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Powszechny Zakgad Ubezpiecze®& Sp-gka Akcyjna Capita
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

INTRODUCTION

These interim consolidated finan c i a | statements of Powszechny Zakgad Ubezpi
("PZU Group") have been prepared in line with International Financial Reporting Standards as endorsed by the

Commission of European Communities as at 31 March 2014 ("IFRS"), irtluding the requirements of International
Accounting Standard 34 "lInterim Financi al Reporting" and t
of 19 February 2009 on current and periodic information transmitted by securities issuers and condition s for
acknowledgment of equivalence of information required by legal regulations of a non -member state (consolidated

wording in Journal of Laws of 2014, Item 133 i "Regulation on current and periodic information™).

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, i . e. Powsz
"Company", "parent company") forms part of these interim consolidated finan cial statements.

According to Article 45 section 1a of the Accountancy Act of 29 September 1994 (Journal of Laws of 2013, Item
330, "Accountancy Act"), 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 financial statements pursuant to IFRS, PZU6s separ ate statements ar
accordance with the Polish Accounting Standards ("PAS"), defined in the Accountancy Act, and in the executive
regulations issued on its basis, inter alia:
i Finance Minister's Regulation of 28 December 2009 on the speial accounting principles for insurance and
reinsurance companies (Journal of Laws of 2009, No. 226, Item 1825);
1 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 Q1 2014 according to IFRS
(in thousands of PLN)
FINANCIAL HIGHLIGHTS
1. Selected consolidated financial data of the PZU Group
Data from the consolidated statement of financial position thous. PLN thous. PLN thous. PLN thous. EUR 3&%?&5%2 thous. EUR
P 31 March 2014 31 March 2013 31 March 2013 31 March 2014 2013 31 March 2013
Assets 65,044,581 62,787,304 58,760,432 15,593,360 15,139,686 14,066,269
Share capital 86,352 86,352 86,352 20,701 20,822 20,671
Capital and reserves attributed t: 13,887,303 13,111,290 14,873,401 3,329,251 3,161,480 3,560,445
Non-controlling interest 357 16,341 78,537 86 3,940 18,800
Total equity 13,887,660 13,127,631 14,951,938 3,329,336 3,165,420 3,579,245
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) 160.82 151.83 172.24 38.55 36.61 41.23
thous. PLN thous. PLN thous. EUR thous. EUR
Data from the consolidated profit and loss account 1 January - 1 January - 1 January - 1 January -
31 March 2014 31 March 2013 31 March 2014 31 March 2013
Gross written insurance premium 4,353,979 4,425,923 1,039,285 1,060,406
Net earned premium 3,989,741 4,107,727 952,342 984,170
Revenue from commissions and fees 69,053 70,524 16,483 16,897
Net investment profit 535,180 428,867 127,746 102,752
Net insurance claims (2,664,166) (2,730,697) (635,930) (654,247)
Gross profit (loss) 979,569 1,054,341 233,821 252,609
Net profit (loss) attributed to holders of p 760,446 837,908 181,517 200,754
Profit (loss) attributed to holders of non-controlling interest 3) (791) 1) (190)
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) 8.81 9.70 2.10 2.32
4



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q1 2014 according to IFRS
(in thousands of PLN)
thous. PLN thous. PLN thous. EUR thous. EUR
Data from the consolidated cash flow statement 1 January - 1 January - 1 January - 1 January -
31 March 2014 31 March 2013 31 March 2014 31 March 2013
Net cash flow on operating activity 722,749 1,002,000 172,518 240,069
Net cash flow on investing activity (597,762) (874,331) (142,684) (209,481)
Net cash flow from financing activities (117,227) 52,822 (27,982) 12,656
Total net cash flow 7,760 180,491 1,852 43,244
2. Selected standalone financial data of PZU (PAS)
Data from the balance sheet thous. PLN thous. PLN thous. PLN thous. EUR Sahgl;%elrznlf)ir thous. EUR
31 March 2014 31 March 2013 31 March 2013 31 March 2014 2013 31 March 2013
Assets 31,881,959 30,136,572 31,312,907 7,643,171 7,266,727 7,495,789
Share capital 86,352 86,352 86,352 20,702 20,822 20,671
Total equity 13,058,372 12,259,761 14,164,492 3,130,528 2,956,154 3,390,744
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) 151.22 141.97 164.03 36.25 34.23 39.27
Data from technical account of non -life insurance thous. PLN thous. PLN thous. EUR thous. EUR
d technical profit and | t 1 January - 1 January - 1 January - 1 January -
andnon -technicaf profit and loss accoun 31 March 2014 31 March 2013 31 March 2014 31 March 2013
Gross written insurance premium 2,282,005 2,320,428 544,709 555,951
Technical result of non-life insurance 366,064 471,162 87,379 112,886
Net investment profit (*) 86,488 206,862 20,644 49,562
Net profit (loss) 300,596 495,106 71,752 118,622
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) 3.48 5.73 0.83 1.37
* Including the item "Share of the net profit (loss) of subordinated entities measured by the equity method"
5



Powszechny

Zakgad
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Ubezpiecze® Sp-gdka

Akcyjna Capital Group

(in thousands of PLN)

3. Selected standalone f i nanci al data of Powszechny Zakgad Ubezpiecze® na tycie
Data from the balance sheet thous. PLN thous. PLN thous. PLN thous. EUR Stlhglésc'eﬁ%zr thous. EUR
31 March 2014 31 March 2013 31 March 2013 31 March 2014 2013 31 March 2013
Assets 28,658,797 29,020,410 30,786,988 6,870,471 6,997,591 7,369,892
Total equity 4,808,763 4,446,746 7,044,940 1,152,821 1,072,228 1,686,441
Data from the technical life insurance account and the non -technical profit and loss thous. PLN thous. PLN thous. EUR thous. EUR
account 1 January - 1 January - 1 January - 1 January -
31 March 2014 31 March 2013 31 March 2014 31 March 2013
Gross written insurance premium 2,122,812 2,737,456 506,710 655,867
Technical life insurance result 444,348 342,260 106,065 82,002
Net investment profit 277,673 215,479 66,280 51,627
Net profit (loss) 340,654 326,410 81,313 78,205
6



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna

Interim Consolidated Financial Statements for Q1 2014 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 3 months ended 31 March 2014 was PLN 760.443
thousand, declining by 9.2% from the net result in the corresponding period of the previous year. The net res ult
net of one-off events® rose by 18.9% compared to last year.

ROE for the period from 1 January to 31 March 2014 was 22.5%, down 0.4 p.p. from the same period of the
previous year.

The following factors al so af f e cendedi3l Ratdd 20%4, asegnpased @ the
corresponding period of the previous year:

1 decline in the gross written premium caused by lower sales of single premium insurance in the
bancassurance channel and of motor insurance partially offset by expansion of group protection business;

1  improved profitability in group and individually continued insurance, chiefly driven by portfolio growth and
the decline in the loss ratio of protection products;

1  maintenance of cost discipline in the major lines of business making it possible to pursue growth programs
while reducing recurring administrative expenses;

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

1  appreciation of equity instruments driven by better market conditions on the Warsaw Stock Exchange
("WSE") and appreciation of debt instruments due to lower 10Y bond yields;

In addition, one -off events in 2013 exerted a material impact on the comparability of results:
1  one-time income on the consolidation of mutual funds;

1  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).

1 . . I . .
One-off events include commencing the consolidation of mutual funds, the settlement with the Green Card reinsurer and the
effect of converting long -term policies into yearly-renewable term insurance in type P group business.

7
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Zakgad

Ubezpiecze®& Sp:-Jka

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

Akcyjna

INTERIM CONDENSED CONSOLIDATED FINANCI

AL STATEMENTS

1. Interim C onsolidated Statement of Financial P osition
31 December 1 January
Assets Note 31 March 2014 2013 31 ’\;22‘2;2;'3 2013
(restated) (restated)
Intangible assets 294,524 308,726 177,587 183,238
Goodwill 8,557 8,519 8,475 8,474
Property, plant and equipment 947,973 927,281 972,651 992,317
Investment property 1,438,875 1,474,770 1,599,060 564,404
Entities measured by the equity method 9.1 68,141 48,595 692 -
Financial assets
Financial instruments held to 921 19,914,955 18,859,902 21,622,916 21,117,559
maturity
g;?:”c'a' instruments available for g, , 1,989,491 1,920,112 2,083,917 3,824,400
Financial instruments measured at g ; 4 20,492,161 19,904,176 15,197,100 15,694,482
fair value through profit or loss
Borrowings 9.24 14,145,118 14,401,538 11,861,365 9,752,615
Receivables, including receivables 9.4 3,392,458 2,671,964 2,247,154 1,840,873
under insurance contracts
Reinsurersd share | 95 532,493 526,605 567,962 749,334
Estimated recoveries and recourses 122,698 129,950 108,555 121,632
Deferred tax assets 21,199 16,949 16,814 13,963
Current income tax receivables 35,513 34,895 83,991 80,646
Deferred acquisition expenses 638,379 609,819 592,093 574,489
Other assets 9.7 230,556 195,449 188,264 178,646
Cash and cash equivalents 577,933 569,157 443,914 262,063
Assets related to continuing 64,851,024 62,608,407 58,672,510 55,950,144
operations
Assets held for sale 9.8 193,557 178,897 87,922 46,962
Total assets 65,044,581 62,787,304 58,760,432 56,006,106
8
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Powszechny

Zakgad

Ubezpiecze®& Sp:-Jka

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Akcyjna

(in thousands of PLN)

Interim Consolidated Statement of Financial P

osition (cont.)

31 December 1 Januar
Liabilities and equity Note 31 March 2014 2013 81 March 2013 2013 ’
(restated) (restated) (restated)
Equity
Issued share capital and other capital
attributable to pal
Share capital 86,352 86,352 86,352 86,352
Other capital 9,076,939 9,061,351 8,951,339 9,105,375
Treasury shares (110) (110) (110) -
Supplementary capital 8,866,385 8,855,999 8,782,487 8,780,212
Revaluation reserve 253,035 242,297 204,136 363,167
Actuarial gains and losses related to
provisionsgfor employee benefits 902 902 ) )
Exchange differences from (43,273) (37,737) (35,174) (38,004)
translation
Retained earnings 4,724,012 3,963,587 5,835,710 4,998,404
Retained earnings (losses) 3,963,566 2,397,137 4,997,802 1,743,223
Net profit (loss) 760,446 3,293,496 837,908 3,255,181
]Ei:::r:ggf ;(;:ret profit during the ) (1,727,046) ) )
Non-controlling interest 357 16,341 78,537 79,138
Total equity 13,887,660 13,127,631 14,951,938 14,269,269
Liabilities
Technical provisions 9.9
:)rrol:’:fézg;zyjﬂ”sif”Ed premiums and 4,824,745 4,540,011 4,818,611 4,537,167
Provision for life insurance 16,136,550 16,048,191 15,930,287 15,675,243
Provisions for outstanding claims 6,549,807 6,586,781 5,912,807 5,878,445
E:;‘SE::Q for capitalized value of 5,826,199 5,761,332 5,654,496 5,660,281
:;rrot\;]lzl?::ufrc;rdgonuses and discounts 3223 2.893 5003 4227
Other technical provisions 463,809 477,987 516,853 531,617
Technical provisions for life insurance
if the policyholder bears the 4,110,329 3,907,221 3,274,588 3,113,798
investment risk
Investment contracts 9.10
- with guaranteed and set conditions 677,104 1,250,492 1,303,778 1,297,224
-for the clientos 791,014 870,545 963,554 1,001,923
Provisions for employee benefits 133,056 123,380 118,565 107,307
Other provisions 9.11 192,663 192,906 259,159 267,456
Deferred tax provision 356,668 255,399 320,641 357,557
Current income tax liabilities 19,919 53,372 67,300 21,658
Derivatives 281,136 237,749 178,089 130,147
Other liabilities 9.12 10,790,699 9,351,414 4,484,673 3,152,787
tsgggﬁflsre'ated to continuing 51,156,921 49,659,673 43,808,494 41,736,837
Total Liabilities 51,156,921 49,659,673 43,808,494 41,736,837
Total liabilities and equity 65,044,581 62,787,304 58,760,432 56,006,106
9
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Powszechny Zakgad Ubezpiecze® Sp-gka

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Akcyjna

(in thousands of PLN)

2. Interim Consolidated Profit And Loss Account
1 January - 1 January -
Consolidated profit and loss account Note Y 31 March 2013
31 March 2014
(restated)
Gross written insurance premium 1) 4,353,979 4,425,923
Reinsurersdéd share in gross written (60,974) (33,597)
Net written premiums 4,293,005 4,392,326
Change in net provision for unearned premiums (303,264) (284,599)
Net earned premium 3,989,741 4,107,727
Revenue from commissions and fees 9.14 69,053 70,524
Net investment income 9.15 363,785 444,023
Net result on the realization of investments and impairment charges 9.16 (111,665) (47,082)
Net change in the fair value of assets and liabilities carried at fair value 9.17 283,060 31,926
Other operating income 9.18 105,187 204,918
. . . - 9.19

Claims and changein technical provisions 021 (2,695,268) (2,720,388)
Claims and change in insurance liabilities ceded tore-insurers 31,102 (10,309)
Net insurance claims (2,664,166) (2,730,697)
Claims and changes in valuation of investment contracts 9.20 (4,917) (11,224)
Acquisition expenses 9.21 (507,624) (480,588)
Administrative expenses 9.21 (334,083) (326,284)
Other operating expenses 9.22 (176,690) (196,959)
Operating profit (loss) 1,011,681 1,066,284
Financial expenses 9.23 (32,198) (14,400)
Share of the net profit (loss) of entities measured by the equity method 86 2,457
Gross profit (loss) 979,569 1,054,341
Income tax

- current part (125,616) (196,985)
- deferred part (93,510) (20,239)
Net profit (loss) on continuing operations 760,443 837,117
Net profit (loss), including 760,443 837,117
-profit (loss) attributed to holder: 760,446 837,908
- profit (loss) attributed to holders of non -controlling interest 3) (791)
Net profit (loss) on continuing operations 760,446 837,908
Net profit (loss) on discontinued operations - -
Basic and diluted weighted average number of common shares 86,352,300 86,352,300
Basic and diluted earnings (losses) on continuing operations per common share (in PLN) 8.81 9.70
Basic and diluted earnings (losses) per common share (in PLN) 8.81 9.70

10
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Powszechny Zakgad

Ubezpiecze®& Sp-Jgka Akcyjna
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

3. Interim Consolidated Statement of Comprehensive Income
. . 1 January - 1January -
Consolidated Statement of Comprehensive Income Note 31 March 2013
31 March 2014
(restated)
Net profit (loss) 760,443 837,117
Other comprehensive income 9.24 9,475 (153,919)
To be reclassified to profit or loss in the future 9,475 (153,919)
Measurement of financial instruments available for sale 13,871 (156,756)
Exchange differences from translation (5,534) 2,837
Reclassification of real property from property, plant and equipment to 1138 )
investment property '
Total net comprehensive income 769,918 683,198
-comprehensive income attributed to 769,919 683,982
- comprehensive income attributed to holders of non-controlling interest (1) (784)
11
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Zakgad
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Ubezpiecze® Sp-gdka

Akcyjna

Capital

Group

(in thousands of PLN)

4. Interim Statement of Changes in Consolidated Equity
Capital and reserves attributed to holders of Non -
. . . controlling Total Equity
Other capital Retained earnings interest
Statement of Changes in Actuarial gains Exchang
Consolidated Equit € i
auy Share Treasury Suppleme Revaluati differen Reta!ned Net profit
- ntary earnings Total
capital shares . on reserve ces from (loss)
capital . (losses)
translati
on

Balance as at 1 January 2014 86,352 (110) 8,855,999 242,297 902 (37,737) 3,963,587 - 13,111,290 16,341 13,127,631
Measurement of_ financial ) 13,871 ) ) ) ) 13,871 ) 13,871
instruments available for sale

Exchange differences from ) ) ) (5.536) ) ) (5.536) 2 (5.534)
translation

Reclassification of real property

from property, plant and equipment - 1,138 - - - - 1,138 - 1,138
to investment property

_Total net other comprehensive ) 15,009 - (5:536) ) ) 9.473 5 9.475
income

Net profit (loss) - - - - - 760,446 760,446 3) 760,443
Total comprehensive income - 15,009 - (5,536) - 760,446 769,919 Q) 769,918
Other changes, including: 10,386 (4,271) - - (21) - 6,094 (15,983) (9,889)
Acquisition of Ar 6,095 - - - - - 6,095 (15,983) (9,888)
shares

Sale of revalued real property 4,291 (4,271) - - (21) - Q) - Q)
Balance as at 31 March 2014 86,352 (110) 8,866,385 253,035 902 (43,273) 3,963,566 760,446 13,887,303 357 13,887,660

12



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q1 2014 according to IFRS
(in thousands of PLN)
Interim Statement of Changes in Consolidated Equity (cont.)
Capital and reserves attributed to holders of Non -
. . . controlling Total Equity
Other capital Retained earnings interest
. Charges to
Statement of Changes in Agtuarla(lj Exchang net profit
Consolidated Equit gains an e i i
auy Share Treasury Suppleme Revaluati losses related differen Reta_lned Net profit dgnng t_he
- ntary e earnings financial Total
capital shares . onreserve  to provisions ces from (loss)
capital . (losses) year
for employee translati .
) (negative
benefits on )
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
Changes in accounting principles - - (75) - - 75 - - - - -
As at 1 January 2013 after 86,352 . 8780212 363,167 . (38,004) 4,998,404 - - 14,190,131 79,138 14,269,269
reconciling to comparable data
Measurement of financial
instruments available for sale ) - (120.101) ) ) ) . ) (120,101) ) (120,101)
Other comprehensive income of
entities measured using the equity - - - - (20) - - - (20) - (20)
method
Exchange differences from ) ) ) ) 087 ) ) ) 087 5 292
translation
ACtU.aI?Ia| gains and losses rela}ted to ) ) ) 902 ) ) ) ) 902 ) 902
provisions for employee benefits
Reclassification of real property
from property, plant and equipment - - 14,445 - - - - - 14,445 - 14,445
to investment property
_Total net other comprehensive ) ) - (105,656) 902 267 . _ R (104,487) 5 (104,482)
income
Net profit (loss) - - - - - - 3,293,496 - 3,293,496 1,459 3,294,955
Total comprehensive income - - - (105,656) 902 267 - 3,293,496 - 3,189,009 1,464 3,190,473
Other changes, including: - (110) 75,787 (15,214) - - (2,601,267) - (1,727,046) (4,267,850) (64,261)  (4,332,111)
Distribution of financial result - 34,231 - - - 2,599,579 - (1,727,046) (4,292,394) - (4,292,394)
Recapitalization of PZU Lietuva - - - - - - - - - 30 30
Acquisition of Ar ; 24,568 - - - ; . ; 24,568 (64,474) (39,906)
shares
Sale of revalued real property - 16,988 (15,214) - - (1,772) - - 2 - 2
Changein the scope of (110) - - - - 84 - - (26) 183 157
consolidation
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

Balance as at 31 December

2013 86,352 (110) 8,855,999 242,297 902 (37,737) 2,397,137 3,293,496 (1,727,046) 13,111,290 16,341 13,127,631
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

Interim Statement of Changes in Consolidated Equity (cont.)

Capital and reserves attributed to hol de Non -
. . . controlling Total Equity
Other capital Retained earnings interest
Statement of Changes in Consolidated Exchange
Equi i i
quity Share Treasury Suppleme Revaluatio difference Reta_lned Net profit
- ntary s from earnings Total
capital shares . nreserve . (loss)
capital translatio (losses)
n

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
Changesin accounting principles - - - (75) - 75 - - - -
As at 1 January 2013 after reconciling to 86,352 - 8,780,212 363,167  (38,004) 4,998,404 - 14,190,131 79,138 14,269,269
comparable data
Mea_surement of financial instruments ) ) ) (156,756) ) ) ) (156,756) ) (156,756)
available for sale
Exchange differences from translation - - - - 2,830 - - 2,830 7 2,837
Total net other comprehensive income - - - (156,756) 2,830 - - (153,926) 7 (153,919)
Net profit (loss) - - - - - - 837,908 837,908 (791) 837,117
Total comprehensive income - - - (156,756) 2,830 - 837,908 683,982 (784) 683,198
Other changes, including: - (110) 2,275 (2,275) - (602) - (712) 183 (529)
Distribution of financial result - - - - - (686) - (686) - (686)
Sale of revalued real property - - 2,275 (2,275) - - - - - -
Change of the consolidation perimeter - (110) - - - 84 - (26) 183 157
Balance as at 31 March 2013 86,352 (110) 8,782,487 204,136 (35,174) 4,997,802 837,908 14,873,401 78,537 14,951,938
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Powszechny

Zakgad

Ubezpiecze®& Sp:-Jka
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Akcyjna

(in thousands of PLN)

5. Interim Consolidated Cas  h Flow Statement
. 1 January - 1 January - 31 1 January -
Consolidated cash flow statement 31 March 2014 December 2013 31 March 2013
(restated) (restated)
Cash flow on operating activity
Proceeds 5,604,901 19,910,136 5,611,291
- proceeds on grossinsurance premiums 4,245,634 16,065,448 4,272,864
- proceeds on investment contracts 166,624 1,097,951 729,576
repi;(;(iggz g;irrgmsurance commissions and share in 2,252 69,069 70,814
-Clr;?ri/gzr;tiz received from reinsurers for their share of 14,935 281,363 156,117
- proceeds for acting as an emergency adjuster 55,363 229,562 67,884
- proceeds on the sale of units by mutual fund 776,311 908,616 57,201
- other operating proceeds 343,782 1,258,127 256,835
Expenditures 4,882,152 (16,954,310) (4,609,291)
- insurance premiums paid for reinsurance (77,544) (242,809) (93,941)
;e?r(]);\]rraizzi:ns paid and profit-sharing on inward (2,223) (1,685) (685)
- gross claims paid (2,103,004) (8,354,637) (2,153,545)
- claims paid on investment contracts (820,139) (1,334,843) (768,499)
- acquisition expenditures (451,599) (1,673,032) (414,400)
- administrative expenditures (506,926) (2,075,101) (531,136)
- interest expenditures (29) (415) (20)
- income tax expenditures (141,236) (863,601) (150,930)
- expenditures for acting as an emergency adjuster (123,597) (474,690) (129,976)
- expenditures on redemption of units by mutual fund (222,506) (515,878) (32,541)
- other operating expenditures (433,349) (1,417,619) (333,618)
Net cash flow on operating activity 722,749 2,955,826 1,002,000
Cash flow on investing activity
Proceeds 162,477,429 662,791,546 148,427,134
- sale of investment property 9,112 20,982 262
- proceeds from investment property 35,274 134,991 8,312
- sale of intangible assets and components of
property, plar?t and equipment P 438 12177 1.227
- sale of ownership interests and shares 2,176,165 8,205,820 3,022,053
- realization of debt securities 18,682,145 114,078,782 20,530,930
- closing of buy-sell-back transactions 95,174,147 366,309,659 85,289,770
- closing of term deposits in credit institutions 43,104,395 152,486,255 34,446,077
- realization of other investments 3,186,249 18,892,512 4,671,950
- interest received 108,372 2,167,415 63,675
- dividends received 1,132 127,489 38,957
;Jér:;:r;eng in cash due to the change of the consolidation ) 355,464 353,021
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Zakgad

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Ubezpiecze®& Sp:-Jka

Akcyjna

(in thousands of PLN)

Interim Consolidated Cash Flow Statement (cont.)

PLNthousands

Consolidated cash flow statement

1 January -

1January - 31

1January -

31 March 2014 December 2013 31 March 2013

Expenditures (163,075,191) (665,414,979) (149,301,465)

- purchase of investment property (70,302) (391,751) (308,704)

- expenditures for the maintenance of investment (43.258) (87,860) (9,448)

property

- purchase of |ntang|b|§ assets and components of (56,543) (225.114) (61,241)

property, plant and equipment

- purchase of ownership interests and shares (3,059,617) (9,634,941) (4,505,706)

- purchase of debt securities (19,472,672) (114,022,255) (20,193,418)

- purchase of debt securities under buy-sell-back
transactions

(95,657,133)

(367,791,576)

(85,517,605)

- purchase of term deposits in credit institutions (41,038,726) (155,299,282) (34,570,204)
- purchase of other investments (3,668,439) (17,951,679) (4,130,773)
- other expenditures for investments (8,501) (10,521) (4,366)
Net cash flow on investing activity (597,762) (2,623,433) (874,331)
Cash flow from financing activities
Proceeds 95,363,672 106,079,401 3,614,456
- loans, borrowings and debt securities issues 10,746 89,889 10,866
- opening of sell-buy-back transactions 95,352,926 105,989,512 3,603,590
Expenditures (95,480,899) (106,098,984) (3,561,634)
- dividends paid to equity holders i (4,166,166) (18)
in the parent company
- amortization of loans and borrowings and redemption
of own (4,435) (209,125) (2,317)
debt securities
- closing of sell-buy-back transactions (95,474,247) (101,708,734) (3,555,960)
- interest o.n' loans and borrowings and issued (2,217) (14,959) (3,339)
debt securities
Net cash flow from financing activities (117,227) (19,583) 52,822
Total net cash flow 7,760 312,810 180,491
Cash and cashequivalents at the beginning of the period 569,157 262,063 262,063
Change in cash due to exchange differences 1,016 (5,716) 1,360
Cash and cash equivalents at the end of the period, including: 577,933 569,157 443,914
- restricted cash 95,794 110,819 14,421
17
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Powszechny Zakgad Ubezpiecze®& Sp-gka Akcyjna Capita
Interim Consolidated Financial Statements for Q1 2014 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 PZU- a joint stock company with a registered seat in Warsaw at Al.

Jana HRawg24. PZU was established by the transformation of
Treasury-owned joint stock company, pursuant to Article 97 of the Insurance Activity Act of 28 July 1990 -

uniform text in Journal of Laws No. 11 of 1996, Item 6 2, as later amended.

PZU has been entered in the National 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 Chssification of Economic Activities (PKD), the core business 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

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Ubezpiecze® Sp-gdka

Akcyjna Capital Group

(in thousands of PLN)

1.2. PZU Group companies
Date of
. obtaining o . . o .
No. Name of the entity Regls_tere control / % of shar_e c'ap|ta| held directly % of \(ot(_as held directly or
d office ) or indirectly by PZU indirectly by PZU ) )
material Line of business
influence
31 December 31 December
31 March 2014 2013 31 March 2014 2013
Consolidated entities
1 Powszechny Zakgac Warsaw n/a n/a n/a n/a n/a Non-life insurance.
2 Powszechny Zakgac Warsaw 18.12.1991 100.00% 100.00% 100.00% 100.00% Life insurance.
tycie SA ("PZU ¢ty
3 Powszechne Towarzystwo Warsaw 08.12.1998 100.00% 100.00% 100.00% 100.00% Management of pension funds
Emerytalne PZU SA
("PTE PZU")
4 PZU Centrum Operacji SA Warsaw 30.11.2001 100.00% 100.00% 100.00% 100.00% Auxiliary activity associated with
("PZU 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
("TFI PZU")
6 PZU Asset Management SA Warsaw 12.07.2001 100.00% 100.00% 100.00% 100.00% The company does not conduct any
("PZU AM") activity
7 PZU Pomoc SA Warsaw 18.03.2009 100.00% 100.00% 100.00% 100.00% Provision of assistance services
8 Mindzyzakgadowe F Warsaw  13.08.2004 100.00% 100.00% 100.00% 100.00% Management of an employee pension
Towarzystwo Emerytalne PZU SA fund
("MPTE PZUSA")
9 PrJsSC IC PZU Ukraine Kiev 01.07.2005 100.00% 100.00% 100.00% 100.00% Property insurance
("PZU Ukraine") (Ukraine)
10  PrJSCIC PZU Ukraine Life Kiev 01.07.2005 100.00% 100.00% 100.00% 100.00% Life insurance.
Insurance ("PZU Ukraine Life") (Ukraine)
11  UAB DK PZU Lietuva Vilnius 26.04.2002 99.76% 99.76% 99.76% 99.76% Property insurance
("PZU Lietuva") (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

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Ubezpiecze® Sp-gdka

Akcyjna Capital Group

(in thousands of PLN)

Date of
No. Name of the entity R(;agis_tere (;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
31March 2014  °F Dggig‘ber 31March 2014 St Dzeg‘ig"ber

13  PZU Finanse Sp. z 0.0. Warsaw 08.11.2013 100.00% 100.00% 100.00% 100.00% The company does not conduct any
activity

14  Tower Inwestycje Sp. z 0.0. Warsaw 27.08.1998 100.00% 100.00% 100.00% 100.00% Other services activity, excluding

("Tower Inwestycje") insurance and pension funds.

15  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

16 Armatura Krak-w ¢ Cracow 07.10.1999 100.00% 92.75% 100.00% 92.75% Distribution of Armatura Group products,
administration and management of the
Group

17  Armatoora SAY Nisko 10.12.2008 100.00% 92.75% 100.00% 92.75% Production and sale of radiators and
sanitary fittings

18  Armaton SAY Cracow 10.02.2009 100.00% 92.75% 100.00% 92.75% Utilization of available funds, growth
investments

19  Armagor SAY Cracow 06.09.2009 100.00% 92.75% 100.00% 92.75% Production of water, gas and central
heating fixtures

20  Armadimp SAY Cracow 20.07.2012 100.00% 92.75% 100.00% 92.75% Production of ceramic sanitary products

21  Ipsilon Sp. z 0.0. Warsaw 02.04.2009 100.00% 100.00% 100.00% 100.00% The company does not conduct any
activity

22  Ipsilon Bis SA Warsaw 02.09.2011 100.00% 100.00% 100.00% 100.00% The company does not conduct any
activity

23 Omicron SA Warsaw 13.09.2011 100.00% 100.00% 100.00% 100.00% The company does not conduct any
activity

24  LLC SOS ServicedJkraine Kiev 01.07.2005 100.00% 100.00% 100.00% 100.00% Assistance services

(Ukraine)

25  PZU SFIO Universum Warsaw 15.12.2009 n/a n/a n/a n/a Investment of funds collected from fund
members

26  PZU FIZ Akcji Warsaw 27.01.2010 n/a n/a n/a n/a as above

27  PZU FIZ Dynamiczny Warsaw 27.01.2010 n/a n/a n/a n/a as above

26 PZU Fl1 Z Sektor @ M Warsaw 01.07.2008 n/a n/a n/a n/a as above

29 PZU Fl1Z Sektora?M Warsaw 21.11.2011 n/a n/a n/a n/a as above
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Capital Group

(in thousands of PLN)

Date of
. obtaining o . . o .
No. Name of the entity Regls_tere control / % of shar_e c'ap|ta| held directly % of \(ot(_as held directly or
d office . or indirectly by PZU indirectly by PZU ) )
material Line of business
influence
31 December 31 December
31 March 2014 2013 31 March 2014 2013

30 PZUFIZSektoraNi er uc ho®m Warsaw 24.02.2012 n/a n/a n/a n/a as above
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Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

Date of
. obtainin . . .
Voo Nameormeenmy UM comy OISy ol ot e el o -
material Line of business
influence
31March2014 % Dgg‘l*smber 31 March2014 ot Dzeg‘ig"ber
31 PZU FlI Z Aktyw-w DM Warsaw 12.12.2012 n/a n/a n/a n/a as above
BIS 1
32 PZU FI Z Aktyw-w I Warsaw  19.11.2012 n/a n/a n/a n/a as above
BIS 2
33  PZU EnergiaMedycyna Ekologia Warsaw 20.12.2007 n/a n/a n/a n/a as above
34 PzU DgulUny Rynk-v Warsaw 20.11.2006 n/a n/a n/a n/a as above
35 PZU Akciji Rynk - w  Warsaw 20.11.2006 n/a n/a n/a n/a as above
36 PZU Akcji Sp-0gek Warsaw 20.11.2006 n/a n/a n/a n/a as above
37 PZU FIZ Forte Warsaw 27.12.2012 n/a n/a n/a n/a as above
38 PZU FlI Z Aktyw-w DM Warsaw 08.11.2011 n/a n/a n/a n/a as above
RE Income?
39 PZU FI O Got - - wkowy Warsaw 01.07.2005 n/a n/a n/a n/a as above
Co-subsidiary
40  Armatura Tower Sp. z 0.0. Cracow 08.11.2013 50.00% 50.00% 50.00% 50.00% Execution of construction projects.
Associates
41 GSU Pomoc G-rnicz Tychy 08.06.1999 30.00% 30.00% 30.00% 30.00% Insurance service
Ubezpieczonych SA
42  EMC Instytut Medyczny SA (medical Wr oc § 18.06.2013 28.58% 29.87% 25.41% 25.31% Human health activities, research and
institute) development on medical sciences and
pharmaceutical practice
 Information on the change of exposure in Armatura Kr ak - w SA are p23%sented in item
2As at 31 March 2014, PZU FI Z Sektora NieruchomoSci, PZU Fl ZZSdkt ywa wNiNée epaulbdémeSaiych, REZUnElbmeS

investment activity through subsidiary commercial law companies operating as specialpurpose vehicles and investing in individual properties, whose number was respectively: 37, 9, 9, 6 for each of
the funds (on 31 December 2013: 37, 8, 9, 6).
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(in thousands of PLN)

1.2.1. Non -controlling interest

In the PZU Group there are no subsidiaries in which there would be hold non-controlling interests of material
importance to the PZU Group. They have non-controlling interests of 0.24% and 0.66%, respectively in the equity
and votes of PZU Lietuva and UAB ZU Lietuva Gyvybes Draudimas.

2. Changes in organization of the PZU Group

2.1. Changes to the consolidation of mutual funds

Information on the application of IFRS 10 as of 1 January 2014 has been presented in item 3.3.1.
2.2. Acquisition of shares in EMC Instytut Medyczny

On 23 December 2013,PZU Fundusz I nwestycyjny Zamkninty Ak+ndw:-w Ni ep
Mutual Fund of Unlisted Assets BIS 21 fPZU FIZ AN BIS 3 )oncluded a final agreement on the acquisition of

948,370 shares in EMC from the new issue at a nominal value of PLN 4 per share and an issue price of PLN 19.50

per share. The total purchase price for the acquisition of the new issue was PLN 18,493 thousand.

On 14 March 2014 EMCO6s capital increase was registered und
PLN 4 per share and an issue price of PLN 19.50 per share. According to the foregoing final agreement PZU FIZ

AN BIS 2 subscribed for 948370 shares (representing 25.685% of the new issue shares). As a result of the

capital increase PZU FIZ AN BIS 2 holds a total of 3,435,638 shares representing 28.58% of the share capital and

giving it the right to 25.41%eetnf. the votes at EMCO6s sharehc

The subscription for the new issue shares was not aligned
capital and votes at the shareholder meeting. As a result of the change to the stake in the share capital, these

consolidated financial statements have recognized non-recurring income of PLN 966 thousand, which is carried in

the line item entitled "Net investment income".

2.3. Il ncreasing the equity stake in Armatura Krak-w SA

As at 31 December 2013 PZU FIZ AN BIS 2 held a total of 75,125,538 shares representing 92.75% of the share
capital in Armatura Krak-w SA and giving it the right to 9¢

As a result of the equity squeeze out, on 23 January 2014 PZU FIZ AN BIS 2 acquired 5,517,888 shares in
ArmaturaKrak - w SA. As a result of this transaction, PzZzU FI Z AN
representing 99.56% of the share capital in Armatura Krak:
the shareholder meeting.

In transactions cleared on 3 March 2014 and 14 March 2014 PZU FIZ AN BIS 2 acquired 298,399 and 58,175

shares, respectively. As a result of these transactions, PZU FIZ AN BIS 2 came to hold a total of 81,000,000

shares representing 100% of the share capital in Armatura Krak - w SA and giving it the righ
votes at the shareholder meeting.

On 9 January 2014 an application was filed with the Polish Financial Supervision Authority ("Polish FSA") for a

permit to reinstate t heSAdnhthe foensof aodbcumentn.a.towvedurnkhe dekisiow to

record the shares electronically. On 18 February 2014, KNF issued a decision to dematerialize the shares.
According to this decision, a s SAdeasedl @o b&dlsubjecthto tellidatioAsr mat ur a
following from the Act of 29 July 2005 on Public Offerings and the Conditions for Introducing Financial

Instruments on an Organized Trading Platform and on Public Companies (consolidated text in the Journal of Laws

of 2013, ltem 1382).
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(in thousands of PLN)

3. Key accounting principles (accounting policy)

Detailed accounting principles (accounting policy) are presented in the annual consolidated financial statements
of the Powszechny Zakgdad Ubezpiecze®& Sp-gka Akcyjemta
Board on 11 March 2014 for which the auditor issued an unqualified opinion on the same date ("Consolidated
financial statements of the PZU Group for 2013").

The consolidated financial statements of the PZU Group for 2013 are available on the PZU websie at www.pzu.pl
in the "Investor Relations / Financial Information” tab.

3.1 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 31 March 2014, including in
compliance with the requirements of IAS 34 "Interim Financial Reporting” and in compliance with the
requirements set forth in the Regulation on current and periodic information.

24

Capita

Capita


http://www.pzu.pl/

Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna Capital Group
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(in thousands of PLN)

3.2. Introduction of new IFRS

3.2.1. Standards, interpretations and amended standards effective from 1 January 2014

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

Effective Date Regulation
for annual periods approving the
starting standard or

from interpretation

Standard/interpretation Commentary

IFRS 10 supersedes the guidelines on consolidation set forth in IAS 27 "Consolidated and standalone financial
statements" and SIC-12 "Consolidation i special purpose entities" by implementing a uniform model of
consolidation for all entities on the basis of contro |, notwithstanding the nature of the investment (i.e. whether
an entity is controlled through investorsd voting
applied to specialpurpose entities). According to IFRS 10 control is based on whether an investor has the
ability to control and investment, exposure or the right to variable earnings coming from the involvement in
the investment and the ability to take advantage of control over the investment to affect the amount of return

IFRS 107 Consolidated 1 January 2013 ¥ 1254/2012 from the investment.

Financial Statements
As a result of applying IFRS 10, from the outset of 2014, Sub-fund PZU Energia Medycyna Ekologia, Sufund
PZU Akcji Rynk-w Wanho dPzZzZNk yAckhc,j iSuSp - ek Dywi dendow
to consolidation. The balance sheet assds and liabilities recognize the assets and liabilities of the consolidated
funds instead of the fund units. The impact exerted by applying the new standard on the consolidated
statement of financial position, the consolidated statement of profit and loss and the consolidated statement of
comprehensive income has been presented in item 3.3.1. On account of the retrospective application of the
new standard, the data for 2013 have been transformed.
IFRS 11 implements new accounting regulations in respect of joint contractual arrangements, replacing IAS 31
"Interests in joint ventures". The ability to apply the proportionate consolidation method has been eliminated.
Moreover, IFRS 11 eliminates the term "jointly -controlled assets" leaving intact the distinction between joint

1 January 2013 Y 1254/2012 operations and a joint venture.

IFRS 117 Joint
Arrangements

The application of IFRS 11 will have no material impact on the consolidated financial statements of the PZU
Group.
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(in thousands of PLN)

Effective Date

Standard/interpretation for annual periods

Regulation
approving the

Commentary

starting standard or
from interpretation
IFRS 12 requires the provision of more information on the entities subject to consolidation and the entities not
subject to consolidation. The purpose of IFRS 12 is to provide information in such a way that the users of
financial statements may assess the basis for control, the limitations imposed on consolidated assets and
liabilities and equity, the exposure to risk stemming from the involvement in structural entities not subject to
i Di consolidation and the involvement of non-controlling holders of interests in the operations of consolidated
IFRS 12i Disclosure of 1 January 2013 1254/2012 = 9 P
Interests in Other Entities entities.
As a result of applying IFRS 12 the PZU Group has made additional disclosures concerning the associates and
joint ventures it holds. Since the PZU Group does not have subsidiaries holding non-controlling interests of
material significance to the PZU Group, no disclosures required by IFRS 12 for such entities have been made.
Transition guidance These amendments aim to provide additional explanations on the temporary regulations in IFRS 10, IFRS 11
(amendments to IFRS 10, 1 January 2013 % 313/2013 and IFRS 12 in such a way so as to curtail the requirements of transforming comparable data solely to the
IFRS 11 and IFRS 12) previous comparable period.
These amendments give a release from the requirement of consolidation (according to IFRS 10) and they
require that investment entities recognize the individual subsidiaries at fair value through the financial result
Amendments to IFRS 10, . S - . . .
IERS 12. 1AS 271 instead of through consolidation. These amendments also contain requirements concerning disclosures for
, _ '| 1 January 2014 1174/2013 investment entities.
Investment Entities
This amendment does not apply to the PZU Group.
The requirements concerning standalone financial statements have not changed and are laid down in the
T revised IAS 27. Other parts of IAS 27 were replaced by IFRS 10.
Amended IAS 271 Separate 1 January 2013 9 1254/2012 P P y
Financial Statements
This amendment does not apply to the PZU Group.
Amended IAS 287
Investments in Associates 1 January 2013 Y 1254/2012 IAS 28 was changed as a result of publishing IFRS 10, IFRS 11 and IFRS 12.
and Joint Ventures
The amendments state more precisely the rules for offsetting and concentrate on four major areas: explaining
Amendments to IAS 321 what it means "to have an enforceable right to set off"; simultaneously making set offs and settlements;
Offsetting Financial Assets 1 January 2014 1256/2012 offsetting security; the meaning of a clearing entity for offsetting.

and Financial Liabilities

The amendment had no impact on the consolidated financial statements of the PZU Group.
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Standard/interpretation

Effective Date
for annual periods
starting
from

Regulation
approving the
standard or
interpretation

Commentary

Amendments to IAS 36 1
Recoverable Amount
Disclosures for Non-Financial
Assets

1 January 2014

1374/2013

The changes to IAS 36 to a limited extent pertain to the additional precision given to the requirement to
disclose information on the recoverable value of assets for which an impairment charge has been made and
simultaneously this recoverable value is baseal on fair value minus the costs of sale.

The amendment had no impact on the consolidated financial statements of the PZU Group.

Amendments to IAS 391
Novation of Derivatives and
Continuation of Hedge
Accounting

1 January 2014

1375/2013

Changes of limited scope afford the opportunity to continue applying security accounting in the event of
novating a derivative (designated as a hedge) in such a way so that the central counterparty becomes a party
thereto provided that it meets certain con ditions.

The change did not affect the PZU Groupds consolid

9 The European Commission voted for this regulation to become effective no later than for annual periods starting from 1 Janu ary 2014 (early implementation was permitted).
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3.2.2.

Standards, interpretations and amended standards issued but not effective

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

1 not approved by the European Commission:

Standard/interpretation

Date of issue by the
International
Accounting Standards

Board

Effective date for
annual periods
starting from
(according to

IASB)

Commentary

IFRS 97 Financial
Instruments

12 November 2009
16 December 2011

(update)

On 19 November
2013 the
International
Accounting Standards
Board announced the
postponement of the
timing for the
obligatory
implementation of
the standard on
account of not
completing the phase
of work pertaining to
the impairment of
value. The new date
for implementation
will be set in the
future when the draft
version of IFRS 9 will
be closer to
completion.

On 19 November 2013 the International Accounting Standards Board ("IASB") published another series of
changes to the accounting of financial instruments. This standard sets a single approach to determine
whether financial assets are measured at amortized cost or fair value, replacing numerous principles
prescribed by IAS 39. The approach of IFRS 9 is based on an assessment of how the entity manages financial
instruments (i.e. based on an assessment of the business model) and an assessment of the character of the
contractual cash flow associated with financial assets. The new standard also requires the application of a
single method to assess impairments, replacing numerous methods to assess impairment as prescribed by IAS
39. The new requirements for settling financial liabilities concern the issue of the volatility of the financial
result stemming from the i ssuer 0svaldeelASBslécided tomaintaméha <
current measurement at amortized cost in reference to most liabilities, effecting a change only in regulations
concerning proprietary credit risk. Under the new requirements an entity which decides to measure liabiliti es
at fair value presents the change of fair value following from changes to its proprietary credit risk in other
comprehensive income instead of in the statement of profit and loss. The changes of November 2013 will
introduce material changes to security accounting and will make it possible to apply the recognition of
proprietary credit risk without having to change other accounting standards for financial instruments.

Due to the remote and unspecified effective date, anticipated further amendments to acc ounting 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.

Changes to IAS 197
Employee benefitsi Defined
benefits plans i employee
contributions

21 November 2013

1 July 2014

Minor changes concern the scope of application of IAS 19 to contributions from employees or third parties
paid in favor of defined benefits schemes. The purpose of the changes is to simplify the settlement of
contributions that do not depend on the number of years worked (e.g. employee contributions computed as a
fixed percentage of salary).

The amendment will have no impact on the consolidated financial statements of the PZU Group.

IFRS 147 Regulatory
defarral account balances

30 January 2014

1 January 2016

Enabling entities applying IFRS for the first time, which currently recognize regulatory deferral account
balances in accordance with their previous, generally accepted accounting standards to continue recognizing
these balances after switching to IFRS.

This amendment does not apply to the PZU Group.

- @
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Standard/interpretation

Date of issue by the
International
Accounting Standards

Board

Effective date for
annual periods
starting from
(according to

IASB)

Commentary

Improvements to IFRS 2010-
2012

12 December 2013

1 July 2014

Changes to various standards and interpretations under the procedure for making annual corrections to
Standards (IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38), mostly directed at solving
incongruences and tightening terminology. The changes made state more precisely the required accounting
recognition in situations in which previously it was permissible to have an arbitrary interpretation. The most
important ones are new or changed requirements concerning: the definition of a "condition to ac quire rights";
settling a conditional payment in the combination of ventures; aggregation of operating segments and
reconciliation of the sum of assets of reporti-em
receivables and payables; propottionate transformation of accumulated depreciation in the revaluation model
and the definition of key members of management.

The amendment will have no material impact on the consolidated financial statements of the PZU Group.

Improvements to IFRS 2011-
2013

12 December 2013

1 July 2014

Changes to various standards and interpretations under the procedure for making annual corrections to
Standards (IFRS 1, IFRS 3, IFRS 13 and IAS 40), mostly directed at solving incongruences and tightening
terminology. The changes made state more precisely the required accounting recognition in situations in
which previously it was permissible to have an arbitrary interpretation. The most important ones are new or
changed requirements concerning: the significance of the IFRS in force in IFRS 1; the scope of exemptions
concerning joint ventures; the scope of paragraph 52 of IFRS 13 (portfolio exemption) and stating more
precisely the relationship between IFRS 3 and IAS 40 concerning the classification of properties as irvestment
properties or properties occupied for its own use.

The amendment will have no material impact on the consolidated financial statements of the PZU Group.

IFRIC 21 Interpretation i
Levies

20 May 2013

1 January 2014

IFRIC 21 is an interpretation of IAS 37 i Provisions, contingent liabilities and contingent assets. IAS 37
specifies the criteria for recognizing a liability, with one of them being the requirement to have a current
obligation following from past events (referred to as a n obligating event). The interpretation explains that an
event leading to the emergence of a liability to remit a public fee is a activity subject to a public fee
prescribed by the appropriate legal regulations.

The amendment will have no impact on the co nsolidated financial statements of the PZU Group.

Amendments to IFRS 117
Accounting for acquisitions
and interests in joint

S

6 May 2014

1 January 2016

The amendment states more precisely that the buyers of interests in joint operations should apply all the
standards concerning acquisition accounting resulting from IFRS 3 and other IFRS, which are not in
contradiction with IFRS 11 and disclose the information required under these standards.

The amendment should have no impact on the consolidated financial statements of the PZU Group.

+wrime—..2nts to IAS 16 and
IAS 381 explaining
acceptable depreciation

12 May 2014

1 January 2016

The amendment states more precisely that it is not proper to adopt amortization methods based on revenues
generated by assets.
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(in thousands of PLN)

Standard/interpretation

Date of issue by the
International
Accounting Standards

Board

Effective date for
annual periods
starting from
(according to

IASB)

Commentary

methods

The amendment should have no impact on the consolidated financial statements of the PZU Group
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3.3. Changes to accounting  principles (accounting policy) and comparability of financial data
In January 2014 the following changes described below have been made to accounting standards (policy).

3.3.1. Application of IFRS 10

The PZU Group has applied IFRS 10 as of 1 January 2014, which s the date of first application within the
meaning of item C2B of IFRS 10.

As a result of applying IFRS 10 the following mutual funds are subject to consolidation: Sub-fund PZU Energia

Medycyna Ekologia, Subf und PZU Akcj i Ry nk --fund P®&Jc & d 7 Nc YSph Je8ulDywi dendo
PZU FIZ Forte. This means that the assets and liabilities of these funds have been recognized in the pertinent line

items of these consolidated financial statements instead of the hitherto presentation of the value of the

investment in a given fund at fair value in the appropriate line item of "Financial assets" in the consolidated

statement of financial position.

Information on material estimates adopted by the PZU Group in conjunction with the application of IFRS 10 has
been presented in item 4.

The tables present the impact of applying IFRS 10 on the consolidated statement of financial position, the
consolidated profit and loss statement and the consolidated statement of other comprehensive income.
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31December ) yiigime  SLDECEMBEr 51 Miarch 2013 Adjustme 31 March 2013 1 January _ 1 January
Assets 2013 nt 2013 historical nt iated 2013 Adjustment 2013
(historical) (restated) (historical) (restatea) (historical) (restated)
Intangible assets 308,726 - 308,726 177,587 - 177,587 183,238 - 183,238
Goodwill 8,519 - 8,519 8,475 - 8,475 8,474 - 8,474
Property, plant and equipment 927,281 - 927,281 972,651 - 972,651 992,317 - 992,317
Investment property 1,474,770 - 1,474,770 1,599,060 - 1,599,060 564,404 - 564,404
Entities measured by the equity 48,505 ) 48,595 692 ) 692 ) ) )
method
Financial assets
;'gﬁjr‘rlct;‘;"' instruments held to 18,859,902 . 18,859,902 21,622,916 . 21,622,916 21,117,559 - 21,117,559
gg;:”c'a' instruments available for 1,922,173  (2,061) 1,920,112 2,985,969 (2,052) 2,983,917 3,924,501 (100,092) 3,824,400
Financial instruments measured at 10,790,102 114,074 19,904,176 15,192,662 4,438 15,197,100 15,628,401 66,081 15,604,482
fair value through profit or loss
Borrowings 14,116,537 285,001 14,401,538 11,861,365 - 11,861,365 9,752,615 - 9,752,615
Receivables, including receivables 2,664,986 6,978 2,671,964 2,247,156 @ 2,247,154 1,835,793 5,080 1,840,873
under insurance contracts
Reinsurerso share 526,605 - 526,605 567,962 - 567,962 749,334 - 749,334
provisions
Estimated recoveries and recourses 129,950 - 129,950 108,555 - 108,555 121,632 - 121,632
Deferred tax assets 16,949 - 16,949 16,814 - 16,814 13,963 - 13,963
Current income tax receivables 34,895 - 34,895 83,991 - 83,991 80,646 - 80,646
Deferred acquisition expenses 609,819 - 609,819 592,093 - 592,093 574,489 - 574,489
Other assets 195,449 - 195,449 188,264 - 188,264 178,646 - 178,646
Cash and cash equivalents 548,266 20,891 569,157 442,653 1,261 443,914 136,586 125,477 262,063
Qggf;f‘i:;fted to continuing 62,183524 424,883 62,608,407 58,668,865 3,645 58,672,510 55,862,598 96,546 55,950,144
Assets held for sale 178,897 - 178,897 87,922 - 87,922 46,962 - 46,962
Total assets 62,362,421 424,883 62,787,304 58,756,787 3,645 58,760,432 55,909,560 96,546 56,006,106
. . 31December  \yisime  SLDECEMPEr 39 parch 2013 Adjustme 31 March 2013 1 January . 1 January
Liabilities and equity 2013 nt 2013 historical nt restated 2013 Adjustment 2013
(historical) (restated) ( ) ( ) (historical) (restated)
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o . 31December ) yiigime  SLDECEMBEr 51 Miarch 2013 Adjustme 31 March 2013 1 January . 1 January
Liabilities and equity '2013? nt 2013 (historical) nt (restated) 2013 Adjustment 2013
(historical) (restated) (historical) (restated)
Equity
Issued share capital and other capital
attributable to pc¢
Share capital 86,352 - 86,352 86,352 - 86,352 86,352 - 86,352
Other capital 9,061,508 (157) 9,061,351 8,951,490 (151) 8,951,339 9,105,450 (75) 9,105,375
Treasury shares - (110) (110) - (110) (110) - - -
Supplementary capital 8,855,999 - 8,855,999 8,782,487 - 8,782,487 8,780,212 - 8,780,212
Revaluation reserve 242,344 47) 242,297 204,177 (41) 204,136 363,242 (75) 363,167
Actuarial gains and losses related
to provisions for employee 902 - 902 - - - - - -
benefits
Exchange differences from
translatioa (37,737) - (37,737) (35,174) - (35,174) (38,004) - (38,004)
Retained earnings 3,963,586 1 3,963,587 5,835,699 11 5,835,710 4,998,329 75 4,998,404
Retained earnings (losses) 2,396,978 159 2,397,137 4,997,643 159 4,997,802 4,998,329 75 4,998,404
Net profit (loss) 3,293,654 (158) 3,293,496 838,056 (148) 837,908 - - -
(_:harg_es to net profit during the (1,727,046) ) (1,727,046) ) ) ) ) ) )
financial year
Non-controlling interest 16,341 - 16,341 78,537 - 78,537 79,138 - 79,138
Total equity 13,127,787 (156) 13,127,631 14,952,078 (140) 14,951,938 14,269,269 - 14,269,269
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o . 31December ) yiigime  SLDECEMBEr 51 Miarch 2013 Adjustme 31 March 2013 1 January . 1 January

Liabilities and equity 2013 nt 2013 historical nt restated, 2013 Adjustment 2013
(historical) (restated) ( ) ( ) (historical) (restated)

Liabilities
Technical provisions

Provision for unearned premiums 4,540,011 - 4,540,011 4,818,611 - 4,818,611 4,537,167 - 4,537,167

and for unexpired risks

Provision for life insurance 16,048,191 - 16,048,191 15,930,287 - 15,930,287 15,675,243 - 15,675,243

Provisions for outstanding claims 6,586,781 - 6,586,781 5,912,807 - 5,912,807 5,878,445 - 5,878,445

:;?1\3::22 for capitalized value of 5,761,332 - 5,761,332 5,654,496 - 5,654,496 5,660,281 - 5,660,281

P_rowsmns for bonuses and 2.893 ) 2,893 5,003 i} 5,093 4,227 - 4,227

discounts for the insureds

Other technical provisions 477,987 - 477,987 516,853 - 516,853 531,617 - 531,617

Technical provisions for life

insurance if the policyholder bears 3,907,221 - 3,907,221 3,274,588 - 3,274,588 3,113,798 - 3,113,798

the investment risk
Investment contracts

- with guaranteed and set 1,250,492 - 1,250,492 1,303,778 - 1,303,778 1,297,224 - 1,297,224

conditions

-for the clientds 870,545 - 870,545 963,554 - 963,554 1,001,923 - 1,001,923
Provisions for employee benefits 123,380 - 123,380 118,565 - 118,565 107,307 - 107,307
Other provisions 192,906 - 192,906 259,159 - 259,159 267,456 - 267,456
Deferred tax provision 255,399 - 255,399 320,641 - 320,641 357,557 - 357,557
Current income tax liabilities 53,372 - 53,372 67,300 - 67,300 21,658 - 21,658
Derivatives 237,749 - 237,749 178,065 24 178,089 129,921 226 130,147
Other liabilities 8,926,375 425,039 9,351,414 4,480,912 3,761 4,484,673 3,056,467 96,320 3,152,787
Efggﬂiisre'md to continuing 49,234,634 425,039 49,659,673 43,804,709 3,785 43,808,494 41,640,291 96,546 41,736,837
Total liabilities 49,234,634 425,039 49,659,673 43,804,709 3,785 43,808,494 41,640,291 96,546 41,736,837
Total liabilities and equity 62,362,421 424,883 62,787,304 58,756,787 3,645 58,760,432 55,909,560 96,546 56,006,106

34



Powszechny Zakgad

Ubezpiecze®& Sp:-Jka

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

Akcyjna

1 January - 1 January -
Consolidated profit and loss account 31 March 2013 Adjustment 31 March 2013
(historical) (restated)
Gross written insurance premium 4,425,923 - 4,425,923
Reinsurersd share in gross writte (33,597) - (33,597)
Net written premiums 4,392,326 - 4,392,326
Change in net provision for unearned premiums (284,599) - (284,599)
Net earned premium 4,107,727 - 4,107,727
Revenue from commissions and fees 70,564 (40) 70,524
Net investment income 444,037 (14) 444,023
Net result on the realization of investments and impairment charges (46,952) (130) (47,082)
Net change in the fair value of assets and liabilities carried at fair value 31,926 - 31,926
Other operating income 204,918 - 204,918
Claims and change in technical provisions (2,720,388) - (2,720,388)
Claims and change in insurance liabilities ceded to reinsurers (10,309) - (10,309)
Net insurance claims (2,730,697) - (2,730,697)
Claims and changes in valuation of investment contracts (11,224) - (11,224)
Acquisition expenses (480,588) - (480,588)
Administrative expenses (326,284) - (326,284)
Other operating expenses (196,959) - (196,959)
Operating profit (loss) 1,066,468 (184) 1,066,284
Financial expenses (14,400) - (14,400)
Share of the net profit (loss) of entities measured by the equity method 2,457 - 2,457
Gross profit (loss) 1,054,525 (184) 1,054,341
Income tax
- current part (196,985) - (196,985)
- deferred part (20,275) 36 (20,239)
Net profit (loss) on continuing operations 837,265 (148) 837,117
Net profit (loss), including 837,265 (148) 837,117
-profit (loss) attributed to hold 838,056 (148) 837,908
- profit (loss) attributed to holders of non -controlling interest (791) - (791)
1 January - 1 January -
Consolidated Statement of Comprehensive Income 31 March 2013 Adjustment 31 March 2013
(historical) (restated)
Net profit (loss) 837,265 (148) 837,117
Other comprehensive income (153,953) 34 (153,919)
To be reclassified to profit or loss in the future (153,953) 34 (153,919)
Measurement of financial instruments available for sale (156,790) 34 (156,756)
Exchange differences from translation 2,837 - 2,837
Total net comprehensive income 683,312 (114) 683,198
-comprehensive income attributed 684,096 (114) 683,982
- comprehensive income attributed to holders of non-controlling interest (784) - (784)

4. Critical accounting estimates and judgments

The criti esti mates and

2013.
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In connection with the application of IFRS 10 as of 1 January 2014, the PZU Group has assumed that it exercises
control over a mutual fund if the following conditions are jointly met:

1 the PZU Group companies jointly have the capacityto use their authority over the fund to influence the value
of the return from the investment, with the prerequisites for this capacity being, among others, control over
the mutual fund company, significant percentage of the total number of votes at the me eting of investors or
board of investors;

1 the total exposure of the PZU Group companies to variable returns from exposure to a mutual fund is

significant, which means that the total percentage of PZ
toorgreater than 20% (where when determining this total p
assets of life insurance in which the investment risk is borne by the policyholder and investment contracts for
the clientds accounarenathaldeniatoactobnd. cl i ent 6s r i sk
The PZU Group allows for maintaining a fundbés consolidatio
may be) for a period of the next 2 quarters after the quarter at whose end a decline (or increase, as the case
maybe) in the percentage of a fundbés net assets occurs belo

in which this decline (or increase, as the case may be) stems from deposits (or disbursements, as the case may
be) made by members from outside the PZU Group.

5. Corrections of errors from previous years

In the 3 -month period from 1 January to 31 March 2014, no corrections were made of errors from previous years.

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

6.1. Period covered by the interim consolidated financial statements

These interim consolidated financial statements cover the period of 3 months from 1 January to 31 March 2014.

The financial statements of subsidiaries are prepared for the same repor t i ng period as the pare
statements with the reservation that the financial statements of the consolidated mutual funds are prepared as of

the date for which the last official measurement is published of the units or investment certificates of these funds,

forming the basis for recognizing the measurement of these funds in the consolidated financial statements of the

PZU Group entities.

6.2. Functional and presentation currency

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

6.3. 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 hit herto activity.
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6.4. Discontinued operations
In the period of 3 months ended 31 March 2014, PZU Group entities did not discontinue any type of activity,
except for PZU AM, which discontinued its brokerage activity
6.5. Seasonality and business cycles
Activity of the PZU Group is not seasonal and is not subject to business cycles to an extent that would justify
application of the suggestion included in Clause 21 of IAS 34.
6.6. 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 .
Currenc 1 January i 31 March 31 81 1 January i 31 March 1 January
y 31 March 2014 December December 31 March 2013 2013
2014 2013 2013
2013
LTL 1.2134 1.2081 1.2196 1.2011 1.2088 1.2099 1.1840
UAH 0.3080 0.2693 0.3886 0.3706 0.3896 0.4006 0.3825
EUR 4.1894 4.1713 4.2110 4.1472 4.1738 4.1774 4.0882
These FX rates:
1 forline items in the statement of financial position T mean NBP exchange rates on the balance sheet date;
1 for profit and loss account, statement of comprehensive income and cash flow statement line items 1
exchange rates calculated as mean NBP exchange rates for the last day of each month of the given period.
7. Information about major events that materially influence the structure of
financial statement items
7.1. Application of IFRS 10
Information on the application of IFRS 10 has been presented in item 3.3.1.
8. Significant events after the end of the reporting period
8.1. Acquisition of shares in Link4 Towarzystwa Ubezpieczed

On 17 April 2014, as a result of the conclusion of negotiations, an agreement was signed for the purchase of

shares in Link4 Towarzystwo Ubezpiecze® Sp-gka Akcyjna

a limited liability company incorporated in England and Wales with its registered office in West Sussex, the United
Kingdom ("RSA") as the seller and PZU as the buyer ("Link4 Share Purchase Agreement").

Under the Link4 Share Purchase Agreement, PZU will acquire from RSA 111,354,305 registered shares in Link4
("Link4 Shares") with a par value of PLN 1.00 each.

The purchase of the Link4 Shares provided for in the Link4 Share Purchase Agreement is subject to the fulfillment
of the following conditions precedent ("Conditions Precedent No. 1").

T obtaining KNF&ds consent for the transaction covered

1 obtaining antimonopoly consent from the European Commission or the Office of Competition and Consumer
Protection (depending on which of these authorities will have jurisdiction over the matter) together with a
statement of no objection; such antimonopoly consent should be unconditional or contain conditions
acceptable to PZU;
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1 obtaining consent from KNF for the repayment of the loan granted under the subordinated loan agreement
between InTouch Insurance Group B.V. and Link4 of 4 March 2009, as amended;

9 obtaining consent from the Ukrainian antimonopoly authority.

The fulfillment of Conditions Precedent No. 1 should take place by 17 January 2015. The Link4 Share Purchase
Agreement will be terminated if Conditions Precedent No. 1 are not fulfilled by 17 January 2015.

Payment for the Link4 Shares on the transaction closing date as specified in the Link4 Share Purchase Agreement
will be EUR 90,000 thousand plus an estimated amount of compensation for the difference between the
estimated net asset value and the notional net asset value ("Estimated Compensation Amount No. 1").

The actual amount of compensation will be determined after the closing of the transaction provided for in the
Link4 Share Purchase Agreement based on the closing balance sheet prepared by PZU and ggroved by RSA
("Closing Balance Sheet No. 1"). If the actual amount of compensation equal to the difference between the net
asset value and the notional net asset value determined on the basis of Closing Balance Sheet No. 1 is:

1 lower than Estimated Compensation Amount No. 1, then RSA will pay PZU the resulting difference, or if it is
1 higher than Estimated Compensation Amount No. 1, the PZU will pay RSA the excess amount.

As at the date of this interim report, Conditions Precedent No. 1 have not been fulfi lled and thus Link4 is not
treated as a subsidiary.

8.2. Acquisition of shares in Lietuvos Draudimas shares in AB, AAS Balta and the assets of the
Estonian branch of Codan Forsikring A/S

On 17 April 2014, as a result of the conclusion of negotiations, the following agreements were signed:

1 agreement for the purchase of shares in the Lithuanian company Lietuvos Draudimas AB between RSA as the
seller and PZU as the buyer ("Lietuvos DraudimasAB Share Purchase Agreement");

1 agreement for the purchase of shares in the Latvian company AAS Balta between RSA as the seller and PZU
as the buyer ("AAS Balta Share Purchase Agreement");

1 acquisition agreement pertaining to the acquisition of assets of th e Estonian branch of Codan Forsikring A/S,
a company incorporated in Denmark with its registered office in Frederikberg ("Codan") as the seller, PZU
Lietuva acting through its branch UAB DB PZU Lietuva Eesti Filiaal registered in the Republic of Estonia ashe
buyer and PZU as the buyerdés guarantor ("Codan Purchase /

Up to the date of conveying this interim report, Lietuvos Draudimas AB and AAS Balta have not been treated as
subsidiaries on account of the non-fulfillment of the conditions preced ent prescribed by the aforementioned
agreements.

Acquisition of shares in Lietuvos Draudimas AB

Under the Lietuvos Draudimas AB Share Purchase Agreement, PZU will purchase from RSA 805,432 ordinary
registered shares in Lietuvos Draudimas AB representing ®.977% of the share capital of Lietuvos Draudimas AB
("Lietuvos Draudimas AB Shares") with a par value of LTL 50.00 each.

The purchase of the Lietuvos Draudimas AB Shares provided for in the Lietuvos Draudimas AB Share Purchase

Agreement is subject to the fulfillment of the following conditions precedent ("Conditions Precedent No. 2"):

1 obtaining a decision of the Bank of Lithuania in compliance with the relevant provisions of Lithuanian law
(including a statement of no objection);

1 obtaining antimonopoly consent from the European Commission or the Lithuanian antimonopoly authority
(depending on which of these authorities will have jurisdiction over the matter) together with a statement of
no objection; such antimonopoly consent should be unconditional or contain conditions acceptable to PZU;

1 obtaining consent from the Ukrainian antimonopoly authority.

The fulfillment of Conditions Precedent No. 2 should take place by 17 October 2014. The Lietuvos Draudimas AB
Share Purchase Agreement will be terminated if Canditions Precedent No. 2 are not fulfilled by 17 October 2014.
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Payment for the Lietuvos Draudimas AB Shares on the transaction closing date as specified in the Lietuvos
Draudimas AB Share Purchase Agreement will be EUR 180,000 thousand plus an estimated mount of
compensation for the difference between the estimated net asset value and the notional net asset value
("Estimated Compensation Amount No. 2").

The actual amount of compensation will be determined after the closing of the transaction provided for in the
Lietuvos Draudimas AB Share Purchase Agreement based on the closing balance sheet prepared by PZU and
approved by RSA ("Closing Balance Sheet No. 2"). If the actual amount of compensation equal to the difference
between the net asset value and the notional net asset value determined on the basis of Closing Balance Sheet
No. 2 is:

1 lower than Estimated Compensation Amount No. 2, then RSA will pay PZU the resulting difference, or if it is

1 higher than Estimated Compensation Amount No. 2, the PZU will pay RSA the excess amount.

Acquisition of shares in AAS Balta

Under the AAS Balta Share Purchase Agreement, PZU will purchase from RSA 4,651,825 ordinary shares in AAS
Balta representing 99.995% of the share capital of AAS Balta ("AAS BaltaShares") with a par value of LTL 1.00.

The purchase of the AAS Balta provided for in the AAS Balta Share Purchase Agreement is subject to the
fulfillment of the following conditions precedent ("Conditions Precedent No. 3"):

i obtaining a decision of the Commission for Finances and Capital Markets of the Republic of Latvia for the
purchase of the AAS Balta Shares in compliance with the relevant provisions of Latvian law (together with a
statement of no objection);

i obtaining antimonopoly consent from the European Commission or the Latvian antimonopoly authority
(depending on which of these authorities will have jurisdiction over the matter) together with a statement of
no objection; such antimonopoly consent should be unconditional or contain conditions acceptable to PZU;

9  obtaining consent from the Ukrainian antimonopoly authority.

The fulfilment of Conditions Precedent No. 3 should take place by 17 October 2014. The AAS Balta Share
Purchase Agreement will be terminated if Conditions Precedent No. 3 are not fulfilled by 17 October 2014.

Payment for the AAS Balta Shares on the transaction closing date as specified in the AAS Balta Share Purchase
Agreement will be EUR 48,000 thousand plus an estimated amount of compensation for the difference between
the estimated net asset value and the notional net asset value ("Estimated Compensation Amount No. 3").

The actual amount of compensation will be determined after the closing of the transaction provided for in the
AAS Balta Share Purchase Agreement based on the clsing balance sheet prepared by PZU and approved by RSA
("Closing Balance Sheet No. 3"). If the actual amount of compensation equal to the difference between the net
asset value and the notional net asset value determined on the basis of Closing Balance Shet No. 3 is:

1 lower than Estimated Compensation Amount No. 3, then RSA will pay PZU the resulting difference, or if it is

1 higher than Estimated Compensation Amount No. 3, the PZU will pay RSA the excess amount.

Acquisition of the assets of Codands branch

Under the Codan Purchase Agreement, PZU Lietuva will purchase from Codan an enterprise consisting of an
insurance business run by Codan through a branch registered in Estonia, in particular the rights and benefits
arising out of the existing agreements, em ployment contracts, office equipment and intellectual property rights
associated with the enterprise in question ("Enterprise").

The acquisition of the Enterprise is subject to obtaining consent from the Ukrainian antimonopoly authority
("Condition Precedent No. 4"). The fulfilment of Condition Precedent No. 4 should take place by 17 January
2015.

Payment for the Enterprise to be made by PZU Lietuva on the transaction closing date as specified in the Codan
Purchase Agreement will be EUR 30,000 thousand.The amount of the payment to be made on the transaction
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closing date will be subject to compensation by the amount of the difference between the net asset value and the
notional net asset value ("Estimated Compensation Amount No. 4").

The actual amount of compensation will be determined after the closing of the transaction provided for in the
Codan Purchase Agreement based on the closing balance sheet prepared by PZU Lietuva and approved by Codan
("Closing Balance Sheet No. 4"). If the actual amount of com pensation equal to the difference between the net
asset value and the notional net asset value determined on the basis of Closing Balance Sheet No. 4 is:

1 lower than Estimated Compensation Amount No. 4, then Codan will pay PZU Lietuva the resulting difference,
orifitis

9 higher than Estimated Compensation Amount No. 4, then PZU Lietuva will pay Codan the excess amount.

Insurance portfolio transfer agreement

In addition to the Codan Purchase Agreement, PZU Lietuva and Codan also signed a Portfolio Transfe Agreement
i Transfer of the Estonian Insurance Portfolio by Codan ("Insurance Portfolio Transfer Agreement"). Under the

Insurance Portfolio Transfer Agreement, PZU Lietuva will purchase from Codan the collection of all insurance
agreements signed or acquired by Codan as at the transaction closing date ("Insurance Portfolio"). The Insurance

Portfolio Transfer Agreement is subject to the fulfillment of the following conditions precedent:

1 closing the purchase of the Enterprise under the Codan Purchase Agreenent, and

i obtaining consent from the Danish financial supervisory commission for the transfer of the Insurance
Portfolio.

Capita

PZzU guaranteed the performance of PzZzU Lietuvads obligatio

Insurance Portfolio Transfer Agreement.

8.3. Acquisition of shares in Orlen Medica Sp. z 0.0.

On 8 April 2014, an agreement was signed for the purchase of shares in Orlen Medica Sp. z 0.0. ("Orlen Medica")
between Polski Koncern Naftowy Orlen SA ("PKN Orlen”) as the seller and PZU FIZ ANBIS 2 as the buyer ("Orlen
Medica Share Purchase Agreement").

Under the Orlen Medica Share Purchase Agreement, PZU FIZ AN BIS 2 purchased from PKN Orlen 17,983 shares
in Orlen Medica with a par value of PLN 500.00 each representing 100% of the shares in t he share capital and
giving the right to 100% of the votes at the Shareholder Meeting . The title to the shares was transferred on 9
May 2014.

The total purchase price for 17,983 shares in Orlen Medica is PLN 42,137 thousand. This price is subject to
adjustment depending on the difference between the financial liabilities and cash held by Orlen Medica as at the
date of signing of the agreement and the date of transfer of the shares.

Under the Orlen Medica Share Purchase Agreement, PZU will become an indiret owner of 4,525 shares in the
company operating under the business name of Sanatorium Uzdrowiskowe "Krystynka" Sp. z 0.0. with a par value
of PLN 500.00 representing 98.58% of the share capital and 98.58% of the votes at the Shareholder Meeting the
rights to which are held by Orlen Medica.

8.4. Acquisition of shares in Prof  -med Sp. z o.0.

On 8 April 2014 the share purchase agreement for the company doing business as Specjalistyczna Przghodnia
Pr z emy s § emed" SP. Pa.ooas signed. ("Prof-med") by and between Anwil SA ("Anwil") as the seller and
PZU FIZ AN BIS 2 as the buyer ("Share Purchase Agreement for Profmed").

Pursuant to the share purchase agreement for Prof-med, PZU FIZ AN BIS 2 acquired 136 shares in Profmed from
Anwil with a par value of PLN 500.00 each, representing approximately 96.45% of the share capital and giving
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the right to roughly 96.45% of the votes at the shareholder meeting. The title to the shares was transferred on
12 May 2014.

The total share purchase price for 136 shares in Prof-med is PLN 3,635 thousand. The price may be adjusted
depending on the difference between the financial liabilities and the cash in the possession of Prof-med on the
day of signing the agreement and on the share transfer date.

9. Supplementary notesto  the interim consolidated financial statements
9.1. Entities measured by the equity method
-, . 31 March 31 December
Entities measured by the equity method 2014 2013 31 March 2013
EMC 67,492 47,954 -
GSU Pomoc 624 616 692
Armatura Tower 25 25 -
Entities measured by the equity method 68,141 48,595 692
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) 1 January i _ 1January i 1 January T ) ) 1 January 1 )
1 January i 31 1 January i 31 March 31 1 January i 1 January i 31 1 January i
_ . 31 March December 31 March 2014 and December 31 March 31 March December 31 March
Associates and joint ventures. 2014 andas 2013andas 2013 andas as at 31 2013 and as 2013 and as 2014andas 2013 andas 2013 andas
at 31 March at 31 at 31 March March at 31 at 31 March at 31 March at 31 at 31 March
2014 December 2013 2014 December 2013 2014 December 2013
2013 2013 2013
Name EMC Instytut Medyczny SA (medical institute) GSU Pomoc SA Armatura Tower Sp. z 0.0.
Nature of PZUO6s relations Associatei strategic Associatei non-strategic Joint venture i non-strategic
Seat of the entity Wrocgaw Tychy Cracow
Equity stake in the entity 28.58% 29.87% n/a 30.00% 30.00% 30.00% 50.00% 50.00% n/a
Percentage of votes in the entity 25.41% 25.31% n/a 30.00% 30.00% 30.00% 50.00% 50.00% n/a
\s/taadtl:e z:ntlgrr:t?ethod in the consolidated financial Equity method n/a Equity method Equity method n/a
Accounting standard used by the entity IFRS n/a PAS IFRS n/a
Fair value of the exposure to the entity 55,692 44,746 n/a None i unlisted entity None i unlisted entity n/a
Value of dividends received from an entity - - n/a - 104 n/a - - n/a
Financial highlights
Assets, including: 248,149 231,397 n/a 2,698 2,633 2,384 46 nfa® n/a
Current assets, of which: 69,153 79,690 n/a 2,664 2,594 2,331 46 n/a n/a
Cash and cash equivalents 36,877 59,685 n/a 2,553 2,494 2,249 45 n/a n/a
Long-term assets. 178,996 151,707 n/a 34 39 53 - n/a n/a
Equity 139,045 139,021 n/a 2,079 2,053 2,305 45 n/a n/a
Liabilities, including: 109,104 92,376 n/a 619 580 79 1 n/aV n/a
Current liabilities 62,694 48,905 n/a 619 580 79 1 nfa® n/a
Short-term financial liabilities 24,957 23,384 n/a - - - - n/a n/a
Non-current liabilities 46,410 43,471 n/a - - - - nfa® n/a
Long-term financial liabilities 24,487 25,436 n/a - - - - n/a n/a
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) 1 January i _ 1January i 1 January T ) ) 1 January 1 i
1 January i 31 1 January i 31 March 31 1 January i 1 January i 31 1 January i
_ . 31 March December 31 March 2014 and December 31 March 31 March December 31 March

Associates and joint ventures. 2014 andas 2013andas 2013 andas as at 31 2013 and as 2013 and as 2014andas 2013 andas 2013 andas

at 31 March at 31 at 31 March March at 31 at 31 March at 31 March at 31 at 31 March
2014 December 2013 2014 December 2013 2014 December 2013

2013 2013 2013

Revenues from core business 59,022 172,556 n/a 192 677 171 - n/a n/a
Depreciation and amortization 3,158 9,121 n/a 5 24 5 - n/aV n/a
Interest revenues 236 172 n/a 37 153 50 - nfa n/a
Interest expenses 685 2,780 n/a - - - - nfaV n/a
Income tax 299 569 n/a 14 54 13 - n/aV n/a
Comprehensive income, including: 32 78 n/a 26 121 25 5) n/aV n/a
Net financial result, of which 22 171 n/a 26 121 25 (5) nfa n/a
Net financial result on continuing operations 22 171 n/a 26 121 25 5) n/aV n/a
Net result on discontinued operations - - n/a - - - - n/a n/a
Other comprehensive income 10 (93) n/a - - - - nfaV n/a

1) The Companydid not prepare financial statements as at 31 December 2013.

There are no limitations (e.g. following from arrangements pertaining to loans, regulatory requirements or contracts) on the ability of affiliates to transfer funds in the form of cash dividends.
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9.2. Financial assets

In the period of 3 months ended 31 March 2 014 and in 2013, no financial instruments were reclassified from
groups measured at fair value to groups carried at cost or amortized cost.

9.2.1. Financial instruments held to maturity

Financial instruments held to maturity

31 March 2014

31 December

31 March 2013

2013

Instruments, for which fair value can be determined 19,914,955 18,859,902 21,622,916
Debt securities 19,914,955 18,859,902 21,622,916
Government securities 19,689,094 18,633,511 21,400,741
Fixed rate 18,492,590 17,589,984 20,950,435
Floating rate 1,196,504 1,043,527 450,306
Other 225,861 226,391 222,175
Listed on a regulated market 103,393 105,509 99,226
Fixed rate 103,393 105,509 99,226
Not listed on a regulated market 122,468 120,882 122,949
Floating rate 122,468 120,882 122,949

Financial assets held to maturity, total 19,914,955 18,859,902 21,622,916

9.2.2. Financial instruments available for sale

Financial instruments available for sale

31 March 2014

31 December

31 March 2013

2013

Instruments, for which fair value can be determined 1,986,363 1,916,984 2,978,548
Equity instruments 423,640 405,827 1,350,093
Listed on a regulated market 387,144 370,228 941,483
Not listed on a regulated market 36,496 35,599 408,610
Debt instruments 1,562,723 1,511,157 1,628,455
Government securities 1,080,770 1,134,622 1,249,391
Fixed rate 979,410 1,032,503 1,237,132
Floating rate 101,360 102,119 12,259
Other 481,953 376,535 379,064
Listed on a regulated market 241,452 132,570 96,633
Fixed rate 199,582 132,570 96,633
Floating rate 41,870 - -
Not listed on a regulated market 240,501 243,965 282,431
Floating rate 240,501 243,965 282,431

Instruments, for which fair value cannot be determined 3,128 3,128 5,369
Equity instruments 3,128 3,128 5,369
Not listed on a regulated market 3,128 3,128 5,369

Financial instruments available for sale, total 1,989,491 1,920,112 2,983,917
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9.2.3. Financial instruments measured at fair value through profit or loss

Akcyjna

Financial instruments measured at fair value through profit

31 March 2014

31 December

31 March 2013

orloss i classified as such upon first recognition 2013
Instruments, for which fair value can be determined 13,509,938 10,988,879 8,467,226
Equity instruments 1,637,215 817,007 257,442
Listed on a regulated market 1,612,519 791,919 230,658
Not listed on a regulated market 24,696 25,088 26,784
Debt instruments 11,872,723 10,171,872 8,209,784
Government securities 11,839,645 10,138,525 8,137,777
Fixed rate 10,554,020 9,175,313 6,758,545
Floating rate 1,285,625 963,212 1,379,232
Other 33,078 33,347 72,007
Listed on a regulated market 33,078 33,347 27,242
Fixed rate 33,078 33,347 27,242
Not listed on a regulated market - - 44,765
Floating rate - - 44,765
Financial instruments measured at fair value through profit
orloss - classified in that category upon first recognition, 13,509,938 10,988,879 8,467,226

total

Financial instruments measured at fair value through profit

31 March 2014

31 December

31 March 2013

orloss i held for trading 2013

Instruments, for which fair value can be determined 6,982,223 8,915,297 6,729,874
Equity instruments 4,886,169 5,081,854 3,967,629
Listed on a regulated market 2,249,654 2,528,806 1,835,477
Not listed on a regulated market 2,636,515 2,553,048 2,132,152
Debt instruments 1,812,188 3,573,400 2,630,433
Government securities 1,737,318 3,499,207 2,579,086
Fixed rate 1,712,215 3,473,888 2,553,829
Floating rate 25,103 25,319 25,257
Other 74,870 74,193 51,347
Not listed on a regulated market 74,870 74,193 51,347
Floating rate 74,870 74,193 51,347
Derivatives 283,866 260,043 131,812

E:r:zgga;l |E::;ugfzid?glz?fgt§d at fair value through profit 6,982,223 8.915,207 6.729.874
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9.2.4. Borrowings

31 December

Borrowings 31 March 2014 2013 31 March 2013
Debt securities 2,079,436 2,088,892 1,738,667
Government securities 25,132 30,221 46,200
Fixed rate 25,132 30,221 46,200
Other 2,054,304 2,058,671 1,692,467
Listed on a regulated market 8,018 10,735 10,450
Fixed rate 8,018 10,735 10,450
Not listed on a regulated market 2,046,286 2,047,936 1,682,017
Fixed rate - - 11,912
Floating rate 2,046,286 2,047,936 1,670,105
Other, including: 12,065,682 12,312,646 10,122,698
- buy-sell-back transactions 4,853,369 3,203,344 4,379,962
- term deposits with credit institutions 5,357,593Y 7,387,007 4,749,053
- deposits with ceding companies 11 87 206
- loans 1,854,709 1,722,208 993,477
Total loans 14,145,118 14,401,538 11,861,365

9 PLN deposits constitute over 95% of term deposits with credit institutions. For more than 73% of investments, the term of
maturity is prior to June 2014, while for more than 92% of investments it is prior to the end of September 2014.

Other borrowings
Borrowing type 31 March 2014 31 Dggi?ber 31 March 2013
Mortgage-backed loans - - -
Borrowings secured by pledges on shares, on receivable portfolios 1,847,283 1,712,382 988,962
and on bank accounts, other borrowings or otherwise
Unsecured loans 7,426 9,826 4,515
Total 1,854,709 1,722,208 993,477
9.2.5. Exposure to debt securities issued by governments other than the Polish Government, by

corporations and local government units

The tables present the exposure of the PZU Group companies to debt securities issued by governments other
than the Polish government, by corporations and local government units.

9.2.5.1. Debt securities issued by governments other than the Polish government

As at 31 . Purchase Balance Fair value Impairm
March 2014 Currency Valuation method price sheet value measureme ent

nt charges
Croatia EUR fair value 142 136 136 -
Croatia EUR amortized cost 1,225 1,227 1,228 -
Croatia uUsD fair value 22,626 23,017 23,017 -
Iceland uUsD fair value 31,362 32,375 32,375 -
Lithuania EUR fair value 14,319 14,966 14,966 -
Lithuania EUR amortized cost 75,112 77,039 80,384 -
Lithuania LTL fair value 3,560 3,666 3,666 -
Lithuania LTL amortized cost 85,493 86,948 89,346 -
Lithuania usD fair value 14,495 15,156 15,156 -
Latvia EUR fair value 59 60 60 -
Latvia usD fair value 35,960 34,425 34,425 -
Germany EUR fair value 171,246 169,689 169,689 -
Romania EUR fair value 277,345 282,667 282,667 -
Romania RON fair value 174,989 179,075 179,075 -
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As at 31 Currency Valuation method Purc_hase Balance mF;;rsZ?ell;?e Imr;l{m

March 2014 price sheet value nt charges
Romania usD fair value 27,985 28,800 28,800 -
Slovenia EUR fair value 83,589 103,384 103,384 -
Slovenia usD fair value 12,791 13,233 13,233 -
Turkey usD fair value 33,837 33,425 33,425 -
Ukraine UAH fair value 1,881 1,687 1,687 -
Ukraine usD fair value 2,969 2,909 2,909 -
Ukraine UAH amortized cost 24,695 Y 8,012 % 8,222 % -
Ukraine usD amortized cost 18,618 17,120 16,648 -
Hungary EUR fair value 42,638 44,742 44,742 -
Hungary EUR amortized cost 2,845 2,912 2,987 -
Hungary HUF fair value 27,916 27,538 27,538 -
Hungary uUsD fair value 23,992 24,400 24,400 -
Other EUR/USD fair value 57,363 62,229 62,229 -

Total 1,269,052 1,290,837 1,296,394

Y the nominal amount is repaid on these bonds on a semi-annual basis at a fixed amount of UAH 100 (i.e. 10% of the nominal
value of the bonds). The acquisition price shows the actual price paid by the company and does not include the repayments
made on the nominal amount.

As at 31 Currenc . Purchase Balance Fair value Impairm
December 2013 y Valuation method price sheet value measureme ent

nt charges
Croatia EUR fair value 142 143 143 -
Croatia uUsD fair value 50,038 48,677 48,677 -
Iceland usD fair value 88,150 84,365 84,365 -
Lithuania EUR fair value 1,888 1,992 1,992 -
Lithuania LTL fair value 3,255 3,351 3,351 -
Lithuania UsSD fair value 14,354 14,893 14,893 -
Lithuania EUR amortized cost 74,206 75,835 79,247 -
Lithuania LTL amortized cost 81,242 82,012 84,393 -
Latvia uUsD fair value 35,960 33,737 33,737 -
Germany EUR fair value 129,700 126,939 126,939 -
Romania EUR fair value 371,772 381,138 381,138 -
Romania RON fair value 108,132 108,686 108,686 -
Romania UsD fair value 27,985 27,856 27,856 -
Slovenia EUR fair value 389,175 443,084 443,084 -
Slovenia usD fair value 138,259 134,090 134,090 -
Ukraine uUsD fair value 12,678 10,933 10,933 -
Ukraine UAH  amortized cost 25,095 Y 14,556 Y n/a -
Ukraine uUsD amortized cost 17,070 15,665 n/a -
Hungary EUR fair value 125,401 136,097 136,097 -
Hungary EUR amortized cost 5,124 5,324 5,420 -
Turkey TRL fair value 45,746 41,963 41,963 -
other EUR/USD fair value 57,363 59,068 59,068 -
Total 1,802,735 1,850,404 n/a -

% the nominal amount is repaid on these bonds on a semi-annual basis at a fixed amount of UAH 100 (i.e. 10% of the nominal
value of the bonds). The acquisition price shows the actual price paid by the company and does not include the repayments
made on the nominal amount.
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Measureme  Impairm
31 M;Arzhatzo 13 Cur;enc Valuation method Purchase price sh?azlta:ejie nt at fair F:ant
value charges

Romania EUR fair value 354,131 370,707 370,707 -
Romania uUsD fair value 43,427 47,041 47,041 -
Iceland usD fair value 295,884 329,209 329,209 -
Slovenia EUR fair value 354,248 343,791 343,791 -
Slovenia uUsD fair value 118,697 119,200 119,200 -
Lithuania EUR fair value 2,629 2,765 2,765 -
Lithuania LTL fair value 16,211 16,477 16,477 -
Lithuania usD fair value 14,178 16,716 16,716 -
Lithuania EUR amortized cost 41,252 42,143 46,638 -
Lithuania LTL amortized cost 66,604 75,038 78,142 -
Latvia uUsD fair value 35,960 37,452 37,452 -
Ukraine UAH  amortized cost 27,217 Y 20,166 Y n/a -
Ukraine usD amortized cost 26,924 26,034 n/a -
Hungary EUR fair value 41,061 45,983 45,983 -
Hungary EUR amortized cost 5,124 5,357 5,445 -
Hungary CHF fair value 8,685 8,811 8,811 -
other EUR/USD fair value 72,953 78,645 78,693 -
Total 1,525,185 1,585,535 n/a -

Y the nominal amount is repaid on these bonds on a semi-annual basis at a fixed amount of UAH 100 (i.e. 10% of the nominal

value of the bonds). The acquisition price shows the actual price paid by the company and does not include the repayments

made on the nominal amount.

All debt securities issued by governments other than the Republic of Poland, which have been measured at fair

value are in Level | of fair value hie rarchy.

9.2.5.2.  Debt securities issued by corporations and local government units
As at 31 March 2014 Valuation method Purqhase Balance sheet Fair value Impairment
price value measurement charges
Companies from the .
WIG-Bank Index fair value 203,645 208,374 208,374 -
amortized cost 1,336,121 1,342,163 n/a -
Companies from the .
WIG-Paribas Index fair value 268,489 279,775 279,775 -
amortized cost 700,000 707,684 n/a -
Privately held domestic amortized cost 65,000 66,033 n/a -
banks
Foreign banks fair value 552 650 650 -
amortized cost 90,548 90,779 n/a -
Mortgage banks fair value 41,983 41,870 41,870
Domestic local fair value 45,632 53,608 53,608 -
government
amortized cost 50,000 50,058 n/a -
Other fair value 5,289 5,624 5,624 -
amortized cost 23,657 23,448 n/a -
Other - covered by full . value 11,630 - ; 11,630
write-offs
Fo_relgn banksT fully amortized cost 1,142 - - 1,142
written off
Total 2,843,688 2,870,066 n/a 12,772
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As at 31 December . Purchase  Balance sheet Fair value Impairment
Valuation method .
2013 price value measurement charges
Companies from the .
WIG-Bank Index fair value 138,661 140,340 140,340 -
amortized cost 1,336,121 1,349,381 n/a -
Companies from the .
WIG-Paribas Index fair value 268,489 283,249 283,249 -
amortized cost 700,000 700,816 n/a -
Privately held domestic .
amortized cost 65,000 66,227 n/a -
banks
Foreign banks fair value 552 634 634 -
amortized cost 90,548 92,296 n/a -
Domestic local fair value 45,632 54,279 54,279 -
government
amortized cost 50,000 52,507 n/a -
Other fair value 5,154 5,573 5,573 -
amortized cost 23,657 23,835 22,408 -
Other - covered by full ;- yalue 11,630 . - 11,630
write-offs
Foreign bankst fully amortized cost 1,142 - - 1,142
written off
Total 2,736,586 2,769,137 n/a 12,772
As at 31 March 2013 CIaSS|f|cat|_on in Purc_hase Balance sheet Meas_urement Impairment
portfolio price value at fair value charges
Companies from the .
WIG-Bank Index fair value 166,071 171,636 171,636 -
amortized cost 961,206 965,687 n/a -
Companies from the .
WIG-Paribas Index fair value 268,489 276,784 276,784 -
amortized cost 700,000 710,237 n/a -
Privately held domestic amortized cost 65,000 66,344 n/a -
banks
Foreign banks fair value 280 399 399 -
amortized cost 100,686 104,832 n/a -
Domestic local fair value 45,632 53,512 53,512 :
government
amortized cost 50,000 50,060 n/a -
Other fair value 64 87 89 -
amortized cost 17,428 17,482 18,143 -
Other - covered by full i yalue 11,630 : : 11,630
write -offs
Total 2,386,486 2,417,060 n/a 11,630
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9.2.6. Derivatives

Derivatives 1 assets

31 March 2014

31 December 4 \iorch 2013

2013

Interest rate derivatives 246,566 215,193 106,732

Unlisted (OTC) instruments, including: 246,566 215,193 106,732
- FRA transactions 6,171 1,142 9,084
- SWAP transactions 240,395 214,051 97,648
Foreign exchange derivatives 8,263 22,492 8,721

Listed instruments, including: 2,723 - 4,183
- forward contracts - - 4,183
- call options (purchase) 1,912 - -
- put options 811 - -
Unlisted (OTC) instruments, including: 5,540 22,492 4,538
- forward transactions 5,426 5,592 4,184
- SWAP transactions 114 16,900 354
Equity derivatives 29,037 22,358 16,359

Listed instruments, including: 11,384 5,080 -
- forward contracts 11,384 5,080 -
Unlisted (OTC) instruments, including: 17,653 17,278 16,359
- call options (purchase) 17,653 17,034 16,359
- forward transactions - 244 -
Derivatives 1 assets, total 283,866 260,043 131,812

31 December

Derivatives 1 liabilities 31 March 2014 2013 31 March 2013
Interest rate derivatives 274,982 237,117 134,798
Unlisted (OTC) instruments, including: 274,982 237,117 134,798
- FRA transactions 16,977 1,986 6,384
- SWAP transactions 258,005 235,131 128,414
Foreign exchange derivatives 2,192 632 24,364
Listed instruments, including: - - 5,314
- forward contracts - - 5,314
Unlisted (OTC) instruments, including: 2,192 632 19,050
- forward transactions 1,676 - 10,739
- SWAP transactions 516 632 8,311
Equity derivatives 3,962 - -
Listed instruments, including: 3,962 - -
- forward contracts 3,962 - -
Other - - 18,927
Derivatives i liabilities, total 281,136 237,749 178,089
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9.2.7. Information on changes in the economic situation and conditions of running business
activity having material effect on fair value of financial assets and liabilities

Information on changes in the economic situation and conditions of running business activity having material
effect on fair value of financial assets and liabilities is presented in item 16.

9.2.8. Changes in classification of financial assets driven by changes of purpose or use of those
assets

In the 3-month period ended 31 March 2014, neither PZU nor its subsidiaries changed any classification of
financial assets as a result of a change in the purpose or use of such assets.

9.3. Fair value
9.3.1. Description of valuation techniques

9.3.1.1. 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 bonds for bonds
denominated in Euro).

9.3.1.2. Assets and liabilities related to mutual funds

All exposures to mutual funds (units and investment certificates), liabilities under unit -linked contracts and
liabilities to members in the consolidated mutual funds are measured at the fair value of assets of a given
investment fund (at the share in the mutual fund's net assets).

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

M Level 171 financial instruments measured based on listed prices (unadjusted) from active markets for
identical assets or liabilities. The following is classified in this level:

- liquid listed debt securities;
- shares listed on stock exchanges;
- derivatives listed on stock exchanges;

1 Level Il T 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). The
following is classified in this level:

- unlisted debt securities and illiquid listed debt securities (including non -treasury debt securities issued
by other financial entities, self-government units and non-financial entities);

- derivatives other than those listed on stock exchanges;

- mutual fund units;

- liabilities to members of consolidated mutual funds;

- investment contractsforc | i ent 6 s account and ri sk;

1 Level lll 7 assets and liabilities measured on the basis of inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

Assets and liabilities measured at fair value as at 31 March Level 1 Level 2 Level 3 Total
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2014

Assets

Financial instruments available for sale 1,709,366 276,997 1,986,363
Equity instruments 387,144 36,496 423,640
Debt securities 1,322,222 240,501 1,562,723

cinssied as such upon frstrecogniion o %! a3ass2e2 2469 13,509,938
Equity instruments 1,612,519 24,696 1,637,215
Debt securities 11,872,723 - 11,872,723

Eler;jr;glratlr:dsi:;ments measured at fair value through profit or loss'i 3.944703 3,037,520 6,982,223
Equity instruments 2,249,654 2,636,515 4,886,169
Debt securities 1,680,942 131,246 1,812,188
Derivatives 14,107 269,759 283,866

Liabilities

Derivatives 3,962 277,174 281,136

Liabilities to members of consolidated mutual funds - 1,009,451 1,009,451

Il nvest ment contracts f or -licked) ent - 791,014 791,014

giieet; t::\(r;rdzlg:\lbf)lyl|t|es measured at fair value as at 31 Level 1 Level 2 Level 3 Total

Assets

Financial instruments available for sale 1,637,420 279,564 1,916,984
Equity instruments 370,228 35,599 405,827
Debt securities 1,267,192 243,965 1,511,157
Equity instruments 791,919 25,088 817,007
Debt securities 10,171,872 - 10,171,872

Eg;gr;glratlrgldsi:lgjments measured at fair value through profit or loss i 5976711 2,938,586 8,915,297
Equity instruments 2,528,806 2,553,048 5,081,854
Debt securities 3,442,825 130,575 3,573,400
Derivatives 5,080 254,963 260,043

Liabilities

Derivatives 1,169 236,580 237,749

Liabilities to members of consolidated mutual funds - 688,282 688,282

Il nvest ment contracts f or -licked) ent - 870,545 870,545
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Assets and liabilities carried at fair value as at 31 March

2013 Level 1 Level 2 Level 3 Total

Assets

Financial instruments available for sale 1,990,238 988,310 2,978,548
Equity instruments 941,483 408,610 1,350,093
Debt securities 1,048,755 579,700 1,628,455

Classiiod as such upon firstrecogniton LS 830677 71549 8,467,226
Equity instruments 230,658 26,784 257,442
Debt securities 8,165,019 44,765 8,209,784

rI:(ler:glr;((;|ratlrlci1dsi::'LgJments measured at fair value through profit or loss i 4361639 2368235 6,729,874
Equity instruments 1,835,477 2,132,152 3,967,629
Debt securities 2,521,979 108,454 2,630,433
Derivatives 4,183 127,629 131,812

Liabilities

Derivatives 5,314 172,775 178,089

Liabilities to members of consolidated mutual funds - 165,276 165,276

Il nvest ment contracts for -licked) ent - 963,554 963,554

9.3.3. Reclassifications between Level | and Level Il

In the period of 3 months ended 31 March 2014, none of the assets or liabilities measured at fair value were

reclassified between Level | and Level Il in the fair value classification.

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

fair value

In the 3-month period ended 31 March 2014, neither PZU nor its subsidiaries changed the fair value

measurement methodology for financial instruments measured at fair value.

9.3.5. The most extensive and best usage of a component of non
usage

-financial assets and its current

As at 31 March 2014, in the event of one investment property with a ba lance sheet value of PLN 2,822 thousand
(as at 31 December 2013: PLN 2,822 thousand) its current usage is not its most extensive or best usage,

however the balance sheet measurement incorporates its most extensive and best usage.

As at 31 March 2013, the measurement of this investment property was PLN 3,999 thousand and it did not

include its most extensive and best usage.

This real estate entails developed land with a structure that must be razed, while the optimum usage would be to

build new facilities.

53

Capita



Powszechny Zakgad

Ubezpiecze® Sp-gdka

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

Akcyjna

(in thousands of PLN)

9.4.

Receivables, including receivables under insurance contracts

Receivables, including receivables under insurance contracts

31 March 2014

31 December

31 March 2013

i carrying value 2013

Receivables on direct insurance 1,433,772 1,384,325 1,441,019
Receivables from policyholders 1,296,078 1,245,337 1,260,931
Receivables from insurance intermediaries 113,352 113,941 139,734
Other receivables 24,342 25,047 40,354

Receivables on reinsurance 36,124 18,828 25,165

Other receivables 1,922,562 1,268,811 780,970

Net receivables, including receivables under insurance 3.392,458 2,671,964 2.247.154

contracts

9.4.1. Other receivables

Other receivables

31 March 2014

31 December

31 March 2013

2013

Receivables from the state budget, other than income tax receivables 15,431 86,177 66,152
Receivables from Metro Projekt Sp. z o.0. 83,203 83,203 100,256
Receivables relating to prevention activities 54,949 53,506 53,761
Receivables for acting as an emergency adjuster 7,154 6,351 5,364
Receivables from securitiestransactions and security deposits 1,633,399 902,019 422,391
Trade receivables 88,213 97,646 89,178
Other 40,213 39,909 43,868
Other receivables, total 1,922,562 1,268,811 780,970

The issues associated with the receivables from Metro Projekt Sp. z 0.0. are described in clause 24.6.

9.5. Reinsurersd share in technical provisions
Reinsurersd shar e i n itnenclierinsucaace [ 31 March 2014 31 Dsoclegmber 31 March 2013
Provision for unearned premiums 208,269 209,940 171,942
Provision for unexpired risk 15 16 259
Provisions for outstanding claims, including: 178,819 170,375 245,045

- for reported claims 135,058 121,826 192,696

- for claims not reported (IBNR) 24,723 29,989 39,986

- for claims handling costs 19,038 18,560 12,363
Provision for capitalized value of annuities 145,311 146,180 150,616
Provisions for bonuses and discounts 11 8 -
Rei nsur er s Gechwmitabprogsionsrinet) 532,425 526,519 567,862

31 December

Rei nsurersd share i n itlilendunance al £ 31 March 2014 2013 31 March 2013

Provision for unearned premiums 68 86 100

Rei nsurersdé share in technical o 68 86 100
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9.6. Impairment of financial assets and receivables
L . Impairment Creation of charges .
Change in impairment charges for charges at the recognized in the Release of charges Removal of charges Exchange Impairment

financial assets in the period of 1

January - 31 March 2014 beginning of the

profit and loss

recognized in the
profit and loss account

from accounting ledgers
(sale, writing down etc.)

differences

charges at the end
of the period

period account
Financial assets available for sale 154,899 3,400 - - (472) 157,827
Equity instruments 154,899 3,400 - - (472) 157,827
Financial assets held to maturity 1,202 - - - 7 1,209
Debt instruments 1,202 - - - 7 1,209
Borrowings 24,725 - - - 58 24,783
Term deposits with credit institutions 9,797 - - - 57 9,854
Borrowings 14,928 - - - 1 14,929
f:éﬁf;‘;igiy;‘;é‘g'”g receivables under 651,579 31,747 (13,950) (506) (2,281) 666,589
Receivables on direct insurance 597,608 30,366 (9,286) (29) (1,851) 616,818
Receivables on reinsurance 4,619 116 (934) - - 3,801
Other receivables 49,352 1,265 (3,730) (487) (430) 45,970
Reinsurersd share in 4,828 6,419 (5,171) - 1 6,077
Total 837,233 41,566 (19,121) (506) (2,687) 856,485
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. Creation of Removal of
- . Impairment Release of charges . .
Change in impairment charges for charges . . charges from Change in Impairment
: : . charges at the . : recognized in the . Exchange -
financial assets in the year ended 31 . recognized in the ) accounting - composition charges at the end
beginning of the ) profit and loss differences .
December 2013 ; profit and loss ledgers (sale, of Group of the period
period accoun t "
account writing down etc.)
Financial assets available for sale 164,273 110 - (9,429) (55) - 154,899
Equity instruments 164,273 110 - (9,429) (55) - 154,899
Financial assets held to maturity - - - - (29) 1,221 1,202
Debt instruments - - - - (29) 1,221 1,202
Borrowings 24,582 - - - 143 - 24,725
Term deposits with credit institutions 9,657 - - - 140 - 9,797
Borrowings 14,925 - - - 3 - 14,928
Receivables, including receivables under 606,747 58,572 (11,900) (3.342) (229) 1,731 651,579
insurance contracts
Receivables on direct insurance 568,127 40,847 (10,111) (2,687) (182) 1,614 597,608
Receivables onreinsurance 3,959 1,220 (438) (122) - - 4,619
Other receivables 34,661 16,505 (1,351) (533) 47) 117 49,352
Reinsurersd share i 8,037 1,348 (4,557) - - - 4,828
Total 803,639 60,030 (16,457) (12,771) (160) 2,952 837,233
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. Creation of Release of Removal of
L . Impairment ; ;
Change in impairment charges for charges, charges, charges from Change in Impairment
- . - . charges at the . ; . ; : Exchange .
financial asset in the period of 1 e recognized in the recognized in the accounting ledgers . composition charges at the end
beginning of the ) . - differences .
January - 31 March 2013 eriod profit and loss profitand lo ss (sale, writing down of Group of the period
P account account etc.)
Financial assets available for sale 164,273 86 - (8,363) 84 - 156,080
Equity instruments 164,273 86 - (8,363) 84 - 156,080
Borrowings 24,582 - - - 216 - 24,798
Term deposits with credit institutions 9,657 - - - 212 - 9,869
Borrowings 14,925 - - - 4 - 14,929
_Recelvables, including receivables under 606,747 47,083 (8,829) (1,038) 451 1,361 645,775
insurance contracts
Receivables on direct insurance 568,127 46,135 (8,070) (971) 372 1,361 606,954
Receivables on reinsurance 3,959 465 (282) - - - 4,142
Other receivables 34,661 483 477) (67) 79 - 34,679
Rei nsur er wdnicallpravisiens i 8,037 224 (3,618) - - - 4,643
Total 803,639 47,393 (12,447) (9,401) 751 1,361 831,296
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9.7. Other assets

Akcyjna

Other asset s

31 March 2014

31 December

31 March 2013

2013
Reinsurance settlements 49,280 63,272 53,535
IT costs 23,129 18,202 10,755
Inventories 120,184 93,240 85,481
Other asset components 37,963 20,735 38,493
Other assets, total 230,556 195,449 188,264

9.8. Assets held for sale

Assets held for sale before reclassification

31 March 2014

31 December

31 March 2013

2013
Property, plant and equipment 53,212 55,786 43,711
Investment property 140,345 123,111 27,007
Associates measured by the equity method - - 17,204
Assets held for sale before reclassification, total 193,557 178,897 87,922

"Property, plant and equipment" presents mainly the real property and technical equipment and machinery used
previously by the Armatura Capital Group for its own purposes with a value of PLN 37.407 thousand (PLN 37.407
thousand as at 31 December 2013, PLN 41,821 thousand as at 31 March 2013).

"l nvest ment property™

project.

9.9. Technical provisions

9.9.1. Technical provisions in non  -life insurance

presents

property

h el dio dpgymiz&ignU

Technical provisions in non  -life insurance

31 March 2014

31 December

31 March 2013

2013
Provision for unearned premiums 4,718,316 4,428,845 4,704,845
Provision for unexpired risk 9,180 8,770 11,327
Provisions for outstanding claims 6,025,446 6,041,030 5,418,055
Provision for capitalized value of annuities 5,826,199 5,761,332 5,654,496
Provisions for bonuses and discounts for the insureds 2,414 2,277 3,595
Technical provisions, total 16,581,555 16,242,254 15,792,318

9.9.2. Technical provisions in life insurance

Technical provisions in life insurance

31 March 2014

31 December

31 March 2013

2013

Provision for unearned premiums 97,249 102,396 102,439
Provision for life insurance 16,136,550 16,048,191 15,930,287
Provisions for outstanding claims 524,361 545,751 494,752
Provisions for bonuses and discounts for the insureds 809 616 1,498
Other technical provisions 463,809 477,987 516,853
;izz?gsgf:g\asmns for life insurance if the policyholder bears the 4.110,329 3.907,221 3.274,588
Technical provisions, total 21,333,107 21,082,162 20,320,417

9.10. Investment contracts

Investment contracts - carrying amount

31 March 2014

31 December

31 March 2013
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2013
Investment contracts with guaranteed and set conditions 677,104 1,250,492 1,303,778
- carried at amortized cost 677,104 1,250,492 1,303,778
Il nvest ment contracts for -limkekd) ent € 791,014 870,545 963,554
Investment contracts 1 carrying amount, total 1,468,118 2,121,037 2,267,332
9.11. Other provisions

Change in other provisions in the Openin Closin
period from 1 January to 31 March P 9 Increase Utilization Reversal g

balance balance
2014
Provisions established for the potential
liabilities on account of CLSiORrelated 916 - - - 916
investments
Provision for disputed claims and
potential liabilities under insurance 3,075 44 - - 3,119
agreements
Provision for the Offlce_ of Comp(_etltlon 119,549 ) ) ) 119,549
and Consumer Protection penalties
Proylsmn for exit costs of the Graphtalk 50,944 137 ) ) 51,081
project
Provision for PTE®s
undue fees to the Social Insurance 7,401 - (29) - 7,382
Institution
Other 11,021 1,286 (1,296) (395) 10,616
Other provisions, total 192,906 1,467 (1,315) (395) 192,663
Change in other provisions in the Opening I Closing
year ended 31 December 2013 balance Increase Utilization Reversal balance
Provision for restructuring costs 58,194 - (39,568) (18,626) -
Provisions established for the potential
liabilities on account of CLSiORrelated 916 - - - 916
investments
Provision for disputed claims and
potential liabilities under insurance 2,687 388 - - 3,075
agreements
Provision for the Ofnce_ of Comp‘_atmon 138,310 ) (5.613) (13,148) 119,549
and Consumer Protection penalties
Prqwsmn for exit costs of the Graphtalk 49,925 1,483 ) (464) 50,944
project
Provision for PTEO®s
undue fees to the Social Insurance 8,836 477 (329) (1,583) 7,401
Institution
Other 8,588 6,688 (103) (4,152) 11,021
Other provisions, total 267,456 9,036 (45,613) (37,973) 192,906
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Change in other provisions in the

period from 1 January to 31 March ?)2; r:(r;g Increases Utilization Dissolution E;?:::;z
2013

Provision for restructuring costs 58,194 - (5,970) - 52,224
Provisions established for the potential

liabilities on account of CLSiORrelated 916 - - - 916
investments

Provision for disputed claims and

potential liabilities under insurance 2,687 45 - - 2,732
agreements

Provision for the Offlce' of Compgtltlon 138,310 ) (3.968) ) 134,342
and Consumer Protection penalties

Proylsmn for exit costs of the Graphtalk 49,925 574 ) ) 50,499
project

Provision for PTE?SSs

undue fees to the Social Insurance 8,836 202 (52) - 8,986
Institution

Other 8,588 1,065 (103) (90) 9,460
Other provisions, total 267,456 1,886 (10,093) (90) 259,159

The item entitled "Provisions for the Office of Competition and Consumer Protection penalties" includes the
amounts ensuing primarily from the issues discussed in items 24.2 and 24.3.

9.12. Other liabilities

Other liabilities

31 March2014 51 December

31 March 2013

2013

Costs to be paid 537,324 638,382 497,390

Posted agencycommission costs 219,180 209,871 194,028
Posted reinsurance costs 95,848 121,415 126,761
Posted reinsurance costs 128,677 194,079 72,702
Posted bonuses for employees 66,944 84,064 70,832
Other 26,675 28,953 33,067
Revenues charged in advance 23,043 17,738 13,195

Other liabilities 10,230,332 8,695,294 3,974,088

Liabilities on direct insurance 658,438 634,831 638,054
Reinsurance liabilities 95,334 53,738 97,946
Liabilities due to sell-buy-back transactions 5,754,399 5,124,161 1,151,722
Liabilities on loans and borrowings 234,200 227,353 355,135
Liabilities to members of consolidated mutual funds 1,009,451 688,282 165,276
Liabilities to the state budget, other than income tax liabilities 26,423 147,721 23,826
Regulatory settlements: ZUS, PFRONZ F§S and ot her 34,333 23,195 35,819
Insurance Guarantee Fund? 8,894 10,231 10,925
OFE PZUGuarantee Fund 20,873 534 -
I;fggt;%sa;c;;he National Fire Brigade Headquarters and Voluntary 20,756 4.451 21111
Under securities transactions and security deposits 2,175,143 1,533,088 1,288,212
Liabilities to PZU shareholders on account of dividends 3,317 3,321 3,396
Trade liabilities 72,997 69,273 60,029
Estimated non-insurance liabilities 34,019 125,673 43,880
Other 81,755 49,442 78,757
Other liabilities, total 10,790,699 9,351,414 4,484,673
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1)

The growth in liabilities to the OFE PZU Guarantee Fund follows from the compulsory additional payment
to the Guarantee Fund referred to in item 14.6.
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9.13. Gross written insurance premium
Gross written  insurance premium 1 January - 1 January -
31 March 2014 31 March 2013
Gross written premium in non-life insurance 2,377,655 2,400,121
In direct insurance 2,359,824 2,389,304
In indirect insurance 17,831 10,817
Gross written premiums in life insurance 1,976,324 2,025,802
Individual premiums 822,488 900,268
In direct insurance 822,488 900,268
Group insurance premiums 1,153,836 1,125,534
In direct insurance 1,153,836 1,125,534
Gross written premiums, total 4,353,979 4,425,923
Gross written  premium in direct non  -life insurance (by accounting classes 1January - 1 January -
prescribed by section Il of the attachment to the Insurance Activity Act) 31 March 2014 31 March 2013
Results of accidents and illnesses (group 1 and 2) 103,455 105,680
Motor third party liability insurance (class 10) 698,831 758,613
Other motor insurance (class 3) 528,835 538,012
Marine, air and cargo insurance (classes 4, 5, 6, 7) 19,138 18,615
Insurance against fire and other property damage (classes 8 and 9) 650,062 620,150
TPL insurance (classes 11, 12, 13) 271,321 267,599
Credit and guarantee insurance (classes 14, 15) 16,802 12,023
Assistance (class 18) 54,334 49,706
Legal protection (class 17) 304 269
Other (class 16) 16,742 18,637
Gross written  premium in direct non  -life insurance, total 2,359,824 2,389,304
9.14. Revenue from commissions and fees
Revenue from commissions and fees 1 January - 1 January -
31 March 2014 31 March 2013
Pension insurance 43,374 50,302
Commissions on distribution fees 9,323 10,940
Commissions on managing assets of an openend pension fund 34,051 39,362
Investment contracts 4,311 4,017
Revenue from fees relating to invest mer 4,311 4,017
Other 21,368 16,205
Revenue and payments received from funds and mutual fund companies 21,368 16,205
Revenue from commissions and fees, total 69,053 70,524
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9.15. Net investment income
Net investment income 311|\jzpcuha%1;1 311r\;|]:?cuha%1-3
Interest income, including: 353,338 434,429
- financial assets available for sale 14,924 17,259
- financial assets held to maturity 235,359 292,159
- loans 102,362 122,138
- cash and cash equivalents 693 2,873
Dividend income, including: 2,084 1,282
- financial assets measuredat fair value through profit or loss upon first recognition 1,608 1,182
- financial assets held for trading 476 100
Income on investment property 31,607 25,546
Exchange differences, including: (1,290) 9,956
- financial assets held to maturity 410 2,286
- financial assets available for sale (486) 1,760
- loans (214) 6,470
- receivables, including receivables under insurance contracts (1,000) (560)
Other, including: (21,954) (27,190)
- investment activity expenses (6,434) (9,712)
- investment property maintenance expenses (16,486) (17,478)
- effect of purchasing shares under the share capital increase in EMC 966 -
Net investment income, total 363,785 444,023
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Net change in the fair value of assets and liabilities carried at fair value

31 March 2014

9.16. Net result on the realization of investments and impairment charges
Net investment  realization result and investments impairment charges 1 January - 1 January -
31 March 2014 31 March 2013
Net result on investment realization (90,468) (8,742)
Elr)noznglzlt é::(s:s;sni(;;r:’ei(rj] SL fde?;]rg\falue through profit or loss - classified in that category (26,713) 8.627
- equity instruments 20,734 (2,614)
- debt securities (47,447) 11,241
Financial assets held for trading, including: (59,160) (24,734)
- equity instruments (3,517) 14,890
- debt securities (12,788) (5,636)
- derivatives (42,855) (33,988)
Financial assets available for sale, including: 6,569 16,656
- equity instruments - (2,071)
- debt securities 6,569 17,727
Financial assets held tomaturity, including: 1,445 2,847
- debt securities 1,445 2,847
Borrowings - 40
Receivables, including receivables under insurance contracts (13,116) (12,192)
Investment property 507 14
Impairment charges (21,197) (38,340)
Financial assets available for sale, including: (3,400) (86)
- equity instruments (3,400) (86)
Receivables, including receivables under insurance contracts (17,797) (38,254)
Net investment realization result and investments impairment charges, total (111,665) (47,082)
9.17. Net change in the fair value of assets and liabilities carried at fair value
1January - 1 January -

31 March 2013

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

. o o 206,218 (33,343)
upon first recognition, including:
- equity instruments 56,740 7,732
- debt securities 149,478 (41,075)
Financial instruments held for trading, including: 109,050 (79,806)
- equity instruments 68,499 (88,382)
- debt securities 31,784 33,288
- derivatives 8,767 (24,712)
Investment property (3,535) (16,151)
Measurement of liabilities to members of consolidated mutual funds (28,673) (6,227)
Consolidation of mutual funds, including: - 167,453
- amount transferred from the "Revaluation reserve" item to the consolidated profit
- - 179,270
and loss account as at the consolidation date
- amount resulting from the consolidation of special -purpose vehicles, which are
S . - (11,817)
subsidiaries of consolidated funds
Net change in the fair value of assets and liabilities carried at fair value 283,060 31,926
64



Powszechny Zakgad Ubezpiecze® Sp-gka Akcyjna

Interim Consolidated Financial Statements for Q1 2014 according to IFRS

(in thousands of PLN)

9.18. Other operating income
Lo 1 January - 1 January -
Other operating income 31 March 2014 31 March 2013
Change to the scope of consolidation and measurement by the equity method - 35,392
Reinsurance commissions and profitsharing 3,990 77,005
Revenut_as on the sales of products, merchandise and services by noninsurance 53,658 51.876
companies
Other 47,539 40,645
Other operating income, total 105,187 204,918
9.19. Net insurance claims
Net insurance claims 1 January - 1 January -
31 March 2014 31 March 2013
Claims and change in technical provisions in nortlife insurance 1,137,028 1,139,188
Re insur er s 06 andmthechange indechaicahpsovisions in non-life (31,027) 10,300
insurance
Claims and change in technical provisions in life insurance 1,558,240 1,581,200
Reinsurersd share in claims and in the ¢ (75) 9
Claims, total 2,664,166 2,730,697
9.20. Claims and changes in valuation of investment contracts
Claims and changes in valuation of investment contracts L January - 1 January -
9 31 March 2014 31 March 2013
Under investment contracts with guaranteed and set conditions 6,170 11,489
- interest expenses calculated using the effective interest rate 6,170 11,489
Under investment contracts flinked) cl i entds (1,253) (265)
Claims and changes in valuation of investment contracts, total 4,917 11,224
9.21. Administrative, acquisition and claims handling expenses, by type
Claims handling, acquisition and administrative costs, by type 1 January - 1 January -
9.acq » DY P 31 March 2014 31 March 2013
Consumption of materials and energy 19,707 22,640
External services 114,034 110,846
Taxes and fees 36,531 15,203
Employee expenses 329,081 337,567
Depreciation of property, plant and equipment 17,294 19,102
Amortization of intangible assets 16,792 15,650
Other, including: 499,126 455,045
- commission on direct activity 407,454 360,018
- advertising 7,585 12,362
- remuneration of group insurance administrators in work establishments 53,066 51,052
- other 31,021 31,613
Change in capitalized acquisition expenses (31,634) (13,712)
Claims handling, acquisition and administrative costs, total 1,000,931 962,341
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9.22. Other operating expenses
Other operating expenses 31 March 2014 31 March 2013
Change of the consolidation perimeter - 35,134
Creation of impairment charges for intangible assets and property, plant and equipment 2,142 9,415
Insurance Guarantee Fund 8,894 9,997
National Fire Brigade Headquarters and Association of Voluntary Fire Brigades 20,756 21,111
Compulsory payments to insurance market institutions 16,537 15,596
Expenditures for prevention activity 8,416 7,456
Expenses of the core business of the noninsurance companies 61,035 54,843
Other 58,910 43,407
Other operating expenses, total 176,690 196,959
9.23. Financial expenses
Financial expenses L January - 1 January -
31 March 2014 31 March 2013
Interest, including: 31,632 7,780
- loans 29,088 4,398
- bank loans 2,520 3,120
- other 24 262
Other, including: 566 6,620
- exchange differences 374 6,620
- other 192 -
Financial expenses, total 32,198 14,400
9.24. Other comprehensive income
Income tax on other comprehensive income items 1 January - 1 January -
31 March 2014 31 March 2013
Gross other comprehensive income 12,583 (197,513)
Income tax (3,108) 43,594
Financial assetsavailable for sale (2,841) 43,594
Reclassification of real property from property, plant and equipment to investment
property (267) )
Net other comprehensive income 9,475 (153,919)

10. Contingent assets and liabilities

Contingent assets and liabilities

31 March 2014

31 December

31 March 2013

2013
Contingent assets, including: 27,287 35,231 17,746
Guarantees and sureties received 21,259 21,259 17,746
Other 6,628 13,972 -
Contingent liabilities 131,012 144,576 284,310
Guarantees and sureties given 5,147 6,842 6,040
Disputed insurance claims 87,534 92,535 176,578
Other disputed claims 19,912 17,270 51,142
Other, including: 18,419 27,929 50,550
Afgiztrlslcgflgdlgles under loan agreements concluded by the 18,018 27,622 49,786
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11. Commentary to the Interim Consolidated Financial Statements
11.1. Commentary

In the period of 3 months ended 31 March 2014, gross written premium was PLN 4,353,979 thousand compared
to PLN 4,425,923 thousand in the corresponding period of the previous year (-1.6%). The decline in sales applied
above all to the following:

1 single-premium individual insurance (PLN -76,871 thousand), particularly endowment products in the
bancassurance channel;

1 in the mass insurance segment (PLN-39,052 thousand), including:

- motor insurance (PLN T 51,725 thousand) as an effect of the aging portfolio and the decline in the
average premium;

- compulsory insurance of buildings in farms as an effect of market competition becoming more fierce;

At the same time, regular premium growth was recorded in the group and individually -continued insurance
segment (PLN +32,475 thousand), mainly as a result of expanding protection group insurance (higher average
premium and number of insureds, including a high level of new sales).

Investment income (including investment contracts i.e. contracts that involve no material insurance risk) for Q1
2014 and Q1 of 2013 were PLN 535,180 thousand and PLN 428367 thousand, respectively, increasing mainly
due to higher valuation of equity instruments driven by better market conditions at the WSE (in Q1 2014, the
WIG index grew by 2.1%, after dropping by 4.9% the year before) and higher valuation of debt instrum ents (e.g.
the yield of 10Y bonds fell by 12 basis points in Q1 2014, while in Q1 2013 it rose by 20 basis points). Moreover,
since mutual funds were consolidated as of 1 January 2013, non-recurring income (gross) of PLN 167,453
thousand was recognized in Q1 2013.

The reduction in net claims paid (incorporating the change in provisions for outstanding claims) of PLN 66,531
thousand (-2.4%) in comparison with a similar period in the previous year resulted in particular from the
following:

1 low claims ratio in motor insurance thanks to favorable road conditions (low claims frequency);

1 low level of mass claims and single claims with a significant payment amount in property insurance;
1 absence of high unit value claims in the corporate client segment;
1

decline in the frequency of events caused by the death of the insured / co -insureds compared to Q1 2013 in
group and continued protection insurance;

=

lower sales of structured products in the bancassurance channel;

lower growth of mathematical provisions in continued protection insurance as an effect of product
modification affecting the amount of mathematical provisions established at the time when an insured takes
individual continuation.

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

1 lower pace of conversion from long-term contracts into yearly -renewable term contracts in type P group
insurance (the conversion effect in Q1 2014 translated into a reversal of provisions in the amount of PLN
29,210 thousand, PLN 18,384 thousand less than in the same period in 2013 );

1 an increase of mathematical provisions in unit-linked products following better investment activity
performance, which coupled with the simultaneous higher valuation of investments did not exert an impact
on the PZU Groupbs results;

1 higher level of annuity provisions in the agricultural insurance group.

In Q1 2014, acquisition expenses increased by PLN 27,036 thousand (+5.6%) compared to the corresponding
period of the previous year. This growth was in particular the result of expandin g the portfolio of contracts and
the high sales of new policies in group protection insurance and changes to commission rates in bundled motor
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insurance in the mass insurance segment. The increase in acquisition expenses was partially offset by the
incremental growth of deferred costs for long -term contracts executed in the corporate insurance segment.

The growth in administrative expenses of PLN 7,799 thousan:
compulsory additional payment to the Guarantee Fund in KDPW in the amount of PLN 20,873 thousand (statutory
change to the required | evel from 0.1% to O0.3% of an OFE

maintaining cost discipline in the major areas of activity.

The net balance of other operating revenues and expenses in the 3-month period ended 31 March 2014 declined
by PLN 79,462 thousand compared to the corresponding period of the previous year. This change was caused
mainly by recognition of non-recurring income under a settlement reached with a reinsurer (non -recurring impact
on other operating revenues in Q1 2013 of PLN +73,272 thousand, with a total impact on the gross result being
PLN +53,207 thousand). 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 Q1 2014 was PLN 1,011,681 thousand, making it lower by PLN 54,603 thousand (-5.1%)

compared to the result in the same period of the previous year. This change was caused in particular by the

following:

9 deterioration in the profitability of the mass insurance segment compared to Q1 2013 (PLN -113,870
thousand), mainly in other motor insurance (recognizing in the results of the same period of 2013 the effect
of the Green Card insurance settlement with the reinsurer with the impact on the technical result being PLN
+53,207 thousand) and motor insurance (decline in the earned premium coupled with the simultaneou s
growth of acquisition expenses);
higher result on investment activity associated with the improved market conditions on WSE;

improvement of profitability in group and individually continued insurance (PLN +52,900 thousand, excluding
the conversion effect) mainly as a result of portfolio growth, the lower loss ratio in protection products and
lower growth of the mathematical reserve in individually continued insurance;

1 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 18.384 thousand.

The net profit fell in comparison to Q1 2013 by PLN 76,674 thousand (-9.2%) to PLN 760,443 thousand.

IFRScompliant consolidated equity as at 31 March 2014 was PLN 13,887,660 thousand compared to PLN
14,951,938 thousand as at 31 March 2013. The return on equity (ROE?) for the period from 1 January 2014 to 31
March 2014 was 22.5%, making it 0.4 p.p. lower t han in the corresponding period of the previous year. In
comparison with consolidated equity at 31 December 2013, equity rose PLN 760,029 thousand (+5.8%), while
ROE1 was 1.6 percentage points lower as compared to the ratio for the period from 1 January 2013 to 31
December 2013.

Total equity and liabilities as at 31 March 2014 increased compared to 31 December 2013 by PLN 2,257,277
thousand, i.e. by 3.6% (to PLN 65,044,581 thousand), mainly as a result of concluded sell -buy-back transactions,
unsettled securities purchase transactions and higher equity.

The investment portfolio as at 31 March 2014 and 31 December 2013 was PLN 51,945,065 thousand and PLN
51,198,588 thousand, respectively. The growth of PLN 746,477 thousand was associated mainly with the higher
valuation of equity instruments.

The value of technical provisions with investment contracts at the end of the third quarter of 2014 was PLN
39,382,780 thousand, accounting for 60.5% of total assets. Compared to 31 December 2013, provisions fell by
PLN 6,673 thousand. The changes resulted from, among other things, the following:

2 Annualized ratio.
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1 high number of people reaching the endowment age in short-term endowment products in the
bancassurance channel, combined with much lower sales levels;

positive investment activity results and new business in unit-linked products;

increase in premium provisions characteristic of non-life insurance in Q1 of this year associated with the
seasonal nature of agreements (certain insurance agreements must be entered into 1 January i this includes
insurance of farm buildings and certain types of third party liability insurance).

12. 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, Iltem 2060, "Solvency
Margin Regulation").

Detailed information on the method for calculating solven cy have been presented in the consolidated financial
statements of the PZU Group for 2013.

Financial data included in the calculation of shareholder funds and solvency margin have been determined based
on the PAS.
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Calculation of shareholder funds covering PZU's solvency margin is presented below.

Calculation of shareholder funds covering the solvency 31 March 31 December 31 March
margin 2014 2013 2013
PZU equity 13,058,372 12,259,761 14,164,492
Intangible assets (233,366) (244,582) (126,529)
VaIL_Je of shares in insurance companies held by the PZU insurance (4,922,079) (4,565,872) (7.145,578)
capital group
Deferred tax assets (326,185) (347,521) (303,284)
nsurance capialgroup to PZU's Shavehaider funds: 2719270 2403826 5072714
PzU tycie SA 100.00% 2,791,502 2,407,872 5,089,061
Shareholder funds 4,556,799 4,184,609 6,841,237
Solvency margin 1,765,297 1,776,737 1,752,176
Surplus of shareholder funds covering the solvency margin 2,791,502 2,407,872 5,089,061
UAB DK PZU Lietuva 99.76% 2,299 7,931 1,860
Shareholder funds 46,656 48,438 38,439
Solvency margin 44,351 40,488 36,575
Surplus of shareholder funds covering the solvency margin 2,305 7,950 1,864
UAB PZU Lietuva Gyvybes Draudima®9.34% 6,287 6,608 7,535
Shareholder funds 21,763 21,996 23,042
Solvency margin 15,434 15,344 15,457
Surplus of shareholder funds covering the solvency margin 6,329 6,652 7,585
PrJSC PZU Ukraine 100.00% (13,535) (13,094) (17,832)
Shareholder funds 4,084 10,554 4,929
Solvency margin 17,619 23,648 22,761
il;rg;s/shortage of shareholder funds covering the solvency (13,535) (13,094) (17,832)
PrJSC IC PZU Ukraine Life Insurance 100.00% (7,283) (5,491) (7,910)
Shareholder funds 8,120 9,557 7,138
Solvency margin 15,403 15,048 15,048
ﬁ]lgr;z;il:]s/shortage of shareholder funds covering the solvency (7.283) (5.491) (7.910)
PZU shareholder funds 10,356,012 9,505,612 11,661,815
PZU solvency margin 1,351,521 1,362,353 1,348,689
PZUindemnity capital 450,507 454,118 449,563
Surplus of shareholder funds covering the solvency margin 9,004,491 8,143,259 10,313,126
Surplus of shareholder funds covering the indemnity capital 9,905,505 9,051,494 11,212,252
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13. Segment reporting
13.1. Reportable segments

13.1.1.  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 a company for which separate financial information
is available and are subject to regular assessment of the allocation of resources and assessment of operating
results, by the chief operating decision maker ("CODM?", in practice this is the PZU Management Board).

PZU Group's fundamental model of segmentation is based on the criterion of entities subject to consolidation,
while in the leading companies of the PZU Group (PZU and
according to the criteria of customer groups, product lines and nature of the business.

PZU has distinguished the following segments:

i corporate insurance (non-life);

T mass insurance (nortlife);

1 investments i entailing investing activity of its own funds.

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

T individual insurance (life);

i investments i entailing investing activity of its own funds;

1 investment contracts i described in greater detail below in this chapter.

The following segments have also been distinguished, because of to their distinct separation and operation in
different regulatory environments, and also due to the internal financial reporting system used by the PZU Group,
which is also based on the criterion of entities subject to consolidation and usefulness for users of financial
statements:

9 pension insurance;
bl Ukraine (non-life and life insurance);
i Balticsi Lithuania, Latvia, Estonia (non-life and life insurance).

If the qualitative or quantitative prerequisites described by IFRS 8 items 1 2-19 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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13.1.2.  Information relating to geographical areas

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

segments were identified:

q Poland;

q Baltics;

1 Ukraine.

13.2. Inter -segment settlements

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 using interest rates from the yield curves

for 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 inve stments covering the corresponding technical

provisions is carried directly.

13.3. Segment 6s measure of profit

The PZU Groupbs fundamental measure of a segmentds profit i

1 in insurance companiesi insurance result according to local accounting standards in force in the country of
the companyb6s registered offices, which is the financi al
costs (including costs of financing), however including investment income (corresponding to the value of
technical provisions) determined using the risk free rate. 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 desciibed in the previous sentence;

i in non-insurance companiesi the operating result according to local accounting standards in the country of
the companyédés registered offices or according to | FRS, \
financing.

13.4. Description of the segments

Bel ow a description of all the PZU Groupds distinguished

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

1 Corporate insurance (non-life) i reporting according to PAST covering a broad scope of property insurance,

TPL and motor insurance customized to a customerdés needs
to large economic agents;

1 Mass insurance (nontlife) - reporting according to PAS T 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;

1 Group and individually continued insurance (life) - reporting according to PAS i covering group insurance
addressed by PZU tycie to groups of employees and other
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
continuation during the group phase. PZU tycieds offer
investment contracts) and health insurance;

1 Individual insurance (life) - reporting according to PAST covering insurance offered b

individual clients under which the insurance contract applies to a specific insured and this insured is subject
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