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Letter of the Chairman of the Supervisory Boards
of HDI Asekuracja TU S.A. and HDI-Gerling Polska TI$.A.

Ladies and gentlemen,

The Talanx Groupes largest acquisition to date ... the acquisition of
the operational companies of the Gerling Group and consequently
among others ... of Gerling Polska TU S.A., a property and casualty
company operating in the Polish market, is also the activity with the
most far-reaching strategic implications.

The acquisition announced in November 2005 and legally finalized
at the end of April 2006, puts the seal on the strategic interim
measure of adding to the weight of primary insurance within the
Group through more-than-average growth.

With this acquisition we have finally achieved our goal of creating
a balanced group that will enjoy more consistent profitability.
All these accomplishments will be supported by the realization of
synergistic benefits. We have now attained a sufficient operating
size that will enable us to exploit the worldwide opportunities that
are opening up to the European insurance industry even more
effectively than has hitherto been the case. From now on, Talanx
is well equipped to face the competition that lies ahead in the
international arena.

In 2006, HDI Asekuracja TU S.A. was developingwergssfully

and set an earnings record, which contributezlidthexcellent
annual result of the whole Talanx Group. The success of the
operational unit in Poland is even more valuable taking into
consideration the fact that HDI Asekuracja TU S.A. was in the
process of the merger with HDI SAMOPOMOC TU S.A.The
process of a formal and operational merger of both entities in
Poland was successfully accomplished on November 30, 2006.

With the beginning of the year 2007, which will be the year
of new challenges for all of us, we anticipate that after fulfilment
of some legal requirements in Germany we will be in a position
to merge under the common name of HDI Asekuracja
Towarzystwo Ubezpieczet S.A. and a common trademark, two
Polish operational companies: HDI Asekuracja ystwearz
Ubezpieczet S.A. and HDI-Gerling Polska Towarzystwo
Ubezpieczet S.A.

This action will enable the Talanx Group to further enhance with
the new market segments and diversify the already strong market
positioning of these companies and will lay the foundation for
continued profit orientated and vigorous growth on the Polish
market in the future.

| am convinced that, the Management Boards of HDI Asekuracja
TU S.A. and HDI-Gerling Polska TU S.A., which act within

a personal union, will continue to work hard on ways to improve
results, continue to work on creating value for the Talanx Group
and we will pay close attention to our customerse changing
requirements and new developments within the business. It is
certain that our flexible strategy and the strength of our resources
will enable us at all times to take advantage of new business
opportunities.

On behalf of the Supervisory Boards and my own | would like to
thank all employees of HDI Asekuracja TU S.A. and HDI-Gerling
Polska TU S.A. for the great effort they put into our business over
the past year.

Dr Christian Hinsch
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Letter of the President of the Management Boards
of HDI Asekuracja TU S.A. and HDI-Gerling Polska T$.A.

Ladies and Gentlemen,

With great pleasure | would like to present to you the Annual
Report of HDI Asekuracja TU S.A. and HDI-Gerling Polska TU
S.A. in 2006.

The year was very important for the Companies. On November
30, 2006 HDI Asekuracja TU S.A., as the acquiring company
merged with HDI SAMOPOMOC TU S.A., as the company
being acquired, both belonging to the Talanx/HDI Group.

The consolidated Company operates as HDI Asekuracja
Towarzystwo Ubezpieczet S.A. with its registered seat in Warsaw.

HDI-Gerling International Holding AG (Talanx Group) with its
registered seat in Hannover holds 100% shares of the merged
Company.

The development strategy of the consolidated Company is created
within the strategy of the Talanx Group, adjusted to the specific
requirements of the Polish market and anticipates further growth
of the insurance portfolio, providing customers with readily
available insurance services of the Companies through the sales
network of units, network of agents and brokers maintaining high
level service standards.

We strongly believe that the merger will enable further stable
growth of the Company providing safety and satisfaction for our
customers and partners.

The transaction of acquisition of the Gerling Group by the Talanx
Group with its seat in Hannover was another important event that
took place on April 30, 2006.

Next, natural step toward implementation of the development

strategy will be the consolidation of two, hitherto separately

operating insurance companies i.e. HDI Asekuracja TU S.A. with
Gerling Polska TU S.A. (the name was changed to HDI-Gerling

Polska TU S.A.). The consolidation process is motivated by
a policy of having one company operating in the segment of
property and casualty insurance with a complex product offer for
all the segments of customers.

One of our main aims that we want to achieve while implementing
the consolidation process of HDI Asekuracja TUWSIA.
HDI-Gerling Polska TU S.A., is to keep and further increase the
portfolio of commercial insurance, hitherto offered by Gerling
Polska TU S.A. We are aware that the necessary condition for
realization of the aim is to provide service for our customers at least
at the same level as it was so far.

We hope that thanks to the consolidation of two insurance
companies we will be able to offer you services that will satisfy your
needs more completely than so far. The consolidated company will
have a vast sales network of units located throughout the country
that should facilitate contact with us. We will do our best to carry
out the merger in such a way as to further enjoy your confidence
and meet your expectations.

Stanis aw Godlewski
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Basic information about the Company



Business of HDI Asekuracja TU S.A.

(Property and Casualty Insurance Company)
HDI Asekuracja Towarzystwo Ubezpieczet Spé ka
Akcyjna in Radom was established by a Notarial Deed
dated on August 18, 1994. The Company was granted
its Insurance Licence by the Minister of Finance
(No. DU/2496/A/KK/94) on September 30, 1994 and
started its insurance activity on December 31, 1994

HDI SAMOPOMOC Towarzystwo Ubezpieczet Spé ka
Akcyjna was established in Warsaw by a Notarial Deed
dated on May 10, 1990. The Company was granted its
Insurance Licence by the Minister of FinanceNNb. D
006 37 90) on March 28, 1990 and started itsrasura
activity on July 1, 1990.

On November 30, 2006, a merger of HDI Asekuracja
TU S.A. and HDI SAMOPOMOC TU S.A. took
place. The aim of the merger was to strengthen the
position of the Talanx Group on the Polish insurance
market. The Company which continues the insurance
business is HDI Asekuracja TU S.A.

The Companyes business is that of Property and

Casualty Insurance.

The Companyes insurance programs are focused on
personal lines and small and medium-size enterprices.

Share capital and shareholders
As at December 31, 2006, the share capital of the
Company amounted to 142 100 000 PLN.

The changes in the share capital in years 2005-2006
are showed below.

Share capital (PLN<000)

31.12.2005
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HDI-Gerling International Holding AG (the Talanx
Group) from Hannover is the only shareholder of HDI
Asekuracja TU S.A.

Sales network and employment

In year 2006, the Company was pursuing its insurance
activities through the following network: Head Office,

8 Regional Offices, 53 Branch Offices and 264 Sales
Offices.

Sales network

Total

Regional Branch Offices
Regional Branch Offices
Branch Offices

Branch Offices

Sales Offices

Sales Offices

Decrease in member of units of the Company was
a direct result of merger of offices in the szatiens.

Sales network



Oddziay, jako podstawowe jednostki operacyjn&ranch Offices, being key operational units, are
Towarzystwa, rozlokowane sa na terenie ca ego krajuoughout Poland and provide ... together wit

i wykonuja ... wraz z Filiami ... funkcje wchodzaGsdfices ...

a comprehensive service to the Cq

w zakres bezpoEredniej obs ugi klientéw. Oddziagustomers. Regional Offices are responsiblerfasisu
Okr'gowe nadzoruja i koordynuja prace Oddzia 6w. and coordinating operations of Branch Offices.

Stan zatrudnienia
Employment

31.12.2006 31.12.20(4

1642

Head Office

182

Oddziay
Branch Offices

1077

Filie
Sales Offices

383

Agenci (umowy agencyjne)
Intermediaries (contracts)

4 288

* Symulacja liczby agentéw po aczonych sp6 ek HDI Asekuracja TU S.A. i HDI SAMOPOMOC TU S.A.
* Simulation of the number of intermediaries of the merged companies HDI Asekuracja TU S.A. and HDI SAMOPOMOC TU S.A.

Stan zatrudnienia
Number of employees

Agenci (umowy agencyjne)
Intermediaries (contracts)

31.12.2005 31.12.2006

31.12.2005 31.12.2006

W zwiazku z restrukturyzacja sieci sprzeday zmala@ue to change in sales structure, the n
liczba uméw agencyjnych w stosunku do rokuof intermediaries (contracts) decreased b

poprzedniego o 5,0%.

in comparison to previous year.




Podstawowe dane finansowe (tys. z)

Selected financial data (PLN+000)

Wyszczegolnienie 2006
Items

Sk adka przypisana brutto

Gross Premium Written

Sk adka zarobiona na udziale w asnym

Earned premium net of reinsurerse share

Odszkodowania i Ewiadczenia wyp acone brutto

Gross claims and benefits paid

Odszkodowania i Ewiadczenia na udziale w asnym
Claims and benefits paid net of reinsurerse share

Wsp06 czynnik szkodowoEci na udziale w asnym

Net loss ratio

Koszty dzia alnoEci ubezpieczeniowej

Cost of insurance activity

Koszty akwizycji

Acquisition costs

Koszty administracyjne

Administration costs

Prowizje reasekuracyjne i udzia y w zyskach reasekuratorow
Reinsurance commission and share in reinsurerse profits
Wsp6 czynnik kosztow dzia alnoEci ubezpieczeniowej na udziale w asnym
Net cost of insurance activity ratio

Pozosta e przychody techniczne na udziale w asnym
Other technical income net of reinsurerse share

Pozosta e koszty techniczne na udziale w asnym

Other technical expenses net of reinsurerse share
Wskaénik wyniku na pozosta ych operacjach technicznych
Net technical result ratio

Zespolony wskaénik kosztow

Combined ratio

Wynik techniczny ubezpieczet

Technical profit/loss

Przychody z lokat

Investment income

Wynik finansowy brutto

Gross profit/loss

Wynik finansowy netto

Net profit/loss

826 484

634 851

453 044

441 824

69,6%

180 084

110 902

106 784

37 602

28,4%

11101

26 927

2,5%

100,5%

3 547

54 224

49 156

44 462




Podstawowe dane finansowe ... cd. (tys. z)
Selected financial data ... conted (PLN<000)
Wyszczegolnienie 31.12.2006

1184 715

Kapitay w asne

Equity

Kapita zak adowy

Share capital

Arodki pieni” ne

Cash

WysokoEcg lokat

Investments

Rezerwy techniczno-ubezpieczeniowe brutto (z uwzgl dnieniem oszacowanych
regreséw i odzyskow)

Gross technical and insurance provisions (including estimated

future recourses and subrogations)

Aktywa stanowiace pokrycie rezerw techniczno-ubezpieczeniowych brutto
Assets to cover gross technical and insurance provisions

Nadwy ka/niedob6r pokrycia rezerw techniczno-ubezpieczeniowych brutto
Surplus/deficit to cover gross technical and insurance provisions

Stopiet pokrycia rezerw techniczno-ubezpieczeniowych brutto

% of covering of gross technical and insurance provisions

Arodki w asne na pokrycie marginesu wyp acalnoEci

Own funds (assets)

Margines wyp acalnoEci

Solvency margin

Nadwy ka/niedobor Erodkéw w asnych na pokrycie marginesu wyp acalnoEci
Surplus/deficit of own funds to cover solvency margin

Stopiet pokrycia marginesu wyp acalnoEci

% of covering solvency margin

224 538

142 100

2983

962 306

1 031 966

1 235 449

203 483

119,7%

207 299

115 323

91 976

179,8%

31.12.204
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Companyes position in the Polish insurance
market

The Companyes share in the property and casualty
insurance market was 5.3% in 2005 and 5.0%
in 2006. On the basis of the Gross Premium Written,
the Company was ranké&drbthe list of property and
casualty insurance companies operating in Poland
in 2006.

The Company offers over 60 different types aftyrope
and casualty insurance products. It has got dinel sec
largest distribution and services network in Poland
making it possible to provide the comprehensige ser
to its customers troughout Poland.

HDI SAMOPOMOC TU S.A. and HDI Asekuracja
TU S.A. have been the members of Talanx Group,
which through its Subsidiary, HDI-Gerling Interna-
tional Holding AG, is the strategic investor of the
merged Company.






Significant events in year 2006



Merger of the Companies

On November 30, 2006, a merger of the two insurance
companiedHDI Asekuracja TU S.A. and HDI
SAMOPOMOC TU S.Aook place.

The merged company performs its activity under the
nameHDI Asekuracja Towarzystwo Ubezpieczet
S.A.located in Warsaw.

The only shareholder of the merged company is HDI-
Gerling International Holding AG with its registared
seat in Hannover (Germany).

The development strategy of the merged Company is
created within the scope of the Talanx Groupes strategy,
with the consideration of the Polish marketes specificity.
It assumes further increase of the insurance portfolio
and providing the clients with direct access to the
Companyes services by the use of the regional units,
agentse and brokerse network, together with the
maintenance of the current high service standards.

On April 30, 2006, the acquisition of the Gerling
group by the Talanx Group was finalized. The next
step is to merge the two insurance companies,
operating on the Polish market independently, i.e.
HDI Asekuracja TU S.A. and Gerling Polska TU
S.A which has been renamed HDI-Gerling Polska TU
S.A. as a result of the ownership changes.

These activities started the process of merger of the
two companies which is planned to be completed in
the year 2008.

Organizational issues

In 2006, the companyes activity was focused
on the actions related to the project of merger
of HDI Asekuracja TU S.A. and HDI SAMOPOMOC

TU S.A. On December 1, 2006 all organizational
units ... Regional Branch Offices, Branch Offices and
Sales Offices of both companies ... became the units
of HDI Asekuracja TU S.A. Their scope of activities
and duties remained unchanged.
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Sales and marketing area

On December 1, 2006 the insurance agents cogperatin
with HDI SAMOPOMOC TU S.A. so far, became the
agents of HDI Asekuracja TU S.A.

IT development of the Company

In the application area, two projects were initiated:

€ the Oracle Financials operating so far in HDI
SAMOPOMOC TU S.A. was chosen and implemented
as the basic financial and accounting systena for th
merged Company,

€ TIA insurance system operating so far in HDI
Asekuracja TU S.A. was chosen as the basic insurance
system for the merged Company; the implementation
was commenced and is expected to be complied by
year end 2007.

In the infrastructure area, several projects were

implemented:

€ the construction of the common domain based on
the Windows 2003 server together with launching
of Active Directory,

€ the implementation of the common mail system
based on the Lotus Domino server,

€ construction of the common WAN network based
on the MPLS IP VPN technologies.

Financial policies

In 2006, the capital of HDI Asekuracja TU S.A. was

increased by the amount of 167.3 m. PLN, and the
amount of 72.1 m. PLN was transferred to share
capital while 95.2 m. PLN to the reserve capital.

Capital increase caused further improvement of
statutory security ratios.

The investment policy is designed to ensure the effi-
ciency and profitability of investments portfolio and at
the same time the appropriate level of safety, stability
and liquidity of investments.

Policy of establishing unified technical and insurance
provisions was also introduced. The level of technical
and insurance provisions should assure proper
payment of the future liabilities arising from insurance
contracts.



Restructuring actions and synergies

Within the framework of restructuring actions,
the operating costs of the Company were sidgificant
reduced. These actions, combined with the restguctu
of employment, led to significant improvementeof th
financial result of the Company.



Insurance activities in year 2006



Struktura ubezpieczet (tys. z)
Insurance portfolio (PLN<000)
Rodzaje ubezpieczet
Type of insurance Sk adka
Premium
Komunikacyjne
Motor insurance
Gr. 3-6 Casco
Casco
Gr. 10 OC pojazdéw ladowych

691 743

55 905

2006
Struktura
Structure

83,7%

6,8%

(komunikacyjne) 635 838 76,9%

Motor TPL
Pozosta e
134 741
NNW
Personal accident
Ubezpieczenia majatkowe
Property
Pozostae OC
Other TPL
Gr. 14-18, Re Ryzyka finansowe i reasekura(%'a
Financial risk and reinsurance 2511
Ubezpieczenia ogd em
Total

34 815

72 193

15 222

826 484

16,3%

4,2%

8,8%

1,8%

1,5%

100,0%

2005
Sk adka
Premium

686 398

88 908

597 490

151 719
35112
80 225
25 218
11 164

838 117

Ubezpieczenia komunikacyjne Pozosta e

2005

Motor insurance
B 2006

Other

Dynamika
Struktura Dynamic
Structure2006/2004

81,9% 100,

10,6% 62,

71,3%

18,1%
4,2%
9,6%
3,0%

1,3%

100,0%




Net loss ratio

Type of insurance

Total

Personal accident
Casco

Property

Motor TPL

Other TPL

Financial risk and reinsurance

ANNUAL REPORT

The net loss ratio of the whole insurance portfolio,
decreased from 70.2% in 2005 to 69.6% in 2006.
The change of the loss ratio in the casco line (by 12.7
percentage points) resulted from restructurization of
the casco portfolio, which in turn caused lowering of
dynamics of premium. The increase of loss ratio in
TPL line resulted mainly from the large claims,
especially in the GTPL line. The changes of net loss
ratio are caused also by the changes in the scope of the
reinsurance contracts.

Net loss ratio by risk groups

-.II]t

W 2005

Gr. 14-18, R©g6 enlotal
Il 2006

27



Reinsurance

The reinsurance program for 2006 both for HDI
Asekuracja TU S.A. and HDI SAMOPOMOC

TU S.A. was unified. Proportional quota share
reinsurance was applied only to casco, MTPL and
farmers' liability, while other risks were protected be
the excess of loss treaties, except for personal accidents.

Extract from technical account (PLN+<000)

ltems Dynamics

Gross Premium Written
Reinsurance
% of reinsurerse share in GPW

Gross claims and benefits paid
Reinsurerse share in claims and benefits paid

% of reinsurerse share in claims and benefits paid
Gross reinsurance commission and share in reinsurerse profits

Reinsurance commission/Reinsurerse share of premiums

Extract from technical account (PLN+<000)

Gross Premium Written

Reinsurerse share Gross claims and benefits
in premiums paid
Reinsurerse share
in claims and benefits paid

M 2005 M 2006
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Technical and insurance provisions

The following technical and insurance provisions have
been established by the Company: unearned premium
reserve, provisions for unpaid claims and benefits, inc-
luding provisions for capitalised value of annuities,
risk equalisation reserve and provisions for bonuses
and rebates.

Dynamics
Technical and insurance provisions excluding estimated
future recourses and subrogations (PLN<000)
Gross technical and insurance provisions
Gross unearned premium reserve and reserve for unexpired risks
Gross provisions for unpaid claims and benefits
Risk equalisation reserve
Provisions for bonuses and rebates

Reinsurerse share in technical and insurance provisions

Net technical and insurance provisions

Technical and insurance provisions (PLN+<000)

Reinsurerse share
Gross technical and Net technical and
insurance provisions  insurance provisions

Ml 31.12.2005 B 31.12.2006

29



Koszty dzia alnoEci ubezpieczeniowej (tys. z) 2006 % sk adki % sk adki Dynami
Costs of insurance activity (PLN=000) zarobionej zarobionej Dynamic
brutto brutto 2006/200

% of GPE % of GPE

Koszty akwizycji
Acquisition costs

110 902 13,7% 120 812 13,6% 91,

Koszty administracyjne
Administration costs
Razem

Total

106 784 13,1% 113 577 12,7% 94,

217 686 26,8% 234 389 26,3% 92,

Il 2005 B 2006



Wynik techniczny ubezpieczet wed ug grup (tys. z)
Technical results by risk groups (PLN<000)
Rodzaje ubezpieczet
Type of insurance
NNW
Personal accident
Casco
Casco
Ubezpieczenia majatkowe
Property

OC pojazdéw ladowych (komunikacyjne)
Motor TPL
Pozosta e OC
Other TPL

Gr. 14-18, Re  Ryzyka finansowe i reasekuracja
Financial risk and reinsurance

Razem
Total







Financial results in year 2006



Aktywa (tys. z) 31.12.2006
Assets (PLN<000)

WartoEci niematerialne i prawne

Intangible assets

Inne wartoEci niematerialne i prawne i zaliczki na poczet
wartoEci niematerialnych i prawnych 5 556
Other intangible assets and advances for intangible assets

Lokaty

Investments

NieruchomoEci

Real estate

Grunty w asne oraz prawo wieczystego u ytkowania gruntu

Freehold land and perpetual leasehold of land

Budynki i budowle oraz spé dzielcze w asnoEciowe prawo do lokalu

Buildings and constructions and cooperative ownership title to the premises

Inne lokaty finansowe

Other financial investments

Udzia y, akcje, inne papiery wartoEciowe o zmiennej kwocie dochodu

oraz jednostki uczestnictwa i certyfikaty inwestycyjne w funduszach inwestycyjnych
Shares and other securities with variable yield and participation units in trust funds

5 556

962 306

13 750

9104

4 646

948 556




D u ne papiery wartoEciowe i inne papiery wartoEciowe o sta ej kwocie dochodu
Debt notes and other securities with a fixed yield
Pozosta e po yczki

Other loans

Lokaty terminowe w instytucjach kredytowych
Term deposits in financial institutions

Pozosta e lokaty

Other investments

Nale noEci

Receivables

Nale noEci z tytu u ubezpieczet bezpoErednich
Direct insurance receivables

Nale noEci od ubezpieczajacych

Receivables from the insured

Nale noEci od poErednikéw ubezpieczeniowych
Receivables from insurance intermediaries

Inne nale noEci

Other receivables

Nale noEci z tytu u reasekuracii

Reinsurance receivables

Inne nale noEci

Other receivables and claims

835 164

97

0

149 639

122 640

104 052

17 621

967

24 533

2 466

Nale noEci od bud etu

State Budget receivables 0

Pozosta e nale noEci

Other receivables and claims
Inne sk adniki aktywow

Other assets

Rzeczowe sk adniki aktywow
Tangible fixed assets

Arodki pieni” ne

Cash

Rozliczenia mi"dzyokresowe
Prepayments and deferred costs
Aktywa z tytu u odroczonego podatku dochodowego
Tax assets

Aktywowane koszty akwizycji
Deferred acquisition costs
Zarachowane odsetki i czynsze
Accrued interest and rent

Inne rozliczenia mi"dzyokresowe
Other prepayments

Aktywa razem

Total assets

67

2 403

1184 715




Pasywa (tys. z)

Liabilities and equity (PLN<000)

Kapita w asny

Equity

Kapita podstawowy

Share capital

Kapita (fundusz) zapasowy

Reserve capital

Zysk (strata) z lat ubieg ych

Accumulated profit/loss from previous years

Zysk (strata) netto

Financial result for the year

Rezerwy techniczno-ubezpieczeniowe

Technical and insurance provisions

Rezerwa sk adek i rezerwa na pokrycie ryzyka niewygas ego
Unearned premium reserve and unexpired risk reserve

31.12.2006

224 538

142 100

37 976

0

44 462

1 038 963

409 325




Rezerwy na niewyp acone odszkodowania i Ewiadczenia

Provisions for unpaid claims and benefits 627141

Rezerwy na premie i rabaty dla ubezpieczonych

Provisions for bonuses and rebates for the insured 22

Rezerwy na wyréwnanie szkodowoEci (ryzyka)

Risk equalization reserve 2475

Udzia reasekuratorow w rezerwach techniczno-ubezpieczeniowych (wielkoEg ujemnialg1 185
Reinsurerse share in technical and insurance provision (negative figure)

Udzia reasekuratoréw w rezerwie sk adek i w rezerwie na pokrycie ryzyka niewygas 6%0695
Reinsurerse share in unearned premium reserve and unexpired risk reserve

Udzia reasekuratorow w rezerwie na niewyp acone odszkodowania i Ewiadczenia

Reinsurerse share in provisions for unpaid claims and benefits 156 490

Udzia reasekuratoréw w rezerwie na premie i rabaty dla ubezpieczonych

. . o . 0]
Reinsurerse share in provisions for bonuses and rebates for the insured

Oszacowane regresy i odzyski (wielkoE¢ ujemna)

Estimated recourses and subrogations (negative figure) 5234

Oszacowane regresy i odzyski brutto

Gross estimated recourses and subrogations 6997

Udzia reasekuratoréw w oszacowanych regresach i odzyskach

Reinsurerse share in estimated recourses and subrogations 1763

Pozosta e rezerwy

Other provisions 22 962

Rezerwy na Ewiadczenia emerytalne oraz inne obowiazkowe Ewiadczenia pracowniké¥v

Provision for pension benefits and other obligatory employee benefits 980

Rezerwa z tytu u odroczonego podatku dochodowego

Deferred tax liability 14 685

Inne rezerwy

Other provisions 297

Zobowiazania z tytu u depozytow reasekuratorow

Deposits due to reinsurers 1520

Pozosta e zobowiazania i fundusze specjalne

Other liabilities and special funds 41877

Zobowiazania z tytu u ubezpieczet bezpoErednich

Direct insurance payables 3953

Zobowiazania wobec ubezpieczajacych

Payables to the insured 264

Zobowiazania wobec poErednikéw ubezpieczeniowych

Payables to insurance intermediaries 1156

Inne zobowiazania z tytu u ubezpieczet

Other insurance payables 2533

Zobowiazania z tytu u reasekuracji

Reinsurance payables 23 427

Inne zobowiazania

Other liabilities 9725

Zobowiazania wobec bud etu

State Budget liabilities 2784

Pozosta e zobowiazania

Other 6941




Fundusze specjalne

Special funds

Rozliczenia mi"dzyokresowe
Accruals and deferred income
Rozliczenia mi"dzyokresowe kosztow

Accruals

Przychody przysz ych okreséw
Deferred income

Pasywa razem

Total liabilities and equity

95

1184 715




Dane z rachunku wynikéw (tys. z)
Extract from profit and loss account (PLN+<000)

Wyszczegoblnienie 2006 i

ltems

Sk adki

R 634 851
Premiums

Sk adki przypisane brutto

Gross premium written for the financial year 826 484

Udzia reasekuratoréw w sk adce przypisanej

Reinsurerse share of premium 179 038

Zmiana stanu rezerw sk adek i rezerwy na ryzyko niewygas e brutto

13 451

Changes in gross balance of unearned premium reserve and unexpired risk reserve

Udzia reasekuratoréw w zmianie stanu rezerw sk adek 856

Reinsurerse share in change of unearned premium reserve
Przychody z lokat netto po uwzgl dnieniu kosztow,

przeniesione z ogolnego rachunku zyskow i strat 2 348
Revenue from investments transferred from general profit and loss account

Pozosta e przychody techniczne na udziale w asnym
11 101

Other technical income net of reinsurerse share

Odszkodowania i Ewiadczenia

Claims and benefits paid 441 824

Odszkodowania i Ewiadczenia wyp acone na udziale w asnym

355 940

Odszkodowania i Ewiadczenia wyp acone brutto

Gross claims and benefits paid 453 044

Udzia reasekuratorow w odszkodowaniach i Ewiadczeniach wyp aconych

Reinsurerse share in claims and benefits paid 97104

Zmiana stanu rezerwy na niewyp acone odszkodowania

i Ewiadczenia na udziale w asnym 85 884

Changes in provisions for unpaid claims and benefits net of reinsureres share

Zmiana stanu rezerw na niewyp acone odszkodowania i Ewiadczenia brutto 123 205

Changes in gross provisions for unpaid claims and benefits



Udzia reasekuratoréw w zmianie stanu rezerw na niewyp acone
odszkodowania i Ewiadczenia
Reinsurerse share in provisions for unpaid claims and benefits change

37 321

Premie i rabaty na udziale w asnym acznie ze zmiana stanu rezerw na premie i rabaty

Bonuses and rebates including change in provisions ... net of reinsurance

Koszty dzia alnoEci ubezpieczeniowej
Cost of insurance activity net of reinsurerse share

180 084

Koszty akwizycji
Acquisition costs

110 902

Koszty administracyjne
Administration costs

106 784

Prowizje reasekuracyjne i udzia w zyskach reasekuratorow
Reinsurance commissions and share in reinsurerse profit

37 602

Pozosta e koszty techniczne na udziale w asnym
Other technical expenses net of reinsurerse share

26 927

Zmiany stanu rezerw na wyréwnanie szkodowoEci (ryzyka)
Changes in risk equalization reserve

...4 079

Wynik techniczny ubezpieczet
Technical profit/loss

3 547

Przychody z lokat
Investment income/revenue

44 615

Niezrealizowane zyski z lokat
Unrealised gains on investments

9 609

Koszty dzia alnoEci lokacyjnej
Costs of investment activities

613

Niezrealizowane straty na lokatach
Unrealised losses on investments

1581

Przychody z lokat netto po uwzgl dnieniu kosztow,
przeniesione do technicznego rachunku ubezpieczet majatkowych i osobowych
Revenue from investments transferred to technical profit and loss account

Pozosta e przychody operacyjne
Other operating income

Pozosta e koszty operacyjne
Other operating expenses

Zysk (strata) z dzia alnoEci operacyjnej
Profit/loss on the operation activities

Zyski nadzwyczajne
Extraordinary gains

Straty nadzwyczajne
Extraordinary losses

Zysk (strata) brutto
Gross profit/loss

Podatek dochodowy
Corporate income tax

Zysk (strata) netto
Net profit/loss




Lokaty (tys. z)
Investments (PLN<000)

Bony skarbowe

T-bills

Obligacje Skarbu Patstwa*
Treasury bonds*

Obligacje gmin

Municipal bonds

Obligacje emitowane przez inne podmioty

Bonds issued by other entities
NieruchomoEci**

Real estate**

Akcje notowane

Shares in quoted entities

Akcje i udzia y sp6 ek nienotowanych
Shares in non-quoted entities

Udzia y w funduszach inwestycyjnych
Units of investment funds

Depozyty bankowe

Bank deposits

31.12.2006

0

766 005

29 633

39 526

13750

371

128

19 421

93 375

97

962 306

Struktura
Structure

0,0%

79,6%

3,1%

4,1%

1,5%

0,0%

0,0%

2,0%

9,7%

0,0%

100,0%

31.12.2005

15 602

664 216

35054

50 961

13 753

1831

0

10 110

78 148

306

869 981

Struktura
Structure

1,8%

76,3%

4,0%

5,9%

1,6%

0,2%

0,0%

1,2%

9,0%

0,0%

100,0%

Dynamik
Dynan
2006/2004




Przychody z lokat* (tys. z)
Investment income* (PLN<000)

Przychody z papieréw d u nych
Income from debt securities
Przychody z akcji

Income from shares in quoted entities
Przychody z funduszy inwestycyjnych

Income from investment funds
Przychody z depozytow
Income from bank deposits
Inne przychody

Other income

* Bez kosztéw dzia alnoEci lokacyjnej

Struktura
Structure

70,5%

2,7%

10,4%

16,3%

0,1%

100,0%

Struktura
Structure

87,4%

5,6%

0,1%

6,8%

0,1%

100,0%

Dynamik

2006/200#1
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Structure of investment income (PLN<000)

B Przychody z papieréw d u njretome from debt securities

W Przychody z akdjicome from shares in quoted entities

B Przychody z funduszy inwestycyjmadme from investment funds
H Przychody z depozytbwome from bank deposits

H Inne przychod@ther income

Statutory ratios of insurance activities

Solvency
The surplus of own funds to cover the solvency margin
and the surplus of own funds to cover guarantee
capital in 2006 were higher that in 2005 as a result of
increase in share capital and thereby an increase of own
assets. As of the year end, the level of assets to cover
the solvency margin amounted to 179.8% and the
guarantee capital was covered by own assets in
539.3%.

43



Pokrycie rezerw techniczno-ubezpieczeniowych (tys. z)

Coverage of gross technical and insurance provisions (PLN<000)
Wyszczegolnienie

ltems

Rezerwy techniczno-ubezpieczeniowe brutto

Gross technical and insurance provisions

Aktywa stanowiace pokrycie rezerw techniczno-ubezpieczeniowych brutto

Assets to cover gross technical and insurance provisions

Nadwy ka/niedobdr pokrycia rezerw techniczno-ubezpieczeniowych brutto
Surplus/deficit to cover gross technical and insurance provisions

Stopiet pokrycia rezerw techniczno-ubezpieczeniowych brutto

% of covering of gross technical and insurance provisions

31.12.2006

1 031 966

1235 449

203 483

119,7%




Opinion of the independent auditor ... translation
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Translation of auditores report originally issued in Polish

Opinion of the independent auditor

to the Shareholders of HDI Asekuracja Towarzystwdékpieczet S.A.

We have audited the financial statements of HDI Asekuracja Towarzystwo Ubezpieczet S.A. aeafed in Wars
the year ended 31 December 2006, on which basis the accompanying shortened financial statements \
prepared. We conducted the audit in accordance with International Standards on Auditing as promulgate
by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 Séptember 1€
(Consolidated text: Official Journal from 2002, No. 76, item 694, with subsequent amendments) and th
professional standards established by the Polish National Council of Certified Auditors. In our opinion dated
March 2007 we stated that the financial statements of HDI Asekuracja Towarzystwo Ubezpieczet S.A., being
basis for the shortened financial statements have been prepared, in all material ghgpectsueuzhd fair

view of the financial position of the Company as at 31 December 2006, and of its financial performance and its
flows for the year then ended in accordance with the accounting principles applicable to the territory
the Republic of Poland as set out in the Accounting Act dated 29 September 1994 and related bylaws,
in compliance with the respective regulations and the provisions of the Companyes Statute that apply to
Companyes financial statements and have been prepared from accounting records that, in all material respects
been properly maintained. Without qualifying our opinion we draw attention to the fact, that as disclosed in no
8 and 9 of the Introduction to the financial statements, on 30 November 2006 the Company merged with HD
Samopomoc Towarzystwo Ubezpieczet Spé ka Akeyjrerger was accounted for applying the pooliteyests

method. The Company which continues operatiddsAsékuracja Towarzystwo Ubezpieczet Spo6 kaaAkcyjn

In our opinion the enclosed shortened finantatestés are consistent, in all material aspeitthenvfinancial
statements that form the basis of preparing thenslaofinancial statements, on which we issuaalbuapinion.

In order to obtain a full understanding of thedialesituation of HDI Asekuracja Towarzystwo ldbeep S.A., the

results of its operations in the audited perial as the scope of our audit, the attachedelditencial statements
should be read jointly with the financial statertt@itform the basis of preparing the shorteardidi statements,

on which we issued our audit opinion.

signed on the Polish original signed on the Polish original
Certified Auditor No. 796/1670 For KPMG Audyt Sp. z o.0.
Bogdan D’ bicki ul. Ch odna 51, 00-867 Warszawa
Member of the Management Board Certified Auditor No. 796/1670

Bogdan D’ bicki
Member of the Management Board

Warsaw, 16 March 2007
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Supervisory and Management Boards of HDI-Gerlinglgka TU S.A.

Supervisory Board

Chairman of the Supervisory Board

Member of the Supervisory Board

Member of the Supervisory Board

Management Board

President of the Management Board and CEO

Vice-President of the Management Board and CFO

Until 8 October 2006 the Management Board consisted of two members: Witold Janusz ... President of f
Management Board and Adam Dwulecki ... Member of the Management Board. After the balance date, on
February 2007, the Supervisory Board made a decision to dismiss Mr Witold Janusz and Mr Adam Dwaulecki fr
the Management Board.






Basic information about the Company



Business of HDI-Gerling Polska TU S.A.

(Property and Casualty Insurance Company)
HDI-Gerling Polska Towarzystwo Ubezpieczet

Sp6 ka Akcyjna operates on the basis of a permit
No. DMU-006/143/89, issued by the Minister

of Finance on 13 November, 1989. The Company
has a permit covering insurance activities in all gro-
ups of property and personal insurance.

The Company was founded as ATU Towarzystwo
Ubezpieczet Turystycznych S.A. by leading travel
operators. In mid-nineties, changes in the Company
led to the introduction of a strategic investor, Gerling
Allgemeine Versicherung-AG (GKA). The entry of the
German shareholder enhanced the financial and
organisational standards. The Company focused on
insurance programmes covering combined risks rela-
ted to property, economic activity and commercial
ventures. The name of the Company was changed to
Gerling Polska Towarzystwo Ubezpieczet S.A.

On 30 April, 2006, as a result of the takeover of the
Gerling Group by Talanx AG, a holding company of
the HDI Group, Gerling Polska TU S.A. became
a part of the Talanx holding, and changed its name to
HDI-Gerling Polska Towarzystwo Ubezpieczet S.A.
in December 2006.

Share capital and shareholders
Share capital of HDI-Gerling Polska TU S.A. amounts
to 19 300 000 PLN paid in full.

Shareholders and the number of shares owned as of 31 December 2006

Shareholder

# of shares % of shares



Podstawowe dane finansowe (tys. z)

Selected financial data (PLN+000)

Wyszczegolnienie 2006
Items

Sk adka przypisana brutto

Gross Premium Written

Sk adka zarobiona na udziale w asnym

Earned premium net of reinsurerse share
Odszkodowania i Ewiadczenia wyp acone brutto

Gross claims and benefits paid

Odszkodowania i Ewiadczenia na udziale w asnym

Claims and benefits paid net of reinsurerse share

Wsp06 czynnik szkodowoEci na udziale w asnym

Net loss ratio

Koszty dzia alnoEci ubezpieczeniowej

Cost of insurance activity

Koszty akwizycji

Acquisition costs

Koszty administracyjne

Administration costs

Prowizje reasekuracyjne i udzia'y w zyskach reasekuratorow
Reinsurance commission and share in reinsurerse profits
Wsp6 czynnik kosztow dzia alnoEci ubezpieczeniowej na udziale w asnym
Net cost of insurance activity ratio

Pozosta e przychody techniczne na udziale w asnym
Other technical income net of reinsurerse share

Pozosta e koszty techniczne na udziale w asnym

Other technical expenses net of reinsurerse share
Wskaénik wyniku na pozosta ych operacjach technicznych
Net technical result ratio

Zespolony wskaénik kosztow

Combined ratio

Wynik techniczny ubezpieczet

Technical profit/loss

Przychody z lokat

Investment income

Wynik finansowy brutto

Gross profit/loss

Wynik finansowy netto

Net profit/loss

114 497

60 983

38 083

37 731

61,9%

19 534

17 821

8 564

6 851

32,0%

229

318

0,1%

94,0%

5331

5220

10 300

8 335




Podstawowe dane finansowe ... cd. (tys. z)
Selected financial data ... conted (PLN<000)
Wyszczegolnienie

Kapitay w asne
Equity

Kapita zak adowy
Share capital
Arodki pieni” ne
Cash

WysokoEcg lokat
Investments

Rezerwy techniczno-ubezpieczeniowe brutto (z nieagid oszacowanych regresow i odzyskcl')w
Gross technical and insurance provisions (inelstiimated future recourses and subrogations?

Aktywa stanowiace pokrycie rezerw techniczno-ubezpieczeniowych brutto
Assets to cover gross technical and insurance provisions

Nadwy ka/niedob6r pokrycia rezerw techniczno-ubezpieczeniowych brutto
Surplus/deficit to cover gross technical and insurance provisions

Stopiet pokrycia rezerw techniczno-ubezpieczeniowych brutto

% of covering of gross technical and insurance provisions

Arodki w asne na pokrycie marginesu wyp acalnoEci

Own funds (assets)

Margines wyp acalnoEci

Solvency margin

Nadwy ka/niedobor Erodkéw w asnych na pokrycie marginesu wyp acalnoEci
Surplus/deficit of own funds to cover solvency margin

Stopiet pokrycia marginesu wyp acalnoEci

% of covering solvency margin

Struktura ubezpieczet w roku 2006

31.12.2006

162 103

47 876

19 300

121

125 192

042

160 233

40 191

133,5%

45 961

14 674

31 287

313,2%

31.12.204




Significant events in year 2006



Ownership changes

The purchase of the Gerling Group by the German
insurance and financial group Talanx AG with a seat
in Hannover, which inter alia includes property and
life insurance companies and worldes fourth biggest
reinsurance company, Hannover Re, was finalised on
30 April, 2006.

The merger of the two groups brought significant
benefits both to the Gerling Group and to the
clients and partners. Together with HDI Industrie
Versicherung AG, the Gerling Allgemeine
Versicherung-AG ... (GKA) became one of the
strongest insurers industrial in Europe, with one of the
most extensive and effective international networks.

The agreement concluded at central level was a herald
of change in local markets, where both groups were
operating, including Poland, where both the Gerling
Group and Talanx Group had their subsidiaries
Gerling Polska TU S.A. and HDI Asekuracja TU S.A.,
respectively.

In consequence of ownership changes in the
Polish market, involving Gerling Polska TU S.A., the
company name was changed to HDI-Gerling Polska
TU S.A,, to identify the acquired entity with the HDI
Group. At present, work is taking place to prepare the
merger of the two companies which operate in Poland.



Sales network of HDI-Gerling Polska TU S.A.

In 2006, sales activity of HDI-Gerling Polska TU S.A.
was based in the Head Office and six regional branches
Gdatsk, Katowice, Cracow, Poznat, Warsaw and
Wroc aw. This network met the needs that resulted
from the Companyes strategy and enabled the clients
to have a direct contact with the staff handling their
insurance programmes.

In 2006, just as in the previous years, one of the most
important sales channels for HDI-Gerling Polska TU
S.A. was its cooperation with professional brokers
whose portfolios include clients from the industrial
and transport sectors, as well as self-employed
professionals. The promotion of insurance awareness
was one of the key activities of the Company.
HDI-Gerling Polska TU S.A. was an organiser of
seminars and meetings on business activity risks for
entrepreneurs and brokers. The participation of the
representatives of HDI-Gerling Polska TU S.A. as
speakers during numerous conferences and seminars
was also notable.

Promotional activities

The promotional and advertising activities focused
primarily on the promotion among business partners
and the target group of clients of the brand of
HDI-Gerling Polska TU S.A. as a professional insurer
of businesses. To this end, numerous seminars,
conferences and training events were held to highlight
both specific insurance products as well as risk
management, which constitutes a vital element of
a professional underwriting concept for businesses.

The training activities were supported with press
publications, which included both substantive mate-
rials and image promotion.






Insurance activities in year 2006



Companyes mission

The essence of the mission of HDI-Gerling Polska
TU S.A. lies in the Companyess open approach to
clients and their needs. Our fundamental priority is to

meet the clientes expectations. That is why we wish to
develop the best insurance solutions in dialogue with
the client, to integrate both risk management aspects
and risk transfer in the form of insurance and to

provide the highest quality service.

We are fully aware of the elements which make up
an responsible and exceptional Company. To us, being
responsible means respecting tradition, the clients, the
employees and the owners of the company as well as
the general public. We understand exceptionality as
our unique identity, culture and economic success. The
success of our company is built on results, cooperation
and innovativeness.

Implementing the mission HDI-Gerling Polska
TU S.A. would like to be a partner to its clients,
offering protection against the consequences of a loss
and jointly creating risk management concepts to
identify, analyse and minimalise threats stemming
from the clientse operations. Each offer is treated
individually. To ensure protection tailored-made to
individual needs of clients we carry out analyses of
their operations that enable us to identify risks coming
from that operations. Such an analyse is needed not
only to make diligent valuation of insurance coverage
but also allow to elaborate recommendation and as
a result optimize the concept of risk management. The
essence of HDI-Gerling Polska TU S.A. is to create
insurance solutions which are more than financial
compensation for losses and include elements to avoid
losses.

Insurance portfolio

In 2006, the Company focused its efforts on its target
insurance, i.e. property, technical, liability, transport
and group accident insurance, directed to industrial
companies and self-employed professionals. The efforts
resulted in a 33.3% increase of the gross premium
written in the target lines. The main sources of growth
included transport insurance (+40.4%) and general
third party liability (+36.1%) which currently
represent the leading line of business for HDI-Gerling
Polska TU S.A.



Struktura ubezpieczet (tys. z)

Insurance portfolio (PLN<000)

Rodzaje ubezpieczet 2006 2005 Dynamik

Type of insurance Sk adka Struktura Sk adka Struktura Dynamic
Premium Structure Premium Structure2006/200+

OC i ochrona prawna
Liability and legal protection

44 395 38,8% 32 577 36,1% 136,
32 443 28,3% 23 107 25,7% 140,
12 822 11,2% 13 862 15,4% 92,

Technical 11 938 10,4% 6 083 6,8% 96,

Biznes serwisowy
Service business
NNW

Personal accident
Ubezpieczenia 0g6 em
Total

10 829 9,5% 12 242 13,6% 88,1
2070 1,8% 2163 2,4% 95,

114 497 100,0% 90 034 100,0%




Liability insurance
In 2006, HDI-Gerling Polska TU S.A. registered very
strong growth in the liability insurance portfolio again,
thus confirming its position as one of the frontrunners
in the market.

Liability insurance retained the largest share in the
overall premiums written, amounting to 39% of the
entire portfolio. Compared to 2005, the premiums
written from liability insurance increased by as much
as 36.1%. This result has to be recognised as most
satisfying, all the more so that an outstanding loss
ratio of 23.8% has been maintained.

In 2006, there was a significant growth in the
professional liability insurance, mainly in theaxmese

for major law firms and tax advisers, as well as due to
the conclusion of a group agreement with the Polish
Bar Council. HDI-Gerling Polska TU S.A. remains
a market leader in clinical research insurance.

Transport insurance
The transport insurance portfolio enjoyed vempidyna
development in 2006, which, reflected in a cohk&dera
growth of premiums in both cargo and carrier/femwvar
liability insurance.

Compared to 2005, the premium in the cargo insuranc
line grew by 29.6%, and in the carrier/forwaathdityi
insurance line by 47.4%. The growth resultedaliater
from the dynamic development of the transpor, secto
while the many years of cooperation of HDI-Gerling
Polska TU S.A. with distinguished companies from
the sector contributed to the dynamics in thedrans
insurance portfolio.

Accident insurance
In 2006, the portfolio in the general accident insurance
line retained at the same level as in previous year Very
favourable technical result in this risk was maintained
(gross combined ratio of 83.1%).
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Motor insurance
In 2006, the motor insurance offer was addressed not
just at clients who insured against significant property,
liability or transport risks with HDI-Gerling Polska
TU S.A, but also at target clients as independent risks.
Such insurance is offered exclusively to clients with
vehicle fleets that meet the definition adopted by
HDI-Gerling Polska TU S.A.

In consequence of the said activities, the Company
attracted new clients and increased the premiums
written by 71.1% compared to 2005.

Fianacial guarantees
In year 2006, as a result of the guarantee policy of
the Company ... guarantees did not apper as separate
insurances but as supplementary products to other
insurance lines, a stable portfolio of clients was
maintatined and the level of premium written
increased by 6.42 % as compared to year 2005.

Reinsurance

The reinsurance programme covered the following
lines of business: property insurance, technical
insurance, liability insurance, transport insurance
financial guarantees, commercial debt insurance,
accident insurance and motor insurance.

Gerling Allgemeine Versicherung-AG remained
the main reinsurer. Apart from Gerling Allgemeine
Versicherung-AG, the list of reinsurers with whom
HDI-Gerling Polska TU S.A. cooperated included
such reinsurance companies as: Munich Re, Atradius
Re, Hannover Re.






Financial results in year 2006



Aktywa (tys. z) 31.12.2006 01.01.20¢
Assets (PLN<000)

WartoEci niematerialne i prawne
Intangible assets

Inne wartoEci niematerialne i prawne i zaliczki na poczet wartoEci niematerialnych i praV\ér%ch
Other intangible assets and advances for intangible assets

Lokaty

Investments

NieruchomoEci

Real estate

Grunty w asne oraz prawo wieczystego u ytkowania gruntu

Freehold land and perpetual leasehold of land

Budynki i budowle oraz spé dzielcze w asnoEciowe prawo do lokalu

Buildings and constructions and cooperative ownership title to the premises

Inne lokaty finansowe

Other financial investments

Udzia y, akcje, inne papiery wartoEciowe o zmiennej kwocie dochodu

oraz jednostki uczestnictwa i certyfikaty inwestycyjne w funduszach inwestycyjnych
Shares and other securities with variable yield and participation units in trust funds

327

125 192

0

0

0

125 192




D u ne papiery wartoEciowe i inne papiery wartoEciowe o sta ej kwocie dochodu
Debt notes and other securities with a fixed yield
Lokaty terminowe w instytucjach kredytowych
Term deposits in financial institutions

Pozosta e lokaty

Other investments

Nale noEci

Receivables

Nale noEci z tytu u ubezpieczet bezpoErednich
Direct insurance receivables

Nale noEci od ubezpieczajacych

Receivables from the insured

Nale noEci od poErednikéw ubezpieczeniowych
Receivables from insurance intermediaries

Inne nale noEci

Other receivables

Nale noEci z tytu u reasekuracji

Reinsurance receivables

Inne nale noEci

Other receivables and claims

Nale noEci od bud etu

State Budget receivables

Pozosta e nale noEci

Other receivables and claims
Inne sk adniki aktywow

Other assets

Rzeczowe sk adniki aktywow
Tangible fixed assets

Arodki pieni” ne

Cash

Pozosta e sk adniki aktywow
Other assets

Rozliczenia mi’dzyokresowe
Prepayments and deferred costs
Aktywa z tytu u odroczonego podatku dochodowego
Tax assets

Aktywowane koszty akwizycji
Deferred acquisition costs
Zarachowane odsetki i czynsze
Accrued interest and rent

Inne rozliczenia mi"dzyokresowe
Other prepayments

Aktywa razem

Total assets

48

162 103




Liabilities and equity (PLN<000)
Equity

Share capital

Reserve capital

Revaluation capital (fund)

Accumulated profit/loss from previous years

Financial result for the year

Technical and insurance provisions
Unearned premium reserve and unexpired risk reserve
Provisions for unpaid claims and benefits

Provisions for bonuses and rebates for the insured

Risk equalization reserve

Liabilities and equity
The net technical and insurance provisions, minus
estimated recourses and subrogations, whichitedinstit
the biggest item among the liabilities (52.6%8, ros
since the beginning of 2006 by 16.5 m. PLN,
i.e. by 23.9%. The gross premium reserve rose by
10.8 m. PLN, i.e. by 32.0%, and the gross pravision
unpaid claims (not considering the estimatedsescour
and subrogations) increased by 10.7 m. PLN,7%. 16
The share of reinsurers in the technical andh@esura
provisions increased by 2.4 m. PLN, while theeesas
share in unearned premium reserve rose by 318 m. PL
and the reinsurerse share in provisions for ciapail
and the provisions for bonuses and rebates fell
by 1.2 m. PLN.

Other liabilities and special funds rose by 5.1 m. PLN,
i.e. 36.4%. At 12.8 m. PLN, the reinsurance payables
were the dominating item in this group.

Reinsurerse share in technical and insurance provision (negative figure)

Reinsurerse share in unearned premium reserve and unexpired risk reserve



Reinsurerse share in provisions for unpaid claims and benefits
Reinsurerse share in provisions for bonuses and rebates for the insured
Estimated recourses and subrogations (negative figure)

Gross estimated recourses and subrogations

Reinsurerse share in estimated recourses and subrogations

Other provisions

Provision for pension benefits and other obligatory employee benefits

Deferred tax liability

Other provisions

Deposits due to reinsurers

Other liabilities and special funds
Direct insurance payables
Payables to the insured
Payables to insurance intermediaries
Other insurance payables
Reinsurance payables

Other liabilities

State Budget liabilities

Other

Accruals and deferred income
Accruals
Deferred income

Total liabilities and equity
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Dane z rachunku wynikéw (tys. z)

Extract from profit and loss account (PLN<000)

Wyszczegolnienie 2006

ltems

Sk adki -
Premiums 60 983 ‘
Sk adki przypisane brutto

Gross premium written for the financial year 114 497

Udzia reasekuratoréw w sk adce przypisanej

Reinsurerse share of premium 46 370

Zmiana stanu rezerw sk adek i rezerwy na ryzyko niewygas e brutto

Changes in gross balance of unearned premium reserve and unexpired risk reserve 10 761

Udzia reasekuratoréw w zmianie stanu rezerw sk adek

Reinsurerse share in change of unearned premium reserve 3617
Przychody z lokat netto po uwzgl dnieniu kosztéw,

przeniesione z og6lnego rachunku zyskow i strat 170

Revenue from investments transferred from general profit and loss account

Pozosta e przychody techniczne na udziale w asnym 299

Odszkodowania i Ewiadczenia
Claims and benefits paid
Odszkodowania i Ewiadczenia wyp acone na udziale w asnym
Claims and benefits paid net of reinsurerse share 25944
Odszkodowania i Ewiadczenia wyp acone brutto
Gross claims and benefits paid
Udzia reasekuratoréow w odszkodowaniach i Ewiadczeniach wyp aconych
Reinsurerse share in claims and benefits paid 12 139
Zmiana stanu rezerwy na niewyp acone odszkodowania i Ewiadczenia na udziale w asnym
Changes in provisions for unpaid claims and benefits net of reinsureres share 87
Zmiana stanu rezerw na niewyp acone odszkodowania i Ewiadczenia brutto
Changes in gross provisions for unpaid claims and benefits
Udzia reasekuratoréw w zmianie stanu rezerw na niewyp acone odszkodowania i EW|adczen|a
Reinsurerse share in provisions for unpaid claims and benefits change 1440
Premie i rabaty na udziale w asnym acznie ze zmiana stanu rezerw na premie i rabaty
Bonuses and rebates including change in provisions - net of reinsurance 396
Koszty dzia alnoEci ubezpieczeniowej
19 534

Cost of insurance activity net of reinsurerse share ‘

37 731

38 083

13 227




Koszty akwizycji

Acquisition costs

Koszty administracyjne

Administration costs

Prowizje reasekuracyjne i udzia w zyskach reasekuratorow
Reinsurance commissions and share in reinsurerse profit
Pozosta e koszty techniczne na udziale w asnym

Other technical expenses net of reinsurerse share

Zmiany stanu rezerw na wyréwnanie szkodowoEci (ryzyka)
Changes in risk equalization reserve

Wynik techniczny ubezpieczet

Technical profit/loss

Przychody z lokat

Investment income/revenue

Nie zrealizowane zyski z lokat

Unrealised gains on investments

Koszty dzia alnoEci lokacyjnej

Costs of investment activities

Nie zrealizowane straty na lokatach

Unrealised losses on investments

Przychody z lokat netto po uwzgl dnieniu kosztéw, przeniesione do technicznego
rachunku ubezpieczet majatkowych i osobowych

Revenue from investments transferred to technical profit and loss account
Pozosta e przychody operacyjne

Other operating income

Pozosta e koszty operacyjne

Other operating expenses

Zysk (strata) z dzia alnoEci operacyjnej

Profit/loss on the operation activities

Zyski nadzwyczajne

Extraordinary gains

Straty nadzwyczajne

Extraordinary losses

Zysk (strata) brutto

Gross profit/loss

Podatek dochodowy

Corporate income tax

Zysk (strata) netto

Net profit/loss




Lokaty (tys. z) 31.12.2006
Investments (PLN<000)

Bony skarbowe

T-bills

Obligacje Skarbu Patstwa*

Treasury bonds*

Obligacje emitowane przez inne podmioty
Bonds issued by other entities

Depozyty bankowe

Bank deposits

Razem lokaty

Total investments

4 905

105 580

2 037

12 670

125 192

Struktura
Structure

3,9%

84,4%

1,6%

10,1%

100,0%

* Pozycja zawiera rownie obligacje gwarantowane przez Skarb Patfstwa

31.12.2005

4973

74 547

11 147

21 270

111 937

Struktura Dynamik
Structure Dynar
2006/200#

4,4%
66,6%
10,0%
19,0%

100,0%




Przychody z lokat* (tys. z)
Investment income* (PLN<000)

Przychody z papieréw d u nych
Income from debt securities
Przychody z depozytow
Income from bank deposits
Razem

Total

* Bez kosztéw dzia alnoEci lokacyjnej

Struktura
Structure

82,1%

17,9%

100,0%

* Costs of investment activities not included

Struktura przychodéw z lokat (tys. z)

B Przychody z papieréw d u nyimbome from debt securities
B Przychody z depozytthwome from bank deposits

Struktura
Structure

85,3%

14,7%

100,0%

Dynamik




Wyp acalnoEg (tys. z)
Solvency (PLN<000)

Wyszczegolnienie
ltems

31.12.2006

WielkoE¢ Erodkéw w asnych na pokrycie marginesu wyp acalnoEci

Own funds for covering solvency margin

Margines wyp acalnoEci

Solvency margin

Nadwy ka/niedob6r Erodkéw w asnych na pokrycie marginesu wyp acalngEci
. ) . 31287

Surplus/deficit of own funds to cover solvency margin

Stopiet pokrycia marginesu wyp acalnoEci

% of covering solvency margin

Kapita gwarancyjny

Required guarantee capital

Stopiet pokrycia kapita u gwarancyjnego

% of covering required guarantee capital

45 961

14 67

313,2%
4 891

939,7%

Pokrycie rezerw techniczno-ubezpieczeniowych (tys. z)

Coverage of gross technical and insurance provisions (PLN<000)
Wyszczegolnienie

ltems

Rezerwy techniczno-ubezpieczeniowe brutto

Gross technical and insurance provisions

Aktywa stanowiace pokrycie rezerw techniczno-ubezpieczeniowych brutto
Assets to cover gross technical and insurance provisions

Nadwy ka/niedobdr pokrycia rezerw techniczno-ubezpieczeniowych brutto
Surplus/deficit to cover gross technical and insurance provisions

Stopiet pokrycia rezerw techniczno-ubezpieczeniowych brutto

% of covering of gross technical and insurance provisions

31.12.2005

43 089

10 465

32 624

411,7%

5709

754,8%

31.12.2006

120 042

160 233

40 191

133,5%

31.12.204




Opinion of the independent auditor ... translation
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Translation of auditores report originally issued in Polish

Opinion of the independent auditor

to the Shareholders of HDI Asekuracja Towarzystwdékpieczet S.A.

We have audited the financial statements of HDI-Gerling Polska Towarzystwo Ubezpieczet S.A. seated in War:
for the year ended 31 December 2006, on which basis the accompanying shortened financial statements
prepared. We conducted the audit in accordance with International Standards on Auditing, section 7 of the Pol
Accounting Act dated 29 September 1994 (Consolidated text: Official Journal from 2002, No. 76, item 694, witl
subsequent amendments) and the professional standards established by the Polish National Council of Cer
Auditors. In our opinion dated 16 March 2007 we stated that the financial statements of HDI-Gerling Polsk:
Towarzystwo Ubezpieczet S.A., being the basis for the shortened financial statements have bealh prepared,
material respects, and give a true and fair view of the financial position of the ConipBecanad2®06,

and of its financial performance and its cash flows for the year then ended in accordarmmuwvitinghe a
principles applicable to the territory of the Republic of Poland as set out in the Accounting Act dated 29 Septeml|
1994 and related bylaws, are in compliance with the respective regulations and the provisions of the Compa
Statute that apply to the Companyes financial statements and have been prepared from accounting records that,
material respects, have been properly maintained.

In our opinion the enclosed shortened finantahestés are consistent, in all material aspeitthenvfinancial
statements that form the basis of preparing thenslaofinancial statements, on which we issuaalbuopinion.

In order to obtain a full understanding of the financial situation of HDI-Gerling Polska Towarzystwo Ubezpiecze
S.A., the results of its operations in the audited period as well as the scope of our audit, the attached shortt
financial statements should be read jointly with the financial statements that form the basis of preparing t
shortened financial statements, on which we issued our audit opinion.

signed on the Polish original signed on the Polish original
Certified Auditor No. 796/1670 For KPMG Audyt Sp. z o.0.
Bogdan D’bicki ul. Ch odna 51, 00-867 Warszawa
Member of the Management Board Certified Auditor No. 796/1670

Bogdan D’ bicki
Member of the Management Board

Warsaw, 16 March 2007






Directions for
HDI Asekuracja TU S.A. and HDI-Gerling Polska TU S.A.
development
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Role of the merger in the process

of implementation of the strategy

The main goal of Talanx/HDI Group companies
operating on the Polish market is to conduct

a profitable business on the basis of significant market
share and sustained stable financial position, that
guarantee safety of the liabilities to clients.

The merger of HDI SAMOPOMOC TU S.A. and
HDI Asekuracja TU S.A., both operating on the Polish
market and belonging to the Talanx/HDI Group,
was completed in 2006. It was a natural consequence
of an adopted strategy of having on company @na giv
country.

As a result of purchasing of the Gerling Group by the
Talanx Group on April 30, 2006, Talanx/HDI Group
took control over Gerling Polska TU S.A. operating
on the Polish market which name was changed into
HDI-Gerling Polska TU S.A.

The strategy of Talanx Group assumes the merger
of the two companies operating on the Polish market:
HDI Asekuracja TU S.A. and HDI-Gerling Polska
TU S.A. The goal of the process is to create one
organizationally efficient enterprise, which will be
operationally more effective due to the merger
synergies, and also to prepare the initial structures for
the future development of the Company.

Market position of the Company

The merged portfolio of both HDI Asekuracja and
HDI SAMOPOMOC TU S.A. is ranked among top five
largest portfolios of Polish P&C insurers in téthes o
gross written premium. Taking into account thesgherg
portfolio of motor insurance, HDI Asekuracja TU S.A
holds the third position among general insures. Th
strategy of the company assumes further profitable
growth of the portfolio. Despite of the signifitaate

of motor insurance in the portfolio, a gradual
development of the non-motor insurance is planned.
Individual customers and SMEs are target segfments o
HDI Asekuracja TU S.A.



HDI-Gerling Polska TU S.A. is a niche insurerjrfgcus

its activity on selected target markets, whiakdéncl
insurance against fire and other fortuitous agamtd|

as technical, transport and liability insuranced aim
at economic entities, industrial companies and self
employed professionals. The activity of the Company
involves creating individualized insurance concepts,
tailor-made to the specific needs of the client.

The planned merger of HDI-Gerling Polska TU S.A.
and HDI Asekuracja TU S.A. will lead to the cneattio

a single company, operating in the segment otyroper
and personal insurance, and offering a comprehensive
product range for every client group. It will tiedlde
emergence of a universal insurer, capable of mpmpeti
against the strongest market players in varimenseg

of the insurance market.

Strategy and future development

The strategy determines the further development of
the merged company within the perspective of next
years. We believe that realization of the strategy

will enable a stabdievelopment of the company and
will ensure security and satisfaction of its customers.

The key strategic goals are as follows:

€ achieve high (currentlyl2.5%) return on equity
(ROE) and maintain a leading position in the Polish
personal and property insurance market,

€ develop a standard product range for the mass
market in the segment of private customers and
Small and Medium-Sized Enterprises (offered by
HDI Asekuracja TU S.A),

€ develop a non-standard product offer addressed
at economic entities, industrial companies and self-
employed professionals (offered by HDI-Gerling
Polska TU S.A.),

€ ensure that clients have easy access to the services of
the Company through a network of regional offices
and agents/brokers,

€ offer services of high quality,

€ improve processes, which are critical for achieving
sustainable operational and cost efficiency,
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€ improve the process of claims handling and minimise
the occurrence of insurance fraud,

€ develop and utilise staff initiatives and potentials,

€ be an attractive employer.

Member of the MB Member of the MB Vice-President of the MB President of the MB

Zarzad HDI-Gerling Polska Towarzystwa Ubezpieczet S.A.
Management Board of HDI-Gerling Polska Towarzystwo Ubezpieczet S.A.

Dr Zbigniew J. Staszak Stanis aw Godlewski
Wiceprezes Zarzadu Prezes Zarzadu
Vice-President of the MB President of the MB
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HDI Asekuracja TU S.A. 01-231 Warszawa, ul. P ocka 11/13
tel. +48 22 534 40 00, fax +48 22 534 40 01
www.hdi-asekuracja.pl

HDI-Gerling Polska TU S.A. 01-209 Warszawa, ul. Hrubieszowska 2
tel. +48 22 395 40 00, fax +48 22 395 40 02
www.gerling.pl




