growth in group protection insurance (higher average premium and more insureds, including high new sales

levels);

e up-selling of riders and increase of sums insured in individually continued insurance products;

e acquisition of premium in group health insurance products (new clients in outpatient health insurance and

launching of a new medicine product);

e continuation of cooperation with intermediary banks in the sale of protection insurance 1 in 3 quarters of
2013, the highest sales growth was recorded in the insurance for borrowers offered together with Bank PKO

BP SA.

At the same time, sales of short-term single-premium endowment life insurance offered in the bancassurance
channel fell, due to the implementation of the strategy to phase out such products because of their low

profitability.
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) . 1 January T 1 January 1
D e e e ""P™™ c0Soptamber  c0Sepember  change
Y 2013 2012

Gross written insurance premiums 4,800,571 4,771,030 0.6%

Group insurance 3,379,753 3,368,883 0.3%

Individually continued insurance 1,420,818 1,402,147 1.3%
Net earned premiums 4,799,945 4,769,232 0.6%
Investment income 542,940 691,104 (21.4)%
Net insurance claims (3,245,912) (3,111,432) 4.3%
Movement in other net technical provisions (179,952) (371,442) (51.6)%
Acquisition expenses (236,899) (240,127) (1.3)%
Administrative expenses (387,864) (414,672) (6.5)%
Other (42,915) (46,187) (7.1)%
Operating profit (loss) 1,249,343 1,276,476 2.1)%
Operating profit (loss) excluding the conversion effect 1,145,380 1,094,955 4.6%
acquisition expenses ratio* 4.9% 5.0% (0.1) pp
administrative expenses ratio* 8.1% 8.7% (0.6) pp
operating margin* 26.0% 26.8% (0.8) pp

* ratios calculated using gross written premium

The increase in net insurance claims (by PLN 134,480 thousand, i.e. 4.3%) was driven by an increased number of
death events in January 2013 (confirmed by the Central Statistical Office data about an increase in deaths in
Poland) in protection group and continued insurance and a general growth of the portfolio size. Additionally, the

value of claims was affected by the higher surrender amounts under the Employee Pension Plan group insurance,
resulting from, among others, dismissals (offset by changes in the mathematical provision, part of the insureds

move to individual products: IKE, IKZE).

The difference in the movement in technical provisions (provisions growth was PLN 191,490 thousand lower than
in the same period of the previous year) resulted from a low er growth of mathematical provisions:

e inunit-linked products: as a result of worse investment performance;

e in continued protection products: as a result of the fact the a new type of continuation right was introduced
in 2012 for the group phase, which mak es it possible to create much lower mathematical provisions when
the insured moves on to the individually continued phase;

e in short-term endowment products in the bancassurance channel: as a result of the discontinuation of sales

of such products in the current year.

The factors described above were partially offset by a lower rate of conversion of long -term agreements to yearly
renewable term agreements in type P group insurance (the effect of conversion® in the 3 quarters of 2013
resulted in the release of PLN 103,963 thousand of provisions, i.e. PLN 77,557 thousand less than in the same

period of 2012).

The investment result consists of income allocated according to transfer prices and income on investment
products. In the group and continued insurance segment, investment income decreased by PLN 148,164
thousand, mainly due to lower investment result under investment products due to worse conditions on the
capital markets (lower appreciation of equities) and increased yields of debt instruments in the 3 quarters of 2013

® Conversion effect computed on the basis of PAS data.
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(reducing their current valuation). During that period, allocated income according to transfer prices fell by PLN
28,694 thousand.

The acquisition expenses in the group and individually continued insurance segment during 3 quarters of 2013
and were PLN 236.899 thousand, down PLN 3,228 thousand from the same period of the previous year. This was
caused by the following factors:

e decrease in indirect acquisition expenses, including fees due to sales networks associated with the acquisition
of new clients in group insurance (modifications and sales) i portfolio modifications have been limited in
order to maintain profitability;

e no commission on short-term single-premium endowment insurance offered as group insurance products in
the bancassurance channeli sales discontinued;

o offset by commission growth in group protection insurance in the bancassurance channel, driven by higher
sales of new policies.

The reduction of administrative expenses during the 3 quarters of 2013 compared to the same period in 2012 by
PLN 26,808 thousand (-6.5%) was a result of mainly lower payroll expenses due to their reorganization and
restructuring and lower marketing costs (rebranding expenditures in 2012).

The operating profit in the group and continued insurance segment in 3 quarters of 2013 fell by PLN 27,133
thousand (-2.1%) compared to the same period in 2012, mostly as a result of the lower effect of conversion from

long-term contracts into yearly renewable term contracts in type P group insurance. The operating profit
excluding this factor increased by PLN 50.425 thousand (+4.6%) yoy, mainly due to portfolio growth, operating

cost savings and introduction of a new type of individual continuation.

New products

In the first 3 quarters of this year in the group investment insurance segment, the Financial Supervision

Capital

Commi ssion registered a new employee pension Afirkadfe i n the

insurance.
16.4. Individual insurance T life insurance

. . e 1 January T 1 January T
ﬁ;?]srzr\:zrétten premium by payment type i individual 30 September 30 September % change

2013 2012

Regular premium 362,006 337,784 7.2%
Single premium 669,856 433,967 54.4%
Total 1,031,862 771,751 33.7%

The gross written premium growth of PLN 260,111 thousand (+33.7%) compared to 3 quarters of 2012 was the
result of the following:

e maintenance of a high growth rate of sales of the single -premium unit-linked individual product launched in
cooperation with Bank Millennium SA;

e robust sales results of a structured product in cooperation with Bank Handlowy w Warszawie S.A.;

e sales of the $ wdiremium gryctuted produstihighgrithan in the same period of the previous
year,;

e contributions to IKE product accounts being higher than the year before;

e consistent growth of the Plan na tycie (Plan for
element and regular premium.

These changes were partially offset by the expiration of the endowment insurance portfo lio from the 1990s.
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il?]zﬁ af\:z:n; the profit and loss account 1 individual 3(1) é?egltj:rglbe].r 3(1) é?egltj:rglbe]‘r % change
2013 2012

Gross written insurance premiums 1,031,862 771,751 33.7%
Net earned premiums 1,036,234 777,119 33.3%
Investment income 208,246 237,915 (12.5)%
Net insurance claims (428,633) (407,713) 5.1%
Movement in other net technical provisions (602,111) (387,326) 55.5%
Acquisition expenses (80,220) (64,579) 24.2%
Administrative expenses (35,527) (38,156) (6.9)%
Other 8,283 6,274 32.0%
Operating profit (loss) 106,272 123,534 (14.0)%
acquisition expenses ratio* 7.8% 8.4% (0.6) pp
administrative expenses ratio* 3.4% 4.9% (1.5) pp
operating margin* 10.3% 16.0% (5.7) pp

* ratios calculated using gross written premium
The increase in net insurance claims (by PLN 20,920 thousand, i.e. 5.1%) was the result of:

e increased endowment payments in the $Swiat Zysk-w struct
mathematical provision);

e higher surrenders in IKE and unit-linked products in the bancassurance channel (amounts balanced by a
change in the mathematical provision);

e partially offset by lower endowment payments under old policies from individual endowment policies from
the 1990s.

The difference in the movement of the technical provisions (provisions increased by PLN 602.111 thousand, i.e.
PLN 214.785 thousand more than in the same period of 2012) was driven primarily by the high new sales of
investment insurance through the bancassurance channel (a unit-linked product with Bank Millennium and a
structured product with Bank Handlowy w Warszawie S.A.). This effect was partially offset by a lower increase in
the provision for other unit -linked products in the traditional channel and, as a result, worse investment
performance and higher surrenders.

The investment result consists of income allocated according to transfer prices and income on investment
products. In the individual insurance segment, they fell year -over-year by PLN 29,669 thousand mainly due to
lower performance associated with investment products i due to worse conditions on the capital markets (lower
appreciation of equities) and increased yields of debt instruments in the 3 quarters of 2013 (reducing their
current valuation). Income allocated according to transfer prices remained at a similar level.

The higher acquisition costs in this segment (up by PLN 15.641 thousand, i.e. by 24.2%) resulted mostly from a
dynamic growth of investment product sales through the bancassurance channel, especially unitlinked products
with high acquisition costs, which are not deferred.

During the 3 quarters of 2013, administrative expenses in the individual segment declined by PLN 2,629 thousand
(-6.9%) compared to the same period in 2012, d ue to lower payroll expenses due to their reorganization and
restructuring and lower marketing costs (rebranding expenditures in 2012).

As a consequence of the events described above (the main
operating result fell by PLN 17,262 thousand (-14.0%) to PLN 106,272 thousand.
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New products

In connection with the reduction of interest rates by the Monetary Policy Council to the lowest level in history and
reduced interest rates on deposits and treasury bond yields in the subscriptions for the individual structured

insurance $wiat Zysk-w sold from June 2013, the cover per

years. The offered investment strategy also changed: since June, it has been based on an index investing in TFI
PZU funds. The purpose of these changes was to enable to offer attractive product parameters to the Clients,

whil e maintaining 100% princiopal guar antee, despite the ad

a modern way in which Clients may diversify the risk of their investment portfolios and is an important element of

PZU tycie's investment offering. I n connection with contin

strategies proposed under this products are adjusted to match the current needs of the Clients.

In June 2013, the group endowment insurance for Bank Millennium S.A. was also modified. - insurance period of
60 months. The change involved a transition to individual insurance. The insurance is available under a new
name: individual endowment insurance Polisa Oszcznd

16.5. Investments

PZU Group's investment income for the 3 quarters of 2013 fell by 27.7% compared to the same period of the
previous year.

Investment income in the investment segment® represent t he surpl us income on
investments above the income allocated according to transfer prices to insurance segments (corporate, mass,
group and individually continued and individual insurance segments) and investment contracts and other fre e
financial resources in the PZU Group. This income decreased by PLN 327,474 thousand.

1 January T 1 January T
Investment income i by segment 30 September 30 September % change
2013 2012

Investment Segment (external operations) 737,870 1,065,344 (30.7)%
Il nsurance activity segments (| 1,288,445 1,417,165 (9.1)%
Other segments and adjustments (167,667) 86,886 X
Total 1,858,648 2,569,395 27. )%
®The income includes the Al nv e sigofennvestinentcsegmend i n external

noSci ow:

PZU an

operatio
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1 January T 1 January 1
Result on investment activity 30 September 30 September % change
2013 2012

Equity instruments 448,523 597,740 (25.0)%
Interest-bearing financial assets 1,374,953 2,035,463 (32.5)%
Investment property 25,912 222 X
Derivatives 338 92,383 (99.6)%
Receivables (114,392) (133,937) (14.6)%
Other 123,314 (22,476) X
Total 1,858,648 2,569,395 (27. 7)%

The decline in PZU Group's investment income and the performance of the investment segment was caused

among others, by:

e lower appreciation of equity instruments on financial markets (in 3 quarters of 2013, the WIG index rose by
6.0%, compared to 16.3% the year before) and

e lower pricing of treasury bonds (yield of 5 -year and 10-year treasury bonds increased during the 3 quarters
of 2013 by 52 and 72 basis points, respectively, while in the 3 quarters of 2012 it fell by 114 and 119 basis

points, respectively)

In the 3 quarters of 2013, lower results were also earned on derivatives, which are purchased mainly to aid risk
management in investment portfolios.

Since mutual funds were consolidated in 2013, including mainly the closed-end mutual funds of the real property
sector, a one-time (gross) income of PLN 172,810 thousand was recognized in the Z0therso line item of the table

above.
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30 Structure as at 31 Structure as at
Investments (including investment contracts) 7 September 30 September December 30 September
2013 2013 2012 2012
Equity instruments, including: 6,407,278 11.6% 6,325,626 12.4%
Eqwt_y |ns_t.ru_ments, for which fair value can be 3,803,148 6.9% 2,403,641 4.7%
determined i listed
Eqwt_y |ns.t.ruments| for which fair value can be 2.509,008 4.7% 3.795,637 75%
determined i other
Eqwt_y instruments, for which fair value cannot be 5032 0.0% 126,348 0.2%
determined
Interest-bearing financial assets, including: 47,234,322 85.5% 43,933,051 86.4%
Debt securities i government 35,453,824 64.1% 33,494,446 65.9%
Debt securities i other 2,404,699 4.4% 2,435,153 4.8%
Rgv_ers_e repo transactions and term deposits with 7672161 13.9% 6,982,331 13.7%
credit institutions
Loans 1,703,638 3.1% 1,021,121 2.0%
Investment property 1,610,828 2.9% 564,404 1.1%
Derivatives (net value) 20,026 0.0% 34,149 0.1%
Other 106 0.0% 329 0.0%
Total 55,272,560 100.0% 50,857,559 100.0%
The PZU Groupds investment activity complies with

level of safety, liquidity and profitability. Government debt securities constituted over 60% of the investment
portfolio as at 30 September 2013 and as at 30 September 2012. Exposure to debt securities issued by
governments other than the government of the Republic of Poland was 3.1% and 2.5% of all investments as at
30 September 2013 and 30 September 2012, respectively.

The increasing value of equity instruments resulted, among others, from an increase in their market value in the
period from the end of 2012 to the end of Q3 2013 (the WIG index grew 6.0% in that period).

The full consolidation of closed-end mutual funds of the re al property sector as of 1 January 2013 contributed to
the increased share and value of investment property. At the same time, this operation contributed to the decline
in the value of the AEquity instruments, for which fair value can be determined i othero category.

The increased share and value of money market instruments (reverse repo transactions and term deposits with
credit institutions) was caused, among others, by transactions concluded on the interbank market to increase
efficiency of the investment activity and to adjust investment portfolios to match their benchmarks.

’ Financial assets, investment property and negative valuation of derivatives.
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16.6. Pension insurance

1 January 1 1 January 1
Data from the profit and loss account i pension segment 30 September 30 September % change

2013 2012

Revenues on core business ofnon-insurance entities 163,186 146,679 11.3%
Acquisition expenses (12,542) (15,760) (20.4)%
Administrative expenses (58,914) (48,408) 21.7%
Other 8,974 9,454 (5.1)%
Operating profit/loss 100,704 91,965 9.5%

The increase in revenues on fees and commissions (fRevenues on core business of nonrinsurance entitieso)
compared to 3 quarters of 2012 by PLN 16,507 thousand (11.3%) resulted in particular from the following:

e revenues from premium fees increasing by PLN 10,930 thousand (including the statutory increase, starting in
2013, of premiums transferred by ZUS to OFE from 2.3% to 2.8% of the base for calculating pension
insurance premium);

e management fee increasing by PLN 12,614 thousand (higher level of OFE PZU assets).

At the same time, in the analyzed period of 2013, the revenues earned by PTE PZU on account of the
bonus/reserve account decreased (by PLN 8,146 thousand) as a result of earning the rate of return for the period

from 31 March 2007 to 29 March 2013 below the overall consumer price index for the same period. A similar
situation affected most of the pension fund companies on the market.

Acquisition expenses declined by PLN 3,218 thousand §20.4%) mainly due to lower cost of commission since it is
gradually settled over time.

Administrative expenses of PTE PZU increased by PLN 10,506 thousand (21.7%) driven mainly by higher cost of
running fund member registers (an increase of PLN 8,685 thousand, i.e. 42.2%). This was associated with
establishment of a provision for additional remuneration for the transfer agent for achieving the quality level
specified by PTE PZU. Moreover, the increase of premiums transferred to OFE also boosted the amount of fees
charged by ZUS by PLN 2,156 thousand (+35.2%).

These changes contributed to the operating profit increasing from PLN 91,965 thousand in the same period of the
previous year to PLN 100,704 thousand, i.e. by PLN 8,739 thousand.

At the end of Q3 2013, OFE PZU had 2,230.2 thousand members, i.e. 13.6% of the total number of members of
all existing open-end pension funds, ranking OFE PZU third on the market in this respect. Compared to the
balance as at the end of September of the previous year, the number of OFE PZU members increased by 6.0
thousand persons, i.e. 0.3%, while the total number of members of all open-end pension funds increased by
2.7%.

At the end of September 2013, the total value of net assets of all OFEs on the market reached PLN 292.0 billion,
growing 15.6% in relation to the end of Q3 2®%uURtoPLNnN
39.2 billion. The increased assets were affected by premiums received from ZUS and by investment results. In
the period from January to September 2013, ZUS transferred to OFE PZU premiums in the amount of PLN 1.1
million, almost 40.1% more tha n in the corresponding period of 2012 and the rate of return during the 9 months

of 2013 reached 5.3%.
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16.7. Ukraine

Data from the profit and loss account T Ukraine segment L January L January

T total non -life and life insurance 30 September 30 September % change
2013 2012

Gross written insurance premiums 142,539 99,592 43.1%

Net earned premiums 122,910 83,597 47.0%

Investment income 17,828 14,821 20.3%

Net insurance claims (59,006) (40,207) 46.8%

Acquisition expenses (44,436) (27,488) 61.7%

Administrative expenses (25,743) (20,101) 28.1%

Operating profit (loss) 11,553 10,622 8.8%

PLN/UAH exchange rate 0.3933 0.4048 (2.8)%

The Ukraine Segment consists of two companies offering life insurance and property insurance.

In connection with the change of accounting principles in the PZU Group entailing abolishment of the materiality
principle as of 1 January 2013, the company offering life insurance is now consolidated. The table above
presents, in the period from 1 January to 30 September 2013, the data of two companies, while in the period

from 1 January to 30 September 2012. only the data of the previously consolidated property company.

16.7.1.  Ukraine segment i property insurance 1 PZU Ukraine

Data from the profit and loss account i Ukraine s egment LJanuary ‘i LJanuary ‘i

i property insurance 30 Sezp())ttle;nber 30 Sez%ttlegnber % change
Gross written insurance premiums 110,810 99,592 11.3%
Net earned premiums 91,028 83,597 8.9%
Investment income 9,886 14,821 (33.3)%
Net insurance claims (39,099) (40,207) (2.8)%
Acquisition expenses (31,129) (27,488) 13.2%
Administrative expenses (21,478) (20,101) 6.9%
Operating profit (loss) 9,208 10,622 (13.3)%
PLN/UAH exchange rate 0.3933 0.4048 (2.8)%
acquisition expenses ratio* 34.2% 32.9% 1.3 pp
administrative expenses ratio* 23.6% 24.0% (0.4) pp
loss ratio* 42.9% 48.1% (5.2) pp
combined ratio (COR)* 100.7% 105.0% (4.3) pp

* ratios calculated using net earned premium

The growth in gross written premium of PLN 11,218 thousand (+11.3%) in the first three quarters of 2013
compared to the same period in 2012 resulted primarily from the positive growth rate in the sales of insurance:
Green Card, Motor Own Damage, productioninterruption and tourist.

Acquisition expenses were up by PLN 3,641 thousand (+13.2%) compared to the first three quarters of 2012 and
resulted from the positive growth rate in net earned premium (8.9%), including higher sales of individual non -life,
motor and tourist insurance featuring higher sales commissions.

Administrative expenses rose by PLN 1,377 thousand (+6.9%), primarily as a result of the change to the
methodology of provisioning for leave and salary bonuses i they are updated on a monthly basis instead of

making a single yearend update as in 2012 and indexing salaries in June 2012.
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The net claims ratio improvement of 5.2 p.p. compared to the same period last year resulted from the higher net

earned premium, curtailment of popular though high -claims medical insurance and balancing the portfolio with a
profitable portfolio of hon -life insurance.

The operating profit yoy was down PLN 1,414 thousand, primarily on account of the decline in the total

investment income and the deterioration in the acq uisition expense ratio from 32.9% to 34.2% (+1.3 p.p.).

16.7.2.  Ukraine Segment 1 life insurance 1 PZU Ukraine Life

_:;)aILitfi ELoSrL]r:‘lni groﬁt and loss account i Ukraine segment 33)' éi:l::gbelr 33)' éi:l::gbelr % change
2013 2012

Gross written insurance premiums 31,729 27,369 15.9%
Net earned premiums 31,882 26,351 21.0%
Investment income 7,942 5,259 51.0%
Net insurance claims (19,907) (15,281) 30.3%
Acquisition expenses (13,307) (12,724) 4.6%
Administrative expenses (4,265) (4,030) 5.8%
Operating profit (loss) 2,345 (426) X
UAH/PLN exchange rate 0.3933 0.4048 (2.8)%
acquisition expenses ratio* 41.9% 46.5% (4.6) pp
administrative expenses ratio* 13.4% 14.7% (1.3) pp
operating margin* 7.4% (1.6)% 9.0 pp

* ratios calculated using gross written premium

As of 1 January 2013 the Ukraine Segment also contains data from the life insurance carrier; in the foregoing
table the data for the period from 1 January to 30 September 2012 have been depicted solely for comparison
purposes.

The growth in gross written premium by PLN 4,360 thousand (+15.9%) during the first three quarters of 2013
compared to the same period in 2012 resulted from the positive growth rate in the sales of endowments and
term products.

Acquisdtion expenses were up PLN 583 thousand (+4.6%) compared to the first three quarters of 2012 as a result
of the positive growth in net earned premium (+21.0%) and active cooperation with brokers and banks, featuring
higher commission charges.

Administrative expenses rose by PLN 235 thousand (+5.8%), primarily as a result of the change to the
methodology of provisioning for leave and salary bonuses i they are updated on a monthly basis instead of
making a single yearend update as in 2012 and indexing salaries in June 2012.

The operating profit yoy was higher by PLN 2,771 thousand, primarily on account of the high growth rate of sales
and higher investment income.
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