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I. INFORMATION ABOUT OPERATIONS OF BANK ZACHODNI WBK GROUP

1. Financial performance in 1Q 2005 against 1Q 2004

Strong performance compared with the same period last year
Excluding dividend received in 1Q 2004:

Profit-before-tax increased by 60%

Profit-after-tax increased by 66%

O Higher operating profit (+4.8%) and profit-before-tax (+3.8%) due to:

e increase in total income by 4.3% y-0-y (excluding the impact of
dividends recognised in 1Q 2004)

e increasingly strong results of subsidiaries: Dom Maklerski, BZ WBK
AIB Towarzystwo Funduszy Inwestycyjnych and leasing companies

e decrease in total costs by 4.3%

¢ loan impairment charge lower by 87.5%

Q Positive developments in business:

e substantial increase in customer deposit volumes (+10.9% y-o-y)

e dynamic growth in mutual investment funds (+ 73.5% y-o-y)

e growth in strategic loan portfolios: cash loans, home mortgages,
Biznes Hipoteka loans, lease and factoring receivables, credit card
loans

e continually improving asset quality (NPL ratio decreased from
11.7% to 8.3% y-o0-y)

e long-term customer relationship strategy underway

e implementation of the 100% Term Guarantee for strategic products

delivery
PLN m

Financial highlights Q12005 Q12004 Change
Total income (excluding dividend) 450.6 432.1 +4.3%
Dividend income 0 54.3 -100.0%
Total costs 288.2 301.2 -4.3%
Operating profit 158.1 150.8 +4.8%
Profit-before-tax 156.7 151.0 +3.8%
Tax 34.1 23.8 +43.3%
Profit-after-tax 119.0 124.9 -4.7%

O Excluding the dividends apportioned to Bank Zachodni WBK in 1Q 2004, which were not approved before end-
March this year, the Group total income increased by 4.3% y-o-y to PLN 450.6 m. The main components of total
income were as follows:

e Net interest and similar income at PLN 218.4 m was stable y-o-y. Due to higher interest rate levels, the 1Q
2005 saw a good increase in interest income. This however was outpaced by the interest expense growth driven

by the dynamic expansion in the bank’s deposit base (demand and term deposits increased by 10.9% over 12
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months to end-March 2005). Furthermore, net interest income was adversely impacted by increased activity
on CCY swaps, which are reported in other income (FX Profit).

Net fee & commission income was PLN 153.9 m and 2.7% higher compared with the same period last year. In
accordance with the International Accounting Standards (IAS 39), fees and commissions that are an integral
part of an effective interest rate are excluded from this figure and incorporated in interest and similar income as
amortisation of fee income. This amounted to PLN 7.2 m in 1Q 2005. The fastest growth in banking fees and
commissions was recorded in the area of international payments, reflecting a rising number of transactions
routed through the bank (+71% y-o-y). There was also a significant increase in asset management fees driven by
a strong growth of investment funds (assets managed by BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych
went up by 73.5%) and higher customer investments in asset portfolios (customers’ assets managed by BZ
WBK AIB Asset Management went up by 62.8% y-0-y). The Group fee and commission income was also
positively affected by the robust brokerage fees generated by the BZ WBK Brokerage House due to record high
trading volumes in the shares market (66% growth y-o-y).

FX profit was PLN 57.9 m and 45.8% up on 1Q 2004. A substantial growth in FX SWAP zloty placements
increased FX profit, which offset higher interest expense payable on respective placements.

Net trading income on assets at fair value through profit and loss account decreased by 56.7% to
PLN 3.9 m as a result of lower income from derivative transactions driven by declining interest rates in 1Q
2005.

The dates set for General Meetings of Shareholders of the companies included in the bank’s equity investment
portfolio (minority interests) did not allow dividend income to be recognised in 1Q 2005. Last year, most
dividends were posted by the end of March, with the largest contribution from the members of the Commercial
Union Group (PLN 52.8 m). This year, based on the resolutions of respective companies’ AGMs, the dividend
payable to Bank Zachodni WBK will total PLN 44.1 m and will increase the BZWBK Group total income in 2Q
2005.

O Total operating costs amounted to PLN 288.2 m and were lower by 4.3% y-o-y, of which:

Q

Staff and other administrative expenses decreased by 1% to PLN 235.6 m. Staff expenses (salaries, insurance
and other benefits) were higher due to salary increase and larger bonus accrual. This increase was more than
offset by the savings in non-staff expenses thanks to further cost reductions in IT usage, security,
telecommunications and data transmission, building maintenance, office supply and many other areas. The
declining Group expenses reflect an ongoing focus on improving cost-effectiveness of operating processes,
careful selection of suppliers of goods and services, renegotiation of contracts and rates as well as close
monitoring of the cost base.

Depreciation totalled PLN 47.5 m and decreased by 10% compared to 1Q 2004 as a result of an ongoing
process of the fixed assets base optimisation.

Other operating costs amounted to PLN 5.1 m and were down by 51%, mainly as a result of lower level of
provisions for receivables and goodwill write-off posted for 1Q 2004.

In 1Q 2005 the loan impairment charge to the profit and loss account amounted to PLN 4.3 m, a 87.5% decrease
against 1Q 2004. This decline is attributable to the improved quality of the Group’s assets and the application (from
1 January 2005) of new provisioning rules based on identification and measurement of loan impairment as
recommended by IAS 39.

As at 31 March 2005 bad and doubtful loans and advances to customers (excluding interest) accounted for 8.3% of
the gross portfolio with the loan loss coverage ratio at 54.6% (for the purpose of the loan loss coverage ratio
calculation, the value of provisions was used, excluding any adjustments of the gross portfolio for the effective
interest rate impact). A year before, the respective ratios were recorded at 11.7% and 42.9%.

O Asat31 March 2005, total assets of the BZWBK Group amounted to PLN 28.4 bn and were up by 17.6% on end-
1Q 2004.




Loans and advances to customers totalled PLN 13.9 billion at the end of March 2005 and were 1.2% lower
y-o-y. Despite the overall stagnancy in total lending, particular strategic loans (after provisions) were on the
rise. These included: factoring receivables (+230.5%), Biznes Hipoteka loans (+41.3%), cash loans (+39.7%),
lease receivables of Finanse & Leasing S.A. and Leasing S.A. (+13.6%), credit card (+10.3%) and mortgage
loans (+3.2%).

Deposits from customers grew by 10.9% over the last 12 months to PLN 19.6 bn mainly on account of higher
balances in term deposits. In 1Q 2005 business customers had more surplus liquidity and tended to place it in
deposits up to 1 month. Personal customers preferred longer-term deposits, particularly for 12 months.

O Customer-based financial resources, including deposits from customers and bonds issued by BZWBK and its two
leasing subsidiaries (PLN 1.3 bn) amounted to PLN 20.9 bn at end-March 2005, which is 12.5% higher than 12
months before. Taking into account the assets of investment funds (PLN 3.3 bn), total Group funds increased by
18.2%.

2. Business performance in 1Q 2005

Distribution channels

Q

Q

As at 31 March 2005 the BZWBK distribution network comprised 387 branches and 591 ATMs.

In 1Q 2005 the number of personal and business customers availing of BZWBK24 e-banking application
increased by 23k to 601.2k users.

The end of March 2005 saw the completion of the first stage of implementation of “Moja Firma Plus”, a service
package designed for the companies using the BZWBK24 application. The new functionality allows customers
to make funds transfers authorised by two signatures and enables convenient and effective finance management
with no need of additional software.

As at 31 March 2005 the number of active installations of Minibank24, an office banking solution, stood at
4.6k. The application was used by 13.7k companies.

Service quality

Q

As part of endeavours to enhance the quality of customer service, on 1 February 2005 BZWBK implemented
the 100% Term Guarantee. The bank not only undertakes to deliver certain products and services within a
stated period of time, but also provides customers with certificates confirming its commitment and bears
financial consequences in case of delay (discounts, fee exemptions, payouts). The initiative covers the
following products: home mortgages, credit cards, cash loans, AUTOSTRADA leasing, BZWBK24 Internet
service, SWIFT payment orders, Western Union Money Transfers.

Loans

Q

Since the beginning of March 2005 Bank Zachodni WBK has been offering promotional interest rates on home
and Business Locum loans for personal customers. For variable rate loans, the loan price throughout the credit
life is based on 6M WIBOR increased by the margin of 1 pp. Fixed rate loans offer the same price for the
period of one or two years at the beginning of the credit term. The bank applied the fixed rate of 5.99% from
March 2005 and on 6 April 2005 decreased it to 5.49%.

At the end of March 2005 BZWBK home mortgage book reached PLN 1.9 bn, 68% of which were PLN-
denominated loans. The bank’s total exposure under Biznes Hipoteka loans amounted to PLN 311.1 m.

Investment and deposit products

Q

On 1 January 2005 an upgraded version of Konto-24Prestiz was made available to personal customers. The
main change was the introduction of a flat fee and free of charge performance of key banking transactions and
services, including issues and renews of VISA Electron Prestiz cards. Due to this new pricing policy and
elimination of any access barriers, in 1Q 2005 the number of 24Prestiz accounts increased by almost 10k.




O In February 2005 BZWBK implemented simplified account opening procedures, which reduced the time
needed to open a personal account by 1/3. A new integrated agreement template was introduced for individual
customers, combining a personal account, debit card and BZWBK?24 agreement. Separate agreements for the
same products offered on individual basis were also simplified and so were the account opening regulations.

O At the beginning of January 2005 the bank introduced a new comprehensive offering for SMEs, namely
BIZNES PAKIET (Business Package). It is available in three options: a) "Classic" - for smaller companies
looking for an inexpensive and simple product; b) "Premium" - for customers who require the highest standards
and customised service; ¢) "Professionals” - for representatives of certain professions. The key changes include
more favourable account maintenance fees for the smallest firms and a substantially simplified processing of
credit applications for overdraft or car and van leasing (Leasing AUTOSTRADA).

O In the period from 5 to 19 January 2005 the EURO KURS January 2007 Investment Deposit was offered to
customers. The product is an attractive and safe financial investment. The interest earned on it depends on
movements of EUR against PLN. The deposit guarantees full return of the invested amount and a profit in the
case of falling EUR/PLN exchange rate.

O From 14 to 30 March 2005 there was a subscription of AMER INDEX Guaranteed Investment Deposit April
2008. The product combines the best features of an attractive stock investment and the security of a
conventional bank deposit. The guaranteed interest on the deposit is 6% and may be higher depending on
movements in the S&P500 index on the New York Stock Exchange.

Bonds issued by subsidiaries

O As part of the public issue of bonds up to the maximum amount of PLN 1 bn, on 10 January and 2 March 2005
BZ WBK Leasing issued two new series of 3-year fixed-interest bonds. Total nominal value of the issues
amounts to PLN 40 m.

Cards

O During 1Q 2005 Bank Zachodni WBK issued 10.4 k new credit cards. The impact of this increase on the total
portfolio was offset by the cleansing process which resulted in 9.7 k dormant credit card accounts being closed.
At the end of March 2005 BZWBK customers were equipped with 158k credit cards.

O As planned, the Bank started to issue chip credit cards to new customers and migrate the existing magnetic strip
credit cards to the new technology.

Arrangement of funding in the capital market (mandated by customers)

O BZWBK participated in preparation and delivery of the public offer of BZ WBK Leasing bonds with a total
nominal value of PLN 40 m. The leasing company did not sign any agreement to sub-issue the bonds offered
under the programme. The bank issued a Letter of Comfort to the bond holders.

O The bank prepared and delivered two series of arranged debt security issues for an external customer, with a
total value of PLN 3.5 m. The securities were taken up in full by the entities indicated by the issuers.

O BZWBK together with the BZ WBK Brokerage House participated in the sale of 1.5 m PBG shares owned by
the company’s shareholders (founders). The value of the transaction was PLN 70.5 m. It was executed on 25
January 2005.

Equity investment portfolio

O In March 2005 BZ WBK AIB Asset Management, the subsidiary of BZWBK, approved the dividend payout
from its 2004 profit. PLN 3.5 m will be paid in dividends to Bank Zachodni WBK by 31 August 2005.

Investment funds

O As at 31 March 2005 the total assets of the investment funds managed by BZ WBK AIB Towarzystwo
Funduszy Inwestycyjnych S.A. amounted to PLN 3.28 bn, an increase of 15.7% on end-December 2004.
During 1Q 2005, the following funds recorded the strongest inflow of assets: Arka BZ WBK Zrownowazony
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FIO and Arka BZ WBK Stabilnego Wzrostu FIO, which grew by PLN 155.9 m (24.2%) and PLN 95.6 m
(29.6%), respectively. The highest growth over the first three months of 2005 was recorded by Arka BZ WBK
Obligacji FIO, which increased by 94.9% to PLN 111.1 m. The accumulated assets allowed the company to
increase its market share to 8% from 7.5% at the end of 2004. The quarterly rates of return positioned all the
investment funds well over the market median, with four of them in the first quartile. Arka BZ WBK
Stabilnego Wzrostu FIO was ranked the 1¥' by profitability, Arka BZ WBK Ochrony Kapitatu FIO — the 2™ and
Arka BZWBK Akgji — the 3™ .

Asset portfolios

a

At the end of March 2005 the portfolios of assets held in individual customer accounts managed by BZ WBK
AIB Asset Management amounted to PLN 364.4 m. This represents an increase of 62.8% y-o-y and 21.2%
g-o-q. In 1Q 2005 the asset management performance of this subsidiary was very good compared to the market.
The rate of return exceeded the benchmark (WIG) in all the portfolio categories.

Leasing

Q

The value of assets leased by the two BZWBK leasing companies (BZ WBK Finance & Leasing and BZ WBK
Leasing) in 1Q 2005 totalled PLN 177.1 m, leased vehicles accounting for 67% of this figure. The net value of
movables leased in 1Q 2005 ensured the subsidiaries a 6% market share.

Customers were increasingly attracted by the fixed asset leasing offered by the subsidiaries and subsidised by
the EU under the “Sectoral Operational Programme to Increase Competitiveness of Companies (Measure 2.3)”.
During the first three months of 2005 customers of the leasing companies obtained funding promises for a total
amount of PLN 28.2 m.

Brokerage services

a

In 1Q 2005 the trading of the BZ WBK Brokerage House in the shares and futures market (i.e. the key stock
exchange markets in Poland) was growing faster than the respective trading at the Warsaw Stock Exchange as a
whole.

The company’s stock trading volume was PLN 4.8 bn and 7.7% up on the record-breaking 4Q 2004. This
growth was strongly supported by the increasing activity of the local and foreign corporate investors. In the
futures market, the Brokerage House acted as an agent for concluding 304k transactions, which is 47.9%
higher than in the previous quarter. With this performance, the company was ranked 2™ in the futures market in
Poland and 4" in the shares market.

In the primary market, in January 2005 the Brokerage House acted as an agent in the transaction to sell the
State Treasury holdings in Zelmer shares.

BZ WBK Brokerage House came top in the ranking published by “Rzeczpospolita Daily” (20 January 2005)
with respect to the quality of offer for individual investors. The key evaluation criteria included: level of fees
for stock transactions, activity in the primary market, brokerage account maintenance fee, quality of internet
services, IKE offer and size of service points network.

Factoring services

Q

Q

In 1Q 2005 BZ WBK Faktor Sp. z 0.0. continued its pilot programme of non-recourse factoring.

The customers using the services of the factoring subsidiary generated PLN 126 m worth of turnover during 1Q
2005, which is 36% of the figure for the entire 2004.




II. ADDITIONAL INFORMATION

1. Significant accounting principles applied in Bank Zachodni WBK Group

Pursuant to Art. 59 sec. 6a of the Accounting Act, Bank Zachodni WBK Group prepares consolidated financial
statements in line with International Financial Reporting Standards.

By means of a Resolution adopted by the Extraordinary General Meeting on 17.12.2004 based on section 45. 1a and 1b
of the Accounting Act, the Bank decided to adopt the International Accounting Standards/International Financial
Reporting Standards from 01.01.2005 in order to prepare a separate financial statement.

Currently, the rules of recognition, presentation and measurement in force in the Bank are compliant with the
International Accounting Standards/International Financial Reporting Standards and are as follows:

Line-by-line consolidation

All entities over which the Bank exercises control are subject to consolidation. Subsidiaries are fully consolidated.
Associates are presented in a consolidated financial statement using the equity method. Line-by-line consolidation
consists in summing up individual items in the companies’ and the Bank’s financial statements in their full amounts as
well as making relevant adjustments and consolidation exclusions. Line-by-line consolidation of balance sheet consists
in summing up all assets and liabilities of the parent entity and its subsidiaries, up to their full value, regardless of the
size of the parent entity’s shareholding.
Exclusion covers the balance sheet value of the parent’s investment in each subsidiary and this part of subsidiaries’
equity which corresponds to the shareholding of the parent company.
The Company’s goodwill (positive) is disclosed in assets of the consolidated balance sheet in the item “intangible
assets”.
Negative goodwill in excess of the fair value of fixed assets, except for long-term investments quoted on the regulated
markets, is taken to revenue as at the consolidation date.
The following are also fully excluded:

e mutual receivables and liabilities as well as other similar settlements of consolidated entities,

e gains and costs arising from business transactions between consolidated entities,

e profits and losses resulting from transactions between consolidated entities and included in the value of assets

subject to consolidation,
e dividends accrued or paid by subsidiaries to the bank and other consolidated entities,
e timing differences arising from the elimination of profits and losses resulting from intragroup transactions
disclosed in line with IAS 12.

Equity method

The equity method is applied to investments in associated undertakings. Investments in these entities are initially
recorded at cost and adjusted thereafter for the post acquisition change in the investor's share of net assets of the
investee. Received payments from the investee’s profit decrease the investment’s balance sheet value. The balance sheet
value is adjusted in the case of change in the investor’s shareholding in the given entity arising from movements in the
investee’s equity and which were not taken to the profit and loss account. These changes may also stem from revaluation
of tangible assets and from FX differences. The investor’s share in these changes is disclosed directly in the investor’s
equity.

When applying the equity method, assets of the consolidated balance sheet include a separate item “Investment in
subordinated entities” and consolidated profit and loss account includes the item “share in profit (loss) of subordinated
entities accounted for using the equity method”.

Description of major accounting principles applied

The most important accounting principles applied when producing the consolidated statements have been presented
below.




Cash and operations with Central Bank

Cash refers to money (bills and coins), checks and traveller checks stored in vaults, on hand and in ATMs. These values
are disclosed in nominal amounts.

In line with the Act on the National Bank of Poland, the Bank holds its monies in the NBP account. They are used for
interbank settlements, operations on the money market and purchase of securities. The balance of the obligatory reserve
is maintained in this account. The value of the obligatory reserve is calculated in monthly cycles in line with stipulations
of art.38 and 39 of the NBP act and Resolution no. 15/2004 of the NBP Management Board.

Amounts due from monetary institutions

Amounts due from monetary institutions comprise receivables due from current accounts, deposits with other banks,
loans and advances sanctioned.

Receivables arising from loans and advances are recorded at the net exposure and measured using the amortized cost
method at the effective interest rate. In the case of emergence of objective indications of impairment, the Group creates
provisions for impairment. Detailed description of treatment of credit receivables is included in the item “amounts due
from customers”.

Deposits and cash in current accounts are disclosed in the amount of the payment due increased by the interest due.

Amounts due from customers

In line with TAS 39, the Group states loans and advances which are not subject to hedge accounting using an amortized
cost method and applying the effective interest rate.
Measurement is included in the balance sheet in “credit receivables” and profit and loss account in “interest income™.
The effective interest rate method is a method of calculating amortized cost of a financial asset or a financial liability
and assignment of interest income and expenses to relevant periods.
An effective interest rate is a rate which discounts the estimated future cash flows over the expected period up to the
financial instrument’s expiry.
When calculating the effective interest rate, the future cash flows are estimated taking into account the fees received and
paid, discount and costs directly related to the product acquisition.
Measurement using the effective interest rate is not applied to loans for which the repayment schedule cannot be
determined (overdrafts, revolving loans, card credits).
Fees on these receivables are taken to income collected in advance and settled using the straight line method and taken
to commission income over the life of the agreement.
The Group offsets the effects arising from the impairment of credit exposures by reducing their carrying amount by
recognising impairment pursuant to IAS 39.
This means that periodically the loan portfolio is reviewed to check whether there is any objective evidence that a
financial asset or group of financial assets is impaired.
The analysis of impairment is carried out:

e with reference to individual credit exposures representing significant reporting items (in excess of

PLN 2 000 000)

e with reference to the portfolio of credit exposures which individually are not significant.
The amount of the loan impairment with regard to individual items represents the difference between the loan net
balance and the current value of estimated future cash flows discounted using an effective interest rate. It is presented in
profit and loss account under the item “impairment charges”.
Credit exposures are grouped in portfolios according to the Customer’s specifics or product with a similar profile of
credit risk significant from the point of view of future cash flows.
In the case of credit exposures for which no indications of impairment were identified, the impairment analysis is carried
out based on the concept of losses already incurred but not yet reported and connected with loan impairment (IBNR),
which is estimated on the basis of the historical loss experience for loans with a similar risk profile.

Leasing receivables
Leasing receivables of the Leasing Companies are recognized and measured in line with IAS 17 “Leases”. Leasing

receivables are disclosed in the present value of the lease investment. In the consolidated balance sheet they are
disclosed under “amounts due from customers”. Leasing income reflects a fixed periodical rate of return on the




investment. Cash flows directly connected with the agreement (e.g. arrangement fees, commissions, leasing payments,
expenses related to the purchase of the lease asset) are taken account of when periodically calculating the return rate.

Financial instruments measured at fair value through profit and loss

The category ,,financial instruments at fair value through profit and loss account” includes:
e financial instruments held for trading
e instruments originally designated as financial instruments measured at fair value through profit and loss
account.
As part of this category, the Group distinguishes the following types of financial instruments.

Debt securities representing assets

The category “securities at fair value through profit and loss ”” comprises:

e  debt securities purchased with a view to obtaining economic benefits arising from short-term changes in prices
and fluctuations in other market factors or short life of the acquired instrument, (financial instruments held for
trading)

e debt securities designated as measured at fair value through profit and loss at the moment of purchase
regardless of the intention to earmark them for trading.

These securities are stated at their market value, or if there is no active market, at the fair value established in some other
way. The fair value difference is taken to the result on transactions in assets measured at fair value through the profit and
loss. Coupon interest, discount and premium are taken effectively to the profit and loss account as interest income.

Equity securities

Equity securities which were purchased with a view to obtaining economic benefits arising from short-term changes in
prices (financial instruments held for trading) and are not allocated to the category “available for sale” are assigned to
the category “Securities measured at fair value through the profit and loss”.
Securities measured at fair value through the profit and loss are stated at their market value, and securities for which
there is no active market, at the fair value established in some other way. The fair value difference is taken to the result
on transactions in assets measured at fair value through the profit and loss.

Positive/negative valuation of derivative financial instruments

Group performs operations using the following derivative instruments:

e IRS, CCIRS,
e FX Swap,
e FX Forward,

e Stock exchange index option,

e FXrate option,

e Forward Rate Agreement (FRA).
Derivative instruments do not include current transactions whose settlement term is up to two business days. The
exception are T/N FX swap transactions which the Group treats as derivative instruments.

Derivative financial instruments are initially recognized in the balance sheet at cost and then restated at fair value.
Effects of fair value changes are recognised in the profit and loss account.

Fair value is determined using the market quotations, discounted cash flow models and the options valuation models, as
appropriate. All derivative instruments are disclosed as assets when their fair value is positive and as liabilities when
their fair value is negative.

FX transactions (FX SWAP, FX Forward)

Currency inflows and outflows arising from FX transactions, calculated based on an average NBP exchange rate as at
the balance sheet day, are presented in off-balance sheet items as “liabilities related to sell/buy transactions.” FX
transactions are measured on the basis of discounting future cash flows with a market rate and the result of this
measurement is posted in the balance sheet under “positive/negative valuation of derivative financial instruments” and in
the profit and loss account under “FX profit”. The sites of Reuters and the fixing site of NBPQ are the source of rates.




Interest rate transactions

Interest rate contracts include SWAP transactions (hereinafter referred to as IRS) and FRAs. IRSs and FRAs are marked
to market based on future discounted cash flows (NPV). Adjustment of fair valuation is disclosed in the balance sheet
under “positive/negative valuation of derivative financial instruments” corresponding to the result on transactions in
assets measured at fair value through the profit and loss.

The rates applied to generate the zero-coupon yield curve are taken from Reuters’ web site.

Options
Option contracts are stated at fair value using the market quotations and the option valuation models, as appropriate. The

valuation is disclosed in the balance sheet under “positive/negative valuation of derivative financial instruments”. The
effects of changes in the fair value are taken to the profit and loss account as a “result on transactions in assets measured
at fair value through the profit and loss”.

Receivables and liabilities arising from repo transactions

Securities subject to repo transactions in view of the lack of loss of control over securities which in line with economic
contents of the transaction, constitute a security for the accepted deposit are included in the portfolio of “securities
subject to fair valuation through profit and loss account” or in the portfolio “available for sale”.

At the same time, in the repo transaction accounts there is a liability recognised, which has a nature of a deposit on
which interest is accrued.

Investment financial assets available for sale

Debt securities representing assets available for sale

Debt securities which the Group, in line with intention, holds for sale and other debt securities which:

e which have not been allocated to the category of securities at fair value through the profit and loss, and

e are not loans and own receivables.
The Group allocates debt securities as ““ securities available for sale” to the category “Investment financial assets”
Securities available for sale are stated at fair value, while effects of the change in the fair value have an impact on the
revaluation reserve. Coupon interest, discount and premium are taken effectively to the profit and loss account as
interest income.
On the day of excluding all or part of debt securities available for sale from accounting books, total effects of periodical
change in the fair value reflected in the revaluation reserve should be reversed. Prior fair valuation should increase or
decrease the value of a given financial asset available for sale.
Profit on sale as well as other gains and losses, determined as at the date of excluding debt securities available for sale
from accounting books are disclosed as sale income or costs under “result on transactions in investment portfolio
assets”.

Other securities

Equity securities (other than shares and interest in subordinated entities) which are not allocated to the category
“securities at fair value through the profit and loss” and other securities which are not debt financial instruments
(investment certificates, etc) are recognized on the day of their purchase or origination and allocated to the category
“securities available for sale”

Securities available for sale are stated at fair value, while effects of the change in the fair value have an impact on the
revaluation reserve.

Securities whose fair value cannot be reliably determined are stated at cost price less impairment.

Investment in subordinated entities

Shares in subordinated entities (except for entities consolidated line-by-line) are accounted for using the equity method
and the revaluation effects triggering increase or decrease in their value are taken to the consolidated profit and loss
account under the item “shares in profit (loss) of subordinated entities stated under the equity method.

In a Bank’s separate financial statement, stock and shares in subsidiaries, jointly controlled entities and associates are
recognized at cost. The entire carrying amount of an investment is subject to annual tests under IAS 36 for impairment.
Impairment is recognized in the profit and loss account in the item ,,Impairment losses”. Dividend payout is not reflected
in a balance sheet value of stocks, it impacts the profit and loss account only and is recognized in the item ”Dividend
income”.




Intangible fixed assets

The Group discloses an intangible asset in its books when:

e itis possible to identify it,

e exercises control over intangible assets
probability exists of obtaining future economic benefits arising from utilization of intangible assets,
cost of intangible assets can be reliably measured.
Intangible assets are initially stated at:

e purchase price (when intangibles are acquired separately),

o fair value (when intangible assets are acquired at business combination),

e incurred costs (when intangible assets are created in-house).
Intangibles exclude expenditures incurred for:

e research work,
training activities,
advertising and promotional activities,
relocation or reorganization of the part of or the whole unit,
intangible asset after its acquisition or production (unless they meet the criteria of recognising assets, then they
will be accounted for as a separate intangible asset).
As at the day of accepting the intangible asset for use, the Group determines the period, rate and method of its
amortization.
Adequacy of the applied amortization period and rate for intangible assets is reviewed periodically, resulting in relevant
adjustments to the amortization charges in subsequent years.
Upon the initial recognition, the intangible asset is disclosed at cost less amortization and impairment.
In case of intangible assets with a defined useful life, amortization is calculated equally for the period of its economic
life. The intangible asset is recognised in the books in the month it is ready for use. Amortization is calculated from the
next month.
Amortization costs represent a cost of a given period. Impairment charges are taken to profit and loss account under
“impairment charges”.
Intangible assets are tested for impairment. If obtainments of future economic benefits from using the intangible assets
are not anticipated, then such an intangible asset is no longer recognized in the book.
Gains and losses arising from ceasing to use or selling an intangible asset determined as a difference between net
inflows from sales and the balance sheet value of the asset are taken to the profit and loss account as income or cost.

Goodwill

Goodwill represents a difference between the purchase price of an enterprise or its organized part and the fair value of
the net assets of the acquired enterprise.

The Group does not amortize the goodwill.

The goodwill is subject to an impairment test on an annual basis or each time when there is any indication of impairment
as well as prior to the end the period of preliminary goodwill recognition in the process of business combination.

Tangible fixed assets

The Group’s tangible fixed assets are:
o fixed assets along with rights to perpetual usufruct of land and title to cooperative freechold of premises,
e fixed assets under construction.
Initially, tangible fixed assets are recorded at cost or, if the asset was acquired by way of exchange, on the basis of the
fair value at the moment of the exchange.
Subsequent outlays related to tangible fixed assets are added to the balance sheet value of the asset or are recognized as
a separate asset as long as it is likely that future economic benefits will be obtained which will exceed benefits possible
to be achieved as part of the originally estimated benefits obtained from the asset already held. All other maintenance
and repair costs are taken to profit and loss account in the period they were incurred.
To measure tangible fixed assets after their initial recognition, the Group applies historical cost.
This means that:
e Fixed assets are stated at the historical cost (purchase price or production cost taking into account the value
after the revaluation of fixed assets) reduced by write-off charges and impairment charges.
e Fixed assets under construction are stated at the total of costs related directly to their purchase or production,
reduced by impairment charges.
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In order to establish whether the impairment of tangible fixed assets occurred , the Group applies IAS 36. Impairment is
determined by way of on-going and periodical verification of usefulness of individual fixed assets. In case the
impairment is identified, the impairment charge is made and recognized as decrease in assets in correspondence to profit
and loss account

In case the reason ceases for which revaluation charge was made in respect of assets’ impairment, the equivalent of the
whole or relevant part of the charge made earlier increases the value of an asset and is taken to profit and loss account.
The period, rate and method of depreciation are set on the day when the asset is put into use.

Depreciation charges on fixed assets are made during their economic life.

Depending on the wear-and-tear of a fixed asset, straight-line or diminishing-balances depreciation method is used.

At each year-end, a review of utilization period and methods of fixed asset depreciation is carried out. If expectations
differ from the ecarlier estimates, depreciation rate or depreciation method are changed in the first month of each
subsequent accounting year and depreciation charges for current and future periods are adjusted.

Land, fixed assets under construction, antiques and works of art are not subject to depreciation.

Profits or losses from the sale of tangible fixed assets are set based on their book value and recognised in the profit/loss
on operations.

Tangible fixed assets held for sale

The Group classifies tangible fixed assets held for sale in line with IFRSS5 if it does not project their further use and
expects that the balance sheet value will be recovered by way of sale within one year after allocating them to this
category.

Tangible fixed assets held for sale are measured at a lower value: balance sheet value or fair value decreased by the sale
costs. These assets are not subject to depreciation.

Tangible fixed assets subject to finance lease agreements

The Group is a lessor and lessee of tangible fixed assets, mainly cars and computer hardware. In line with IAS 17
,,Leasing”, fixed assets held under a finance lease are recognized in assets and liabilities of the lessor at lease inception
at the lower value of:

e present values of minimum lease payments, or

e fair value of the asset.
Each lease payment of a lessee is divided into amounts decreasing the liability balance and amount of financial (interest)
expenses. Interest element of financial costs is taken to costs in the profit and loss account throughout the lease term in
such a way as to achieve fixed periodical interest rate for each lease term.
Depreciation charges on fixed assets held under a finance lease are made for:

e the period of lease life in the case of returning the lease asset after the lease expiry, or

e the term of use if there is a reasonable assurance that that at the lease term expiry the fixed assets will be still

used.

Deferred tax assets and liabilities

The Group creates a provision for deferred tax in respect of all taxable temporary differences and deferred tax assets
with regard to all deductible temporary differences to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences can be utilised.

Deferred tax assets and liabilities should be measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled (liability method), based on tax rates/laws that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax assets and liabilities should not be discounted.

Pursuant to the decision of 19 December 2003, taken based on art.1a of the Corporate Income Tax Act, Stare Miasto Tax
Office in Wroclaw registered an agreement establishing a tax group between Bank Zachodni WBK S.A. and its
subsidiary — BZ WBK Inwestycje Sp. z 0.0. The agreement was concluded for 3 tax years, i.e. from 1 January 2004 to
31 December 2006.

Other assets

Other receivables are disclosed at the amount due. The value of receivables is updated, taking into account the degree of
probability that they will be paid by making an impairment charge. These charges are taken to other operating costs.

11




Liabilities

Liabilities which are neither derivative instruments nor subject to hedge accounting are stated by the Group at the
amortized cost.
Employee liabilities are recorded in line with IAS 19 “Employee Benefits”
o liabilities (provisions) related to unused annual leave are stated in the expected amount (based on current
consideration) without discounting,
e liabilities (provisions) related to the adopted bonus system against the profit are stated in the amount of the
probable salary without discounting,
e liabilities (provisions) related to benefits in the form of retirement allowances are determined using actuarial
methods.
In line with TAS 37, the Group creates provisions for claims arising from legal litigations whenever it is probable that in
order to settle the claim the outflow of funds will be necessary and that its size was reliably estimated.

Equity

Equity comprises capitals and funds created in accordance with applicable law, acts and the Statutes. Equity also
includes retained earnings and prior year losses carried forward.
Share capital is stated at its nominal value in accordance with the Statutes and the entry in the court register.
Supplementary capital is created from profit allocations and share issue premiums.
Reserve capital is created from profit allocations and is earmarked for covering balance sheet losses.
Revaluation reserve comprises:

e (differences from the valuation of financial assets available for sale,

e  deferred tax charges,

e value from revaluation of fixed assets.
Revaluation reserve is not distributable.
On the day of derecognition of all or part of financial assets available for sale the total effects of periodical change in the
fair value reflected in the revaluation reserve are reversed. Total or part of the previous revaluation charge increases or
decreases the value of the given financial asset available for sale.
The equity also comprises:

e financial result in the course of approval reduced by planned dividends,

e declared but unpaid dividends.
Net financial result for the accounting year is the profit disclosed in the profit and loss account of the current year
adjusted by the corporate income tax charge.

F/x assets and liabilities

F/x assets and liabilities are stated at the average rate set for a given currency by the NBP Governor current at the
balance sheet day. Transactions in foreign currencies are posted at the rate current at the transaction day. The F/X
revaluation differences impact F/X profit.

Hedge accounting

The Group applies the hedge accounting to hedge the fair value of selected assets and liabilities subject to interest rate
risk. For the purpose of fair value hedging, IRS transactions are used.
In the case of fair value hedges, the effects of the hedge’s fair value measurement are recognised as “profit/loss on
hedging transactions”. Effects of changes in fair value of the hedged position which can be assigned to the risk hedged,
adjust the balance sheet value of this item and are taken to “result on hedging transactions”.
Fair value hedge accounting ceased to be applied if one the events listed below occurs:

o the hedging instrument expires, is sold, its use comes to an end, it is executed,

o the hedge no longer meets the required criteria of the hedge accounting.

Net interest income

In line with IAS 18 and IAS 39, the Group recognizes interest income on securities and credit exposures as well as
expenses on securities and deposits using an effective interest rate.

Effective interest rate is a rate used for discounting the expected stream of future payments connected with the
agreement to the net present value till the maturity date.
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In the case of identifying the impairment of a financial instrument stated at the amortized cost, the Group determines the
recoverable amount of the financial instrument stated at the amortized cost which is equal to the estimated future cash
flows discounted at the original interest rate and accrues the interest income.

Net commission income

Fees on overdrafts, revolving loans, credit cards and off balance sheet liabilities are settled in a straight-line method and
are taken to the profit and loss account.
Other fees, which are not settled effectively, are taken to profit and loss account on an on-going basis.

Dividend income

Dividends are taken to the profit and loss account at the moment of acquiring rights to them.

EX profit

Result on SPOT transactions taken to the FX profit is calculated by way of comparing the transaction exchange rate with
the average NBP rate as at the balance sheet date.

Result on and valuation of FX Swap and FX Forward transactions is disclosed in "FX gains/losses”.

The effects of valuation of the FX off balance sheet items are recognized in the balance sheet and the profit and loss
account at the transaction date.

Profit on disposal of subordinated entities

Profit on the sale of shares and interests in subordinated entities is set as a difference between the book value of the
securities and their sale price. It is disclosed as profit on sale of subordinated entities.

Other operating income and costs

Other operating income and costs include expenses and revenues which are not related directly to the
statutory activity of the Group. These are primarily revenues and costs from the sale and liquidation of
fixed assets, income from sale of other services, paid and received damages, penalties and fines

2. First-time adoption of International Financial Reporting Standards
The BZWBK Group consolidated financial statement as at 31 March 2005 has been prepared according to the
International Financial Reporting Standards. The comparatives presented in the financial statement have not been
adjusted in the scope allowed by IFRS 1. In particular, the comparatives exclude the impact of IAS 39.
Significant differences between PAS and IFRS in the BZWBK Group consolidated financial statement

Below there are differences between financial information presented in previous interims according to the Polish
Accounting Standards (PAS) and financial data including the impact of IFRS.

Consolidated balance sheet as at 1 January 2004

PAS Adjustment IFRS

Assets

Cash and balances with central bank 1161497 1161497
Loans and advances to monetary institutions 832 578 832 578
Securities at fair value through profit & loss account 478 173 478 173
Derivative financial instruments 159 317 159 317
Loans and advances to customers (@) 13954199 (2995) 13951204
Reverse repo transactions 5 806 5 806
Investment securities (b) 5923907 570 5924477
Investments in subordinated undertakings (c) 70 934 (1070) 69 864
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Intangible assets 301353 301353
Property, plant & equipment (d) 695 547 (4 559) 690 988
Deferred income tax assets (e) 290 724 1485 292 209
Other assets 63} 283 532 546 284 078
Total assets 24 157 567 (6023) 24151544
Liabilities

Deposits from monetary institutions 937 475 937 475
Derivative financial instruments 259 409 259 409
Deposits from clients (g) 18348719 (476) 18348243
Debt securities in issue 792 574 792 574
Negative goodwill from acquisition of subordinated (h) 11 196 (11 196) -
undertakings

Deferred income tax liabilities (1) 138 810 5 138 815
Other liabilities Gy 1111102 751 1111853
Total liabilities 21599 285 (10916) 21588 369
Share capital 729 603 729 603
Other reserve funds (k) 1 548 549 425 1548 974
Revaluation reserve ) 159 992 5 159 997
Retained earnings (m) 104 568 4331 108 899
Minority interest (n) 15570 132 15702
Total equity 2558 282 4893 2563175
Total Liabilities 24 157 567 (6023) 24151544
(a) Loans and advances to customers

1) Increase in loans and advances to customers due to conversion of rent and operating lease 4439

agreements into finance lease agreements.

2) Decrease in loans and advances to customers by an adjustment resulting from the use of an (7 420)

effective interest rate method in measuring lease receivables.

3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (14)

formerly excluded from consolidation).

Total impact (2995)
(b) Investment securities
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 570
formerly excluded from consolidation).
Total impact 570

(c) Investment in subordinated undertakings

1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (1 070)

formerly excluded from consolidation).

Total impact

(1 070)
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(d) Property, plant & equipment

1) Decrease in property, plant & equipment due to conversion of rent and operating lease (4 746)
agreements into finance lease agreements.
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 187
formerly excluded from consolidation).
Total impact (4 559)
(e) Deferred income tax assets
1) Impact of converting rent and operating lease agreements into finance lease agreements. 26
2) Impact of adopting an effective interest rate method in measuring lease receivables. 1410
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 12
formerly excluded from consolidation).
4) Impact of costs related with a share option incentive program for BZWBK Group executives. 37
Total impact 1485
(f) Other assets
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 546
formerly excluded from consolidation).
Total impact 546
(g) Deposits from customers
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (476)
formerly excluded from consolidation).
Total impact (476)
(h) Negative goodwill from acquisition of subsidiary undertakings
1) Reversal of negative goodwill from acquisition of subsidiary undertakings. (11 196)
Total impact (11 196)
(i) Deferred income tax liabilities
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 5
formerly excluded from consolidation).
Total impact 5
(j) Other liabilities
1) Impact of converting rent and operating lease agreements into finance lease agreements. (169)
2) Impact of costs related with a share option incentive program for BZWBK Group executives. 195
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 725
formerly excluded from consolidation).
Total impact 751
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(k) Other reserve funds

1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 425

formerly excluded from consolidation).

Total impact 425
(1) Revaluation reserve
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 5

formerly excluded from consolidation).

Total impact 5
(m) Retained earnings
1) Impact of converting rent and operating lease agreements into finance lease agreements. (112)
2) Impact of adopting an effective interest rate method in measuring lease receivables. (6 010)
3) Reversal of negative goodwill from acquisition of subsidiary undertakings 11 196
4) Impact of costs related with a share option incentive program for BZWBK Group executives. (158)
5) Change in the scope of consolidation (reversal of equity method evaluation of subsidiaries). (585)

Total impact 4331
(m) Minority interest
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 132

formerly excluded from consolidation).

Total impact 132
Consolidated balance sheet as at 31 March 2004

PAS Adjustment IFRS

Assets
Cash and balances with central bank 943 202 943 202
Loans and advances to monetary institutions (a) 1 190 498 10 1 190 508
Securities at fair value through profit & loss account 598 217 598 217
Derivative financial instruments 145 347 145 347
Loans and advances to customers (b) 14038190 (4026) 14034 164
Reverse repo transactions 12 683 12 683
Investment securities (c) 5607213 566 5607 779
Investments in subordinated undertakings (d) 70514 (1 088) 69 426
Intangible assets (e) 282 559 (2 290) 280 269
Property, plant & equipment 63} 662 189 (4 574) 657 615
Deferred income tax assets (2) 334014 1770 335784
Other assets (h) 283 207 (143) 283 064
Total assets 24 167 833 (9775) 24158058
Liabilities
Deposits from monetary institutions (1) 1242 702 103 1 242 805
Derivative financial instruments 222 024 222 024
Deposits from clients (G) 17 698 848 (431) 17698 417
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Repo transactions 15261 15261
Debt securities in issue 859 986 859 986
Negative goodwill from acquisition of subordinated (k) 10 365 (10 365) -
undertakings
Deferred income tax liabilities )] 168 920 1 168 921
Other liabilities (m) 1283332 (91) 1283241
Total liabilities 21501 438 (10783) 21490 655
Share capital 729 603 729 603
Other reserve funds (n) 1561 722 426 1562 148
Revaluation reserve (o) 160 814 5 160 819
Retained earnings (p) 198919 445 199 364
Minority interest (r) 15337 132 15469
Total equity 2 666 395 1008 2667403
Total liabilities 24 167 833 (9775) 24158 058
(a) Loans and advances to monetary institutions
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 10
formerly excluded from consolidation).
Total impact 10
(b) Loans and advances to customers
1) Increase in loans and advances to customers due to conversion of rent and operating lease 4408
agreements into finance lease agreements.
2) Decrease in loans and advances to customers by an adjustment resulting from the use of an (8 436)
effective interest rate method in measuring lease receivables.
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 2
formerly excluded from consolidation).
Total impact (4 026)
(c) Investment securities
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 566
formerly excluded from consolidation).
Total impact 566
(d) I Investment in subordinated undertakings
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (1 088)
formerly excluded from consolidation)
Total impact (1 088)

(e) Intangible assets

1)  Write-off of goodwill (2 290)

Total impact (2 290)
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(f) Property, plant & equipment

1) Decrease in property, plant & equipment due to conversion of rent and operating lease (4 746)
agreements into finance lease agreements.
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 172
formerly excluded from consolidation).
Total impact (4574)
(g) Deferred income tax assets
1) Impact of converting rent and operating lease agreements into finance lease agreements. 95
2) Impact of adopting an effective interest rate method in measuring lease receivables. 1539
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 13
formerly excluded from consolidation).
4) Impact of costs related with a share option incentive program for BZWBK Group executives. 123
Total impact 1770
(h) Other assets
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (143)
formerly excluded from consolidation).
Total impact (143)
(i) Deposits from monetary institutions
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 103
formerly excluded from consolidation).
Total impact 103
(j) Deposits from customers
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (431)
formerly excluded from consolidation).
Total impact (431)
(k) Negative goodwill from acquisition of subsidiary undertakings
1) Reversal of negative goodwill from acquisition of subsidiary undertakings. (10 365)
Total impact (10 365)
(1) Deferred income tax liabilities
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 1
formerly excluded from consolidation).
Total impact 1
(m) Other liabilities
1) Impact of converting rent and operating lease agreements into finance lease agreements. (169)
2) Impact of costs related with a share option incentive program for BZWBK Group executives. 280
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (202)
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formerly excluded from consolidation).

Total impact (€2))
(n) Other reserve funds
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 426

formerly excluded from consolidation).

Total impact 426
(o) Revaluation reserve
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 5

formerly excluded from consolidation).

Total impact 5
(p) Retained earnings
1) Impact of adopting an effective interest rate method in measuring lease receivables. (137)
2) Impact of adopting an effective interest rate method in measuring lease receivables. (6 833)
3) Reversal of negative goodwill from acquisition of subsidiary undertakings 10 365
4) Impact of costs related with a share option incentive program for BZWBK Group executives. (158)
5) Change in the scope of consolidation (reversal of equity method evaluation of subsidiaries). (502)
6)  Write-off of goodwill (2 290)

Total impact 445
(r) Minority interest
1) Change in the scope of consolidation (reversal of equity method evaluation of subsidiaries). 132

Total impact 132
Consolidated balance sheet as at 31 December 2004

PAS Adjustment IFRS

Assets
Cash and balances with central bank 1200 154 1200 154
Loans and advances to monetary institutions (a) 2775222 9 2775213
Securities at fair value through profit & loss account 1369 937 1369 937
Derivative financial instruments 869 435 869 435
Loans and advances to customers (b) 14095350 (4 675) 14090 675
Reverse repo transactions 25 697 25 697
Investment securities 5607 851 5607 851
Investments in subordinated undertakings (c) 77 781 (838) 76 943
Intangible assets (d) 238212 (1208) 237 004
Property, plant & equipment (e) 595 851 4617 591 234
Deferred income tax assets (f) 470 699 2204 472903
Other assets (2) 261 685 419 262 104
Total assets 27 587 874 (8724) 27579150
Liabilities
Deposits from monetary institutions 1301 638 1301 638
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Derivative financial instruments 804 501 804 501
Deposits from clients (h) 19317970 (1070) 19316900
Repo transactions 732 690 732 690
Debt securities in issue 1198 767 1 198 767
Negative goodwill from acquisition of subordinated (i) 8 600 (8 600) -
undertakings
Deferred income tax liabilities )] 301 472 301 301 773
Other liabilities (k) 869 613 940 870 553
Total liabilities 24 535 251 (8429) 24526822
Share capital 729 603 729 603
Other reserve funds 1) 1641684 501 1 642 185
Revaluation reserve (m) 215454 5 215459
Retained earnings (n) 435 207 (933) 434 274
Minority interest (0) 30 675 132 30 807
Total equity 3052623 (295) 3052328
Total liabilities 27 587 874 (8724) 27579 150
(a) Loans and advances to monetary institutions
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 9)

formerly excluded from consolidation).

Wplyw catkowity 9)
(b) Loans and advances to customers
1) Increase in loans and advances to customers due to conversion of rent and operating lease 4378

agreements into finance lease agreements.

2) Decrease in loans and advances to customers by an adjustment resulting from the use of an (9 076)

effective interest rate method in measuring lease receivables.

3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 23

formerly excluded from consolidation).

Total impact (4 675)
(¢) Investment in subordinated undertakings
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (838)
formerly excluded from consolidation).
Total impact (838)

(d) Intangible assets

1)  Write-off of goodwill (1 208)

Total impact (1208)

(e) Property, plant & equipment

1) Decrease in property, plant & equipment due to conversion of rent and operating lease (4 746)

agreements into finance lease agreements.

2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 129




formerly excluded from consolidation).

Total impact (4617)
(f) Deferred income tax assets
1) Impact of converting rent and operating lease agreements into finance lease agreements. 1 800
2) Impact of adopting an effective interest rate method in measuring lease receivables. 262
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 19
formerly excluded from consolidation).
4) Impact of costs related with a share option incentive program for BZWBK Group executives. 123
Total impact 2 204
(g) Other assets
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 419
formerly excluded from consolidation).
Total impact 419
(h) Deposits from customers
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (1 070)
formerly excluded from consolidation).
Total impact (1070)
(i) Negative goodwill from acquisition of subsidiary undertakings
1) Reversal of negative goodwill from acquisition of subsidiary undertakings (8 600)
Total impact (8 600)
(j) Deferred income tax liabilities
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 2
formerly excluded from consolidation).
2) Impact of converting rent and operating lease agreements into finance lease agreements. 224
3) Impact of adopting an effective interest rate method in measuring lease receivables. 75
Total impact 301
(k) Other liabilities
1) Impact of converting rent and operating lease agreements into finance lease agreements. (169)
2) Impact of costs related with a share option incentive program for BZWBK Group executives. 645
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 464
formerly excluded from consolidation).
Total impact 940
(1) Other reserve funds
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 501
formerly excluded from consolidation).
Wplyw catkowity 501
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(m) Revaluation reserve

1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 5
formerly excluded from consolidation).
Total impact 5
(n) Retained earnings
1) Impact of converting rent and operating lease agreements into finance lease agreements. (161)
2) Impact of adopting an effective interest rate method in measuring lease receivables. (7351)
3) Reversal of negative goodwill from acquisition of subsidiary undertakings 8 600
4) Impact of costs related with a share option incentive program for BZWBK Group executives. (522)
5) Change in the scope of consolidation (reversal of equity method evaluation of subsidiaries). (291)
6) Goodwill write-off (1208)
Total impact (933)
(o) Minority interest
1) Change in the scope of consolidation (reversal of equity method evaluation of subsidiaries). 132
Total impact 132

Consolidated balance sheet as at 1 January 2005
(including among others impact of application of IAS 39)

IFRS IFRS

31.12.2004 Adjustment  01.01.2005
Assets
Cash and balances with central bank 1200 154 1200 154
Loans and advances to monetary institutions 2775213 2775213
Securities at fair value through profit & loss account (a) 1369 937 (14 357) 1355580
Derivative financial instruments 869 435 869 435
Loans and advances to customers (b) 14090 675 (139324) 13951 351
Reverse repo transactions 25697 25697
Investment securities (c) 5607851 39815 5 647 666
Investments in subordinated undertakings 76 943 76 943
Intangible assets (d) 237 004 52 237 056
Property, plant & equipment (e) 591234 (22 295) 568 939
Deferred income tax assets ® 472 903 17 704 490 607
Other assets (2) 262 104 18 595 280 699
Total assets 27579 150 (99 810) 27479 340
Liabilities
Deposits from monetary institutions (h) 1301 638 (791) 1 300 847
Derivative financial instruments 804 501 804 501
Deposits from clients 19 316 900 19 316 900
Repo transactions 732 690 732 690
Debt securities in issue (1 1198767 (5951) 1192816
Deferred income tax liabilities )] 301 773 8370 310 143
Other liabilities (k) 870 553 (60 362) 810 191
Total liabilities 24 526 822 (58 734) 24 468 088
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Share capital 729 603 729 603

Other reserve funds 1642 185 1 642 185
Revaluation reserve ) 215459 29 197 244 656
Retained earnings (m) 434274 (70 273) 364 001
Minority interest 30 807 30 807
Total equity 3052328 (41076) 3011252
Total liabilities 27579 150 (99 810) 27479 340

(a) Securities at fair value through profit & loss

1) Reclassification of equity securities from the category of instruments at fair value through (14 357)
profit & loss account to the category of investment instruments.
Total impact (14 357)
(b) Loans and advances to customers
1) Impairment recognized for loans and advances to customers (incl. IBNR) (99 810)
2) Impact of the adoption of an effective interest rate method in measurement of loans and (39 514)
advances to customers
Total impact (139 324)
(c) Investment securities
1) Reclassification of equity securities from the category of instruments at fair value through 14 357
profit & loss account to the category of investment instruments.
2) Reclassification of debt securities from the category of instruments at fair value through profit 25458
& loss account to the category of investment instruments.
Total impact 39 815
(d) Intangible assets
1) Intangible assets recognized according to IAS 38 52
Total impact 52
(e) Property, plant & equipment
1) Assets for sale separated according to IFRS 5 (22 295)
Total impact (22 295)
(f) Deferred income tax assets
1) Impact of the adoption of an effective interest rate method in measurement of loans and 12 934
advances to customers
2) Impact of impairment recognized for loans and advances to customers 4672
3) Adjustment to deferred income tax assets for the impact of financial asset measurement 98
Total impact 17 704

23




(g) Other assets

1)  Adjustment resulting from the adoption of an effective interest rate method in the settlement of (3 648)
fees and commissions earned on debt securities

2) Assets for sale separated according to IFRS 5 22295

3) A newly identified intangible asset transfer for presentation purposes (52)
Total impact 18 595

(h) Deposits from monetary institutions

1) Impact of the adoption of an effective interest rate method on fees and commissions on loans (791)
and advances to monetary institutions
Total impact (791)

(i) Debt securities in issue

1) Adjustment resulting from the adoption of an effective interest rate method in the settlement of (3739)
fees and commissions on debt securities.

2) Adjusted impact of hedged instrument measurement (debt securities in issue) (2212)
Total impact (5951)

(j) Deferred income tax liabilities

1) Impact of the adoption of an effective interest rate method 3113

2) Impact of reclassification of debt securities from held-to-maturity to available-for-sale 4837

3) Adjusted impact of hedged instrument measurement (debt securities in issue) 420
Total impact 8370

(k) Other liabilities

1) Release of general provision (73 243)

2) Deferred income on current accounts 12 881
Total impact (60 362)

(1) Revaluation reserve

1) Reclassification of equity securities from the category of instruments at fair value through 8576
profit & loss account to the category of investment instruments.

2) Impact of reclassification of debt securities from held-to-maturity to available-for-sale. 20 621
Total impact 29197

(m) Retained earnings

1)  Adjustment due to impairment recognized for loans and advances to customers (21 712)

2) Reclassification of equity securities from the category of instruments at fair value through (8479)
profit & loss account to the category of investment instruments.

3) Impact of the adoption of an effective interest rate method on loans and advances to customers. (42 589)

4) Impact of the adoption of an effective interest rate method on debt securities in issue. 74

5) Impact of the adoption of an effective interest rate method on deposits from monetary 640
instruments.

6) Adjusted impact of hedged instrument measurement (debt securities in issue) 1793
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Total impact (70 273)
Consolidated profit and loss account for the period from 01 January 2004 to 31 March 2004.
PAS Adjustment IFRS
Interest and similar income (a) 346 092 881 346 973
Interest expense and similar charges (126 540) (126 540)
Net interest income 219 552 881 220433
Fee and commission income 176 042 (847) 175195
Fee and commission expense (24 593) (700)  (25293)
Net fee and commission income (b) 151 449 (1 547) 149 902
Dividend income 54291 54291
Foreign exchange profit 39 673 39 673
Gains less losses on hedge accounting transactions (2 842) (2 842)
Net trading income 8979 8979
Gains less losses from investment in securities 3257 3257
Gains less losses on sale of subordinated undertakings - -
Other operating income (©) 12 995 (407) 12 588
Impairment losses on loans and advances (34 304) (34 304)
Operating expenses (299 008) (2211) (301 219)
Bank's operating expenses and management costs (d) (237 679) (357) (238 036)
Depreciation/amortization  (e) (53 436) 684  (52752)
Other (f) (7 893) (2538) (10431)
Operating profit 154 042 (3 284) 150 758
Share in net profits (losses) of subordinated entities accounted for (g) 1077 (792) 285
by the equity method
Gross profit 155119 (4 076) 151 043
Corporate income tax (h) (23 983) 190  (23793)
Minority (profits) losses (2 356) (2 356)
Net profit 128 780 (3 886) 124 894
(a) Net interest income
1) Adjustment due to conversion of rent and operating lease agreements into financial lease 81
agreements.
2) Adjustment due to the adoption of the effective interest rate method. 795
3) Change in the scope of consolidation (reversal of equity method evaluation of subsidiaries). 5
Total impact 881
(b) Net fee and commission income
1) Adjustment due to the adoption of an effective interest rate method in the lease agreements (1 811)
measurement.
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 264

formerly excluded from consolidation).
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Total impact (1 547)
(c) Other operating income
1) Elimination of income on rent and operating lease agreements following their conversion into (448)
financial lease agreements.
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 41
formerly excluded from consolidation).
Total impact (407)
(d) Operating expenses and management costs
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (357)
formerly excluded from consolidation).
Total impact (357)
(e) Depreciation/ amortisation
1) Elimination of goodwill amortization 361
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (13)
formerly excluded from consolidation).
3) Elimination of depreciation of assets that were subject to operating lease agreements before their 336
conversion to financial lease agreements.
Total impact 684
(f) Other operating expenses
1) Goodwill write-off (2 651)
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 113
formerly excluded from consolidation).
Total impact (2 538)
g) Share in net profits (losses) of subordinated entities accounted for by the equity method
1) Elimination of negative goodwill amortization (831)
2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 39
formerly excluded from consolidation).
Total impact (792)
(e) Corporate income tax
1) Impact of the conversion of rent and operating lease agreements into financial lease agreements. 6
2) Adjustment due to the adoption of an effective interest rate method. 193
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 9)
formerly excluded from consolidation).
Total impact 190
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Consolidated profit and loss account for the period from 01 January 2004 to 31 December 2004.

PAS Adjustment IFRS
Interest and similar income (a) 1495033 4189 1499 222
Interest expense and similar charges (624 724) 6 (624 718)
Net interest income 870 309 4195 874 504
Fee and commission income 782 931 (3 382) 779 549
Fee and commission expense (146 037) (1225) (147 262)
Net fee and commission income (b) 636 894 (4 607) 632 287
Dividend income 54 336 54 336
Foreign exchange profit 197 108 197 108
Gains less losses on hedge accounting transactions (5284) (5 284)
Net trading income 14 497 14 497
Gains less losses from investment in securities 7198 7198
Gains less losses on sale of subordinated undertakings 55136 55136
Other operating income (c) 63 836 (554) 63 282
Impairment losses on loans and advances (131 425) (131 425)
Operating expenses (1 195 994) (1578) (1197572)
Bank's operating expenses and management costs  (d) (943 247) (1301) (944 548)
Depreciation/amortization  (e) (202 089) 2 690 (199 399)
Other (f) (50 658) (2 968) (53 626)
Operating profit 566 611 (2 544) 564 067
Share in net profits (losses) of subordinated entities accounted (g) 9 447 (3325) 6122
for by the equity method
Gross profit 576 058 (5 869) 570 189
Corporate income tax (h) (113 790) 393 (113 397)
Minority (profits) losses (17 816) (17 816)
Net profit 444 452 (5 476) 438 976

(a) Interest and similar income

1) Adjustment due to conversion of rent and operating lease agreements into financial lease 273

agreements.
2) Adjustment due to the adoption of the effective interest rate method. 3 891
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 25
formerly excluded from consolidation).
Total impact 4189
(b) Interest expense and similar charges
1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 6
formerly excluded from consolidation).
Total impact 6
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(c) Net fee and commission income

1) Adjustment due to the adoption of an effective interest rate method in the lease agreements (5 547)
measurement.

2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 940
formerly excluded from consolidation).
Total impact (4 607)

(c) Other operating income

1) Elimination of income on rent and operating lease agreements following their conversion into (1 637)
financial lease agreements.

2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 354
formerly excluded from consolidation).

3)  Write-off of recognised negative goodwill 729
Total impact (554)

(d) Operating expenses and management costs

1) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (1 301)
formerly excluded from consolidation).
Total impact (1301)

(e) Depreciation/ amortisation

1) Elimination of goodwill amortization 1443

2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 57
formerly excluded from consolidation).

3) Elimination of depreciation of assets that were subject to operating lease agreements before their 1304
conversion to financial lease agreements.
Total impact 2 690

(f) Other operating expenses

1)  Goodwill write-off (2 651)

2) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries 133
formerly excluded from consolidation).

3) Costs related with a share option incentive program for BZWBK Group executives. (450)
Total impact (2 968)

g) Share in net profits (losses) of subordinated entities accounted for by the equity method

1) Elimination of negative goodwill amortization (3 325)
Total impact (3 325)
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(e) Corporate income tax

1) Impact of the conversion of rent and operating lease agreements into financial lease agreements. 11
2) Adjustment due to the adoption of an effective interest rate method. 315
3) Change in the scope of consolidation (one-by-one consolidation method applied to subsidiaries (18)
formerly excluded from consolidation).
4) Impact of costs related with a share option incentive program for BZWBK Group executives. 85
Total impact 393
Significant differences between PAS and IFRS in the BZWBK financial statement
Impact on equity as at 31 December 2003
PAS Adjustment IFRS
Share capital 729 603 729 603
Other reserve funds 1 550 658 1 550 658
Revaluation reserve 158 461 158 461
Retained earnings (a) 94 977 (157) 94 820
Total Equity 2 533 699 (157) 2533542
(a) Retained earnings
Impact of costs related with a share option incentive program for BZWBK Group executives. (157)
Total impact (157)

Impact on equity as at 31 March 2004 and BZ WBK net result for the period from 01 January 2004 to 31 March

2004.

Equity as at 31 March 2004

PAS Adjustment IFRS
Share capital 729 603 729 603
Other reserve funds 1552 581 1552 581
Revaluation reserve 159 231 159 231
Retained earnings 224 707 (32 603) 192 104
Total Equity 2 666 122 (32603) 2633519

Impact of costs related with a share option incentive program for BZWBK Group executives. (157)
Elimination of equity method valuation (6 809)
Write-off of goodwill (2 290)
Change of presentation of approved dividend payout (23 347)
Total impact (32 603)

Impact on net result for the period from 01 January 2004 to 31 March 2004
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PAS 129 730

Elimination of equity method valuation (6 809)
Write-off of goodwill (2 290)

IFRS 120 631

Impact on equity as at 31 December 2004 and BZ WBK net result for the period from 01 January 2004 to 31

December 2004.

Equity as at 31 December 2004

PAS Adjustment IFRS

Share capital 729 603 729 603
Other reserve funds 1 624 903 1624 903
Revaluation reserve 213 993 213 993

Retained earnings a) 443 326 (71 294) 372 032

Total Equity 3011825 (71294) 2940 531

(a) Retained earnings

1) Elimination of equity method valuation (69 565)
2)  Write-off of goodwill (1207)
3) Impact of costs related with a share option incentive program for BZWBK Group (522)
executives.
Total impact (71 294)

Equity as at 01 January 2005

IFRS IFRS
31.12.04 Adjustment 01.01.2005

Share capital 729 603 729 603
Other reserve funds 1 624 903 1 624 903
Revaluation reserve a) 213993 20 621 234 614
Retained earnings b) 372 032 (103 886) 268 146
Total Equity 2940 531 (83265) 2857266

(a) Revaluation reserve - impact of reclassification of debt securities from held-to-maturity to available-for-sale 20 621

(b) Retained earnings

1) Elimination of equity method valuation (45 804)
2) Impact of the adoption of an effective interest rate method on loans and advances to customers. (52 395)
3)  Adjustment due to impairment recognized for loans and advances to customers (21 112)
4) Corporate income tax recognised on opening balance adjustments 13213
5) Adjusted impact of hedged instrument measurement (debt securities in issue) 2212

Total impact (103 886)
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Impact on net result for the period from 01 January 2004 to 31 December 2004

PAS 443 326
Elimination of equity method valuation (69 565)
Write-off of good will (1207)
Impact of costs related with a share option incentive program for BZWBK Group executives. (365)
IFRS 372 189
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3 Graphical representation of the Group’s organisation structure and information about types of connections within the Group

Companies connected with Bank Zachodni WBK S.A.
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Pursuant to IAS 27, the following subsidiary undertakings were fully consolidated in the financial statements of Bank

Zachodni WBK for Q1 2005:

1) BZ WBK Inwestycje Sp. z o.0.

2) BZ WBK Faktor Sp. z 0.0.
3) Dom Maklerski BZ WBK S.A. (Brokerage House)

4) BZ WBK Finanse & Leasing S.A.

5) BZ WBK Leasing S.A.

6) BZ WBK Nieruchomosci S.A. i Wspolnicy Spotka Komandytowa
7) AIB WBK Fund Management Sp. Z O.0.
8) BZ WBK AIB Asset Management S.A.

9) BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A. - subsidiary of BZ WBK AIB Asset

Management S.A.

10) BZ WBK Nieruchomosci S.A.
11) Brytyjsko-Polskie Towarzystwo Finansowe WBK —CU Sp. z o0.0.

In case of BZ WBK AIB Asset Management S.A., the Bank is a co-owner of the company together with AIB Capital
Markets plc. Both owners of BZ WBK AIB Asset Management S.A. are members of Allied Irish Banks Group and each
holds an equal stake of 50% in the company’s share capital. In practice, Bank Zachodni WBK S.A. exercises control
over the company and its subsidiary, BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A., because through its
agency the ultimate parent (Allied Irish Banks) pursues its policy in Poland. Therefore, in line with the accounting act,
the company is treated as a subsidiary undertaking.

Pursuant to IAS 28, as at 31 March 2005, associated undertakings were accounted for using the equity method. This

applies to the following companies:

1) POLFUND - Fundusz Porgczen Kredytowych S.A.
2) Lubelskie Zaktady Przemyslu Skorzanego Protektor S.A.

3) NFI Magna Polonia S.A.

Intragroup transactions were excluded from the consolidated financial statements.

Transactions with connected entities of BZWBK SA:

: of which,
Receivables of “;Tg?(’)ﬁig:;guuy of which, from from a parent Total
subordinated entities associated ( /:lcigmgigzp) 31.03.2005
Loans and advances to monetary
institutions 575 186 1 068 826 1644012
Securities at fair value through profit
or loss 5351 5351
Derivative financial instruments 25335 25335
Loans and advances to customers 233452 233452
Other assets 11168 16 017 27 185
Total assets 850492 1 084 843 1935 335
. of which,
Receivables of Whlgh’ lii(::l é’ully of which, from from a parent Total
conso cd associated company 31.12.2004
subordinated entities (AIB Group)
Loans and advances to monetary
institutions 420 595 1 146 759 1567 354
Securities at fair value through profit 5360 5360
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or loss

Derivative financial instruments 19 461 19 461
Loans and advances to customers 236 808 236 808
Other assets 5093 51 325 56 418
Total assets 687 317 1198 084 1 885 401
: of which,
Receivables Of“ﬁgg?&ﬁgﬁ;?lly of which, from from a parent Total
subordinated entities associated ( ;I%mgigl)l]p) 31.03.2004
Loans and advances to monetary
institutions 270 639 282 871 553510
Securities at fair value through profit
or loss 30 497 30 497
Derivative financial instruments 11334 11334
Loans and advances to customers 409 715 409 715
Other assets 41977 34293 76 270
Total assets 764 162 317 164 1 081 326
. of which,
Liabilities of which, 1%101:1 (ﬁully of which, from from a parent Total
consondatec | associated company 31.03.2005
subordinated entities (AIB Group)
Deposits from monetary institutions 231 39%4 1 006 232 400
Derivative financial instruments 25335 25335
Deposits from clients 562 788 58 441 621 229
Debt securities in issue 5714 5714
Other liabilities 23390 17 178 40 568
Retained earnings 1871 1871
Total 850 492 58 441 18 184 927 117
. of which,
Liabilities of Whlr?h’ liiortn (’1ﬁ111y of which, from from a parent Total
consondated | associated company 31.12.2004
subordinated entities (AIB Group)
Deposits from monetary institutions 234 602 2 600 237202
Derivative financial instruments 19 461 19 461
Deposits from clients 408 171 59313 467 484
Debt securities in issue 5309 5309
Other liabilities 17 244 26 527 43 771
Retained earnings 2 530 2 530
Total 687317 59313 29 127 775757
oy eyegs . of which,
Liabilities of “;gﬁ?(’)ig:;?lly of which, from from a parent Total
. . associated company 31.03.2004
subordinated entities (AIB Group)
Deposits from monetary institutions 407 346 12 282 419 628
Derivative financial instruments 11 347 11 347
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Deposits from clients 271 888 336 721
Debt securities in issue 30 446 30 446
Other liabilities 41 360 18 097 59 457
Retained earnings 1775 1775
Total 764 162 30379 859 374
Income on transactions with connected entities
. of which,
Income of “f:igﬁg;:;guuy of which, from from a parent Total
subordinated entities associated ( ;meg?EZp) 01.01-31.03.2005
Interest and similar income 9721 5572 15293
Fee and commission income 8430 8430
Other operating income 1475 1475
Net trading income 670 670
Total 19 626 6242 25 868
Income on transactions with connected entities
: of which,
Income of Vf::g;’)lfiz(;?;guuy of which, from from a parent Total
. . associated company 01.01-31.03.2004
subordinated entities (AIB Group)
Interest and similar income 12 488 8369 20 857
Fee and commission income 16 403 16 403
Other operating income 4434 4434
Net trading income -5 864 -5 864
Total 33325 2505 35830
Costs on transactions with connected entities
. of which,
Costs of vf:g?(’)ﬁg;lzfﬂly of which, from from a parent Total
subordinated entities associated ( ;I%mgigzp) 01.01-31.03.2005
Interest expense and
similar charges 9953 365 6 10 324
Fee and commission
expense 8 836 8 836
Operating expenses of
which: 1496 6222 7718
Bank’s operating expenses
and management costs 1 468 6222 7 690
Other 28 28
Total 20285 365 6228 26 878
. of which,
Costs of vf:g?(’)ﬁg;lzfﬂly of which, from from a parent Total
subordinated entities associated ( ;I%mgigzp) 01.01-31.03.2004
Interest expense and
similar charges 12 488 202 12 690
Fee and commission
expense 16 391 16 391
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Operating expenses of

which: 4 408 7 880 12 288
Bank’s operating expenses

and management costs 4193 7 880 12 073

Other 215 215
Total 33 287 202 7 880 41369
Off-balance sheet transactions with related parties:
Mutual transactions — off-balance sheet liabilities Incl. fully Incl. associates Total
consolidated entities 31.03.2005
1. Contingent liabilities granted/received: 2641734 6 000 2647734
-financial 2518 658 2518 658
-guarantee 123 076 6 000 129 076
2. Nominal values of derivate instruments incl.: 2 450 780 2 450 780
-currency operations 68 466 - 68 466
-financial instrument operations- single currency 1156 924 1156 924
interest rate swap
- financial instrument operations - single currency 1225390 1225390
interest rate swap -hedging
TOTAL 5092514 6 000 5098 514
Mutual transactions — off-balance sheet liabilities Incl. fully Incl. associates Total
consolidated entities 31.12.2004

1. Contingent liabilities granted/received: 2 640 394 6 040 2 646 434
- financial 2517 504 2517 504
- guarantee 122 890 6 040 128 930
2. Nominal values of derivate instruments incl.: 2297 562 2297 562
- currency operations 68 428 68 428
- financial instrument operations single currency 1 080 354 1 080 354
interest rate swap
- financial instrument operations - single currency 1148 780 1148 780
interest rate swap — hedging
TOTAL 4 937 956 6 040 4 943 996

The level of mutual transactions with the key management as at the end of the first quarter does not differ significantly

from the level presented as at the end of 2004.

4 Comments concerning the seasonal or cyclical character of the annual activities

The business activity of Bank Zachodni WBK S.A. and its subsidiary undertakings has no seasonal character.
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5 Character and amounts of items which are extraordinary due to their nature, volume, or
occurrence and have influence on the assets, liabilities, equity, financial performance or cash
flows

No extraordinary events influencing the balance sheet structure and financial performance occurred in Bank Zachodni
WBK Group.

6 The essence and the value of changes reported in the previous periods of the current year and
changes in projected amounts reported in the previous years if those changes have a
significant influence on the current period.

As stated in IL.2., the Bank adopted the accounting rules specified by IAS requirements starting from 01.01.2005. In
regard to 2005 financial data and data presented in the financial statements in previous years, there were no significant
changes made in estimations impacting the current reporting period.

7 Issues, redemption or repayment of debt or equity instruments

In QI 2005, Bank Zachodni did not issue bonds or other own debt securities, however bonds were issued twice in
BZWBK Leasing S.A. subsidiary undertaking :

a) 3-year bonds — 3S0108 of PLN 24,998 k (nominal value) with the final redemption date of 10.01.2008.

b) 3-year bonds — 3S0308 of PLN 15,000 k (nominal value) with the final redemption date of 02.03.2008.

As at the end of Q1 2005, the total value of obligations with respect to the issue of own bonds by Bank Zachodni WBK
S.A., BZWBK Leasing and BZWBK Finanse&Leasing amounted to PLN 1,104,604 k (nominal value).

In Q1 2004, no bonds or other own debt securities were issued in Bank Zachodni WBK S.A., but bonds were issued in a
subsidiary undertaking of BZWBK S.A. — Leasing S.A. in the nominal value of PLN 62,967 k.

As at the end of Q1 2004, the total debt with respect to the issue of own bonds by Bank Zachodni WBK S.A., BZWBK
Leasing and BZWBK Finanse&Leasing (subsidiary undertakings of BZWBK S.A.) amounted to PLN 788,279 k
(nominal value).

8 Income and profits by business segments

BZ WBK Group’s operating activities have been divided into four business segments: Treasury Segment, Investment
Banking Segment, Branch Services Segment and Leasing Services Segment.

e Activity of the Treasury Operations Segment comprises foreign exchange and interbank transactions as well as
transaction in derivative instruments and debt securities

e Activity of the Investment Banking Segment includes equity investments of Bank Zachodni WBK S.A. and
brokerage operations

e Activity of the Branch Operations Segment comprises branch network operations and the related internet
distribution of services and products.

e Leasing Operations Segment centralises the Group’s leasing activity.
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Income and costs of the individual segment mean income and costs earned/incurred on sales to external clients or on
transactions with other segments of the Group. They are disclosed in the P&L account and can be, based on rational
premises, allocated to a particular business segment.

The segment’s assets and liabilities are operational assets and liabilities used by that segment in its operating activities.
They can be, based on rational premises, allocated to a particular business segment.

The segment’s profits and assets were determined prior to inter-segment exclusions. Sale prices between the segments
are close to market prices. Operating costs and income are appropriately allocated to a relevant segment. Costs and
income which cannot be rationally assigned are stated in “unallocated costs” and “unallocated income”.

BZ WBK Group operates exclusively in the territory of Poland and no significant differences in risk were identified as
regards the geographical location of its outlets. Therefore, the issuer did not present financial statements with a break-
down into geographical segments.
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Profit and loss account by industry segments 31-03-2005
BZ WBK Group

Branch Investment Leasing

Services Treasury Banking Services

Segment Segment Segment Segment Exclusions Razem

1. Total segment income 715 035 166 311 63 393 35 482 (287 188) 693 033
Segment income (external) 567 361 45316 52 471 27 885 693 033
Segment income (internal) 147 674 120 995 10922 7597 (287 188) -

2. Total segment costs (593 737) (151 671) (33 963) (26 133) 287 188 (518 316)
Segment costs (external) (455731) (10 187) (28 365) (24 033) (518 316)
Segment costs (internal) (138 006) (141 484) (5598) (2 100) 287 188 -

3. Dividend income - -

4. Impairment (3 873) - - (447) - (4 320)

5. Share in profits/losses of subsidiaries and

associates accounted for using the equity

method - - (1 426) - - (1 426)

6. Net result 117 425 14 640 28 004 8902 - 168 971

7. Other income (not allocated) -

8. Other costs (not allocated) (12 272)

9. Pre-tax profit 156 699

9. Tax (34 100)

11. Profit attributable to minority shareholders 3607)

12. Net profit 118 992




Profit and loss account by industry segments 31-03-2004
BZ WBK Group

Branch Investment

Services Treasury Banking

Segment Segment Segment Exclusions Razem

1. Total segment income 607 114 143 627 39133 (240 184) 586 528
Segment income (external) 480 905 37 061 34 083 586 528
Segment income (internal) 126 209 106 566 5050 (240 184) -

2. Total segment costs (503 423) (127 221) (20 504) 240 184 (439 410)
Segment costs (external) (391 852) (9 520) (17 712) (439 410)
Segment costs (internal) (111571) (117 701) (2792) 240 184 -

3. Dividend income 54 291 54 291

4. Impairment (33 523) - - - (35 575)

5. Share in profits/losses of subsidiaries and

associates accounted for using the equity

method - - 285 - 285

6. Net result 70 168 16 406 73 205 - 166 119

7. Other income (not allocated) -

8. Other costs (not allocated) (15 068)

9. Pre-tax profit 151 051

9. Tax (23 801)

11. Profit attributable to minority shareholders (2 356)

12. Net profit 124 894




In relation to the corresponding period ended 31 March 2004, the consolidated profit and loss account divided into
industry segments takes into account value corrections being the result of retrospective application of IFRS.

9 Influence of changes in the group structure during the reporting period (mergers,

acquisitions and disposals of subsidiaries)

No significant changes in the group structure (mergers, acquisitions and disposals of subsidiaries) occurred in the BZ

WBK S.A. Group during Q1 2005 and Q1 2004.

10 Changes to the contingent liabilities or assets

Contingent liabilities, sanctioned and received

31.03.2005 31.12.2004 Change
Liabilities sanctioned: 5003 496 4 739 854 263 642
- financing-related 4 269 053 4 035 037 234016
including: import letters of credit 52747 54 078 -1331
including: credit lines 3094 229 3307 256 -213 027
including: credit card debits 328 530 312344 16 189
- guarantees 672 905 704 817 -31912
including: confirmed export letters of credit 594 3247 -2653
Received liabilities: 509 420 614 239 -104 819
Total 5512 916 5354 093 158 823

As at 31.03.2005 , the Bank issued guarantees of PLN 672,905k, and as at 31.12.2004 PLN 704,817k. The guarantees
issued to subsidiary undertakings BZ WBK S.A. Finanse & Leasing, BZ WBK Leasing and Dom Maklerski were

excluded as intragroup transactions.

Derivatives’ nominal values

31.03.2005
1. Derivatives (hedging) 2710770
a) Single-currency interest rate swaps — 1355385
purchased amounts
b) Single-currency interest rate swaps — 1355385
sold amounts
2. Term (speculative) derivatives 96 800 311
a) Interest rate operations 72 149 563
- Single-currency interest rate swaps — 17 664 368
purchased amounts
- Single-currency interest rate swaps — 17 664 368
sold amounts
- FRA-purchased amounts 19 770 827
- FRA-sold amounts 17 050 000
b) FX operations 24 650 748
- FX swap — purchased amounts 11 506 865
- FX swap — sold amounts 11 581 062
- Double-currency interest rate swaps — 796 502
purchased amounts
- Double-currency interest rate swaps — 766 319

sold amounts

31.12.2004

1615 840
807 920

807 920

58 817 213
40 525 297
14 799 088

14 799 090

6027119
4900 000
18291916
8361118
8326 500

836 614

767 684

Change

1094 930
547 465

547 465

37983 098
31624 266
2 865 280

2865278

13 743 708
12 150 000
6358 832
3145747
3254562
-40 112

-1365
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3. Derivatives — non-stock market 359 655 408 119 -48 464

options
- Options purchased 335287 408 119 -72 832
- Options sold 24 368 - 24 368
Total 99 870 736 60 841 172 39 029 564

11. Assets taken-over for sale

Assets taken-over for sale

31.03.2005
Assets taken for sale inc:
- land 1125
- buildings, premises and objects of civil and water engineering 19 007
- technical devices and machines 2299
Total 22 431

12. Principles of PLN conversion into EURO
Selected financial figures for Q1 were converted according to the following principles:

for 2005:

Selected balance sheet data and book value per share - according to the average EURO/PLN rate current at the balance
sheet date and announced by the National Bank of Poland — 4.0837.

Selected items of profit and loss account and cashflow for Q1 2005 - according to the exchange rate calculated as an
arithmetic mean on the last day of each month in a quarter: 4.0153 (January — 4.0503, February — 3.9119, March —
4.0837).

for 2004:

Selected balance sheet data and book value per share - according to the average EURO/PLN rate current at the balance
sheet date and announced by the National Bank of Poland — 4.7455.

Selected items of profit and loss account and cashflow for Q1 2004 - according to the exchange rate calculated as an
arithmetic mean on the last day of each month in a quarter: 4.7938 (January — 4.7614, February — 4.8746, March —
4.7455).

13. Shareholders with min. voting power of 5% at the Annual General Meeting of Bank
Zachodni WBK S.A. Shareholders

According to the information held by the Bank’s Management Board, the shareholder with a min. 5% of the total
number of votes at the BZWBK Annual General Meeting as at the publication date of the extended quarterly
consolidated report for Q1 2005 (9.05.2005) is AIB European Investments Ltd. based in Dublin.

% share in total

Shareholder No. %f shares % shareholding No. of votes at number of votes at
eld AGM
AGM
As at 09.05.2005
AIB European Investments 51413 790 70,5 % 51413790 70,5 %
Limited
As at 22.02.2005
AIB European Investments 51413 790 70,5 % 51413790 70,5 %
Limited
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14. Statement of changes in the balance of Bank Zachodni WBK shares held by members of the
Management and Supervisory Boards

No. of Bank Zachodni WBK shares held

As at 9.05.2005 As at 22.02.2005 Change
Members of the 450 450 -
Management Board
Members of the 278 330 52%
Supervisory Board

* Due to Prof. Marian Goérski’s decision not to run for another term in the Supervisory Board.

15. Information about the commenced/instituted court proceedings

As at 31 March 2005, no proceedings were instituted by court or by state administration agencies with relation to any
claims made by or against the Bank or its subsidiaries amounting to a minimum of 10% of the Group’s equity.

The value of all litigations totals PLN 317,904k, which is ca. 10.60% of Group’s equity. This amount includes PLN
73,577k claimed by the Bank, PLN 33,632k in claims against the Bank and PLN 210,695k are Bank’s receivables due to

bankruptcy or arrangement cases.

Significant court proceedings conducted by Bank Zachodni WBK S.A.

Parties to litigation

Subject of litigation

Value of litigation

Date proceedings

(PLN k) started
AGROFIRMA Spéldzielcza versus  compensation for alleged damage 3760 10.05.2002
BZ WBK S.A. resulting from an FX transaction
PPHU PREFBUD Sp z o0.0. versus  verification of an entry in the Land 5250 12.01.2004
BZ WBK S.A. And Mortgage register
BZ WBK S.A. versus Wiadystawa  five individual bankruptcy cases 136 250 03.06.2004
Rychlik, Eryk Rychlik, Henryk
Rychlik, Anna Biskupska, Andrzej
Buszkiewicz
BZ WBK S.A. versus Wicona Sp. z  bankruptcy case 30 148 27.01.2005
0.0.
METRON-TERM Sp. z 0.0. versus  Rectification of an entry in the Land 3000 27.04.2004
BZ WBK S.A. And Mortgage register
Zbigniew and Iwona Hetman versus: claim for damages 5500 19.01.2005
a) Bank Zachodni WBK S.A.,
b) State Treasury c) Bailiff of the
Local Court
Passage 222 versus Bank Zachodni  cancelling the enforceability of a 4873 25.11.2004

WBK SA

banking writ of execution

Further information regarding the above litigations can be found in point 40 of the Additional Notes to the consolidated
annual report SAB-RS 2004 published on 4.03.2005.

In Q1 2004, no proceedings were instituted by court or by state administration agencies with relation to any claims made

by or against the Bank or its subsidiaries amounting to a minimum of 10% of Bank’s equity. The total value of all
litigations does not exceed 10% of Bank’s equity.

43




16. Information concerning issuing loan guarantees by an issuer or its subsidiary — to one
business unit or its subsidiary, if the total of guarantees issued amounts to at least 10% of
issuer’s equity.

As at 31 March 2005 and 31 March 2004, Bank Zachodni WBK S.A. and its subsidiaries had not issued any guarantees
to one business unit or a subsidiary totalling a minimum of 10% of issuer’s equity.

17. Events which occurred after the balance sheet date

General Meeting of Bank’s Shareholders:

1) Accepted the financial accounts and consolidated financial accounts of the Bank Zachodni WBK S.A. Group for the
period between 1 January 2004 to 31 December 2004.

2) Divided the net profit generated by the Bank in the year between 1 January 2004 to 31 December 2004 in the
following way:

e  the amount allocated to shareholders dividend totalled PLN 177,293,490.12
e the amount allocated to the reserve capital totalled PLN 236,032,699.78
e the amount allocated to the general banking risk fund totalled PLN 30,000,000.00

The dividend per one share amounted to PLN 2.43 and will be paid on 17 May 2005 to the shareholders who owned
shares of Bank Zachodni WBK S.A. on the day the right for a dividend was set, i.e. 29 April 2005.

3) Granted the word of approval to the Members of the Management Board and the Supervisory Board
4) Appointed the following members of the Supervisory Board of BZ WBK S.A. for a new term:
Aleksander Szwarc — Chairman

Gerry Byrne — Vice-Chairman

Kieran J. Crowley — Member

Waldemar Frackowiak — Member

Aleksander Galos - Member

Declan Mc Sweeney - Member

John Power - Member

Jacek Slotata — Member

5) Approved the contents of “Good Practices in Public Companies in 20057,

Changes in the Management Board of BZ WBK S.A.

Bank Zachodni WBK S.A. announced that Mr. Cornelius O’Sullivan, the First Vice-President of the Bank’s
Management Board, decided to resign from the Management Board effective from 30 April 2005 due to his retirement.

Dividend from the companies of the Commercial Union Group

On 15 April 2005, General Meetings of companies from the Commercial Union Group agreed on the payment of
dividend for the shareholders.

As a shareholder, Bank Zachodni WBK S.A. will receive a total amount of PLN 44,134k, including: PLN 32,463k from
CU Polska Towarzystwo Ubezpieczen na Zycie S.A., PLN 11,063k from CU Polska Powszechne Towarzystwo
Emerytalne BPH CU WBK S.A. and PLN 608k from CU Polska Towarzystwo Ubezpieczen Ogodlnych S.A. The
dividend comes due on 15 April 2005.
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