BANK
POLSKA KASA OPIEKI
SPOLKA AKCYJNA

Annual Consolidated Financial Statements

of Bank Pekao S.A. Group
for the year ended 31st December 2005

ShHe)

Warsaw, March 2006



Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended
31% December 2005 Translation from the Polish Odgin

TABLE OF CONTENTS

Consolidated INCOME SEAtEMENT ...........o e e s e e e e e e e e e e e e e e e e e et et e e eaeeeeeseeeeesseensannann 3.
Consolidated BalanCe SNEEL ..............i ettt et e e e e e e ettt rere e e s e e e eeaeeeeeeeetatb i aaseeeaeaaeeeessrennns 4
Consolidated Statement Of ChaNQges IN EQUILY ceeeaeaeeveeieiiiiiiiiieeaee ettt e e 5
Consolidated Statement Of CaSh FIOW.........ceeummmiiiiii it e e e e e e e e e e e e 6
Notes to the consolidated financial StatEMENTS..............ouiiiii e e e e ee e 8
1. General INFOIMEALION .........iiiiiiii e ettt e et e e e s e e e e et b e e e e e e anbbeeeeeeennnees 8
V72 ot o7o 18] (] o [N o] o] T OO 11
3. Purposes and rules of financial risk management..........ccccvevviviiiieee e 28
4, Information about SEgMENtS Of ACHIVILY .....uuvieiiiiiiiiiiiiiicic e 43
5. INtErest INCOME ANA EXPENSE .....c.eee e eeeeeeeett ettt ettt e e e e e e e e e s e e s e e e e e e eaaaeaeeeeasaesanannnns 45
6. Fee and commisSsion iNCOME and EXPENSE ...cciieeieiaaaiiei ittt ee e e e e e e e e e e s e eneneeeees 45
7. ()Y To L= o o I o Toto o 1= 0SS UPRPPPPPRRUPTN 46
8. Result on financial instruments at fair Value...............oooooiiiiiiiiiiiiic e 46
9. ReSUlt 0N INVESIMENE SECUNLIES. .....uuii e e e e e e e e s 47
10. Changes in fair value - Nedge ACCOUNTING.caaaaariiriiiiiiaiaeeeaeee ettt e e e e e e e e e 47
11. Other operating iNCOME ANA EXPENSES ... e ceereeteetaaaeaaaaiasaaaaaaennresraeaeeeeaaaaaaaaaasaasaaaaanns 47
I O 1Y =T 4 g 1= o [ oo ) PSPPSRI 48
13. Netimpairment losses on financial assets a&bgmovisions for guarantees and commitments .. 49
I 11 T o T 11 4= o SO 50
ST B TEToTo ] o1 1110 =To o] o 1= =1 1 o] g S 52
16. Share of profit (loss) of associates and je@mture entities valued at the equity method ....52
R 1 Tolo ] 1 1= = b GO TP PP PPPPPPUPPR PN 52
18.  EArNiNGS P SNAIE ....ciiiiiiieiie ettt et e e e e e e e e e e e e e e e e nnnebneeeeeeees 54
19. Dividends paid and propoSed fOr PAYMENT we.eeeeeeiiiiiieaie e 55
20. Cash and amounts due from Central BanK ...ccccce..oooooiiiiiiiiiiiiiiiie e 55
21.  Amounts due fromM DANKS...........iiii e e e e e e e e e aaaaaaas
22. Financial assets held for trading
23. Derivative financial INSIUMENTS ......... ot oerreiiee ettt e et e e e e e seabe e e e e e nneees
24. Other financial instruments at fair value thgbyorofit and 10SS...........cevvvvvieieee i e, 67
25.  Loans and advanCes t0 CUSIOMENS.......ueaccruiiieeeiiiiiiee e ettt e e e s st ee e e s st e e e e s s snbeeeeeeeeanes 69
26. Netinvestments in financial leases and o@se transSactions .............occvvveeeiiiiereceeeeeee s 70
27, INVESIMENE SECUIMLIES ....eeiiiiiiiitees ettt e e e s ettt e e e e s e bbbt e e e s sabaee e e e aannbbeeeeesannsbaeeeeeeannneee 71
28. Assets held for sale and liabilities associatgl assets held for sale ..................commmneeennnn. 78
29. Investments in subordinated UNertakingS. .cccaa . it 79
30, INEANQIDIE GSSELS. ... ettt ettt et e e e e e e e ettt e et e e e aaaaaaaaaaaas 82
31, Tangible fIXEA @SSELS ......ciiiiieiieet i sttt ettt e e e e e e e e e e e e e s e e s eaar et e e eeeeeaaaaaaaaaaaaeaaeaaaaanns 83
32, INVESIMENT PrOPEITY .ttt e ettt e e e e e et e ettt te bbb a e e e e e e e e e e e eeeeeeesebabaaa e e e e e aaaeaas 86
G T O 11 01T = TS1SY =] £ SRR 87
34. Assets used to pledge IabilItieS ... e eeeeeiiiiiiie et 87
35.  Amounts due to the Central BAnK.........ccuuue it 87
36.  Amounts due t0 Other DANKS ........ccoi i e e 88
37. Financial liabilities held fOr trading .... . .ccceeeiioi i eee s 88
38. Amounts due to customers
39. Debt securities in issue...............
40.  ProViSIONS .......evvevieiiiiiiiiie e e
N @ i U= g = o1 1= PP
42, EMPIOYEE DENETILS ... e e e e e e e e e e e as
43, ContiNgeNt lIADIITIES. ......eeieiiiiei ettt e e
S S (T T I o7= T o] = | AU
45. Reserves, prior and current year profit ... 96
46. Additional information for the cash flow Stat@mh.............ocveiiiiiiiii e 96
47.  Transactions With related eNtItIES ... eeeeeiiiiiiiiie e
R |V 1= o =T PPN
49. Repo and reverse repo transactions
50. Company’s Social Benefits FUNG (FF) ...voveireiveeieeieeeieeseeieeeeeeses st eemesessse e sesseseseeseeinas 102
51. Acquisition of HVB shares by UniCredito ltal@B.p.A. .......ccoocerviiiiiiiiieeeee e e 102
52. First time adoption of International FinandRporting Standards............c.ccooevvvvicccmmennee. 103

53. Events after the balance SNEET AALE ... e 112



Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended
31st December 2005
Translation from the Polish Original
Consolidated Income Statement
(in PLN thousand)

Consolidated Income Statement
as year ended as at 31 December 2005 (*)

2005 2004
Notes

Interest income 5 3871774 3765 843
Interest expense 5 (1 521 350) (1 550 999)
Net interest income 2 350 424 2214 844
Fee and commission income 6 1770 087 1719 637
Fee and commission expense 6 (183 103) (163 115)
Net fee and commission income 1586 984 1556 522
Dividend income 7 348 9
Result on financial instruments at fair value 8 64 961 55 662
Result on investment securities 9 74 153 14 076
Foreign exchange result 265 398 289 018
Other operating income 11 284 976 307 495
Other operating expenses 11 (213 941) (258 814)
Net other operating income 71035 48 681
Net impairment losses on financial assets and net provisions for
guarantees and commitments 13 (237 477) (354 069)
Overhead costs 12 (2 346 404) (2333 437)
Operating profit 1829 422 1491 306
Share of profit (loss) of associates and joint venture entities valued at
the equity method 16 44177 36 157
Profit before income tax 1873 599 1527 463
Income tax expense 17 (338 747) (213 005)
Net profit for the period 1534 852 1314 458
1. Attributable to equity holders of the Company 1537 712 1317991
2. Attributable to minority interest (2 860) (3 533)
Earnings per share (in PLN per share)

— basic for the petiod 18 9,24 7,93

— diluted for the period 18 9,23 7,93

(*)Consolidated Income Statement for 2005 and the comparative data 2004 were prepared applying the accounting
policies consistently in both the periods. The two areas of IAS 39 are exemptions from this rule: estimation of
impairment of financial assets and valuation of loans and advances at amortized cost using the effective interest
method.




Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended

31% December 2005

Translation from the Polish Original
Consolidated Balance Sheet

(in PLN thousand)

Consolidated Balance Sheet
as at 31 December 2005 yd€&r

Assets
Cash and amounts due from Central Bank
Debt securities eligible for rediscounting at the Central Bank
Amounts due from banks
Financial assets held for trading
Derivative financial instruments
Other financial instruments at fair value through profit or loss
Loans and advances to customers
Net investments in financial leases
Investment securities

1. Available for sale

2. Held to maturity
Assets held for sale
Investments in subordinated undertakings
Intangible assets
Tangible fixed assets
Investment property
Income taxes

1. Current tax assets

2. Deferred income tax assets
Other assets

Total assets

Liabilities

Amounts due to the Central Bank
Amounts due to other banks
Financial liabilities held for trading
Derivative financial instruments
Amounts due to customers

Debt securities in issue

Liabilities associated with assets held for sale
Current income tax liabilities
Provisions for deferred income tax
Provisions

Other liabilities

Total liabilities

Capital and reserves attributable to the Company’s equity holders

Share capital
Reserves
Prior and current year profits

Total capital and resetves attributable to the Company’s equity holders

Minority interest
Total equity
Total equity and liabilities

Notes

20

21
22
23
24
25
26
27

28
29
30
31
32
17

17
33

35
36
37
23
38
39
28
17
17
40
41

44
45
45

as at as at
31 Dec 2005 31 Dec 2004

3574 791 3939 275
6106 8768
6966 026 5961 477
2502 366 3195771
499 290 503 482
1781317 1336 721
28 223 730 26219 531
745 891 547 324
14 490 772 15 036 457
11 902 898 10 106 484
2587 874 4929 973
167 366 -
167 814 124 662
645 457 631925
1441 141 1541 828
61259 102 869
182 180 97 769
886 13131
181 294 84 638
516 450 729 488
61971 956 59 977 347
1950 710 2151 743
1997 043 1332557
558973 590 119
607 689 623 683
46 847 877 45 821 645
4 23 205
39 663 -
5621 256
1 1222
108 727 349 066
1432922 1060 370
53 549 230 51 953 866
166 482 166 482
6718 913 6325 958
1521 895 1512 265
8 407 290 8 004 705
15 436 18 776
8 422 726 8 023 481
61971 956 59 977 347

(*)Consolidated Balance Sheet as of 31 December 2005 and the comparative data were prepared applying the accounting policies consistently in all
petiods. The two areas of IAS 39 are exemptions from this rule: estimation of impairment of financial assets and valuation of loans and advances at

amortized cost using the effective interest method
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Annual Consolidated Financial Statements of BarkaBeés.A. Group for the year ended¥lecember 2005
Translation from the Polish Original
Consolidated Statement of Changes in Shareholdqusty
(in PLN thousand)

Consolidated Statement of Changes in Equitgs at 31 December 2005 year

Equity attributable to equity holders of the Bank

Share capital Reserves - of which - of which Prior and Total equity Minority Total equity
revaluation foreign cutrent year interest
reserves exchange profit
differences
from

translation of
foreign entities

Equity as at 1 January 2004 166 122 6206 201 (137 850) 5091 914 221 7 286 544 21378 7 307 922
Shate issues 360 23137 - - - 23 497 - 23 497
Dividend payments - - - - (747 548) (747 548) - (747 548)
Profit distribution - 281 859 - - (281 859) - - -
Current year net profit - - - - 1317991 1317991 (3533) 1314 458
Merger of leasing companies - (309 460) - - 309 460 - - -
Revaluation of available-for-sale investments net of deferred tax - 126 839 126 839 - - 126 839 - 126 839
Revaluation of management options - 4800 - - - 4800 - 4800
Foreign exchange differences from translation of foreign - (6 465) - (6 465) - (6 465) - (6 465)
entities

Other - (953) - - - (953) 931 (22
Equity as at 31 December 2004 166 482 6 325 958 (11 011) 1374) 1512 265 8 004 705 18 776 8023 481
Adjustments related to IAS 39 adoption - - - - (192 460) (192 460) - (192 460)
Equity as at 1 January 2005 166 482 6 325 958 (11 011) (1374) 1319 805 7 812 245 18 776 7 831021
Dividend payments - - - - (1 065 483) (1 065 483) - (1 065 483)
Profit distribution - 271 900 - - (271 900) - - -
Current year net profit - - - - 1537712 1537712 (2 860) 1534 852
Revaluation of available-for-sale investments net of deferred tax - 107 867 107 867 - - 107 867 - 107 867
Revaluation of management options - 11 893 - - - 11 893 - 11 893
Foreign exchange differences from translation of foreign - (7306) (7306) - (7306) - (736)
entities

Other - 2031 - - 1761 3792 (480) 3312
Equity as at 31 December 2005 166 482 6718 913 96 856 (2 110) 1521 895 8407 290 15 436 8 422 726
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31% December 2005 Translation from the Polish Origina

Consolidated Statement of Cash Flow

(in PLN thousand)

Consolidated Statement of Cash Flow
as at 31 December 2005 yd€&r

CONSOLIDATED STATEMENT OF CASH FLOW

Cash flow from operating activities - indirect method
Net profit (loss)
Adjustments:
Deprecition
Share of profit of associates
Foreign exchange differences
(Profit) loss on investing activities
Impariment
Interest and dividend
Change in loans and advances to banks
Change in financial assets as held for trading and other financial
instruments at fair value through profit or loss
Change in derivative financial instruments
Change in loans and advances to customers
Change in net investment in the finance lease
Change in investment securities available for sale
Change in tax assets
Change in other assets
Change in amounts due to banks
Change in liabilities as held for trading
Change in derivative financial instruments and other financial
liabilitiy at fair value through profit or loss
Change in amounts due to customers
Change in provisions
Change in other liabilities
Income tax paid
Carrent tax
Net cash from operating activities

Cash flows from investing activities
Investing activity inflows
Sale of shares in subsidiaties and associates
Sale of investment securities
Proceeds from sale of intangible assets and tangible fixed assets
Other investing inflows
Investing activity outflows
Purchase of subsidiaries and associates
Purchase of investment securities
Purchase of intangible assets and tangible fixed assets
Other investing outflows
Net cash used in investing activities

2005

1537 712
(1553 001)
322 891
(44 177)
(125 405)
(81 769)
972)

(867 149)
(249 270)

248 809

4192
(2 472 020)
(198 567)
(2 608)

(78 266)
107 713
463 453
(31 146)

(15 994)

1026 232
8114
415 287
(408 634)
426 285
(15 289)

51059 881
3400

50 464 495
11723

580 263

(49 565 113)
(25 002)

(49 278 226)
(261 885)

1494 768

2004

1317 991
(4 213 877)
322761
(36 157)
570 960
(34 233)

27 287
951 797)
293 255

(1763 530)

(245 658)
(1 200 904)
33 754

(77 007)
398 070
(685 020)
590 119

184 451

(1 470 024)
(43 919)
(176 140)
(224 374)
274 229

(2 895 886)

23 885 365
61 540
23208 507
615 318

(20 546 601)
(126)

(20 291 524)
(253 003)

(1 948)
3338764




Annual Consolidated Financial Statements of BarkaBe&s.A. Group for the year ended

31% December 2005 Translation from the Polish Origina

Consolidated Statement of Cash Flow

(in PLN thousand)

Cash flows from financing activities
Financing activity inflows
Issue of debt securities
Issue of normal shares
Financing activity outflows
Redemption of debt securities
Dividends and other payments to shareholders
Other financing outflows
Net cash from financing activities

Total net cash flow

Net change in cash and cash equivalents

Cash and casch equivalents at the beginning of the period
Cash and casch equivalents at the end of the period

4
4

(1088 688)
(22 479)

(1 065 483)
(726)
(1088 684)

390 795
390 795
7 276 426
7 667 221

165 776
142279
23497
(1380 130)
(630 312)
(747 548)
(2 270)
(1214 354)

(771 476)
(771 476)
8 047 902
7276 426




Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended
31" December 2005 Translation from the Polish O#jin
Notes to the Consolidated Financial Statements
(in PLN thousand)

Notes to the consolidated financial statements

1. General Information

Consolidated financial statements have been prégaraccordance with International Financial
Reporting Standards as adopted by the Europeamlaial with respect to matters that are not
regulated by the above standards, in accordantetigtrequirements of the Accounting Act dated
29 September 1994 (Official Journal from 2002, R, item 694 with amendments) and respective
bylaws and regulations, as well as the requirenfentissuers of securities admitted or sought to be
admitted to trading on an official stock-exchanigérig market.

The consolidated financial statements of the Ch@itaup of Bank Pekao S.A.(“Group”) cover the
12 month period from 1 January 2005 to 31 Decer@b@6 and include the comparatives for the
period from 1 January 2004 to 31 December 2004theralance sheet and statement of changes
in equity the previous year's results was alsoqmtx.

Bank Pekao S.A. (“Parent entity”, “Parent compathg Bank”) head quartered in Warsaw, 00-
950 Grzybowska Street 53/57 was entered into CowialeRegister on 29 October 1929 on the
basis of the Regional Court in Warsaw and since tfas been continuously operating.

The Parent entity is entered into the entreprendlational Court Register managed by th& 19
Commercial Department of the Regional Court in \earsunder the reference number KRS
0000014843.

The Parent entity statistic number is REGON 00Q0%50
The live time of the Parent entity and other greuafities are unlimited.

Bank Pekao S.A. is a part of the Bank UniCreditdidno S.p.A capital group with its seat in
Genoa, ltaly.

Shares of the Bank are quoted on the Warsaw Stodhafige.

Bank Pekao S.A. is a universal commercial bankrioifiea wide range of banking services to both
individual and corporate clients. Its operatiors @@nominated in both PLN and foreign currencies,
actively participates in both domestic and forefgrancial markets. Moreover the Group by the
subsidiaries run financial service, leasing, faogpand other investment activity.

Group constituts
The Group consists of The Bank Pekao SA and thewoig subsidiaries:

Name of company Location Core activity % of Shardhob share
capital
31.12.2005 31.12.2004

Bank Pekao (Ukraina) Ltd. tuck, Ukraina banking 0()0] 100,00
g?:tralny Dom Maklerski Pekao ~ Warszawa brokerage 100,00 100,00
(F)’%kao Fundusz Kapitatowy Sp. z  Warszawa financial 100,00 100,00
Pekao Leasing Sp. z 0.0. Warszawa leasing 100,00 100,00
Pekao Faktoring Sp. z 0.0. Lublin financial 100,00 100,00
Pekao Pioneer Powszechne Warszawa financial 65.00 65,00
Towarzystwo Emerytalne S.A.
Drukbank Sp. z 0.0. Zama¢ not operating 100,00 100,00
Centrum Kart S.A. Warszawa financial support 100,00 100,00
Pekao Financial Services Sp. z 0.0. Warszawa ndiahservices 100,00 100,00
Pekao Development Sp. z 0.0. Warszawa real esttagament 100,00 100,00
Pekao Access Sp. z 0.0. Warszawa economic ad\ssovices 55,26 55,26



Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended
31" December 2005 Translation from the Polish O#jin
Notes to the Consolidated Financial Statements
(in PLN thousand)

consulting, hotel and transport

BDK Consulting Sp. z 0.0. tuck, Ukraina ! 99,99 99,99
services
Fabryka Maszyn Sp. z o.0. Janow Lubelski Machinery and equipment 86,68 86,68
manufacturing
Pekao Immobililier s.a.r.l. Pary, Francja real estate 100,00 100,00
Nowe Ogrody Sp. z 0.0. Gk real estate management and sale 98,00 98,00

The Group of the Bank Pekao SA owns the followifitj@ed entities and joint-ventures:

%of  votes on the
Shareholder’s equity*
31.12.2005 31.12.2004

Name of company Location Core activity

Associates
Central Poland Fund LLC Wilmington, Financial brokerage 53,19 53,19
Dalawere, USA

Xelion. Doradcy Finansowi Sp. z Supporting, financial and

Warszawa . 50,00 50,00
0.0. insurance
Pioneer Pekao Investment Warszawa Financial brokerage 49,00 49,00
Management S.A.
Krajowa lzba Rozliczeniowa S.A. Warszawa Clearingdeo 22,96 22,96
Hotel Jan Il Sobieski Sp. z o.0. Warszawa Hotels 37,50 37,50
Fabryka Spratu Okretowego . . . .
"Meblomor” S.A. Czarnkoéw Ship equipment manufacturing 23,81 23,81
Tortola, British . .
CPF Management o Financial brokerage 40,00 40,00
Virgin Islands
Pracownicze Towarzystwo
Emerytalne ,NowySwiat” S.A. Warszawa PTE management 39,56 39,56
Joint — Ventures
Anica System S.A. Lublin IT 33,84 /13,49 33,843/419

* presented in case when votes on shareholderneapgtunequal with votes on share capital

As of 3T December 2005

The Group controls over 50% of votes/potential mptiights in the Central Poland Fund LLC. In
Group’s opinion, it does not control the entity doethe provisions in this company’s articles of
association.

The Group controls over 50% of votes in Xelion Qima Finansowi Sp. z 0.0. entity. Due to the
provisions in this company’s articles of associafibis entity constitutes Group’s investment — an
associate entity.

As of 31 December 2004 year Group was in posses$igd. 60% of shares at Grupa Inwestycyjna
Nywig S.A. Shares were sold in December 2005 year.
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Notes to the Consolidated Financial Statements

(in PLN thousand)

Members of the Management Board of Bank Pekao S.A.

31.12.2005

31.12.2004

Jan Krzysztof Bielecki

President, CEO

Luigi Lovaglio

Deputy President , COO

Sabina Olton

Deputy President

Chief Accountant

Przemystaw Figarski

Member of the Management Board
Irene Grzybowski

Member of the Management Board
Paolo Tannone

Member of the Management Board
Christopher Kosmider

Member of the Management Board
Marian Wazynski

Member of the Management Board

Jan Krzysztof Bielecki

President, CEO

Luigi Lovaglio

Deputy President, COO

Sabina Olton

Deputy President

Chief Accountant

Przemystaw Figarski

Member of the Management Board
Irene Grzybowski

Member of the Management Board
Paolo Tannone

Member of the Management Board
Christopher Kosmider

Member of the Management Board
Marian Wazynski

Member of the Management Board

During the period covered by the financial statetsi¢here were no changes in the Management

Board of the Bank

Members of the Supervisory Board of Bank Pekao S.A.

31.12.2005

31.12.2004

Y % N U

Jerzy Woznicki

Chairman
Paolo Fiorentino

Deputy Chairman, Secretary
Andrea Moneta

Deputy Chairman

Pawel Dangel

Fausto Galmarini

Oliver Greene

Enrico Pavoni

Leszek Pawtowicz

Jerzy Starak

© N s Uk

9.

Alessandro Profumo

Chairman
Paolo Fiorentino

Deputy Chairman, Secretary
Jerzy Woznicki

Deputy Chairman

Pawel Dangel

Fausto Galmarini

Oliver Greene

Enrico Pavoni

Leszek Pawtowicz

Jerzy Starak

During the period from 01.01 2005 till the day ofibfication there were changes in the

Management Board of the Bank:

on 19.01.2004 Alessandro Profumo submitted hignesion as Chairman of the Supervisory

Board effective,

10
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31" December 2005 Translation from the Polish O#jin
Notes to the Consolidated Financial Statements
(in PLN thousand)

» as of 20.01.2005 r. Jerzy \&fucki vice Chairman of the Supervisory Board wapapted to
the post of Chairman of the Supervisory Board afilBa

e as of 20.01.2005 r. Andrea Moneta was appointed &ember and Vice Chairman of the
Supervisory Board..

Continuity of activities (going concern)

The financial statements for the year 2005 wer@anerl on the basis of the assumption that the
Group will continue its business operations, icape that will not be substantially limited, duriag
period not shorter than one year from the balaheetsdate. As at the date of signing the financial
statements, the Management Board of the Bank isamaire of any facts or circumstances that
would indicate a threat to the Bank’s continuedvigtin at least the twelve months following the
balance sheet date due to an intended or compulstirgrawal from or limitation in its activities.

Approval of the financial report
This financial report was approved by the BoarthefBank for publishing in 21 march 2006 year.

2. Accounting Policies
2.1. Statement of Compliance

Consolidated financial statements have been prdparaccordance with International Financial
Reporting Standards as adopted by the EuropeannPaind in respect to matters that are not
regulated by the above standards, in accordantetimgtrequirements of the Accounting Act dated
29 September 1994 (Official Journal from 2002, R, item 694 with amendments) and respective
bylaws and regulations, as well as the requiremenissuers of securities admitted or sought to be
admitted to trading on an official stock-exchangérlg market.

2.2.Basis of preparation of consolidated financial stament

31.12.2005 is the close of the first full accougtperiod in which the Capital Group of the Bank is
obliged to present its annual financial report @ampliance with International Financial Reporting
Standards as adopted by the European Union.

The date of adoption of IFRS is the date of theniqpgy balance sheet of the earliest of the periods
presented, i.e. January, 2004. Previously published financial statemenfithe Bank and Group,
along with statements for 2004, were prepared aor@ance with the Polish Accounting Standards
(PAS). Reconciliations of equity as at 1st Jan2094, 31 December 2004 and'Danuary 2005

as well as net profit ended 3December 2004 prepared in accordance with PASIERS, are
presented in Note 52.

The Group applied the same accounting policies@paring the opening balance sheet according
to IFRS for January®] 2004, and throughout all presented periods. Aeting policies applied
are compliant with provisions of each IFRS in foaseof December 812005, i.e. on the reporting
date, apart from the exemptions allowed by IFRS.

e Combining business units (IFRS 1.15, Appendix B).

The Group has taken advantage of the exemptiotedeta combining of business units. Therefore,
the Group did not apply IFRS 3 in relation to bes units combinations implemented before the
date of moving to IFRS, i.e. by Januafy 2004

» Fair value or re-valuation as deemed cost (IFR8-19).

Taking advantage of the exemption allowed by IFRE@& Group has measured selected items of
tangible fixed assets at the fair value as of thte @f adopting the IFRS, and used that fair vakie
deemed cost at that date.

11
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31" December 2005 Translation from the Polish O#jin
Notes to the Consolidated Financial Statements
(in PLN thousand)

» Cumulated differences due to foreign currency dation (IFRS 1.21-22).

Taking advantage of the exemption allowed by IFRSh& Group assumed that accumulated
differences due to foreign currency translationuoits operating abroad have zero value for the day
of adopting IFRS.

» Designation of previously recognized financial instents (IFRS 1.25A).

The Group performed the designation of financiatrumments as assets or financial liabilities
reported at fair value through profit and loss aetar as available for sale for the date of adwpti
of IFRS, i.e. in the case of IAS 39 — for Januargdo5.

» Share-based payment transactions (IFRS 1.25B).

The Group applied the standard of IFRS 2 with exfee to the equity instruments that were granted
after 7 November, 2002, if such equity instrumewmtse not vested before 1 January, 2005.

Additionally, the Group used the exemption from tlemuirement of restating comparatives
regarding IAS 32, IAS 39. For these standardsdtite of migration to IFRS is January, 2005.
Comparatives pertaining to those standards areaprdpusing previously applied accounting
policies.

The Group financial statements include all Inteoval Accounting Standards, International
Financial Reporting Standards and related Intéapoms, except for the Standards and
Interpretations described below, having influence Bank’s financial statements which will be
subject to the approval of the European Union, el as Standards and Interpretations which have
been approved by the European Union, but are rforoe.

The Group has not elected to early adopt any neandards and Interpretations, which have been
published and approved by the European Union, dridhawill be effective after the balance sheet
date. Moreover, as of the balance sheet date tbapGnas not completed the assessment of the
possible impact of the Standards and Interpretstishich will be effective after the balance sheet

date, on the Group consolidated financial statesnfemtthe period of initial application.

Awaiting EU endorsement

Amendment to IAS 1 Capital Disclosures

Amendments to IAS 39 and IFRS 4: Financial Guarantee Contracts
IFRS 7 Financial Instruments: Disclosures

IFRIC 6 Liabilities arising from Participating in a Specific Market-
Waste Electrical and Electronic Equipment

Endorsed but not yet effective

Amendments to IAS 19 Ewmployee Benefits — Actuarial Gains and Losses,

Group Plans and Disclosures (including consequential amendments to
IAS 1, IAS 24 and IFRS 1)

Financial Instruments: Recognition and Measurement — Cash Flow Hedge
Accounting of Forecast Intragroup Transactions

Amendments to IAS 39

Financial Instruments: Recognition and Measurement

— The Fair Value Option (including consequential

amendments to IAS 32 and IFRS 1

IFRIC 4 Determining whether an Arrangement Contains a Lease
(including consequential amendments to IFRS 1)

IFRIC 5 Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds (including
consequential amendments to IAS 39)
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Notes to the Consolidated Financial Statements
(in PLN thousand)

The consolidated financial statements are prepgredcordance with the historical cost method,
except for derivative financial instruments, fineth@ssets available for sale, and financial asstets
fair value through profit or loss, which are measlat fair value.

The consolidated financial statements are presemteBolish Zloty, and all amounts, unless
indicated otherwise, are stated in thousands (PioNdand).

2.3.Consaolidation policies

The consolidated financial statements include thantial statements of Bank Pekao S.A. and
financial statements of its subsidiaries, prepdoeddecember 3%, 2005. Financial statements of
subsidiaries are prepared for the same reportiteyatathe statements of the parent company.

All balances and transactions between entitiehiegnGroup, including unrealized profits resulting
from transactions within the Group, have been fulyminated. Unrealized losses are also
eliminated, unless they provide proof of permarnemairment, which should be taken into account
in the consolidated financial statements

Subsidiaries are consolidated in the period fromdhte of the Group’s taking control, until that
control ceases .

Subsidiaries investment

Subsidiaries are entities in which the Bank diseathd indirectly has a such control. The control is
ability to manage financial and operating policiesorder to gain economic profits. Control
basically is involved with larger number of votes governing bodies. The subsidiaries are
consolidated in period from the date of the Grougksng control, until the date that control ceases

For the date of taking control subsidiaries, asartsliabilities are measured in fair value. Susplu
deemed cost over fair value purchased net assatditate as goodwill. If deemed cost is lower
than fair value net assets of subsidiaries thewdifft recognized in profit and loss account.

Associates

Associated entities are entities in which the Grbagp significant influence and are not subsidiaries
or joint venture entities. The Group usually defess significant influence by possession of 20 to
50 % of the total number of votes in governing lesdi

Financial statements of an associate entity ardalses for the valuation of shares held by the grou
using the equity method. Balance sheet dateseoslsociates and of the Group are identical, and
both entities apply coherent accounting policies.

An investment in an associate entity is presentethe balance sheet at cost plus subsequent
changes in the Group’s share in the net assetsedéntity, minus any impairment write-offs. The
profit and loss account reflects the share in #saults of activities of the associate entity. He t
case of a change recognized directly in the edfithe associate entity, the Group recognizes its
share in each change and discloses it, if appttepra the statement of changes in equity. Any
distributions by an associate are deducted froncaéineg/ing value of the investment in associate.

When the share of the Group in the losses of theceéste becomes equal or larger than the share of
the Group in such associate entity, the Group dismoes recognition of further losses, unless it
incurred an obligation or made a payment on baifalie associate.

Unrealized profits and losses on transactions mtwiie Group and its associate entities are
eliminated in proportion with the Group’s sharesgsociates.
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Participation in joint ventures

The Group’s participation in joint ventures is rgoized using the equity method, in accordance
with the principles described for investments iscagate entities.

2.4 Accounting estimates and judgement applying accotimg polices

Preparing financial statements in accordance WtRS requires the Management Board of the
Bank to make certain estimates and to adopt cedasumptions, which affect the amounts
presented in the financial statements and in egpday notes.

The estimates which were made as of the date afatiog to IFRS, i.e. for January',12004, and

for each balance sheet date, reflect the conditidrish existed at those dates (e.g. market prices,
interest rates, foreign exchange rates). While dbgmates are based on the best knowledge
regarding current conditions and activities whibl Group will undertake, the actual results may

differ from such estimates.

Principal assumptions/subjective judgments adojrechaking estimates by the Group pertain,
primarily, to:

« Impairment of financial assets

The assumptions presented herein, regarding measateof impairment of credit and loans are
described in this note, in the part titled “Impaémmb of financial assets”.

* Impairment of other non-current assets

For each balance sheet date, the Group reviewasdsts for indications of impairment. Where
such indications exist, the Group makes a formi@nesion of the recoverable value. In the event
of the carrying value of a given asset being inesgcof its recoverable value, its impairment is
stated, and a write-off is made to adjust its vatune level of recoverable value.

Recoverable value is the lower of the following twalues: fair value of the given asset or cash
generating unit less costs of disposal, or theevalwse, determined for each asset separately.

If there are indications of impairment of commowogerty, i.e. assets which do not generate cash
independently from other assets or groups of gsaet$ the recoverable value of the individual
asset included among common property cannot berndieied, the Group determines the
recoverable value at the level of the cash gemgyainit, to which the given asset belongs.

Estimation of value-in-use of a non-current asseetcash generating unit) requires assumptions to
be adopted, regarding, among others, future cagisflwhich the Group may obtain from the given
non-current asset (or cash generating unit), aapgds of amounts or times of occurrence of these
cash flows, and other factors such as lack of didqgi Adoption of different measurement
assumption could affect the carrying value of sofréhe investments.

* Measurement of derivatives and debentures avaifabkale that do not have a quoted market
price

The fair value of non-optional derivatives and debees available for sale that do not have a
guoted market price on an active market are medsisiag valuation models based on discounted
cash flows. Options are valued using option vadmamodels. Variables used for the valuation
include, where possible, data from observable nsrke However, the Group also adopts

assumptions which affect the valuation of instruteen Adoption of a different measurement

assumption could affect the carrying value of ficiahinstruments.

¢ Measurements of management options

The assumptions adopted, regarding measuremerdridgement options, are described in position
of “employment benefits”.

e Calculation of retirement and sick pension sevexgayments provision
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The severance payments provision is determined ronndividual basis, separately for each
employee. The reserve is valuated on the badreafurrent value of future, long-term liabilitiek
the Bank for retirement and sick pension severpaygenents.

The basis for the calculation of a provision foreamployee is the expected amount of retirement or
pension severance pay which the Bank undertakpayainder the Group Bargaining Agreement
(GBA). The expected severance pay amount is cadmlikss the product of the following factors:

* expected amount of the basis of calculation of e pay, in accordance with provisions of
the GBA,

e expected increase of the calculation basis urdirgtirement age,

e percentage factor depending on the amount of ye#asiployment, in accordance with the
GBA.

The amount calculated as above is discounted asirggrtuarial technique. The discounted amount
is reduced by amounts of annual reserve write-aétsiarially discounted for the same date, which
the Bank effects in order to increase the empl®ypsivision.

Amounts of annual write-offs are calculated usimg projected unit credit method.

Actuarial discount is the product of the financdiscount and of the probability of the given
person’s reaching retirement age as an employdedank.

The probability mentioned above has been determiiséty the competing risks method, with the
following risks taken into account:

e possibility of abandoning employment,
« risk of complete disability for work,
* risk of death.

2.5.Valuation of the foreign currency items

* The functional currency and the presentation’senay

The items contained in presentations of particutais of the Group, including the Bank’s branch in
Paris, are priced in the functional currency, inethe currency of the basic economic environment
in which a given entity operates.

The consolidated financial report is presentedahisR Zloty. The Zloty is the functional currency
and the presentation currency of the parent busieetity.

As the closing exchange rate, the Group adoptedvtbeage NBP exchange rate as of the balance
sheet date.

* Transactions and balances

Transactions expressed in foreign currency areskatad into the functional currency by applying
the exchange rate at the date of the transactixchahge rate profits and losses due to settlements
of these transactions and to the balance sheeati@uof assets and monetary commitments
expressed in foreign currency are accounted ftra@rprofit and loss account.

Exchange rate differences due to non-monetary jtemsh as equity instruments classified to
financial assets designated for fair value valuatioough the profit and loss account, are accalnte
for together with changes in the fair value of pinefit and loss account.

Exchange rate differences due to non-monetary jtemsh as equity instruments classified to
financial assets available for sale, are includetthé revaluation reserve update.

¢ Companies of the Group
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At consolidation, assets and liabilities of foreignsiness entities are translated into the Polish
currency, i.e. to the presentation currency, astiperclosing exchange rate for the balance sheet
date. Revenues and costs in the profit and lossuatare recalculated as per average exchange
rates calculated on the basis of the exchange faies particular days of the reporting period,
except for the situations when exchange ratesusitetsignificantly and the average exchange rate
is not an acceptable approximation of the exchamge from the transaction date. In such a
situation, income and costs are translated on #wsbof the exchange rate from the date of
transaction.

The data recognized in financial statements of:Bhak’s Paris branch, and of the Bank Pekao
(Ukraine) subsidiary are converted into PLN frora thnctional currencies of these entities, using
the following exchange rates:

for conversion of balance sheet items, averageamgehrates announced by the National
Bank of Poland which were:

31.12.2005 31.12.2004
PLN for 1 UAH 0,6464 0,5642
PLN for 1 EUR 3,8598 4,0790

for conversion of profit and loss account itemgthanetic means were used of average
exchange rates on the last day of each ended fmnt? months of 2005 and 2004, which

were:
2005 2004
PLN for 1 UAH 0,6384 0,6835
PLN for 1 EUR 4,0238 4,5182

The foreign exchange differences from the valuatiérforeign entities are accounted for as a
separate component of equity.

During the sale of a business entity conductingatmns abroad, such exchange rate differences
are recognized in the profit and loss account asgbgrofit or loss on sales.

The goodwill arising on acquisition of the entityevating abroad, as well as any adjustments of the
balance sheet value of assets and liabilities to alue, arising on acquisition of the entity
operating abroad, are treated as assets andtlebiif an overseas entity, i.e. they are expressed
the functional currency of the overseas entity arashslated at the closing exchange rate, as
described above.

2.6.Valuation of the net income

Interest income and expense

The Group recognizes interest income and experatedeto financial instruments measured at
amortized cost using the effective interest ratéhoek Also, interest income on financial assets
available for sale is recognized using the effecinterest method.

The effective interest rate is the rate which dyagiscounts the estimated future cash inflows and
payments made in the expected period until expfryhe financial instrument, and in a shorter
period where justified, to the net carrying valdiehe financial asset or liability. The calculatiof

the effective interest rate includes all commissipaid and received by parties to the agreement,
points which are an integral part of the effectiméerest rate, transaction costs, and all other
premiums and discounts.

The interest income contains interest itself, a6 aecommissions received or due for creditsrinte
bank deposits, and securities held-to-maturity available for sale, recorded in calculation of the
effective interest rate.
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Upon finding an impairment of a financial asset suead at amortized cost and financial assets
available for sale, interest income is still redagd in the profit and loss account, but is calada
from the newly determined fair value of the finalenstrument (from the new, lower value of the
instrument, (i.e. value decreased by the revalnatiate-off). For the calculation of interest ime

on the newly determined fair value, that interese is used, according to which future cash flows
were discounted for the purpose of impairment mesgsent.

Costs of the reporting period applicable to paysdee to interest on customer accounts and to
commitments for issuing the Group’s securities areounted for in the profit and loss account
using the effective interest rate

Fee and commissions income

Commission income and costs received from bankpegations on client accounts, from operations
on payment cards, as well as from brokerage, fimgfaand selling operations are recognized as
revenue at the time the service is rendered, dtesrand commissions are deferred and recognized
as revenue over time.

The Group recognizes two basic types of commisgielased to credit operations:
- preparing fees and commissions;
- commitment fees.

Commitment fees are recognized on the accrual basasighout the life of the facility they relate
to.

In case of loans and advances without a definedyrapnt schedule and without an interest rate
changes schedule (e.g. overdraft facilities anditmard products commissions) are recorded over
time throughout the life of the facility, using thaight line method.

Foreign exchange result

Foreign exchange result is calculated taking irtcoant foreign exchange gains and losses, both
realised and unrealised, arising from daily vahmatf assets and liabilities denominated in foreign
currencies and recorded under foreign exchangeniacand cost. The exchange rate used for
valuation of a given foreign currency used for alon is the average exchange rate set by the
President of NBP on the balance sheet day.

The foreign exchange result also includes the exgnalifferences resulting from valuation of net

investments in foreign entities on the date of diléhe given investment. Until the date of sale,

foreign exchange differences arising from valuabbmet assets in a foreign entity are recognised
as a separate component of equity.

Other operating income and expenses

Other operating income include mainly gains redlip@ sale/liquidation of items of fixed assets
and assets repossessed for debt, amounts of wiitidledebts recovered, amounts of received
damages, penalties, fines, income on rental of estdte, write backs of provisions for court
litigations and repossessed assets. Other opgretists comprise primarily: the costs of sold or
liquidated tangible fixed assets and assets sdmedebts; debt collection costs; provisions for
receivables under dispute and assets seized ftg det) donations.

2.7. Valuation of the assets and financial liabilitiesgerivatives contracts

Financial assets
Financial assets are classified in the followingegaries:

« financial assets valued at fair value through ttuditpand loss
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This category comprises two sub-categories: firmressets held for trading and financial assets
designated at initial recognition for fair valuduation through the profit and loss.

Financial assets held for trading include in pattic debt and equity securities, loans, and
receivables purchased or classified here with thredd selling in the short term. The Group also
classifies derivative instruments here.

e held-to-maturity.

These are financial assets of identified or idéetile payment terms and due dates, that were
purchased with the aim of holding them until theire date and the Group intends and has the
ability to hold them until that date.

The financial assets of that category are valueahairtized cost using the effective interest rate.
Recognition of amortized cost, taking into accainet effective interest rate, is recorded in interes
income.

* |oans and receivables

Loans and receivables are financial assets notedquoh the active market, characterized by

payments that are constant or identifiable, othantderivative instruments. This category contains
both the debt securities bought from the issuerwiaich there is no active market, credits, loans

and other receivables received and granted. Loathgexeivables are measured at amortized cost,
using effective interest rate and considering immpant.

+ available for sale

These are the financial assets with a non-defirddirig period. The portfolio is composed of debt
and equity securities, as well as loans and rebkganot accounted for in other categories. Interes
on assets available for sale is calculated usiageffective interest rate method and accounted for
in the profit and loss account.

Financial assets available for sale are measurtir atalue, and profits and losses resulting from
change of fair value in relation to amortized cast charged to the revaluation reserve. The
revaluation reserve item is carried to the profid doss account upon sale of asset or its
impairment. In the event of impairment of the asgeeviously recognized surpluses from fair
value measurement decrease the "Revaluation résérvwie amount of previously recognized
increases is insufficient to cover permanent impait, the difference is charged to the profit and
loss account, under the heading “Reserve writearftsrevaluation”.

Dividends due to equity instruments are accountedhnfthe profit and loss account at the moment
of establishing the entity’s right to receive paytse

Standardized purchase and sale transactions aicimlaassets valued at fair value through the
profit and loss statement, held for trading (witie txclusion of derivative instruments), held to
maturity and available for sale are recognizedearuded from the books by the Group on the day
of the transaction settlement, i.e. the day ofréoeipt or delivery of the asset.

Changes in the fair value of the asset to be redddetween the date of the transaction and the date
of the settlement are recognized in the same vwsafgrahe possessed asset.

Loans are recognized at the time of disbursemethtetalebtor.

Derivative instruments are recognized or excludethfthe books at the date of the transaction.

Impairment of financial assets

For each balance sheet date, the Group assesshewthere is objective evidence of impairment
of a given financial asset or of a group of suaets Impairment of a financial asset or of a grou
of financial assets was incurred only if thereligeotive evidence for the impairment due to events
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that followed the initial recording of the speciéisset (“the loss event”), and when the eventsiaffe
the expected cash flows regarding these assetsharidws may be estimated in a reliable way.

The objective evidence for impairment of finan@iakets includes — as per the Group’s principles —
information on the following loss events:

e substantial financial problems of the issuer ortdeb

- failure to keep to the contract terms, e.g. failingepay or delay in repayment interest or
part of capital;

» the Group’s granting concessions or privileges e tlebtor, for economic and legal
reasons following financial problems of the debwalnjch in other circumstances would not
be taken into account;

< high probability of bankruptcy or of another finéalaeorganization of the debtor;

« disappearance of the active market for the pasdictihancial assets due to financial
difficulties.

* observable data indicating a measurable decredabe iestimated future cash flows from a
group of financial assets since the initial rectigniof those assets, although the decrease
cannot yet be identified with the individual findgcassets in the group, including:

- adverse changes in the payment status of borsowehe group or

- national or local economic conditions that catelwith defaults on the assets in the
group.

The Group classifies credit receivables by sizeewmfiagement, into the individual and group
portfolios.

In the individual portfolio, each particular cre@ikposure is subjected to an impairment test. If
there is objective evidence of impairment, theyéag amount of the receivable is reduced. If for a
given exposure no objective evidence of impairneists, the exposure is included in the credit
portfolio subject to group assessment.

In a group portfolio, groups of similar credit riskaracteristics are identified, which are then
assessed collectively for the impairment.

If there is any objective evidence of impairment fofancial assets classified as loans and
receivables, or as investments held-to-maturitgntthe amount of the impairment is the difference
between the carrying amount of an asset and theerduvalue of estimated future cash flows
(excluding future credit losses that were not inedy, discounted using an original effective
interest rate established with the initial recagnitof a given financial asset. The carrying amount
of the asset is then reduced through use of tlmvafice account, and the amount of loss is
recognized in the profit and loss account.

Calculation of the present value of estimated démslis related to the impaired collateralized
financial asset also takes into consideration thehdlows resulting from the liquidation of the
collateral reduced by the costs of repossessiomepdsal.

Expected future cash flows related to the groufinaincial assets for impairment on a group basis
are estimated on the basis of the historical casloveries recorded for assets of similar risk
characteristics.

Historical parameters of recoveries are adjustedhenbasis of the data coming from current
observations, so as to take into considerationnfh@ence of current conditions and to exclude the
influencing factors in the historical period, tlaaé not presently valid.

If in the next period the amount of impairment asvér due to an event taking place after the
impairment (e.g. an improvement in the debtor'slitreating), then the reduction of impairment is
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reversed through an appropriate adjustment of ayuatron the allowance account. The amount of
the reversal is recognized in the profit and lasant.

Sale and re-purchase agreements

Repo and reverse-repo transactions, as well abweglback and buy-sell back transactions, are
security sale or purchase operations with promfseepurchase or resale at an agreed date and
price.

Sales transactions with the repurchase promisdeagtgrepo and sell-buy back) are recorded, at the
transaction date, in payables to other banks payables to customers due to deposits, depending
on the transaction’s contractor. The purchasedrgiesuwith the resale promise granted (reverse-

repo and buy-sell back) are recorded as receivdigas banks or as credits and loans granted to
customers, depending on the transaction’s contracto

The difference between the selling and buying prigetreated as interest expense/income,
respectively, and accounted for over the duratidhe contract, using the effective interest rate.

Borrowed securities by Bank are not included iraficial statements and lent securities to other
entities are included in financial statements.

Derivative instruments

The Group conducts operations in derivative finahanstruments: currency transactions (spot,
forward, currency swap, and currency options), arge rate transactions (FRA, IRS), derivative
transactions based on securities prices, exchatge and stocks indices. Companies of the Group
do not apply hedge accounting, therefore, all theva mentioned instruments are classified to the
trading portfolio. Derivative financial instrumengse initially recorded at fair value as of the
transaction date, and subsequently valued to thedhue. The fair value is established on the basi
of quotations of the instruments in active marketsluding prices of recent transactions, as well a
on the basis of valuation techniques, including itinedels based on discounted cash flows and
options valuation models, depending on which of ¥h&uation models is appropriate. Positive
valuation of derivative financial instruments isegented in the balance sheet in the item of
“Derivative financial instruments” on assets sidad on the liabilities side, if the fair value is
negative. Changes in the financial instrumentsatan to fair value are reflected in the profit and
loss account.

In case of purchasing a financial instrument whels embedded derivative component, the whole
or part of cash flows related to such a finanaatiument changes in the way similar to what would
be the case with the embedded derivative instruneentits own. The embedded derivative
instrument is reported separately from the basiotrect. This happens when the following
conditions are met jointly:

< the financial instrument is not included in asdetgrading or in assets designated for fair value
valuation through the profit and loss account, veh@valuation results are reflected in financial
income or cost of the reporting period,

* the nature of the embeddetstrument and the related risks are not closely to the nature of
the basic contract and to the risks resulting ftbere,

e a separate instrument, whose characteristics gamesto the features of the embedded
derivative instrument, would meet the definitiortloé derivative instrument,

e itis possible to reliably establish the fair vahfdhe embedded derivative instrument.

In case of contracts that are not financial insgnota with a component of an instrument meeting
the above conditions, the built-in derivative instent is classified in accordance with assets or
liabilities of derivatives financial instrumentstivirespect to profit and loss account in harmony of
derivative financial instruments valuation.
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Financial Liabilities
The Groups’s financial liabilities are classifiedthe followings category:
« financial liabilities at fair value through proéind loss carried at fair value

« financial liabilities not at fair value through fitcand loss are carried at amortised cost using
the effective interest rate.

Financial liabilities not at fair value throughtofit and loss consist of amounts due to banks and
customersloans from other banks own debts securities issued.

Derecognition of financial instruments

A financial instrument is derecognized when the &yweements of cash flows expires or the Bank
transfers all the advantages and risk of partidiancial instrument to other entity.

Most often, the Bank derecognizes loans in the teven
— discontinuation of execution proceeding
— death of borrower
— conclusion of bankruptcy proceduyes

— unconditional cancellation of a part of the loan

2.8.Valuation of other balance sheet position

Intangible assets
Intangible assets are deemed to include asset vliiit the following requirements:

- they can be separated from an economic entitysafd] transferred, licensed or granted for use
for a fee to third parties, both separately, argtioer with their accompanying contracts, assets
or liabilities, or

- arise from contractual titles or other legaletst| irrespective of whether those are transferable
separable from the business entity or other rightsobligations.

Goodwill

Goodwill on acquisition of a business entity idiadly recognized at cost, which is the surplus of
the costs of merger of business entities over llaeesof the acquiring entity in the net fair vabfe
identifiable assets, liabilities, and contingemtbllities. After the initial recognition, goodwils
presented at cost less all accumulated impairmeite-affs. The test for impairment is conducted
annually. The carrying value of goodwill in the ap® balance sheet according to IFRS, i.e. for
January 1, 2004 was established at the value recognizedysaviously applied principles, taking
into account IFRS 1 requirements, which includeditbjection to the impairment review.

Goodwill on acquisition of subsidiaries is presentanong intangible assets, and goodwill on
acquisition of associates is presented under tadihg “Investments in associates”.

As of the date of acquisition, the acquired goobiwihllocated to each of the cash generating units
which may benefit from the synergies of merger. pdirment is determined by estimating the
recoverable value of the cash generating unit tchwvthe given goodwill pertains. In the event of
the recoverable value of the cash generating wnigbless than the carrying value, an impairment
write-off is made. If the goodwill is a part ofetltash generating unit, and a part of activityhat t
unit is sold, then in measuring the profit or lass selling such activity, goodwill related to the
activity sold is included in the carrying value tbk sold part of activity. Goodwill sold in such
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circumstances is measured on the basis of theveelatlue of the activity sold, and the value af th
remaining part of the cash generating unit.

Other intangible assets

Intangible assets are assets controlled by theg;rehich do not have a physical form, which are
identifiable and represent future economic bendtitsthe Group, directly attributable to such
assets.

These are mainly:

e computer software licenses,

e copyrights,

e costs of completed development work.

Intangibles acquired in a separate transactionrecegnized at cost. Intangibles acquired in
transactions of acquisition of a business entity @cognized at fair value as of the date of
acquisition. After initial recognition, this caty of intangibles is treated using the historistco
model. The useful life of intangible assets issased and considered to be limited or indefinite.
the case of amortization being calculated from tasséth limited useful life, such costs are
indicated in the profit and loss account underhiibading “Overheads”. Amortization write-offs are
not made for intangible assets with indefinite ukkfe.

With the exception of development costs, intangiddsets generated by the Group on its own
resources are not recognized in assets, and ottlaysed for their generation are recognized in
the profit and loss account for the year in whioéytwere incurred.

As regards intangible assets with limited usefid, lthe Group makes a judgment as to whether
there are indications of their impairment. Whaeris ifound that such indications exist, the Group
estimates the recoverable value of such intangibiets and make impairment. Useful lives are
also subject to review annually, and where necgsadjusted starting from the next financial year.

In the case of intangible assets of an indefingeful life and investments on tangible assets, the
Group performs, on an annual basis, a test for immaet, irrespective of whether there are
indications of impairment.

The research costs are charged to the profit asgldocount at the time when they are incurred.
Outlays for development work performed within theeg project are carried forward to the next
period, if it can be acknowledged that they will lEovered in the future. After the initial
recognition of outlays for development work, thstbric cost model is applied, which requires that
assets be recognized at cost less accumulatedizatiort and accumulated impairment write-offs.
All outlays carried forward to the next period amnortized throughout the expected period of
obtaining profits from selling the given project.

Costs of development work are reviewed for any immpent on an annual basis — if an asset has
not yet been commissioned, or more often — wheringua reporting period indications of
impairment appear, indicating that their carryiradue may not be recoverable.

Loss or profit due to derecognition of intangibbsets are measured as the difference between the
net sales income and carrying value of the givesetasnd are recognized in the profit and loss
account upon derecognition of the asset.

Tangible fixed assets

Tangible fixed assets are the controlled fixed tassied outlays made to build such assets. Tangible
fixed assets include fixed assets with an expeptgtbd of use above one year, maintained to be
used to serve the Group’s needs or to be trandféorether entities, based on the lease contract or
for administrative purposes.
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Tangible fixed assets are recorded at historicatscoeduced by depreciation/amortization and
impairment write-downs. The historical costs aredenap of the purchase price/cost of creation,
and costs directly related to the purchase of sisset

Each component part of property, plant and equipntems, whose purchasing price or generation
cost is material in comparison with the purchaginige or generation cost of the entire item, is
depreciated separately. The Group allocates ftial malue of the property, plant and equipment
items into its significant parts.

Costs of modernization of property, plant and eongipt increase their carrying value or are
recognized as a separate item of property, plathtegiuipment only when it is probable that such
expenditures will ensue with an inflow of econorbenefits to the Group, and the cost of such
expenses can be reliably measured.

The cost of external financing for the purchaseamstruction of fixed assets is recognized as a
cost in the period in which it is incurred.

Depreciation and amortization charge

Depreciation charge of tangible fixed assets andramation charge of intangible fixed assets is
applied using the straight line method, using dafimepreciation rates throughout the period of
their useful lives. Depreciation rates defined lf@tance sheet purposes are periodically verified,
with results of verification effective starting frothe year following the year of verification. Fike
assets and intangible assets for tax purposesgredated in compliance with tax regulations.

Balance sheet depreciation and amortization raiptsea to the basic groups of fixed assets, and to
intangible assets, are as follows:

al depreciation rates used for fixed assets

Buildings; cooperative ownership right to an aparttneooperative right to 1,5 % - 10,0%
non-residential property

Technical equipment and machines 2,5% - 30,0 %
Means of transport 12,5% - 20,0%

b/ amortization rates for intangible assets

Software licenses, copyrights 14,0% - 50,0%
Costs of completed development works 33,3 %
Know-how and other intangible assets 20,0%

¢/ depreciation rates for investment properties
Buildings 1,5% - 10%

Assets that are not depreciated include land, fexeskts and intangibles under construction and
certain intangible assets.

Depreciation and amortization value increases tteeh@ad costs of the Group’s operations, while
the write-off for impairment is included in othgperating costs.

Investment properties

Initially, investment property assets are recoghiaecost, including the transaction costs. Afiter t
initial entry, investment property assets are mesbun accordance with requirements of the
purchasing price model.

Investment property assets are derecognized whgposkd of, or in the case of permanent
decommissioning of a property, when no further fien&om its sale are expected. Any profits or
losses due to derecognition of an investment ptp@ee charged to the profit and loss account in
the period in which such derecognition occurred.
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Non-current assets held for sale

Non-current assets held for sale include assetsevharrying value is to be recovered by way of
their resale, and not in their continued use. @nbse assets are classified as held for salatbat
available for immediate sale in their present cbodj whose sale is highly probable, i.e. the
decision has been made to fulfil the plan of sglline given asset, an active programme has been
launched to find a buyer and to complete the gefilan. Also, such an asset is offered for sake at
price which is rational in reference to its preskmt value, and it is expected that the sale hall
treated as sale completed within one year frond#te of the asset’s classification in this category

Non-current assets held for sale are recognizétedbwer of carrying value and fair value less the
costs of selling such assets. For assets classifighis category, depreciation is not applied.

Leases

The Group is a party to lease contracts, on thés lmdswhich it grants for paid use non-current
assets or intangible assets for an agreed peritichef

The Group is also a party to lease contracts, uwtiéh it takes for paid use or drawing benefits
another party’s non-current assets or intangibdetasor an agreed period.

Operating lease

In the case of lease contracts, which result insfierring substantially all the risks and rewards
incident to ownership of the assetder lease, the subject of lease is derecognfkedceivable
amount is recognized, however, in the amount etpiahe present value of minimum lease
payments. Lease payments are divided into finanoedme and reduction of the balance of
receivables in such way as to enable reaching edfisate of return from the outstanding
receivables.

Lease payments for contracts which do not fulfilalifications of finance lease are recognized as
income in the profit and loss account, using thaight-line method, throughout the period of the
lease.

Financial lease

In the case of lease contracts, under which esdigril risks and rewards incident to ownership of
the lease are transferred, the subject of leasec@gnized in assets as a non-current asset, and a
liability is recognized in the amount equal to giesent value of minimum lease payments as of the
date of commencement of the lease. Lease paymentiveded into financial costs and reduction

of the balance of the liability in such way as twakle obtaining a fixed rate of interest on the
outstanding liability. Financial costs are recagui directly in the profit and loss account.

Fixed assets which are the basis of the finanaeleantract are depreciated in the manner defined
for the Group’s non-current assets. However,ig iincertain whether the ownership of the subject
of the contract has been transferred, then norestiassets used pursuant to finance lease contracts
are depreciated over the shorter of: the expeatefullife or the period of lease.

Lease payments for contracts which do not fulfillifications of a finance lease agreement are
recognized as costs in the profit and loss accouatstraight-line method throughout the period of
the lease.

Prepayments

Prepayments refer to particular expenditure types will be recognized in the profit and loss
proportionally to time elapsed in the future repwtperiods. Prepayments are presented in the
balance sheet as “Other assets”.
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Provisions

Provisions are established when the Group has kgatbn (legal or constructive) resulting from
past events, and where it is probable that thdright of such obligation will cause a necessity of
transfer of assets representing economic benefit$,it is possible to reliably estimate the amount
of such liability. In the event that the time valofethe money-in-time is significant, the amount of
provisions is established by discounting foreca$tdre cash flows to the present value, using a
rate of discount reflecting current market evaluagi of money-in-time, and any risk related to the
given obligation.

Also, this item includes provisions related to acial long-term employee benefits. All provisions
are charged to the profit and loss account.

Employee benefits provisions

The amount of provision for retirement payments&blished on the basis of an actuarial valuation
performed by an independent actuary at least éveryears.

The provision for restructuring costs is establishehen general criteria for recognition of
provisions are met, as well as detailed criteridtie obligation to establish restructuring provis
as per IAS 37.

The amount of employment restructuring provisioessablished by the Group on the basis of the
best available estimates of direct outlays, whiebessarily result from restructuring and are not
connected with the Group’s current activities.

Provisions established are recognized on the ifi@silside under the “Provisions” heading, and
accordingly in the profit and loss account, as neenation costs.

Deferred income and Accrued expenses

This item mainly covers the income of commissioattled using the straight line method, and
other income charged in advance; types that wiltde®gnized in the profit and loss in the future
reporting periods

Costs accounted for over time include reservesniaterial costs resulting from the services
provided for the Group by contractors, which wié bettled in the following periods, as well as
reserves for payables to employees (incl. annuali®and holiday bonus, extra payments, awards,
and unused holiday allowance).

Deferred income & accrued expenses are presenteldeirbalance sheet in the item of “other
payables”.

Equity of the Capital Group

Equity is comprised of the capital and funds creédig the companies of the Capital Group in
accordance with the binding legal regulations the appropriate laws, Articles of Association.
Equity also includes retained profit (loss). Thems comprising the equity of subordinated entities,
other than statutory capital, are added to theagufate positions of the parent entity’s equityie
extent in which the Parent entity owns the subsiels.

The equity of the Capital Group includes only thpsets of the subsidiaries’ equity which were
created after the date of purchase of shares cksstuy the parent entity.

In particular this applies to the change in equityulting from the achieved net profit or incurred
loss or revaluation.

a) Statutory capital relates only to the capitathef Bank as the Parent entity and is presented at
nominal value specified in the Statute and in thieyein the Enterprises Registry,
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b) Reserve capital is created from appropriatidngrofits and premiums arising on the issue of
shares, in accordance with the Statutes of the aniag,

¢) Revaluation reserve includes: the effects oflation of financial assets available for sale,
foreign exchange differences arising from revaaratof foreign branch’s result at the average
weighted exchange rate established as of the lmlsineet date in relation to the average NBP
exchange rate; and the value of deferred tax feamst that comprise temporary differences.
Revaluation reserve is presented net in the balsimeet

d) Other reserve capital utilized in accordancénlite purposes defined in the Statute is created
from appropriations of profits,

e) Exchange rate differences include differencissng from recalculation of the result of a foneig
branch at the weighted average exchange rate édpdlance sheet date, in relation to the average
National Bank of Poland exchange rate, and fromatédn of net assets in foreign entities,

f) B bonds convertible into equity includes thaiigg fair value of financial instruments issued as
part of transactions settled in equity instrumémtsccordance with IFRS 2,

g) General banking risk provision represents acdatad appropriations of net profit in accordance
with the terms of the Banking Law of 29 August 1997

h) Retained earnings comprises the total retaimetite and uncovered losses of the companies
consolidated under the full method,

I) Net profit/loss which constitute profit/loss gented in profit and loss statement for period whic
concerns. Net profit includes income tax.

Minority interest

Minority interest equity is the share in the equifythe subsidiary entity consolidated under tHe fu
method, and belonging to entities other than tlwoseprising the Capital Group.

Share-based Payments

The Group conducts an employee participation prograinder which senior and lower
management staff crucial to realization of the @dpGroup Banks’ strategy are granted pre-
emptive rights to buy shares of the Bank (see Maje

The Group used transitional provisions of IFRS 2dspect to share-based payments, and applied
IFRS 2 only to share-based payments granted afieetdber ¥, 2002, the rights to which were
not vested until December 312004, inclusively.

Transactions settled in equity instruments

The cost of transactions settled with employeesqguity instruments is measured by reference to
the fair value as of the granting date. The falue is established on the basis of the Black-%shol
model for appraisal of dividend-yielding stock a@pts, according to expectations of the
Management Board concerning the number of rightsetexercised. The amount of the employee
share program is adjusted as of every balance ghéeif expectations of the Management Board
change concerning the number of rights to be esedciNo efficiency/results data except those
related to the price of shares (“market conditidres’e taken into account in the assessment of
transactions settled in capital instruments.

The cost of share-based payments is recognizedhirgeith the accompanying increase of the
value of equity in the period in which effectivesgrformance conditions were fulfilled, ending
on the date when certain employees acquire fulitsigo the benefits (“vesting date”). The
accumulated cost recognized for transactions deitleequity instruments for each balance sheet
date until the vesting date reflects the exterglapse of the vesting period and the number otsigh
to shares, the rights to which — in the opinionthef Bank's Management Board for that date, based
on best available estimates of the number of edguosyuments — will be eventually vested.
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In the event of modifications of conditions for gtiag remuneration settled in equities, as part of
fulfilment of the minimum requirement, costs areagnized if such conditions have not changed.
Also, costs are recognized resulting from eacheim®e in the value of the transaction, resulting
from modifications, measured for the date of change

In the event a right is cancelled, it is treateduich way as if the rights were acquired on thte da
“of cancellation, and any unrecognized costs resuftom such rights are immediately recognized.
In the case, however, where the cancelled shaneisgeplaced by a new share right, the cancelled
right and the new right are treated as if theyaangodification of the original right.

The diluting effect of options issued is taken iat@ount when establishing the amount of earnings
per share, as additional dilution of shares (sete 118).

2.9.Income tax and other taxes
Income Tax

For purposes of financial reporting, the income fieovision is established using the balance-sheet
liabilities method in reference to all temporarjfeliences as at the balance sheet date between the
taxable amount of assets and liabilities, and tlairying value as presented in the financial
statements.

The deferred tax provision is recognized in refeesto all positive temporary differences:

except for situations where the deferred incomeprawision arises from amortization of
goodwill or from the initial recognition of an ass® liability in a transaction other than
merger of entities, and at the point of the tratisadhey have no influence on the gross
financial result, nor for the taxable income or wtle loss, and

in the case of positive temporary differences temylfrom investments in subsidiaries or
associates and participation in joint ventures eepk for situations where the dates of
reversal of temporary differences are subject taroband where it is probable that in the
foreseeable future the temporary differences vatllye reversed.

The carrying value of a deferred tax asset is vestieat each balance sheet date, and is reduced
accordingly to the extent that it is no longer f@ble that the taxable income will be achieved
sufficient for partial or full realization of a dafed income tax asset.

except for situations where deferred tax assetsezamg negative temporary differences
originate from initial recognition of an asset @bility in a transaction other than merger,
and at the point the transaction has no influenct¢he gross financial result, nor for the
taxable income or deductible loss, and

in the case of positive temporary differences temylfrom investments in subsidiaries or
associates and participation in joint ventures, dbterred tax asset is recognized in the
balance sheet only in such an amount, in whicls probable that the above temporary
differences will be reversed and taxable incomd b# achieved which will allow the
negative temporary differences to be deducted.

The carrying value of a deferred tax asset is vestikat each balance sheet date, and is reduced
accordingly to the extent that it is no longer @ole that the taxable income will be achieved
sufficient for partial or full realization of a dafed income tax asset.

Deferred tax assets and deferred tax provisionsnagsured at tax rates which are predicted to be
in force in the period in which an asset is realipe a provision is dissolved, assuming as thesbasi
the tax rates (and tax regulations) which are lggailactually in place as of the balance sheet.dat

The income tax regarding items directly recognizeequity is recognized in equity.

The Group offsets deferred tax assets and deféasegrovisions, where it has legal title to effect
such offsetting, and the deferred assets and poogipertain to the same taxpayer.
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Current income tax is assessed at the tax raterce fand is calculated on the basis of the gross
profit determined on the basis of relevant accagntegulations, adjusted by non-taxable income
and non-deductible expenses.

Other taxes

Incomes, costs, and assets are recognized anceetydche amount of VAT, tax on civil law acts,
and other taxes on sales, except where:

the tax on sale, paid upon purchase of goods anitss, is not recoverable from the tax
authorities; in that case, the sales tax is reaaghiaccordingly as a part of the cost of
acquisition of an asset, or as part of a cost, it

receivables and payables are presented with thertrmbsales tax taken into account.

The net amount of sales tax recoverable from oalpi@yto the tax authorities is recognized on the
face of the balance sheet as a part of receivabligbilities.

2.10. Other positions
Contingent liabilities and promises

The Group enters into transactions which are nobgmrized in the balance sheet as assets or
liabilities upon signing, but they cause contingéattilities and promises. Contingent liabilitiesa
characterized as being:

a potential obligation, whose existence will befoomed upon occurrence or non-occurrence of
uncertain future events that are beyond contrth@iGroup (e.g. disputes in progress);

a current obligation, which arises as a resultasft gvents, but is not recognized in the balance
sheet, as it is improbable that it will be necegsarmake expenses to fulfil the obligation, or
the obligation amount cannot be reliably measumeds(ly: unused credit lines and guarantees
and letters of credit issued).

Cash and cash equivalents

Cash and cash equivalents in the Cash Flow Statdérmetnde “Cash-in-hand, due from the Central
Bank” (except for the NBP bonds) and amounts ctiraemounts due from banks with maturity up
to three moths.

3. Purposes and rules of financial risk management.

The policy risk management of the Group has a gbaptimizing the structure of the balance sheet
and off-balance sheet positions under the congideraf all risks in relation to income and
complex inflow of all kinds of risks including (itest rate risk, liquidity risk, foreign exchange
rate risks), which Group encounters in conductitsy daily activity. Risks are monitored and
controlled with reference to profitability and etyucoverage are regularly reported in accordance
with rules briefly presented below.

The Bank’s Management Board is responsible foreaghg the strategic goals set within the risk
management policy.

The Asset and Liability Management Committee cdstthe capital adequacy of the Group, as
well as the liquidity risk and the market risk @rést rate and foreign exchange rate risks) retated
the external banking supervision limits and toitfternal limits of the Group.

The accounting policy for derivative instrumentgevpresented at Note 2
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Credit risk

Credit risk is one of the basic risks associateti tie activities of the Group. The percentageeshar
of loans in the Group’s balance sheet leads taitfréficance of maintaining this risk at a safediev
for the result of the activities carried out by theoup.

The credit risk is minimized due to the Group’sqadures, in particular those relating to the rules
of transaction risk evaluation, establishing celtat, setting authorization limits for granting hsa
and limiting of exposure to some areas of busirsdvity. To increase security the Group’s
lending activity is limited by the restrictions thfe Banking Law as well as internal safety nornts se
by the Group, including in particular concentratlionits for specific sectors of the economy, share
of large exposures in the loan portfolio of the @roand exposure limits for particular foreign
countries, banks, and domestic financial institugio

Protection of the quality of the Group’s loan polith is also ensured by periodical reviews and on-
going monitoring of loan repayments and the finahcbndition of the borrowers.
The Banking Law establishes maximum exposure lifoitdanks.

The Group, in cooperation with UniCredito Italiat@s undertaken activities to stable rationalizing
credit process to improve effectiveness and segcuhibproved are especially procedures and
measurement tools and risk monitoring.

Concentration of credit risk

According to article 71.1 of the Law the total bada sheet and off-balance sheet exposure of a
bank to the risks associated with a single borraavex group of related borrowers may not exceed

20% of the bank’s equity when at least one of tresgéies is related to the Bank or 25% when no

relation between those entities and the bank exists

Moreover, article 71.2 of the Law specifies a maximtotal exposure limit with entities whose
individual exposure exceeds 10% of the bank’s ggaita level of 800% of this equity.

As of 31 December 2005 year no exposures exceddelinit set forth by article 71.2, whereas
one exposure of the Bank exceeded the limits dpddif article 71.1 in the case of one group of
related entities. This exposure resulted mainlynftbe financing of central state investment. Loans
granted for the central state investment are gteedrby the surety of State Treasury. According to
article 71.3.3. such exposure is excluded fromutations of exposure limits and as a consequence
the maximum exposure limits set forth in the BagKimw were not exceeded.

a) Concentration by entity:
as of 31.12. 2005

Exposure to 10 largest clients of the Group % of portfolio
Client 1 49
Client 2 1,7
Client 3 1,6
Client 4 1,4
Client 5 1,4
Client 6 14
Client 7 1,2
Client 8 1,2
Client 9 0,9
Client 10 0,8
Total 16,5
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In the table above 47,3% is a credit exposure, thigrisk on the level of the State Treasury. Other
exposure is due to transactions with local govems 7,1%, banks 5,6% and large corporate
customers 40,0%. None of the exposures mentionackaliere classified as irregular.

b)  Concentration by capital group:
as of 31.12. 2005

Exposure to 5 largest capital groups % of portfolio
which are the Group’s clients
Group 1 5,7
Group 2 2,2
Group 3 1,8
Group 4 1,7
Group 5 1,6
Total 13,0

c) Concentration by industrial sector:

In order to minimize credit risk associated witlustrial sector concentration, the Group employs
a system monitoring the sector structure of itsditrexposure. The system involves setting
concentration limits for particular sectors, moriitg the loan portfolio and gathering appropriate
information. The system is based on the lendingpsupe in particular types of business activity
according to the classification applied by the $tolClassification of Economic Activities (Polska
Klasyfikacja Dzialalnosci—PKD). Concentration lisitire determined on the basis of investment
risk, quality of the Group’s lending exposure, emtr economic trends in particular sectors, the
Group’s equity, and the total exposure to particakctors. A monthly comparison of the Group’s
exposure to particular sectors with the currenitémllows timely identification of the sectors in
which the concentration of sector risk may becoweessive. If such a situation arises, an analysis
of the economic situation of that sector is perfednzonsidering the current and predicted trends
and the quality of the current exposure to thatsedhese measures enable the Group to develop
policies that reduce sector risk and allow fomaely reaction to a changing environment.

30



Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended
31" December 2005 Translation from the Polish O#jin
Notes to the Consolidated Financial Statements
(in PLN thousand)

The table below presents the structure of the expdsy industrial sectors.
% of portfolio

Sector description 31.12.2005 31.12.2004
Wholesale and retail trade, repair of motor velsidad motorbikes, articles
for personal use and household goods 15,8% 15,4%
Production and supply of utilities (electricity,gavater) 14,4% 12,3%
Public administration and national defence, guamehsocial insurance 11,0% 11,8%
Financial services 11,0% 10,0%
Other manufacturing activities and waste management 7,5% 5,6%
Construction and real estate management 5,8% 6,5%
Production of food, beverages and tobacco products 5,4% 6,0%
Transport, storage and communication 5,2% 5,5%
Production of metals and processed metal products 3,9% 3,0%
Pr.od_uction of celluloid pulp, paper and paper patsiupublishing and
printing 3,4% 3,1%
Production of electrical and optical equipment 3,3% 3,7%
Rental and other business, IT services, education 2,4% 2,4%
Production of transport equipment 2,3% 3,3%
Production of chemicals 2,0% 2,2%
Other sectors 6,6% 9,2%
Total 100,0% 100,0%
Market risk

In its trading, retail, corporate and investmerttvitees the Group is exposed to market risk, i.e.
the interest rate, foreign exchange rate, and yguite risks of the securities held by the Group,
as well as other risks resulting from changes irketaconditions.

Interest rate risk

The table below presents the classification oftassed liabilities according to their exposure to
interest rate risk:

1. Assets and financial liabilities exposed to failue risk related to interest rate
- debt securities with fixed interest rate
- Loans with fixed interest rate
- Client deposits with fixed interest rate
- Liabilities due to the issue of securities
2. Assets and liabilities exposed to Cash flow redited to interest rate
- Debt securities with variable interest rate
- Loans with variable interest rate
- Client deposits with variable interest rate
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3. Assets and financial liabilities not directlypased to the interest rate risk
- Equity securities

The Group is also exposed to the interest ratedugkto sheet transactions, which notional amounts
are recognized off-balance and which fair values r@cognized as assets or liabilities of the

balance sheet. These transactions include dervatinsactions, Forward Rate Agreements (FRA),
Interest Rate Swaps (IRS), currency swaps, anigfoirrency forward contracts.

While managing interest rate risk, the Group isiagmat maximizing the economic value of the
capital employed and achieving the planned inteessilt, within the accepted limits. The financial
position of the Group in relation to the changintgrest rates is monitored through the interest rat
gap (revaluation gap), duration analysis simulatinalysis, and stress testing.

The sensitivity of the interest result to the ietdrrate changes and sensitivity of the economic
value of the equity of the Group was within theemially accepted limits.
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The table below presents the assets, liabilitiesaffabalance sheet exposures of the Group classs#s of 31 December 2005 by interest rate ris&ron

up tol month

Balance sheet items

Assets:
Cash and amounts due from Central

Debt securities eligible for rediscounting in

the Central Bank

Amounts due from banks

Loans and advances to customers
Net investments in financial leases
Debt securities*

Others

Liabilities:

Amounts due to banks

Amounts due to customers

Liabilities arising from securities issued
Other

Gap

Off-balance sheet exposures
Assets

Liabilities

Gap

Total Gap

inclusive

Book value

25 748 359

2483

5585480
18 959 636
454192
746 568

39963 071
1798 190
38 164 881

(14 214 712)

8773323
7 008 306

1765 017

(12 449 695)

from 1 month to 3
months inclusive

from 3 months to 1
year inclusive

%  Book value %  Book value
6,73 7767112 6,17 9 314 871
8,66 3623 8,66 -
3,98 361730 4,34 1018 765
7,63 4367214 6,84 1323527
10,29 90 829 9,80 85 685
2,15 2943716 5,31 6 886 894
1,63 5128 546 3,07 3623 268
3,64 142864 9,90 322717
1,53 4985682 2,87 3300 547
- - - 4

2 638 566 5691 603

11 298 531 21 851 370

11 726 890 21191 197

(428 359) 660 173

2 210 207 6 351776

Yo

5,43

425
9,78
10,71
4,70

2,59
2,74
2,58

from 1 yeat to 5
years inclusive

above 5 years

Book value % Book value
7373314 7,10 4178 893
1192858 16,71 580 399

111 651 9,79 3534
6068 805 5,16 3594 960
1723340 11,05 768 336
1122 654 15,56 561 328

376159 1,33 20 608

224 527 4,80 186 400
5649 974 3410 557
5970 617 929 495
6 825 488 2073 364
(854 871) (1143 869)
4795103 2 266 688

Yo

6,78

>

17,2
5,63
5,10

12,52
15,56

4,76

Non interest

. Total
bearings
assets/liabilities
Book value Book value
7 589 407 61 971 956
2193 661 2193 661
- 6 106
- 6965 975
1711574 28 135 208
- 745 891
- 20 240 943
3684172 3684172
10 765 395 61 971 956
- 3947 753
- 46 847 877
. 4
10 765 395 11 176 322
(3 175 988) -
- 48 823 336
- 48 825 245
- (1909)
(3175 988) (1909)

*/ This item contains unquoted debt instruments@néed in the balance sheet under Cash-in-handjrasndue from the Central Bank, Due from banksnksaand advances to customers
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The table below presents the assets, liabilitiesaifibalance sheet exposures of the Group clagsifs of 31 December 2004 by interest rate ris&rgon

up tol month

Non interest

from 1 month to 3 from 3 months to 1 from 1 yeatr to 5 above 5 years . Total
inclusive months inclusive year inclusive vears inclusive ’ bear‘lngs‘ )
’ assets/liabilities
Balance sheet items Book value %  Book value %  Book value % Book value %  Book value % Book value Book value %
Assets:
19984 687 7,98 6788147 6,99 12574 874 6,42 8734816 8,05 3 225 483 8,98 8 669 340 59 977 347 6,45
Cash and amounts due from Central - - - - - - - - - - 2561 687 2561 687 -
Debt securities eligible for rediscounting in 1933 866 6835 866 ) ) ) . ) ) . 8768 8,66
the Central Bank
4232705 4,86 646 116 5,42 1082 211 3,71 190 - - - - 5961222 471
Amounts due from banks
Loans and advances to customers 14 619 527 9,15 2860983 7,61 3 755 503 8,24 1256533 16,28 843295 17,51 2321740 25 657 581 8,64
Net investments in financial leases 196 700 15,12 59028 13,03 93759 12,02 188 722 10,80 9115 5,53 - 547 324 11,04
Debt securities* 933822 540 3215185 6,89 7 643 401 5,99 7289371 6,82 2373073 5,98 - 21454852 6,38
Others - - - - - - - - - - 3785913 3785913
Liabilities: 39295317 2,26 5333506 4,20 3529203 4,16 1151920 10,28 702291 1222 9965 110 59 977 347 251
Amounts due to banks 1572444 5,03 121 566 9,89 567 147 10,51 698 939 15,56 524 204 15,56 - 3484300 10,86
Amounts due to customers 37722873 2,17 5211940 4,08 2783 851 2,77 102981 0,68 - - - 45 821 645 2,42
Liabilities arising from securities issued - - - - 23205 6,40 - - - - - 23205 6,40
Other - - - - 155 000 - 350 000 - 178 087 - 9965 110 10 648 197
Gap (19 310 630) 1454 641 9 045 671 7 582 896 2523192 (1295 770) -
Off-balance sheet exposures
Assets 7 060 837 6312 509 12 836 527 3488 679 513 289 - 30 211 841
Liabilities 6362 169 6 038 867 12 740 609 4032 487 1 060 592 - 30 234 724
Gap 698 668 273 642 95 918 -543 808 (547 303) - (22 883)
Total Gap (18 611 962) 1728 283 9 141 589 7 039 088 1975 889 (1295 770) (22 883)

*/ This item contains unquoted debt instruments@néed in the balance sheet under Cash-in-handjrasndue from the Central Bank, Due from banksnksaand advances to customers
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The below table presents the effective interessrgiertaining to each classes of financial assets a
liabilities to which it applies, broken down by raagurrencies:
as of 31 December 2005

PLN EUR USD  Other
% % % %

Assets

Cash, amounts due from Central Bank 4,28 - - -
Due from banks 4,51 2,38 4,25 3,50
Loans and advances to customers* 8,78 4,06 5,96 6,05
Net investments in financial leases 10,67 6,74 7,04 7,66
Debt securities 4,78 3,46 4,78 6,87
Liabilities

Due to Central Bank** 15,56 - - -
Due to banks 376 2,36 391 2,50
Due to customers 3,50 1,24 1,73 1,87

Debt securities in issue - - _ -

* Position include loans for central state investtmevhich effective interest is 17,51%. Effectiviarest excluding loans for central
state investment is 8,02%
** Refinance credit interest of central state irtvesnt
Following the exemption allowed by IFRS 1 the Gralges not present the comparative data relating
the effective interest rates.

Currency risk

The objective of the currency risk management isréate a currency profile of the balance sheet and
off-balance items which will remain within the esttal and internal limits. In 2004, the currencykris
was low. The Group’s exposure to the currencyigskeasured for internal purposes on a daily dasis
means of the Value at Risk (VaR) model, as welthes extreme conditions testing analysis that is
supplementary to the VaR method.

The table below presents foreign currency expobyréhe separate asset, liabilities and off balance-
sheet liabilities types related to financial obtigas granted and guarantees granted

as of 31.12.2005
Currency(*000 PLN)

PLN EUR USD Others Total

Assets:

Cash and amounts due from Central Bank 1 788 860 187 455 102 008 115 338 2193 661
Debt securities eligible for rediscounting in

the Central Bank 6 106 - - - 6 106
Receivables from banks 2912 410 826 501 2940 152 286912 6 965 975
Loans and advances to customers 22 417 561 4182010 1110136 425 501 28 135 208
Net investments in financial leases 557 804 110 691 3640 73 756 745 891
Debt securities* 15 254 222 877 304 3719 136 390281 20240943
Investments in associated undertakings 166 870 61 932 - 167 863
Others 3 315 481 126 233 44 059 30 536 3516 309
Total 46 419 314 6 310 255 7 920 063 1322 324 61971 956

35



Annual Consolidated Financial Statements of BarkaBe&s.A. Group for the year ended
31" December 2005 Translation from the Polish O#bin
Notes to the Consolidated Financial Statements
(in PLN thousand)

Liabilities:

Amount due to Central Bank 1950 710 - - - 1950 710
Amounts due to banks 1 465 685 217 965 282 964 30 429 1997 043
Amounts due to customets 33938 954 4 447 249 7 569 781 891 893 46 847 877
Liabilities arising from securities issued 4 - - - 4
Provisions 100 430 594 7 215 488 108 727
Others 10 637 008 202 442 215 459 12 686 11 067 595
Total 48 092 791 4 868 250 8 075 419 935 496 61 971 956
Net exposure (1673 477) 1442 005 (155 356) 386 828 -

Off-balance sheet liabilities related to

financial obligations granted and
guarantees granted 9707 022 2 018 600 421 458 257 288 12404 368

*/ This item contains unquoted debt instruments@néed in the balance sheet under Cash-in-handjrasndue from the Central Bank, Due
from banks, Loans and advances to customers

as of 31.12.2004
Currency (*000. PLLN)

PILN EUR UsD Others Total
Assets
Cash and amounts due from Central Bank 2132 845 209 507 110 771 108 564 2 561 687
Debt securities eligible for rediscounting in
the Central Bank 8 768 - - - 8 768
Receivables from banks 3 049 687 428 692 1836 158 646 685 5961222
Loans and advances to customers 19 684 566 4 004 506 1207 152 761 357 25 657 581
Net investments in financial leases 383 709 78 035 3773 81 807 547 324
Debt securities* 17 623 115 709 052 2959 049 163 636 21454 852
Investments in associated undertakings 119 739 61 4 862 - 124 662
Others 3413 644 215 255 9578 22774 3661 251
Total 46 416 073 5645 108 6131 343 1784 823 59 977 347
Liabilities
Amounts due to the Central Bank 2151743 - - - 2151743
Amounts due to banks 964 895 222 379 111 622 33 661 1332 557
Amounts due to customers 33096 320 4 422 886 7 506 433 796 006 45 821 645
Liabilities arising from securities issued 23 205 - - - 23 205
Provisions 340 830 2 630 5605 1 349 066
Other 9926 629 193 683 164 175 14 644 10 299 131
Total 46 503 622 4 841 578 7 787 835 844 312 59977 347
Net exposure (87 549) 803530 (1656 492) 940 511 -

Off-balance sheet liabilities related to

financial obligations granted and
guarantees granted 8961878 1283 280 1070 444 145 510 11 461 112

*/ This item contains unquoted debt instruments@néed in the balance sheet under Cash-in-handjrasdue from the Central Bank, Due
from banks, Loans and advances to customers
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Liquidity risk
The objective of managing liquidity risk is:

* to ensure and maintain the Group’s solvency witbpeet to current and future planned

payables, taking into account the cost of acquitiongidity and return on the Group’s equity,
* to prevent any crisis situation, and
* to outline solutions that would allow the Groupawercome such a situation in case the latter
occurred.

The Group invests primarily in treasury securittdéghe Polish government, financial instruments of
countries and financial institutions with the higheatings, and those with high levels of liquidiBue
to their to their liquidity characteristics, regiyamonitored the financial instruments would as#ie
Group to overcome crisis situations.
According to the Banking Supervisory Board recomdaions, the Group introduced internal
liquidity indices that reflect the ratios of totatljusted maturating assets to total adjusted nmaguri
liabilities.
In addition, the Group employs the appropriate pdoces protecting both against the liquidity risk
increase and against a substantial deterioratitimeoGroup’s financial liquidity.
The emergency plan in case of deterioration ofnfonel liquidity of the Group takes into consideoati
four levels of liquidity risk, depending on the amd and duration of cash outflow from the non-
banking client accounts. The plan also determihessburces from which the expected cash outflows
will be covered and states to what extent the GeoMianagement is responsible for making necessary
decisions in order to restore the required ligyitével. Both the emergency plan and the possjtulit
obtaining cash from sources specified in this plensubject to periodical verification.
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The table presents assets and liabilities of tfteei® as of 31.12.2005 lgaturity

Balance sheet items up tol month from 1 monthto 3 from3monthsto1l from 1 year to 5 above 5 years Total
inclusive months inclusive ~ year inclusive years inclusive
Assets 15 991 640 4 063 392 11 550 590 13 357 316 17 009 018 61971 956
Cash and amounts due from Central Bank 2193 661 - - - - 2193 661
Debt securities eligible for rediscounting in the
Central Bank 2483 3623 - - - 6 106
Amounts due from banks 4969 312 686 154 1164 322 103 340 42 847 6 965 975
Loans and advances to customers 3 988 245 3020 919 6 091 867 5841779 9192 398 28 135 208
Net investments in financial leases 18123 40 053 176 980 488 293 22 442 745 891
Debt securities* 4 477 877 312 643 4117 421 6183 093 5149 909 20 240 943
Others 341939 - - 740 811 2601 422 3684172
Liabilities 17 288 489 11 035 704 14 936 302 12 409 457 6 302 004 61971 956
Amounts due to banks 2114632 103 341 400 764 1064 576 264 440 3947 753
Amounts due to customers 13116 755 10 795 255 14 535 534 4 300 385 4099 948 46 847 877
Liabilities arising from securities issued - - 4 - - 4
Other 2057 102 137 108 - 7 044 496 1937 616 11176 322
Gap (1296 849) (6 972 312) (3 385 712) 947 859 10 707 014 -
Off-balance sheet items
Assets 7 760 484 2 348 665 3191 364 316 562 - 13 617 075
Liabilities 10 975 225 2 357 500 3232106 103 337 3984 157 20 652 325
Gap (3 214 741) (8 835) (40 742) 213 225 (3 984 157) (7 035 250)
Gap total (4 511 590) (6 981 147) (3 426 454) 1161 084 6 722 857 (7 035 250)

*/ This item contains unquoted debt instruments@néed in the balance sheet under Cash and anuuenfsom the Central Bank, Due from banks, Loarsavances to customers
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The table presents assets and liabilities of tlwi® as of 31.12.2004 byaturity

Balance sheet items up tol month from 1 monthto 3 from 3monthsto1 from 1 year to 5 above 5 years Total
inclusive months inclusive year inclusive vears ir&clusive
Assets: 20 233 225 2738 236 7 965 936 9 573 947 19 466 003 59 977 347
Cash and amounts due from Central Bank 2 561 687 - - - - 2 561 687
Debt securities eligible for rediscounting in the
Central Bank 1933 6 835 - - - 8 768
Amounts due from banks 3599 984 437 367 729 853 1107 968 86 050 5961 222
Loans and advances to customers 1418 776 1347 535 4995 061 5115723 12 780 486 25 657 581
Net investments in financial leases 15 361 29 710 125 571 354 782 21 900 547 324
Debt securities* 12 609 061 896 749 2 074 847 2 873 140 3001 055 21 454 852
Others 26 423 20 040 40 604 122 334 3576 512 3785913
Liabilities: 14 340 201 11 313 852 13 285 387 5726 499 15 311 408 59 977 347
Amounts due to banks 1785 568 43 436 46 372 477 460 1131 464 3 484 300
Amounts due to customers 12 272 241 11 254 682 13 188 520 4933765 4172 437 45 821 645
Liabilities arising from securities issued - - 23 205 - - 23 205
Other 282 392 15734 27 290 315274 10 007 507 10 648 197
Gap 5893 024 (8 575 616) (5 319 451) 3847 448 4154 595 -
Off-balance sheet items
Assets 10 183 911 547 792 1662 031 164 111 51 395 12 609 240
Liabilities 15 188 933 678 927 1783 657 244 319 114 979 18 010 815
Gap (5 005 022) (131135) (121 626) (80 208) (63 584) (5 401 575)
Gap total 888 002 (8 706 751) (5441 077) 3767 240 4091 011 (5 401 575)

*/ This item contains unquoted debt instruments@néed in the balance sheet under Cash and anuuenfsom the Central Bank, Due from banks, Loarsavances to customers
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Exposure to credit risk and market risk

The tables below present the exposure of the Baugkadit risk and particular types of market risk.
The amounts have been calculated on the basisrd#firBaSupervisory Board Resolution No 4/2004
dated 8 September 2004.

The risk weighted value to credit risk of the baksheet receivables is calculated as the product o
the carrying amount and the risk weight appropffiatehe client and the type of collateral.

The risk weighted exposure of derivatives to credk is calculated on the basis of a balance sheet
equivalent of a derivative. The balance sheet edgit of a derivative instrument is calculated
according to original exposure method for transadtiin banking portfolio.

In the case of the other off-balance-sheet liabditthe credit risk exposure is calculated as the
product of the balance-sheet equivalent (produdhefnominal value of off-balance sheet liability
and percentage risk weight) and the appropriate wisight for the given client and the type of
potential collateral.

Capital requirements resulting from credit risk agdculated by adding up the risk weighted assets
and off-balance-sheet liabilities in the bankingtfmdio and multiplying this sum by 8%.

In the case of the instruments classified to trgaagiortfolio, capital requirements are calculated fo
the individual types of market risk.

Credit and market risk at 31.12.2005

Instrument Balance value Risk weighted assets

Cash 1113 250 -
Receivables 38 574 660 25 246 271
Debt securities 14 405 830 110 477
Other securities, shares 104 870 104 870
Fixed assets 1558 283 1558 283
Other 1365 280 284 845
Total banking portfolio 57122173 27 304 746
Clearing collateral KDPW 1332 -
Investment securities 4 280 547 16 122
Reverse repo transactions 567 904 -
Total trade portfolio 4 849 783 16 122
Total 61971 956 27 320 868
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Off balance sheet instruments

Instrument

Derivates

Interest rate instruments:

-IRS

-FRA

-CIRS

-Futures — on government bonds
-Call options— securities instruments
Currency instruments:
Forward

Spot

Swap I leg

Swap II leg

Options

Other instruments:

Warrants

Total:

Including:  banking portfolio

trading portfolio

Other off-balance sheet banking portfolio

Instrument

Credit line

Warranties granted
Letters of credit
Other

Total banking portfolio

Issue guarantees
Forwards on securities

Total trade portfolio

Total banking portfolio (credit risk)

Capital requirements for trading portfolio (Market risk)

Market risk

In this:
Currency risk
Commodity price risk
Equity price risk
Debt instrument specific risk
Total interest rate risk

Settlement risk — delivery and contractor

Other

Total capital requirement

Replacement cost Balance sheet Risk weighted
equivalent amount amount
323995 430 070 94 904
3941 3941 788
18 988 61 070 24 363
9859 10 049 2010
49 400 81 848 40 888
276 276 61
40 141 69 628 13926
47 888 56 869 17 583
- 9 5
494 488 713 760 194 528
494 488 713 760 194 528
Off-balance sheet Balance sheet Risk weighted
value equivalent amount amount
10 428 547 2214 632 2110023
1366 543 748 357 685393
218 455 108 531 80 123
457 225 457 222 160 845
12 470 770 3 528 742 3036 384
184 437 82 872 -
184 437 82 872 -
Off-balance sheet Balance sheet Risk weighted
value equivalent amount amount
69 592 943 30 341130 2 427 290
59 417
113
2296
57 008
15 527
2 502 234
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Fair value of balance sheet financial instruments

The market value cannot be established for numeiinaacial instruments; therefore, the presented
fair values have been estimated on the basis auswraluation methods, including estimation of the
present value of future cash flows.

There are certain financial instruments, which ac¢ recognized at fair value in the financial
statements of the Group. Fair value representartient for which an asset could be exchanged or a
liability settled between knowledgeable, willingrfies in an arm’s length transaction.

In the case of certain groups of financial asdetk] on the basis of the amount of the paymentitiue,
has been assumed that fair value is equal to bakievThis applies, in particular, to cash and cash
equivalents, current receivables and liabilitiesvat as other assets and liabilities.

As no quoted market price is readily availabletfa Bank’s customer loans, the presented fair value
of loans has been estimated at a high level usitegrial valuation techniques (DCF). Fair value of
non impaired loans is equal to the sum of futungeeted cash flows discounted to the balance sheet
date. The discounting rate is the sum of appropnadrket risk free rate and credit spread which
relates to default probability and expected recpvate adequate for each loan agreement. Faievalu
of impaired loans is equal to the sum of expectabveries discounted to the balance sheet date
using market risk free rate as the credit riskicorporated into the average expected recoveries.

The fair value of investment securities held to urit amounts to PLN 2 643 271 ths (as at
31.12.2004, PLN 5 003 823 ths.) and fair valueoahk to customers amounts to PLN 28 726 716 ths,
as at 31.12.2005.

Custodial activities

Custodial activity is done by an predominant endtythe Group on the basis of the decision of the
Securties and Exchange Commision.

The Bank offers custodial services on the basishef decision of the Securities and Exchange
Commission. The Bank’s clients include domestic &oréign financial institutions, banks offering
depository and investment services, insurance com@painvestment and pension funds, as well as
non-financial institutions. The Bank offers sendgdevolving settlement of transactions on domestic
and foreign markets, client's custody assets, ramiimtg securities and cash accounts, assets
valuation, and servicing dividend and interest pampts.

In 2005 the Bank achieved an over 33% increasss#ta under management. The most significant (
c.a. 42%) increase was reached in the domestistglsgment. The growth of assets under custody
was due to higher investment activity of cliefitarnover generated by clients in 2005 was 2 times
higher than in 2004 and number of transactioneased by 65%.

In 2005 the Bank signed a custody contract with reely created investment fund and first time
with investment fund with separated sub-investnfignds (so called umbrella).

Continues agreements with foreign financial ingtitus for the provision of custodial services bg th
Bank on the territory of Poland and lending of s&é@s in order to ensure the liquidity of
settlements. The Bank maintained the leading posiin the area of servicing depositary notes
programmes, servicing more than 50% of these pnoges.
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4. Information about segments of activity

Segmentation by industry is the primary segmentabiasis in the Group while segmentation by

assets location is supplementary.

The Group settles transactions between segmeniisthgy concerned unrelated entities — using
current market prices. Funds transfers between 'Bdmisiness divisions, providing services to retail
and corporate customers, and the treasury unhased on market prices with reference to the funds

currency and maturity.

Industrial sectors

Industrial sectors are as follows:

0 Retail banking — full-range of banking activity a&dd to retail clients and micro and small
companies with annual turnover not exceeding PLNnillon, and also income of the Group’s

companies consolidated under the full method, piiogi services to retail clients,

o Corporate banking — full-range of banking activigfated to medium and large companies, and
also income of the Group’s companies consolidateteuthe full method, providing services to

corporate clients,

0 Treasury and investment activities — Bank’s invateat in inter-bank market, in debt securities
and capital investments in companies, which arearprt of other segments, and also income of
the Group’s companies consolidated under the fathod and assigned to this activity.

The data on income and working assets and li@slif each industrial sector of the Group.

Year 2005

External interest income
External interest expense
Net external interest income
Internal interest income
Internal interest expense
Net internal interest income

Net interest income

Non interest income
Total income

Working assets*
Working liabilities*

* Bank only

Treasury and

Retail activity Cg(r:[t)i\c/)irt?te inves_tr_nent Total Group
activity

916 458 1572 944 1382372 3871774
422 298 963 791 135 261 1521 350
494 160 609 153 1247 111 2350 424
1352 569 820 823 (2173 392) -
458 941 1020 791 (1479 732) -
893 628 (199 968) (693 660) -
1387 788 409 185 553 451 2350 424
1502 642 415 022 145 215 2062 879
2890 430 824 207 698 666 4 413 303
9463 947 23766 392 26 738 455 59 968 794
29 524 861 18 431 155 2560 031 50 516 047

The data for the 2004 is not comparable to datalfer2005 as the Group applied the admissible
exemptions of IFRS 1 relating mainly to effectimerest rate and impairment charges.
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Year 2004

External interest income
External interest expense
Net external interest income
Internal interest income
Internal interest expense
Net internal interest income

Net interest income

Non interest income
Total income

Working assets*
Working liabilities*

* Bank only

Treasury and

Retail activity C;)(r:i)ieirt?te inves:tment Total Group
activity

852 776 1477715 1435 352 3765 843
483912 909 567 157 520 1550 999
368 864 568 148 1277 832 2214 844
1454 335 796 408 (2 250 743) -
453 757 998 676 (1 452 433) -
1000 578 (202 268) (798 310) -
1369 442 365 880 479 522 2214 844
1491 215 339 863 132 890 1963 968
2 860 657 705 743 612 412 4178 812
7 941 008 22 058 009 24 692 616 54 691 633
31 068 056 14 199 095 1679 834 46 946 985

Managerial model for budgeting and monitoring tlisibess lines is focused on total income. Costs
are managed centrally through dedicated units hochsion to business lines is not performed.

Segmentation by geographical region

The operating activity of the Pekao S.A. Group émaentrated in Poland through the network of
Bank Pekao S.A. branches and the Group’s companies.

In addition to Poland, the Group performs its atiés also in the following countries:

- France — through the branch of Bank Pekao S.Rairis,
- Ukraine — through the Bank Pekao Ukraine — sutagiccompany of Bank Pekao S.A.

Results generated by activities of the Group paréat outside Poland are insignificant in comparison
to the result of the whole Group.
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5. Interest income and expense

Interest income

2005 2004
Income on placements in other banks 285 402 252973
Income on other placements on money market 55 304 46 028
Income on loans to customers 2 465 467 2344 668
Income on investment securities 913 294 1 000 693
Income on financial assets valued at fair value through profit and 152 307 121 481
loss
Total 3871774 3765 843

Interest expense

2005 2004
Expense on other bank’s deposits 65 360 69 223
Expense on other deposits on the money market 107 545 71 700
Expense on customers’ deposits 971 670 972 370
Expense on other due to customers 329 789 363 957
Expense due to the amortization of premium on investment 46 310 48 963
securities
Expense on debt securities in issued 676 24 786
Total 1521 350 1550 999

Interest income for the 2005 includes income fronpaired financial assets in the amount of PLN
133 668 ths.

Total amount of interest income for the 2005, meagat amortized cost using the effective interest
rate method, with reference to financial assetswhre not valued at fair value through profit foas,
amounted to PLN 2 602 283 ths. Interest expendeulated at amortized cost using the effective
interest rate method, with reference to finandailities which are not valued at fair value thgbu
profit and loss, amounted to PLN 1 320 440 ths.

6. Fee and commission income and expense

Fee and commission income

2005 2004
Accounts maintenance 599 066 593776
Payment cards 360 605 333 063
Acquisition services 363 521 287 908
Credits and loans granted 153 583 193 466
Securities operations 147 311 129 546
Servicing of pension and investment funds 56 520 44 086
Guarantees and similar operations 15185 13117
Other 74 296 124 675
Total 1770 087 1719 637
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Fee and commission expense

2005 2004
Payment cards 125 748 120 865
Securities operations 24513 21 016
Acquisition services 8989 4012
Accounts maintenance 3402 2765
Management of pension funds 2443 2215
Other 18 008 12 242
Total 183103 163 115

7. Dividend income

2005 2004
Dividend income from the issuers:
Securities classified as held for trading 127 9
Securities classified as available for sale 221 -
Total 348 9

8. Result on financial instruments at fair value
a/ Result on assets and liabilities held for tradig

2005 2004
Derivative instruments (3 1306) (38 148)
Equity instruments 511 58
Debt instruments 94 679 97 673
Total 92 054 59 583

b/ Result on financial assets and financial liakiies at fair value through profit and loss

2005 2004
Debt instruments (27 093) (3 921)
Total (27 093) (3 921)
Total result on financial instruments valued at fair value
(atb) 64 961 55 662

Total change in the fair value of financial instents valued at fair value through profit and loss
established using valuation techniques (where tablkshed quotations were published on the active
market) in 2005 was PLN 2 746 ths. (in 2004: miRusl 34 630 ths. respectively).
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9. Result on investment securities

Realized result on assets and financial liabilitiesther than valued at fair value through profit
and loss

2005 2004

Realized profits

Financial assets available for sale 74113 14 404
Investments held to maturity 98 453
Total 74 211 14 857
Realized losses

Financial assets available for sale 37 567
Investments held to maturity 21 214
Total 58 781
Net realized profits 74 153 14 076

Change in the fair value of financial assets abldor sale recognized in 2005 directly in equity
amounted to PLN 140 172 ths (increase of equity2Q04 PLN 157 179 ths - increase of equity).

Profits and losses from financial assets moved®dbZrom equity to profit and loss account amounted
to PLN 74 076 ths PLN (profit) (in 2004, PLN 13 837s profit).

10. Changes in fair value - hedge accounting
The Bank Pekao S.A. capital group does not appligh accounting.

11. Other operating income and expenses

2005 2004

Other operating income

Revenue from sale of products and services 164 709 119 632
From the sale or liquidation of fixed assets, intangible assets 12 946 3516
and assets for disposal

From the recovered overdue, lost and written-off receivables 13 900 14 474
Received damages and penalties 2097 1474
Rent and other revenue 27 592 29 441
Recovered debt recovery expenses 3529 6 141
Release of provisions for the disputed and other receivables 3333 28 164
Awarded damages receivable - 30 000
Write-backs 4563 7051
Other revenue 52 307 67 602
Total 284 976 307 495
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Other operating expenses

Cost of goods and materials sold

From the sale and liquidation of the fixed assets, intangible assets,
and assets for sale

From the written off receivables

Paid damages and penalties

Donations made

Amortization of start-up costs

Debt recovery costs

Provision costs for disputed and other receivables
Depreciation of purchase cost of pension funds
Impairment charges on other assets

Other costs

Total

12. Overhead costs

Payroll/Employee benefits
including:
Wages and salaries
Insurance and other charges related with employees
Pension programs costs
due to defined contributions programs
Cost of share-based payments

Administrative costs
Depreciation and amortization
Taxes and charges

Annual Bank Guarantee Fund fee

Total
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2005 2004
107 675 102 419
4690 13 697
2524 5168
462 744
4732 4 247
2992 2995
13739 14 085
12748 11 710
16 907 17 171
9206 42 880
38 266 43 698
213 941 258 814
2005 2004
1211 539 1186 540
1023 497 987 256
174 611 192 934
1538 1550
11 893 4 800
777 880 776 346
322 891 322761
27 886 37 532
6 208 10 258
2 346 404 2333 437
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13. Net impairment losses on financial assets and netqvisions for guarantees and

commitments

Impairment charges

Impairment charges on loans

Impairment charges on financial lease receivables

Impairment charges on financial assets classified as available for
sale

Impairment charges on investments held to maturity
Impairment charges of the investments in the associate and joint
venture entities valued using the equity method

Impairment charges on other financial assets

Weritedowns on provisions

Provisions created for off-balance sheet liabilities
Total

Writebacks on impairment

Writebacks on impairment on loans

Writebacks on impairment on financial lease receivables
Writebacks on impairment on financial assets classified as available
for sale

Writebacks on impairment on investments held to maturity
Writebacks on impairment on investments in the associate and
joint venture entities valued using the equity method

Writebacks on provisions

Release of the provisions for off-balance sheet liabilities
Total

Net impairment charge
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2005 2004
1357 741 1280 577
43 200 41919
1160 452
191 316
9 8599
2086 7 684
54 899 59 830
1459 286 1399 377
1131 807 972 268
31813 22181
501 -
1783 316
742 -
55163 50 543
1221 809 1045 308
237 477 354 069
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14. Impairment

Year 2005

Impairment of the financial assets not valued at
the fair value through the profit and loss:
Financial instruments valued at cost (non
quoted equity instruments and linked
derivative instruments)
Financial assets available for sale valued at
fair value through equity.
Loans to clients and receivables from banks
valued at amortized cost
Financial lease receivables
Investments held to maturity valued at
amortised cost
Impairment of:
Tangible fixed assets
Investment real estate property
Intangible assets
Goodwill
Other intangible assets
Impairment of the investments in the associate
and joint venture entities valued using the equity
method
Other

Total

Impairme IAS 39 Impairment Increase Decrease Impairment Influence
nt Adjustments at the charges on the
at the beginning of Impairment Foreign Other Write off of Release of Foreign Other balance at profit and
end of period charges during exchange assets from the the exchange the end of loss
previous period differences balance sheet provisions differences the period statement
period
16 811 - 16 811 - 2646 - - - (1 438) (6 503) 11516 -
7709 - 7709 1160 - - - (501) - (744) 7 624 659
3780 452 287 504 4 067 956 1357741 51981 13 575 (78 839) (1131 807) (52 240) (263) 4228 104 225934
250 753 - 250 753 43 200 - - (22.727) (31 813) - - 239 413 11 387
1788 - 1788 191 - - - (1783) 32 - 164 (1592)
8529 - 8529 - - - - - (135) (20) 8 368 -
31775 - 31775 - - 15 - - (202) - 3588 -
1 - 1 250 - - - - - - 251 250
1 - 1 250 - - - - - - 251 250
- - - 9 - - - (742) - - (733) (733)
148 315 - 148 315 11 042 1690 4883 - (4 563) - (18 189) 143 178 6479
4218133 287 504 4 505 637 1413 593 56 317 18 473 (101 566) (1171 209) (54 047) (25 725) 4641473 242 384
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Impairment Increase Decrease Impairment Influence on the
Year 2004 at the Impairment Foreign Other Write off of assets Release of the Foreign Other charges profit and loss
beginning of charges during exchange from the balance provisions exchange balance at the statement
previous period differences sheet differences end of the
period period
Impairment of the financial assets not valued at
the fair value through the profit and loss:
Financial instruments valued at cost (non
quoted equity instruments and linked
derivative instruments) 20 974 - 2060 - - 171) (6 052) - 16 811 @171)
Financial assets available for sale valued at
fair value through equity. 13 088 452 - - (567) - - (5264 7709 452
Loans to clients and receivables from banks
valued at amortized cost * 3720 461 1280 577 10 626 1653 (109 411) (972 097) (105 780) (45 577) 3780 452 308 480
Financial lease receivables 260 839 41919 - - (29 824) (22181) - - 250 753 19 738
Investments held to maturity valued at
amortised cost 2068 316 - - - (316) (280) - 1788 -
Impairment of:
Tangible fixed assets 9950 1681 - 2561 - - (390) (5 273) 8 529 1681
Investment real estate property 4 366 - - - - - (591) - 3775 -
IntﬂﬂgiblC assets 1 - - - - - - - 1 -
Goodwill - - - - - - - - - -
Other intangible assets 1 - - - - - - - 1 -
Impairment of the investments in the associate
and joint venture entities valued using the equity
method - 8599 - - - - - (8599) - 8599
Other 120 338 48 883 - 5524 - (7 051) (1672) (17 707) 148 315 41832
Total 4152 085 1382427 12 686 9738 (139 802) (1001 816) (114 765) (82 420) 4218133 380 611
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Write-downs and write-backs related to impairmenloans, advances and other financial assetss
and impairment reverse are presented in the pnofitloss account under “Net impairment losses
on financial assets and provisions for guarantedscammitments”. Write-downs for depreciation
of other assets are presented under other opgretipenses, reversals of write-downs for
depreciation of other assets are presented unler gperating income.

15. Discontinued operations
In 2005 and 2004 the Group did not discontinuedarits operations.

16. Share of profit (loss) of associates and joint veute entities valued at the equity method

2005 2004

Entity name

Xelion. Doradcy Finansowi Sp. z 0. o (11 401) (11 111)
Pioneer Pekao Investment Management S.A. 51 811 36 080
Krajowa Izba Rozliczeniowa S.A. 6 460 7226
Central Poland Fund LL.C (3741) 872
Other entities 1108 3090
Total 44177 36 157

17. Income tax

Reconciliation between tax calculated by applying turrent tax rate to accounting gross profit
and the actual tax charge presented in the prafit@ss account.

2005 2004
Gross Profit 1873 599 1527 463
Tax at applicable tax rate at 19% 355 984 290 218
Tax effect of the permanent differences (17 237) (77 213)
Non taxable income (32 657) (38 838)
Non tax deductible costs 13 645 16 322
Impact of other tax rates applied under a different tax jurisdiction (1189) (4 722)
Impact of utilised tax losses (1491) (2 575)
Tax allowances not included in the profit and loss account 2 897 (45 671)
Other 1558 (1729)
Income tax 338 747 213 005

The applicable tax rate at 19% is the binding itaRd corporate income tax rate.
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The basic components of income tax charge preséntbé profit and loss account

Year 2005 Year 2004
Consolidated profit and loss account
Current income tax (426 285) (274 229)
Current tax charge (407 559) (270 770)
Adjustments related to the tax from previous years 683 4392
Other taxes (for example: withholding tax, income tax relating to foreign (19 409) (7 851)
branches)
Deferred income tax 87 538 61224
Due to the occurrence and reversal of timing differences 87 970 15 267
Due to the changes in the tax rates and new tax charges - 45 000
The amount of benefit resulting from not previously enclosed tax loss, tax (37) 957
relief or timing differences from previous years aiming at reducing the current
tax charge
The tax charge resulting from partial or entire write off or reversal of prior (395) -
write-offs of the deferred tax assets connected with the probability of taxable
income realisation
Tax charge disclosed in the consolidated profit and loss account (338 747) (213 005)
Deferred income tax (25 213) (30 302)
Due to the occurrence and reversal of timing differences (25213) (30 302)
Tax charge disclosed in the consolidated equity (25 213) (30 302)
Total (363 960) (243 307)
Deferred income tax assets/liabilities
Consolidated balance sheet Consolidated profit and loss
account
31.12.2005 31.12.2004 31.12.2005 31.12.2004
Deferred tax liability
Income receivable from the securities 139 540 221 693 (82 153) 17 168
Income receivable from the loans given 266 724 281 970 (15 247) (4 317)
Upward revaluation of the financial assets 101 243 68 572 9577 (41 209)
Accelerated depreciation 109 135 78 788 30 758 33119
Investment relief 9037 10 267 (1230) (5 810)
Other 14 178 7 503 6797 682
Gross deferred tax liability 639 857 668 793 (51 498) (367)
Deferred tax asset
Future costs related to securities 20972 14 118 6 854 8 682
Future costs related to deposits and loans received 229 669 249 876 (20 200) (16 991)
Unrealized losses on financial assets 102 683 87 030 17 772 (9 648)
Income received to be accounted for over time 61 390 25574 6 246 25 328
from the loans and current accounts
Costs due to the loan provisions charges 286 513 263 769 22744 63 589
Personnel costs provisions 57 448 51 782 5624 4 590
Accruals 7 862 1971 6321 (7712)
Uncovered losses from previous years 26 205 19 692 6513 (2114
Other 22 426 38 397 (15 828) (4 867)
Gross deferred tax assets 815 168 752 209 36 040 60 857
Deferred tax charge X X 87 538 61224
Net deferred tax assets 181 294 84 638 X X
Net provision for the deferred tax 5983 1222 X X
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The amount of the provision for the deferred tagspnted as at 31 December 2005 in the above
note includes PLN 5.982 thousand that is presentedsets held for sale. That is why the amount
of the provision for the deferred tax presentethebalance sheet is adequately lower and amounts
to PLN 1 thousand.

As at 31 December 2005 and 31 December 2004 there mo temporary differences related to
investments in subsidiaries, branches, affiliates] joint ventures, for which no deferred tax
liability was created due to meeting the conditiorwontrol the timing of reversal of the differeace
and existence of high probability that the diffeves will not reverse in a foreseeable future.

The amount of negative temporary differences, tilegetax losses, unused tax relieves, in relation
to which no deferred tax asset was recognized enbtalance sheet, along with the date those
differences will elapse is presented in the belalole.

Year when timing differences elapse Amount of difference Amount of difference
31.12.2005 31.12..2004

2005 - 71758
2006 68 893 54 013
2007 20 812 6293
2008 8 058 5985
2009 40 757 1851
2010 36 427 -
Perpetual - -
Total 174 947 139 900

18. Earnings per share
Base earnings per share

Base earnings per share is calculated on the bagpi®fit attributable to ordinary shareholders of
the holding company by dividing their respectiveofits by the average weighted number of
ordinary shares listed during a given period.

Earnings per share

2005 2004
Net profit attributed to ordinary shareholders (ths PLN) 1537712 1317991
Weighted average number of ordinary shares in the period 166 481 687 166 261 457
Earnings per each share (PLN per share) 9,24 7,93

Diluted earnings per share

Diluted earningger share is calculated based on the respectifi pf@rdinary shareholders of
the holding company by dividing the profit of susthareholders by the average weighted number of
ordinary shares listed during a given period, @dpidy all potentially diluting ordinary shares.

There are diluting instruments in the Group in tben of convertible bonds. For calculation
purposes, it is assumed that those will be condénte shares.
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2005 2004

Net profit attributed to ordinary shareholders (ths PLN) 1537 712 1317 991
Weighted average number of ordinary shares in the period 166 481 687 166 261 457
Adjustments to the number of shares for the purpose of 77253 -
calculating the diluted profit

Weighted average number of ordinary shares for the 166 558 940 166 261 457
calculation of diluted profit

Diluted profit per each share (PLN per share) 9,23 7,93

19. Dividends paid and proposed for payment

Bank Pekao S.A. prepares a separate financiahstatein compliance with IFRS and the net profit
recognized in that statement is divided.

Dividends declared after the balance sheet datea@reecognized as liabilities existing as of the
balance sheet date.

During the ordinary Shareholders Meeting of Bankd®eS.A. on 5 April 2005 a resolution was
made to pay out dividends for 2004 in the amourRldfl 6,40 per share.

The Management Board of Bank Pekao S.A. will prepaslividend to be paid out of net profit for
the year ended 31 December 2005 in amount of PUN @er share subject to further approval of
the Shareholders.

The amount of the dividend tax resulting from tliddi&nds proposed by the Bank’s Management
Board amounts to PLN 1,41 per share, (on the 8h4i8% dividend tax rate), except for dividends
due to shareholders taxed by lower tax rates eexaxnpted.

20. Cash and amounts due from Central Bank

31.12.2005 31.12.2004
Cash 1109 965 1 081 349
Current account in the Central Bank 1 078 090 1474 673
NBP bonds * 1313116 1313120
Interests 70 355 64 524
Other funds 3265 5609
Total 3574 791 3939 275

(*) The NBP bond is a non-quoted debt securithwmaturity on I March 2012, issued in relation
to reduction of the obligatory reserve rate. Thadis not included under “cash” in the statement
of cash flows.

In the course of the day the Bank may use fundhiénmandatory reserve account for ongoing
payments pursuant to an instruction submitted ¢éoNhtional Bank of Poland. It must, however,
ensure that the average monthly balance in suabuatE comply with the requirements described
in the mandatory reserve declaration.

Funds in the mandatory reserve account bear interése amount of 0.9 of the rediscount rate for
bills of exchange amounts as of 31 December 2005%.As of 31 December 2005 this interest
amounted to 4,28%.
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21. Amounts due from banks

31.12..2005 31.12.2004
Current account 827 601 1432 951
Deposits in other banks 4894183 3608 831
Loans given 635 909 407 628
Unlisted securities 1127 7203
Repo transactions 588 381 486 093
Funds in transit 71 118 60 440
Interest 32 801 34 745
Total 7 037 604 6 037 891
Provision for the impairment of receivables (85 094) (76 414)
Total net 6 966 026 5961477

The variable interest rate due from banks amoun®LIN 6 228 859 ths. (as of 31.12.2004: PLN
4 584 298 ths.), fixed interest rate due from baark®unts to PLN 718 342 ths. (as of 31.12.2004:
PLN 1 358 408 ths.).

Receivables from banks according to maturities

According to remaining residual maturities at the kalance sheet date

31.12.2005 31.12.2004

Current accounts 827 601 1432951
Term deposits by the repayment period:

up to 1 month 4019 884 2 641 887

from 1 to 3 months 626 075 639 901

from 3 months to 1 year 1184 883 841 273

from 1 to 5 years 170 616 300 482

above 5 years 38 598 -

receceivables after the due date 79 544 86 212
Funds in transit 71 118 60 440
Interest 32 801 34 745
Total 7 051 120 6 037 891
Provision for the impairment of receivables (85 094) (76 414)
Total net 6 966 026 5961477

22. Financial assets held for trading
31.12.2005 31.12.2004

Debt securities 2499 216 3191 953
- issued by the State Treasury 2 483 094 3191953
- issued by non-financial entities 16 122 -
Stock and shares in other entities 3150 3738
- listed in the stock exchange 3150 3718
- not listed - 20
Other financial instruments - 80
Total financial assets held for trading 2 502 366 3195771
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31.12.2005 31.12.2004
(%o) (%o)
Average Average
yield yield

Fixed interest debt securities
Treasury bills 387 407 431 996 553 6,59
Treasury bonds 1499 968 4,58 2012 861 6,51
Treasury bonds— RP Eurobonds (EUR 53 692 3,41 36012 3,82
denominated)
Treasury bonds— RP Eurobonds (USD 18 451 5,00 715 4,70
denominated)
Polish Brady (,,London Club”) bonds 13 455 4,82 9089 5,13
Foreign government bonds (USD denominated) 9945 4,37 - -
Other securities issued by the non - financial entities 16 122 4,73 - -
Total fixed interest debt securities 1999 040 4,50 3055 230 6,50
Variable interest debt securities
Treasury bonds 451 417 4,27 135012 6,23
Treasury bonds — RP Eurobonds (EUR 48 759 2,52 957 2,23
denominated)
Treasury bonds — RP Eurobonds (USD - - 754 2,93
denominated)
Total variable interest debt securities 500 176 4,10 136 723 6,18
Total debt securities held for trading 2499 216 3191953
Stock and shares in other entities 3150 3738
Other financial instruments - 80
Total securities held for trading 2 502 366 4,42 3195771 6,49
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Financial assets held for trading according toduesi maturities:

31 December 2005

Debt securities
- issued by the State Treasury
- issued by non-financial entities

Shares and stock in other
entities

- listed on the stock exchanges
- not listed

Total

Including interest

- up to 1 month

- between 1 and 3

- between 3 months

- between 1 and 5

- above 5 years Undefined Total
months and 1 year years maturity
Book  Average  Book  Average  Book = Average  Book < Average  Book = Average  Book value Book  Average
value yield. value yvield. value yield. value yield. value yield. value yield.
(%) (%) (%) (%) (%) (%)
62 964 4,30 208 481 4,30 753 343 4,11 980 770 4,60 477 536 4,61 - 2483094 4,42
10 052 4,72 6070 4,74 - - - - - - - 16 122 4,73
- - - - - - - - - - 3150 3150 -
73 016 4,36 214 551 4,31 753 343 4,11 980 770 4,60 477 536 4,61 3150 2502 366 4,42
- 226 10 092 20 048 7215 37 581
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Financial assets held for trading according to mizs:

31 December 2004

Debt securities
- issued by the State Treasury

Shares and stock in other
entities

- listed on the stock exchanges
- not listed

Other financial instruments
Total

Including interest

- between 1 and 3

- up to 1 month - between 3 months - between 1 and 5 - above 5 years Undefined Total
months and 1 year years maturity
Book Average  Book Average  Book Average  Book Average  Book Average  Book value Book  Average
value yield. value yvield. value yield. value yield. value yield. value yield.
(%) (%) (%) (%) (%) (%)

207 008 6.60 526 596 6.61 1565840 6.65 820 194 6.23 72 315 475 - 3191953 6.49
B B B B B B B B B B 3718 3718 B
B B B B B B B B B B 20 20 B
B B B B B B B B B B 80 80 B

207 008 6,60 526 596 6,61 1565840 6,65 820 194 6,23 72 315 4,75 3818 3195771 6,49
- 3433 9788 25 654 1940 - 40 815
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23. Derivative financial instruments
Derivatives used by the Group

In its operations the Group uses different finandexivatives for managing the risk involved in the
Group’s business. The majority of derivatives usgdhe Group include over-the-counter contracts.
Regulated stock exchange contracts (mainly futuegglesent a small part of those derivatives.

Derivative foreign exchange transactions includeegiobligation or right to purchase or sell foreig
and domestic currency assets. Forward operati@ensamed on the exchange rate specified during the
transaction for a predefined date in the futuree Wroup concludes forward transactions to manage
its foreign exchange position and to satisfy itstomers’ demand for hedging future foreign currency
payments. These transactions are measured usinisttminted cash flow models.

Foreign exchange swaps combine the exchange afismeorencies as of the spot date and a reverse
transaction as of the forward date, with the exgbaiates specified in advance during the conclusion
of the contract. While those transactions are bagwpunted funds are transferred. Foreign exchange
swap transactions are mostly concluded in the gsoé managing the Group’s currency liquidity.
These transactions are measured using the discbcasd flow models.

Foreign exchange options are contracts where ottegfarties, the option buyer, purchases from the
other party, the option issuer, at a so-called pramprice, the right without the obligation to bay

sell at a specified point in the future, or durigpecified time range, a foreign currency amount
specified in the contract at the exchange ratedseinhg the conclusion of the option. Foreign
exchange options concluded by the Group are owecdlinter contracts, concluded with the Group’s
customers in order to hedge the risk involved ituriel foreign currency payments. The Group acts
both as option issuer and buyer. These transadijpesThat type transactions are measured using the
Garman-Kohlhagen option measurement models.

Derivatives relating to interest rates enable theu@ and its customers to transfer, modify or limit
the interest rate risk.

Interest rate swaps are contracts where partiep dvedween themselves interest cash flows
calculated on a specified nominal value of the basgument. In a typical swap contract, fixed rate
interest flow will be swapped for a floating rateadrest flow. Both flows will be calculated on the
basis of the same nominal value of the base instntymvith no actual funds being transferred during
the swap of the base instrument. These transadiipasare measured using the discounted cash flow
models.

Forward Rate Agreements involve both parties uadtaryy to pay interest on a predefined nominal

amount, for a specified period starting in the fetand charged according to the interest rate
determined on the day of the agreement. As thes bassettlements, the Parties will use the interes

rate difference, which will be in proportion to theminal amount of the agreement and difference
between the FRA rate (term rate as of the datdetransaction) and the reference rate applicable
two business days before the settlement date. Thassactions type are measured using the
discounted cash flow models.

Cross currency IRS involves both parties swappapital and interest flows in different currencies i
a specified period. Such transactions are useithtierest rate and foreign exchange risk management.
These transactions type are measured using theudisd cash flow models.

Forward transactions on securities are based @egof securities defined at the conclusion of the
transaction for a specified date in the future. T®up uses securities forward transactions to
manage its investment portfolio and to satisfy comr demand. These transactions type are
measured using the discounted cash flow models.

Stock options, stock market indexes and priceseéstment fund units are contracts where one of
the Parties, the option buyer, purchases from tier party, the option issuer, at a so-called puemi
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price, the right without the obligation to buy @llsa specific base instrument (shares, share marke
indices, investment fund units or their basketshgtrice specified during the conclusion of the

option. The Group uses such transactions to masegrities risk and to satisfy customer demand.
These transactions type are measure using thedexddslack-Scholes model or in based on available
price from dealer, quoted on active market, to WiBank has immediate access .

Interest rate futures transactions refer to statiged forward contracts purchased on stock markets
order to ensure protection against the interestrrsk involved in the securities portfolio owned.

Futures for stock market indices and shares ar¢ramis listed on the Warsaw Stock Exchange.
Contracts for indices refer to transactions bagedtODWIG indices. These contracts are valued at
direct quotations from Stock Exchange.

Warrants are securities issued by the companytiegtihe holder to subscribe to a specified number
of shares at a predefined price. They are listedtook exchanges and do not give the holder any
entitlements to vote in Shareholders Meetings. & lasitracts are valued at direct quotations from
Stock Exchange

Derivatives embedded in other instruments

The group uses derivatives embedded in complexdiahinstruments, i.e. such as including both a
derivative and base agreement, which results it gfathe cash flows of the combined instrument
changing similarly to cash flows of an independdstivative. Derivatives embedded in other
instruments cause part or all cash flows resultinogh the base agreement to be modified as per a
specific interest rate, price of a security, foregxchange rate, price index or interest rate index

Brady bond options are derivatives embedded innisalasheet financial instruments. In this case,
embedded financial instruments are closely reldgtedhe base contract and thus the embedded
derivative does not need to be isolated or receghémd measured separately.

Derivatives are also embedded in deposit agreeménésBank has deposits on offer which include
embedded derivatives. Such derivatives are nothkjr hature closely related to their respective
deposit agreements. The instrument is isolatedctassified in the portfolio to be traded and it is
subject to measurement. The measurement of thitunmsnt is recognized in the profit and loss
account. Embedded derivatives are also option fares, markets shares index, unit price of
investment funds and currency options.

Options for shares, markets shares index and puigé of investment funds measured in basis on
spread Black-Scholes model or basis on availabte from dealer, quoted on active market which
the Bank has immediate access.

Currency option are measured in based on the Gakunhthagen model.

The Group analyzed the loan agreement portfolio thedordinary agreement portfolio in order to
isolate embedded derivatives and decided that agements do not require isolation and separate
treatment of embedded instruments.

Risk involved in financial derivatives

Market risk and credit risk are two main categoaéderivatives-related risk.

At the beginning, financial derivatives usually baa small market value or no market value at all.
This is due to the fact that derivatives requireimial net investment or require only minor net
investments as compared with other agreements whkiatt to changes in market conditions in a
similar way.

Derivatives gain positive or negative value as sulteof change in specific interest rates, prices o
securities, prices of commodities, currency exclkargges, price index, credit standing or credit
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index, or another market parameter. This resulideinvatives becoming more or less advantageous
than instruments with similar residual maturity ifalale on the market at the same time.

Credit risk related to derivative contracts is deptial cost of concluding a new contract on the
original terms and conditions if the other partythe original contract fails to meet its obligagomn
order to assess the potential cost of replacenttemtGroup uses the same method as for credit risk
assessment. In order to control its credit rislkelevthe Group performs assessments of other obntra
parties using the same methods as for of credisides.

Credit risk involved in derivatives is presentedNiote 3.

The following tables present nominal amounts ofaficial derivatives and fair values of such
derivatives. Nominal amounts of certain financiratiuments are used for comparison with balance
sheet instruments, but need not necessarily irelighat future cash flow amounts will be or what the
current fair value of such instruments is, anddfae do not reflect the Group’s credit or pricgkri
level.

Derivatives become advantageous (assets) or distdysous (liabilities) due to fluctuations of
market interest rates, indices, or foreign exchaatgs as compared with their terms.
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Financial derivatives as of 31 December 2005

Nominal values of base instruments and fair valuefdinancial derivatives:

-uptol - between 1 - between 3 -1-5years above 5 years Total Fair value Fair value
month and 3 months  months and 1 (negative) (positive)
year

Cutrrency transactions

Currency swaps 4366983 2077 942 1682893 - - 8127 818 (21 089) 40 203
Currency purchase 2187785 1038718 859 678 - - 4086 181
Currency sale 2179 198 1039 224 823 215 - - 4041 637

Cutrency forward contracts 2762259 2 631 206 3047 737 7787 - 8 448 989 (73 991) 49 689
Currency purchase 1378 857 1317 667 1508 535 3927 - 4208 986
Currency sale 1383 402 1313539 1539 202 3 860 - 4240 003

Currency options 1413292 1834 338 4670 850 78 076 - 7996 556 (47 923) 47 923
Purchase 706 646 917 169 2335425 39 038 - 3998 278
Sale 706 646 917 169 2335425 39 038 - 3998 278

Cross Currency IRS - - 15 878 259 555 947 016 1222 449 (18 800) 18 988
Purchase - - 7939 129 780 473 508 611 227
Sale - - 7939 129 775 473 508 611222

Interest rate transactions

Interest rate swaps (IRS) 980 998 2074 764 5181 399 12323 455 2963 854 23 524 470 (432 035) 324 019
Purchase 665 499 1175 000 3220 670 6537 757 2063 321 13 662 247
Sale 315 499 899 764 1 960 729 5785 698 900 533 9 862 223

Forward Rate Agreement (FRA) - 600 000 14 400 000 - - 15 000 000 (3 818) 3941
Purchase - 300 000 7250 000 - - 7 550 000
Sale - 300 000 7150 000 - - 7 450 000
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Nominal values of base instruments and fair valuefdinancial derivatives:

Interest rate transactions
Futures for debt securities

Purchase
Sale

Other transactions
Securities forward

Purchase

Sale
Stock futures

Purchase
Sale
Options related to equity securities

Purchase
Sale

Warrants
Purchase
Sale

Total derivative instruments

-up to 1 - between 1 - between 3 -1-5years above 5 years Total Fair value Fair value
month and 3 months  months and 1 (negative) (positive)
year
- 5474 18 629 - - 24103 - -
- - 516 - - 516
- 5474 18113 - - 23 587
321 377 - - - - 321 377 (176) 154
184 437 - - - - 184 437
136 940 - - - - 136 940
- 3522 1043 - - 4 565 - -
- 561 196 - - 757
- 2961 847 - - 3808
- - - 511 747 - 511 747 (9 857) 14 373
- - - 256 075 - 256 075
- - - 255672 - 255672
- - - 151 - 151 - -
- - - 151 - 151
9 844 909 9 227 246 29 018 429 13 180 771 3910 870 65 182 225 (607 689) 499 290
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Financial derivatives as of 31 December 2004

Nominal values of base instruments and fair valuefdinancial derivatives:

-uptol - between 1 - between 3 -1-5years above 5 years
month and 3 months  months and 1
year
Cutrrency transactions
Currency swaps 7104 346 849 215 1752055 - -
Currency purchase 3540 875 426 800 882 078 - -
Currency sale 3563 471 422 415 869 977 - -
Currency forward contracts 2267 284 882 644 1498 734 127 570 -
Cutrency purchase 1126 896 437 763 744 134 68 411 -
Currency sale 1140 388 444 881 754 600 59 159 -
Currency options 278 114 528 620 579 010 - -
Purchase 139 057 264 310 289 505 - -
Sale 139 057 264 310 289 505 - -
Cross Currency IRS 171 080 - - 114 220 662 616
Purchase 85 540 - - 57 112 331 308
Sale 85 540 - - 57 108 331 308
Non Delivery Forward 17 870 37 040 - - -
Purchase 8 935 18 520 - - -
Sale 8935 18 520 - - -
Exchange rate futures _ 72 103 _ _
Purchase - 72 41 - -
Sale - - 62 - -
Interest rate transactions
Interest rate swaps (IRS) 608 158 44 147 2172910 7 093 594 1566 024
Purchase 404 079 25068 1122772 3 833 327 1056 024
Sale 204 079 19 079 1 050 138 3260 267 510 000
Forward Rate Agreement (FRA) 1 850 000 4300 000 4 745 000 - -
Purchase 1 050 000 2 600 000 2 300 000 - -
Sale 800 000 1700 000 2 445 000 - -
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Total

9705 616
4849 753
4 855 863
4776 232
2377 204
2399 028
1385 744
692 872
692 872
947 916
473 960
473 956
54 910

27 455

27 455
175

113

62

11 484 833
6 441 270
5043 563

10 895 000
5950 000
4945 000

Fair value
(negative)

(201 235)

(63 247)

(14 376)

(82 560)

(2 128)

(246 383)

(8 624)

Fair value
(positive)

197 871

46 419

14 376

74 895

2128

155 526
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Nominal values of base instruments and fair valuefdinancial derivatives:

Interest rate transactions
Futures for debt securities

Purchase
Sale

Other transactions
Securities forward

Purchase

Sale
Stock futures

Purchase
Sale
Futures for stock Exchange indexes

Purchase
Sale
Options related to equity securities

Purchase
Sale

Warrants
Purchase
Sale

Total derivative instruments

-up to 1 - between 1 - between 3 -1-5years above 5 years Total Fair value Fair value
month and 3 months  months and 1 (negative) (positive)
year
- 45 653 - - - 45 653 - -
- 45 653 - - - 45 653
371532 - - - - 371 532 (228) 273
192 979 - - - - 192 979
178 553 - - - - 178 553
- 3119 480 - - 3599 - -
- 3119 480 - - 3599
- 35 - - - 35 - -
- 35 - - - 35
- - - 322328 - 322 328 (4 902) 4 832
- - - 160 000 - 160 000
- - - 162 328 - 162 328
- - - 151 - 151 - -
- - - 151 - 151
12 668 384 6 690 545 10 748 292 7 657 863 2228 640 39993 724 (623 683) 503 482
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24. Other financial instruments at fair value through profit and loss

Debt securities

- issued by other financial entities
- issued by non-financial entities
- issued by the State Treasury

Total other financial instruments at fair value

through the financial result

Fixed interest debt securities

Treasury bonds — RP Eurobonds (EUR
denominated)

Treasury bonds — RP Eurobonds (USD
denominated)

Other securities issued by the financial entities
(USD denominated)

Other securities issued by the financial entities
(EUR denominated)

Other securities issued by the non - financial
entities (EUR denominated)

Total fixed interest debt securities

Total debt securities at fair value through
profit and loss

31.12.2005 31.12.2004
767 892 741 528
- 21 842
1013425 573 351
1781 317 1336 721
31.12.2005 31.12.2004
(%) (%)
Average Average

yield yield
466 586 3,63 181 755 3,83
546 839 4,95 391 596 4,58
732 015 5,01 703 174 4,24
35877 411 38 354 3,37
- - 21 842 3,37
1781 317 461 1336721 4,24
1781 317 4,61 1336721 4,24
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Other financial instruments at fair value throughbfjp and loss according to residual maturities:
31 December 2005 - up to 1 month - between 1 and 3 - between 3 months -1-5years above 5 years Undefined Total
months and 1 year maturity

Book value Average Book value Average Book value Average Book value Average Book value Average Book value Book value Average

yield. yield. yield. yield. yield. yield.
(%) (%) (%) (%) (%) (%)

Debt securities
- issued by other financial
entities - - - - 35 877 4,11 732 015 5,01 - - - 767 892 4,97
- issued by the State Treasury - - - - - - - - 1013 425 4,34 - 1013 425 4,34
Total - - - - 35877 4,11 732 015 5,01 1013 425 4,34 - 1781 317 4,61
Including interest - - 1482 8059 27 484 - 37025

Other financial instruments at fair value throughbfjp and loss according to residual maturities:
31 December 2004 - up to 1 month - between 1 and 3 - between 3 months -1-5years above 5 years Undefined Total
months and 1 year maturity

Book value Average Book value Average Book value Average Book value Average Book value Average Book value Book value Average

yield. yield. yield. yield. yield. yield.
(%) (%0) (%0) (%) (%) (%0)

Debt securities
- issued by other financial
entities - - - - - - 741 528 420 - - - 741 528 420
- issued by other non -
financial entities - - - - - - 21 842 337 - - - 21 842 337
- issued by the State Treasury - - - - - - - - 573 351 434 - 573 351 434
Total - - - 763 370 4,17 573 351 4,34 - 1336721 4,24
Including interest - - - 9 188 17 466 - 26 654
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25. Loans and advances to customers

31.12.2005 31.12.2004
Loans 31 268 403 28012 284
Payment cards receivables 118 571 84 416
Purchased receivables 723123 709 513
Realized guarantees and commitments 44 812 40 833
Unlisted securities 96 657 565 779
Repo transactions - 388 919
Receivables in transit 138 8 627
Interest 126 552 130 009
Total 32 378 256 29 940 380
Impairment provisions (4 154 5206) (3 720 849)
Total net 28 223 730 26 219 531
As of 31 Gross value Gross value Individual Collective Total net Fair value
December 2005 of not - of impaired impairment impairment value
impaired loans charges charges*
loans
Loans given to
state budget
entities 2571 760 12 458 (10 000) (18 119) 2556 099 2 546 850
non-banking
financial entities 728 561 65 532 (21 657) (58 832) 713 604 620 158
non-financial
entities 16 661 722 4139 639 (1 735 420) (1 494 248) 17 571 693 17 703 255
general public
7 092 816 979 216 (35 160) (781 090) 7 255 782 7 729 901
Interest 126 552 - - - 126 552 126 552
Total 27 181 411 5196 845 (1802 237) (2 352 289) 28 223 730 28 726 716

* Includes the estimated impairment for losses incurred but not reported (IBNR)

Following the exemption allowed by IFRS 1 the Gralges not present the comparative
datarelated to loans and advances to customers.

Fixed interest rate loans and lending facilitieteaged to customers as of 31 December 2005
represented 10,88 % % of the total loans and aegpartfolio or PLN 3 508 683 ths.

Changes in impairment balances in the reportindgogerended 31 December 2005 and 31
December 2004 are presented in the Note 14.
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26. Net investments in financial leases and other leagansactions

Net investmentsin financial leases

The Group runs its lease operations through itsidigry, Pekao Leasing Sp. z 0.0. The Group
acting as a lessor in the financial leases emhbganiainly means of transport, machines and

equipment.

The value of gross lease investments and minimasel@ayments were, respectively:

31.12.2005 Gross leasing investment Present value of
minimum lease
payments
Up to 1 year 705 038 504 290
Between 1 and 5 years 547 876 547 877
Above 5 years 37 669 37 669
Total 1290 583 1089 836
Unrealized financial revenue (305 279)
Net leasing investment 985 304
Non-guaranteed end value to the leassor -
Present value of minimum lease payments 1089 836
Provisions value (239 413)
Balance sheet value 745 891

31.12.2004

Gross leasing investment

Present value of
minimum lease

payments
Up to 1 year 693 083 480 313
Between 1 and 5 years 355 584 295 314
Above 5 years 24743 22 450
Total 1073 410 798 077
Unrealized financial revenue (275 333)
Net leasing investment 798 077
Non-guaranteed end value to the lessor -
Present value of minimum lease payments 798 077
Provisions value (250 753)
Balance sheet value 547 324

Other lease transactions

Receivables related to operating leases

The Bank is the lessor of buildings representirgitivestment properties under the operating lease
agreements.
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The amount of future minimum lease payments exgdetiiebe received under non-cancellable
operating leases can be summarized as follows:

31.12.2005 31.12.2004
Below 1 year 3940 4181
From 1 to 5 years 3179 4582
Over 5 years 2300 2 848
Total 9419 11611

Lease transactions concluded by the Group expgseriarily to foreign exchange risk, credit risk
and cash flow risk related to interest rates. Fif@rinstruments risk management procedures are
standardized throughout the Group. They are de=ttiibNote 3.

27. Investment securities

31.12.2005 31.12.2004
Securities available for sale 11 903 433 10114 193
Debt securities 11 899 670 10 060 705
- issued by central banks 87 631 -
- issued by other banks 45 535 120 270
- issued by other financial entities 32 940 28 918
- issued by non financial entities 396 078 395 322
- issued by the State Treasury 10 830 636 8 952 457
- issued by local governments 506 850 563 738
Stock and shares in other entities 3646 53312
Other financial instruments 117 176
Securities held to maturity 2588 038 4931761
- issued by central banks 193 155 -
- issued by other financial entities 60 180 60 439
- issued by the State Treasury 2334703 4836 513
- issued by local governments - 34 809
Total investment securities gross 14 491 471 15 045 954
Impairment of securities available for sale (535) (7 709)
Impairment of securities held to maturity (164) (1788)
Total investment securities net 14 490 772 15 036 457
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Changes in investment securities

Securities available for sale

Balance at the beginning of the period
Increase(purchase)

Decrease (sale and redemption)
Impairment charges during period
Changes in the fair value

Exchange rate differences

Other

Balance at the end of the period
Securities held to maturity

Balance at the beginning of the period
Increase(purchase)

Decrease (sale and redemption)
Impairment charges during period
Changes in the fair value

Exchange rate differences

Other

Balance at the end of the period

Total investment securities net
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31.12.2005 31.12.2004
10 106 484 9511 577
43136 946 14 621 217

(41 651 387) (13 664 727)
(659) (452)

132 983 162 990
134 465 (519 549)

44 066 (4572)

11 902 898 10 106 484
4929973 8501 853
6 141 280 5717 306
(8 612 798) (9 449 877)
1592 -

31 4272

9 796) (58 018)

137 592 214 437
2587 874 4929973
14 490 772 15 036 457
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Securities available for sale

Fixed interest debt securities

NBP bills

Treasury bills

Treasury Bonds

Polish Brady (,,London Club”) bonds

Foreign government bonds (HUF denominated)
Foreign government bonds (USD denominated)
Other securities issued by other banks

Other securities issued by financial entities
Other securities issued by non - financial entities
Other securities issued by non - financial entities
(USD denominated)

Total fixed interest debt securities

Variable interest debt securities

Treasury Bonds

Treasury Bonds — RP Eurobonds (EUR denominated)
Treasury Bonds — RP Eurobonds (USD denominated)
Foreign government bonds (EUR denominated)
Local authorities bonds

Other securities issued by other banks (USD
denominated)

Other securities issued by financial entities (EUR
denominated)

Other securities issued by non - financial entities
Total variable interest debt securities

Total debt securities available for sale
Stock and shares in other entities
Other financial instruments

Total securities available for sale

Securities held to maturity

Fixed interest debt securities

NBP bills

Treasury bills

Treasury Bonds

Treasury Bonds — RP Eurobonds (EUR denominated)
Other securities issued by financial entities (USD
denominated)

Other securities issued by financial entities (EUR
denominated)

Total fixed interest debt securities

Variable interest debt securities

Treasury Bonds

Foreign governments bonds (EUR denominated)
Local authorities bonds

Total variable interest debt securities

Total debt securities held to maturity
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31.12.2005 31.12.2004
(%) (%)
Average Average
yield yield
87 631 4,50 - -
212174 4,30 745 037 6,54
7 064 487 474 5984221 6,34
464 037 4,85 401 908 5,02
390 281 6,87 163 636 8,27
800 911 4,35 340 785 3,59
45535 4,24 44 982 7,04
- - 28918 6,84
116 942 4,74 115 957 6,59
2806 5,14 - -
9 184 804 479 7825444 6,22
757 079 4,51 122 448 6,48
- - 143 089 2,23
1107 317 483 1014116 2,93
34 349 2,90 37217 3,58
506 850 5,04 563 738 7,27
- - 75 288 1,70
32940 2,71 - -
276 331 4,89 279 365 7,19
2714 866 4,74 2235261 4,54
11 899 670 10 060 705
3111 45 603
117 176
11 902 898 4,77 10106 484 5,85
31.12.2005 31.12.2004
%) (%)
Average Average
yield yield
193 155 4,50 - -
- - 1046463 6,88
1966 553 825 3397973 7,91
160 596 5,69 169 486 5,69
23308 7,94 21 369 7,94
36 872 6,38 37 282 6,88
2380 484 7,74 4672573 7,59
199 757 4,62 214 342 7,04
7 633 2,90 8249 3,95
- - 34 809 2,95
207 390 4,55 257 400 6,39
2 587 874 7,47 4929973 7,53
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Securities available for sale according to matesiti

31 December 2005

Debt securities

- issued by central banks

- issued by other banks

- issued by other financial
entities

- issued by non financial
entities

- issued by the State

Treasury

- issued by local
governments

Shares in other entities
- listed

- not listed

Other financial instruments

Total

Including interest

- up to 1 month - between 1 and 3 - between 3 months -1-5years above 5 years Undefined Total
months and 1 year maturity
Book value Average Book value Average Book value Average Book value Average Book value Average Book value Book value Average
yield. yield. yield. yield. yield. yield.
(%) (%) (%) (%) (%) (%)

87 631 4,50 - - - - - - - - - 87 631 4,50
- : : : 45535 424 : : : : : 45535 424
- - - - - - 32940 2,71 - - - 32940 2,71
- - - - - - 119 747 4,75 276 331 4,89 - 396 078 4,85
212174 4,30 215944 4,07 1880 270 4,41 6 086 340 4,81 2435908 5,04 - 10 830 636 4,77
- - 157 4,93 94 178 4,56 387 106 5,15 25 409 5,17 - 506 850 5,04
: - - - - - - - - - 3111 3111 :
- - - - - - - - - - 117 117 -
299 805 4,36 216 101 4,07 2019 983 4,42 6 626 133 4,82 2737 648 5,03 3228 11 902 898 4,77

- 15 051 16 834 122 616 33 642 188 143
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Securities available for sale according to matesiti

31 December 2004

Debt securities

- issued by other banks

- issued by other financial
entities

- issued by non financial
entities

- issued by the State

Treasury

- issued by local
authorities

Shares in other entities
- listed

- not listed
Other financial
Total

Including interest

- up to 1 month - between 1 and 3 - between 3 months -1-5years above 5 years Undefined Total
months and 1 year maturity
Book value Average Book value Average Book value Average Book value Average Book value Average Book value Book value Average
yield. yield. yield. yield. yield. yield.
(%) (%) (%) (%) (%) (%)

- - 4974 6,74 94 920 2,73 20 376 7,46 - : : 120 270 3,70
28 918 6,84 - - - - - - - - - 28 918 6,84
2788 6,83 6158 6,83 - - 107 011 6,57 279 365 7,19 - 395 322 7,01
34179 6,57 172 689 6,81 2231 884 6,69 3879 082 5,94 2634 623 4,63 - 8 952 457 5,76
- - - - 84 917 6,50 428 592 7,38 50229 7,65 - 563 738 7,27
. . . . . . . . . . 45 603 45 603 .
. . . . . . . . . . 176 176 .
65 885 6,71 183 821 6,81 2411721 6,53 4 435 061 6,11 2964 217 4,93 45779 10 106 484 5,85

- 12 071 8148 78 432 19 742 118 393
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Securities held to maturity according to matusitie

31 December 2005

Debt securities
- issued by central banks

- issued by other financial entities

- issued by the State Treasury

Total

Including interest

- up to 1 month -between 1 and 3 - between 3 months -1-5years above 5 years Undefined Total
months and 1 year maturity
Book Average Book  Averag  Book Average Book  Average Book Average  Book value  Book value Averag
value yield. value  evyield.  value yield. value  yield. value yield. e yield.
(%) (%) (%) (%) (%) (%)

193 155 4,50 - - - - - - - - 193 155 4,50
- - - - 36 872 6,88 23 308 7,94 - - 60 180 7,29
- - 26 936 6,23 2120899 7,94 26 108 4,04 160 596 5,68 2334539 7,72

193 155 4,50 26 936 6,23 2157771 7,92 49 416 5,88 160 596 5,68 2 587 874 7,47
- 1881 33 345 944 7 468 43 638
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Securities held to maturity according to maturities

31 December 2004 - up to 1 month -between 1 and 3 - between 3 months -1-5years above 5 years Undefined Total
months and 1 year maturity
Book Average  Book Average  Book Average  Book Book Average  Book value Average Book
value yield. value yield. value yield. value value yield. yield. value
(%) (%) (%) (%) (%)

Debt securities

- issued by other financial entities

- - - - - - 58 651 7,27 - - - 58 651 7,27
- issued by the State Treasury 29 936 6,67 783 266 9,71 1786 574 6,16 2067 251 8,13 169 486 5,69 - 4836 513 7,56
- issued by local governments ) B _ _ _ _ 34 809 295 _ - - 34 809 2,95
Total 29 936 6,67 783 266 9,71 1786 574 6,16 2160 711 8,02 169 486 5,69 - 4929 973 7,53
Including interest - 21747 43 36 768 7 895 66 453
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28. Assets held for sale and liabilities associated \kitassets held for sale

The assets and the liabilities related to dispo§als5% of shares in Pekao Development Sp. z
0.0. as well as certain properties of the Bank,cWhineet the IFRS 5 criteria concerning
classification of non-current assets as held fée,d@ave been presented by the Bank in the
consolidated balance sheet in accordance with ISR®N-current Assets Held for Sale and
Discontinued Operations as respectively “Non-current assets held for saled “Liabilities
related to non-current assets held for sale”.

On 15 February 2006, the agreement on disposd%f Gf shares in Pekao Development Sp. z
0.0. has been concluded by the Bank. The transaigtisupposed to be finalized by the end of
March 2006 after having obtained a permission ef @ffice of Competition and Consumer
Protection.

The impact of the disposal on the Group’s assetsliabilities as of 3December 2005 is as
follows (as line-by-line consolidation of Pekao B&pment Sp. z 0.0. is supposed to be
discontinued, the 100% value of the assets anliadhiéties has been presented):

Pekao Development Banks’ fixed assets
Sp. z o.0.
Cash and amounts due from Central Bank 20 |
Investments in subordinated undertakings 49 -
Intangible assets 39 -
Tangible fixed assets 685 378
Investment property 50 768 1842
Other assets 113 585 -
Total assets 165 146 2220
Amounts due to other banks 3 -
Current income tax liabilities 553 -
Provisions for deferred income tax 5982 -
Provisions 557 -
Other liabilities 32 568 -
Total liabilities 39 663 -

As the Bank exercised control over Pekao DevelopBenz o.0. as of 31 December 2005, the
respective items of the profit and loss statemdnPekao Development Sp. z o.0. for the
financial year then ended have been incorporatdiokirtonsolidated profit and loss statement of
the Group for the financial year then ended.

2005
Net interest income (738)
Net fee and commission income 6
Foreign exchange result (1 241)
Other operating income 165 091
Other operating expenses (109 904)
Overhead costs (14 304)
Operating profit 38 910
Profit before income tax 38910
Income tax expense (8 675)
Net profit 30 235

As the expected proceedings from disposal of teetasand liabilities exceed the carrying value
of these assets and liabilities, they have beargrézed at the carrying value.
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29. Investments in subordinated undertakings
Investments in associates and joint ventures entis
Summary information about affiliated entities valussing equity method (in PLN):

Entity’s name Assets Liabilities ~ Revenues  Net profit % share Book
/ (loss) value of
shares
31st December 2005
Krajowa Izba
Rozliczeniowa S.A. 107 519 13723 97 828 29 019 22,96 21 587
Pioneer Pekao Investment
Management S.A. 315 845 96 971 558 549 106 200 49,00 107 248
Xelion. Doradcy
Finansowi Sp. z o.0. 44 321 3868 3084 (22 921) 50,00 20 226
Fabryka Sprzetu
Okretowego
"Meblomor" S.A. 14 502 5218 21103 188 2381 1552
Cental Poland Fund LLC 1961 41 (578) (1 026) 53,19 931
Total 151 544
31st December 2004
Krajowa Izba
Rozliczeniowa S.A. 114 828 9955 132139 30 869 22,96 21378
Grupa Inwestycyjna
NYWIG S.A. - 62 483 2850 12 24,60 2259
Pioneer Pekao Investment
Management S.A. 198 674 40 693 434 338 74 481 49,00 71901
Xelion. Doradcy
Finansowi Sp. z o.0. 19 589 3105 2150 (22 221) 50,00 6 687
Fabryka Sprzetu
Okretowego
"Meblomot" S.A. 14 697 4242 18 180 899 23,81 1533
Cental Poland Fund LL.C 14 764 98 - 1639 53,19 4 862
Total 108 620
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Summary information about joint ventures entitiakred using equity method (in ths. PLN):

Entity’s name Assets Liabilities Revenues  Net profit % share ~ Book value
/ (loss) of shares

31st December 2005
Anica System S.A. 18 003 5647 30 947 2703 33,84 4182
Total 4182
31st December 2004
Anica System S.A. 15 530 4 896 23271 2217 33,84 3943
Total 3943

Summary information about affiliated entities netaognized using equity method (in ths.
PLN):

Entity’s name Assets Liabilities Revenues  Net profit % share Book value
/ (loss) of shares
31st December 2005

Pracownicze Towarzystwo
Emerytalne ,,Nowy Swiat”

S.A. 386 184 300 0 39,56 99
CPF Management (not

operating) - - - - 40,00 -
Total 99
31st December 2004

Pracownicze Towarzystwo
Emerytalne ,,Nowy Swiat”

S.A. 464 214 412 - 39,57 99
CPF Management (not

operating) - - - - 40,00 -
Total 99

According to the adopted accounting principle, @reup ceases to recognize the losses of its
affiliated entity if the share in the loss is equalgreater than the amount of investment,
provided that the Group is not legally or customgarequired to cover such amounts. As at 31
December 2005 and 31 December 2004, this rule palged to Hotel Jan Il Sobieski Spétka

z 0.0.

Entity’s name Share in the loss for ~ Cumulated shate in Book value of shates
the period losses

31st December 2005

Hotel Jan III Sobieski Sp. z o. o. 7201 (67 599) -

31st December 2004

Hotel Jan III Sobieski Sp. z o. o. 18 740 (86 340) -
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Changes in book value of investments in affilisd@d joint-venture entities:

Book value of subsidiaries at the beginning of the
reporting period

Share in profit / (loss)

Sale

Other

Book value of subsidiaries at the reporting date

Book value of affiliated entities at the beginning of the
reporting period

Share in profit / (loss)

Dividends declared

Sale

Capital increase

Other

Book value of affiliated entities at the reporting date

Book value of joint-venture entities at the beginning of
the reporting period

Share in profit / (loss)

Sale

Other

Book value of joint-venture entities at the at the reporting
date
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Investments in subsidiaries

In the Group’s financial statements, financial mfation on the following subsidiaries Fabryka
Maszyn w Janowie Lubelskim Sp. z 0.0., Nowe Ogr8dyz o. 0. and Pekao Immobiller s.a.r.l.
was not included due to its insignificance. The ami@f shares was recognized in the Group’s
statement based on purchase prices. See belowrfonary information about those companies.

Entity’s name Assets Liabilities Revenues Net proﬁt % share Book
/ (loss) value of
shares

31st December 2005
Fabryka Maszyn w Janowie
Lubelskim Sp. z o.0. 38 188 18 801 47 951 (1 289) 86,86 11939
Pekao Immobiller s.a.t.l. -
dane fin. na 31/12/2003 57 - - (7) 100,00 50
Total 11 989
31st December 2004
Fabryka Maszyn w Janowie
Lubelskim Sp. z o.0. 40 313 15 220 61 609 1316 86,68 11 939
Pekao Immobiller s.a.r.l. -
dane fin. na 31/12/2003 64 - - 8) 100,00 61
Total 12 000

30. Intangible assets

Development Licenses Other(¥) Total
2005 cost
Gross book value
Opening balance 69 777 851767 82 962 1004 506
Additions, including: - 4679 163 616 168 295
Acquisition - 2721 156 584 159 305
Other additions - 1958 7032 8990
Transfers from intangibles in progress 919 115 664 (116 583) -
Disposals, including: - (26 293) (8 350) (34 643)
Liquidation - (25 405) 5) (25 410)
Other disposals - (888) (8 345) (9 233)
Closing balance 70 696 945 817 121 645 1138 158
Accumulated depreciation
Opening balance 23 811 343 397 5372 372 580
Amortization 14 114 127 070 4 357 145 541
Liquidation - (25 364) “ (25 368)
Other changes in value - (225) (78) (303)
Closing balance 37925 444 878 9 647 492 450
Impairment write-offs
Opening balance - 1 - 1
Other changes in value - 250 - 250
Closing balance - 251 - 251
Net book value
Opening balance 45 966 508 369 77 790 631 925
Closing balance 32771 500 688 111 998 645 457

* Other movements include in particular intangibileprogress
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Group has any amounts of intangible assets whese ttle is restricted.

2004

Gross book value
Opening balance
Additions, including:
Acquisition

Other additions
Transfers from intangibles in progress
Disposals, including:
Liquidation

Other disposals
Closing balance

Accumulated depreciation
Opening balance
Amortization

Liquidation

Other changes in value
Closing balance
Impairment write-offs
Opening balance

Other changes in value
Closing balance

Net book value
Opening balance

Closing balance

* Other movements include in particular intangibileprogress

31. Tangible fixed assets

Tangible fixed assets:

a) ) fixed assets, including:

Land and buildings

Machinery and equipment

Means of transport

Other tangible fixed assets

b) Capital work in progress and prepayments
for capital work in progress

Tangible fixed assets

Development Licenses Other(*) Total
cost
59973 700 590 72798 833 361
- 5579 184 828 190 407
- 4947 177 020 181 967
- 632 7 808 8440
9 804 154 674 (164 478) -
- (9 0706) (10 180) (19 262)
- (8 365) (2 627) (10 992)
- (711) (7 559) (8 270)
69 777 851767 82 962 1004 506
11 263 240 066 4 492 255 823
12 548 110 287 3269 126 104
- (6 461) (2 389) (8 850)
- (495) - (495)
23 811 343 397 5372 372 582
- 1 - 1
- 1 - 1
48 710 460 523 68 306 577 539
45 966 508 369 77 590 631925
31.12.2005 31.12.2004
1408 547 1488 394
1125468 1180 616
245232 270 389
21216 14 068
16 631 23 321
32 594 53 434
1441141 1541 828
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Annual ended December 31, 2005

Opening balance as of January 1,
2005

Increases, including:

Acquisitions

Transfer from tangibles under
construction

Other

Decreases, including:

Liquidation and sale

Transfer to non-current assets held for

sale
Other

Closing balance

Depreciation
Opening balance as of January 1,
2005
Increases, including:
Depreciation of the period
Other
Decreases, including:
Liquidation and sale
Transfer to non-current assets held for
sale
including depreciation
Other
Closing balance

Impairment write-downs
Opening balance
Decreases

Closing balance

Net value
Opening balance

Closing balance

Annual ended December 31, 2004

Opening balance as of January 1,
2004

Increases, including:

Acquisitions

Transfer from tangibles under
construction

Other

Decreases, including:

Liquidation and sale

Other

Closing balance

Machinery Means of Other Total
Land and and transport tangible tangible
buildings equipment fixed assets  fixed assets
1636 263 970 719 40 704 307 965 2955 651
60 421 75935 13 832 5193 155 381
489 4 686 818 903 6 896
32539 70 873 417 40063 107 892
27 393 376 12 597 227 40 593
(76 120) (30 677) (9 635) (11 640) (128 078)
(13 899) (27 253) (9 053) (11 285) (61 490)
(1 980) - - - (1 980)
(60 241) (3 424 (582) (361) (64 608)
1620 564 1015 977 44 901 301 512 2982 954
447 722 699 916 26 636 284 644 1458 918
58 366 98 630 5631 11 586 174 213
57 582 98 535 5409 11 452 172978
784 95 222 134 1235
(18 757) (28 215) (8 582) (11 349) (66 903)
(6 700) (26 212) (8 095) (11 132) (52 145)
917) - - - 917)
(189) - - - (189)
(11 134) (2 003) (487) (217) (13 841)
487 331 770 331 23 685 284 881 1566 228
7 925 414 - - 8339
(160) - - - (160)
7 765 414 - - 8179
1180 616 270 389 14 068 23 321 1488 394
1125 468 245 232 21216 16 631 1408 547
Machinery Means of Other Total
Land and and transport tangible tangible
buildings equipment fixed assets  fixed assets
1635 718 972 849 38 473 326 107 2973147
32955 76 555 7903 3673 121 086
586 6183 938 583 8290
21 088 58 224 4020 3066 86 398
11 281 12 148 2945 24 26 398
(32 410) (78 685) (5672 (21 815) (138 582)
(13 510) (67 700) (5 601) (9 084) (95 907)
(18 894) (10 979) (71) (12 731) (42 675)
1636 263 970 719 40 704 307 965 2955 651
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Depreciation

%I(’)im“g balance as of January 1, 393 062 649 479 25 559 287933 1356033
Increases, including: 68 728 117 598 5873 16 096 208 295
Depreciation for the period 65 256 107 571 4651 16 080 193 558
Other 3472 10 027 1222 16 14737
Decreases, including : (14 068) (67 161) 4 796) (19385) (105 410)
Liquidation and sale (8 301) (65 914) (4 745) (8 900) (87 860)
Other (5 767) (1 247) 1) (10 485) (17 550)
Closing balance 447722 699 916 26 636 284 644 1458918

Impairment write-downs

Beginning value 8 160 405 - - 8 565
Increases 2497 957 - - 3 454
Decreases (2732) (948) - - (3 680)
Closing balance 7 925 414 - - 8 339

Net book value

Beginning value 1234 496 322 965 12 915 38175 1608 551
Closing balance 1180 616 270 389 14 068 23 321 1488 394

Taking advantage of the exemption allowed by IFR&@& Group recognized selected items of
tangible assets acquired before the period of Iyjetion at a fair value as of the day of
transition to IFRS, that is, as of 1 January 2@0% it used this fair value as the deemed cost
determined for that day.

The effect of adjustments made on that accountfas danuary 2004 is presented in the
following reconciliation of net assets as of 1 Jagw2004. The aggregate amount of fair value
used was PLN 148 888 ths. (mainly properties aridibgs).

As of 31 December 2005 assets under construction amountBtN 32 594 ths. (as of 31sh
December 2004 PLN 51 486 ths.).

The amount of damages received and recognizecaiprtifit and loss, in relation to fixed assets
lostin 2005 was PLN 1 608 ths.

There are any barriers concerning fixed assetslation to non current assets with security title
of liabilities.

The operational lease payments recognized as experZ)05 amounted to PLN 106 569 ths.
(in 2004 amounted to PLN 111 818 ths.)

The operational lease payments recognized as ingothe 2005 amounted to PLN 14 782 ths.
(in the 2004 amounted to PLN 18 021 ths.).

Agreement Liabilities

By 31 December 2005 the Group entities concluded wishcibntractors agreements for
purchase in the future of intangible assets forarhof PLN 50 630 ths. including PLN 50 630
ths. in 2006, and of tangible fixed assets for amad PLN 21 067 ths. including PLN 21 067
ths. in 2006 (by 31 December 2004, the Group entities concluded wish contractors
agreements for purchase in 2005 of intangible adeetamount of PLN 56 090 ths. and of
tangible fixed assets for amount of PLN 13 337)ths.
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32. Investment property
The Group measures the investment property usmgistorical cost concept.

There are no restrictions related to the righteth and to transfer the profit attributable to
investment property owned by the Group.

Changes in value of the investment property:

31.12.2005 31.12.2004

Gross value
Opening balance as of 1 January 2005 132 487 141 976
Increase of balance 31 245 11 332
Acquisitions of real estate - 93
Activation of subsequent outlays - 110
Transfer from own real estate 30 958 11129
Other changes 287 -
Dectrease of balance (68 365) (20 821)
Transfer to assets hold to sale (62 413) -
Buy-out - (9 230)
Other changes (5952) (11 591)
Value as of the end of the period 95 367 132 487
Depreciation write-offs
Opening balance as of 1 January 2005 25 843 26 961
Increase of balance 16 189 3207
Activation of subsequent outlays - 2
Transfer from own real estate 11 708 158
Other changes 109 -
Depreciation 4372 3047
Dectrease of balance (11 512) (4 325)
Transfer to non-current assets held for sale (9 802) -

including depreciation (2 022) -
Buy-out - (1 365)
Other changes (1 710) (2 960)
Value as of the end of the period 30 520 25 843
Depreciation write-offs due to loss of value
Opening balance as of 1 January 2005 3775 4 366
Increase 15 -
Transfer from own real estate 15 -
Decrease (202) (591)
Differences in exchange rates (202) (591)
Value as of the end of the period 3 588 3775
Net balance value
Opening balance as of 1 January 2005 102 869 110 649
Value as of the end of the period 61 259 102 869

Future value of investment property as at Becember 2005 amounted to PLN 83 301 ths. (as
at 37" December 2004 amounted to PLN 132 823 ths.). \Wire was made on the basis of
independent valuer who holds a recognised andaetgrofessional qualification.

The following amounts of income and expenses wecegnized in profit and loss in relation
with investment property:

2005 2004
Income on rental of investment property 5979 7539
Direct operational expenses (including repair and maintenence)
related to investment property bringing rental income 2 652 3 365
Ditect operational expenses (including repair and maintenence)
related to investment property not bringing rental income 939 597
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33. Other assets

31.12.2005 31.12.2004
Prepaid expenses 12 051 70 025
Perpetual usufruct rights 8 648 9073
Accrued income 22953 92 094
Other assets 7 360 8 755
Interbank and interbranch settlements 6243 6 842
Other debtors 459 195 542 699
Total other assets 516 450 729 488

Prepaid expenses concerning single kind of expeamgditwhich incurred in profit and loss
account are reconciled in accordance with timeogerin future reporting periods.

34. Assets used to pledge liabilities

As of 31 December 2005, the portfolio of securiigailable for sale includes two-year treasury
bonds with a nominal value of PLN 16 500 ths. (B8l December 2004 — PLN 17 106 ths.)

used as collateral for the loan extended by thekBawmarantee Fund. The amount of payables
which the collateral refers to is PLN 12 816 tkas at 31 December 2004 — PLN 14 828 ths.)

As of 31 December 2005, the portfolio of securittemilable for sale also includes treasury
bonds with nominal value of PLN 610 339 ths. (a8 bDecember 2004 — PLN 6 923 ths.) used
as collateral for securities sold under repo tretisas. The amount of liabilities which the
collateral refers to is PLN 639 250 ths. (as oC@&tember 2004 — PLN 7 153 ths.).

The following table presents the balance sheetevaluassets pledged as collateral for the
liabilities.

31.12.2005 31.12.2004
Treasury two-year bonds constituting security of loans 16 194 15 818
received from Bankowy Fundusz Gwarancyjny
Treasury bonds security of liabilities due to sold securities with
. 638 884 7153
granted repurchase promise
35. Amounts due to the Central Bank
31.12.2005 31.12.2004
Received credits
Up to 1 month - -
From 1 month to 3 months 55197 52 825
From 3 months to 1 year 168 348 145 331
From 1 to 5 years 1057 280 980 770
Opver 5 years 653 406 942 161
Interest charged 16 479 30 656
Total amounts due to Central Bank 1950 710 2151743
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36. Amounts due to other banks

31.12.2005 31.12.2004
Current accounts 1362 956 571 981
Deposits of other banks 449 168 475 011
Received credits and loans 77 303 73 784
Money transfer 20 654 21 418
Repo transactions 81 706 186 281
Interest accrued 5256 4082
Total amounts due to other banks 1997 043 1332 557

The variable interest rate due to banks amountLtd 285 292ths. (as of 31.12.2004: PLN
170 902 ths.), fixed interest rate due to banksuanmsoto PLN 1 685 84ths. (as of 31.12.2004:

PLN 1 136 155hs.).
Amounts due to banks according to maturities

By remaining maturity

31.12.2005 31.12.2004
Current accounts 1362 956 571 981
Future liabilities with maturity period of:
Up to 1 month 300 662 542 527
From 1 month to 3 months 45792 45 347
From 3 months to 1 year 180 095 60 451
From 1 to 5 years 77161 81 995
Over 5 years 4 467 4756
Financial resources under way 20 654 21 418
Interest charged 5256 4082
Total 1997 043 1332 557
37. Financial liabilities held for trading
31.12.2005 31.12.2004
Liabilities due to short securities 558 973 590 119
Total liabilities held for trading 558 973 590 119
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38. Amounts due to customers

31.12.2005 31.12.2004
Amounts due to business entities 16 181 679 13 356 343
Current accounts and overnight deposits 7 937 608 7 836 246
Deposits and time money 8196 925 5477 452
Other 25585 20 058
Interest accrued 21 561 22 587
Amounts due to budget entities 3986 905 2 841 907
Current accounts and overnight deposits 2188 534 2075 458
Deposits and time money 1794 200 763 834
Interest accrued 4171 2615
Amounts due to individuals 25948 957 27 473 856
Current accounts and overnight deposits 10 826 058 9538 125
Deposits and time money 15070 376 17 839 432
Other 3743 2991
Interest accrued 48 780 93 308
Repo transactions 730 336 2149 539
Deposits 729 699 2141979
Interest accrued 637 7 560
Total amounts due to customers 46 847 877 45 821 645
By remaining maturity
31.12.2005 31.12..2004

Current accounts and overnight deposits 20 952 200 19 449 829
Future liabilities with maturity period of:

Up to 1 month 14 404 147 13 009 637
From 1 month to 3 months 5626 596 6 868 700
From 3 months to 1 year 4696 235 4763 657
From 1 to 5 years 489 899 969 588
Over 5 years 574323 611 115
Other 29 328 23 049
Interest accrued 75 149 126 070
Total 46 847 877 45 821 645

Variable interest rate amounts due to customersuataoto PLN 25506 048 ths (as at
31.12.2004 amounted to PLN 26 141 573 ths), fixdd amounts due to customers amounts to
PLN 21 237 352 ths. (as at 31.12.2004 PLN 19 530t0%)
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39. Debt securities in issue

Liabilities due to issue of bonds

Interest accrued

Total liabilities due to issue of debt securities

Liabilities due to issue of maturity period of:

Up to 1 month

From 1 month to 3 months
From 3 months to 1 year
From 1 to 5 years

Over 5 years

Total

31.12.2005 31.12.2004

4 22 479

- 726

4 23 205

31.12.2005 31.12.2004

Balance Average Balance Average
value effective value effective
rate (%) rate (%o)

- - 23205 6,40

4 _ - -

4 - 23 205 6,40

The Group never has defaulted on repayment ofcipahor interest or redemption its own

securities.

40. Provisions

2005

Balance as of 31 December
2004

IAS 39 adjustment

Balance as of 1 January 20045

Creation / revaluation of
reserves

Use of reserves

Dissolution of reserves
Differences in exchange rates
Other changes

Balance as of 31 December
2005

Reserve for Reserve Reserve for  Reserve for Reserves Other Total
restructurings for old-age granted for general reserves
matters of  pensions liabilities risk
dispute and
guarantees

9 000 12 449 58 691 16 325 248 453 4148 349 066

- - - - (248 453) - (248 453)

9 000 12 449 58 691 16 325 - 4148 100 613
3529 11 013 4 672 54 899 - 1735 75 848

(7 939) (768) (1 549) - - (169) (10 425)

- (1 930) (348) (53 432) - (2787) (58 497)

- 4 - 489 - (24) 469

- (160) (21) 2 068 - (1168) 719

4 590 20 608 61 445 20 349 - 1735 108 727
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2005 Reserve for Reserve Reserve for Reserve for Reserves Other Total
restructurings for old-age granted for general reserves
matters of  pensions liabilities risk
dispute and
guarantees
Balance as of 31 December 21 765 25 436 50 210 32102 248 453 15019 392985
2003
Creation / revaluation of 9 000 9 624 10 458 39 031 - 20 887 89 000
reserves
Use of reserves (21 760) (443) (1977) (2 333) - (22 362) (48 875)
Dissolution of reserves - (19123 - (50 385) - (9 347) (78 855)
Differences in exchange rates 5) (112) - (1 968) - (282) (2 367)
Other changes - (2 933) - (122) - (233) (2 822)
Balance as of 31 December
2004 9000 12 449 58 691 16 325 248 453 4148 349 066
41. Other liabilities
31.12.2005 31.12.2004

Deferred income 103 917 84 119

Holiday pay accrual 34792 36 492

Other accruals 197 553 168 476

Provision for administrative costs 69 057 11 968

Other costs to be paid 8 564 3572

Other creditors 583 151 671 097

Inter-bank and inter branch settlements 435 888 84 646

Total other liabilities 1432922 1060 370

42. Employee benefits

Employee share programs

Options for the Bank's shares are granted as a gfathe incentive program for senior
management essential to the success of the Cé&pitalp Bank’s strategy, set by resolution of
Extraordinary General Meeting of Bank Polska Kagé&eki S.A from 25 July 2003

The program involve a contingent increase of thekBashare capital by issuing following

shares received in exchange for bonds with preigenpghts to take up the Bank’s shares.

Type of shares Number of Nominal value

The issue price

Establish basis of share issue price

options of 1 share | of one share
Bearer common 830 000 1 PLN 108,37 PL\N the average of closingcwi of the
shares , F-share Bank's shares quoted at the Warspw
Stock Exchange in July and August 2003
Bearer commorn 830 000 1 PLN 123,06 PLN the average of closingcawi of the

shares , G-share

2004

Bank’'s shares quoted at the Warspw
Stock Exchange in February and Majch

After realization the pre-emptive rights to takethp Bank’s shares, the shares are recognized in

Bank’s equity.
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The incentive program will be implemented withire tbonfines of sub program (each splited
into Il instalment ) at the following parameters :

Program based on F-share issue

Program based onghare issue

Expiry date 31 December 2010 31 December 2012
Realization price 108,37 123,06
Number of options 415 000 415 000 415 000 415 000

Criteria to rights purchase

the 2003 year,

rights execution

1. Executive of individual purposes
confines of the MBO program durin

2. Remaining at contract of
employment within Bank’s capital
group employee as at the date of opti

nl. Executive of individual purposes
gconfines of the MBO program during
the 2003 year,

2. Remaining at contract of
employment within Bank’s capital

>

pogroup employee as at the date of option

rights execution

3. Realization of

3. Realization of

3. Realize assumecli 3. Realize

assumed ROE for | assumed ROE | ROE for the 2006 | assumed ROE
the 2004 year for the 2005 year for the 2007 year|
year
Fair Value as a 6 462 4 696 3568 2762
31 December 2005
(‘000. PLN)
Assumptions of the fair value model adopted on thday of granted rights:
Dividend rate (%) 4,27 5,12
Volatility index (%) 31,75 31,75
Risk-free interest rate (%) 5,33 5,41 6,66 6,70
Foreseen option validity 4,76 5,26 6,18 6,68
period (in years)
Weighted average of stogk 112,50 125,00Q

price (in PLN)

Fair value of the pre-emptive rights to take up Benk's shares granted in period to 31
December 2005 as at day 31 December 2005 amountEd488 ths PLN and it is settled over
time during the estimated period in which rightsatmuire the Bank's shares are granted to
participating individuals.

Costs of payroll in 2005 year was increased by BRILN95 ths (in 2004: PLN 4 800 ths).

Fair value of the pre-emptive rights to take upBla@k’s shares was recognized as of the day of
granting options (pre-emptive rights to take up Bamk’'s shares) based on the Black-Scholes
model for appraisal of dividend-yielding stock @pts, according to expectations of the
Management Board concerning the number of rightddoexercised. The amount of the
employee share program is adjusted as of everyntalaheet date if expectations of the
Management Board change concerning the number offitsri to be exercised. No
efficiency/results data except those related tootiee of shares (“market conditions”) are taken
into account in the assessment of transactiongdétt capital instruments.

The expected effective term of the pre-emptivetsadb take up the Bank’s shares is determined
on the basis of historic data and does not neesdpézifically define all possible exercise

scenarios.
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The expected volatility index reflects the assumptaccording to which the historic volatility
index.

No other parameters related to the granting ofgonetive rights to take up the Bank’s shares
were taken into account in the assessment of thedme.

43. Contingent liabilities
Litigation
As of 31st December 2005 the number of the legadgedings in courts, appropriate bodies of

arbitration or public administration bodies, comirg the liabilities of the Group was 504 the
total value of them was PLN 663 327 ths. and EURGS ths.

According to the issuer's Management Board opiroaly one of the largest proceedings, that
have been in progress against the Group duringejperting period, give rise to risk of cash
outflow as a result of fulfilling the obligation.

Mittal Steel Poland S.A. (till now Ispat PolskalS6.A.) against Bank Pekao S.A. The subject
of litigation: devoid the execution in totality dkexecutive i.e. the Bank execution deed issued
by the Bank and demand adjudge from Bank amount PAN93 ths. with statutory interests
since date of prosecution, the date of actionénciburse of proceedings — 01.03.2005

Arthur Bras/MTA against Bank Pekao S.A. — brancPRanis

The subject of litigation: unwarranted creditinge tquarrel subject value amounted EUR 7 622
ths; the date of action in the course of proceeding7.04.2000

As of the reporting day it was not possible toately estimate the value of potential cash
outflow related to these proceedings.

As regards all other significant proceedings ingpess against the Group, the risk of cash
outflow is nominal.

Financial obligations granted

31.12.2005 31.12.2004
Granted financial liabilities in total: 10 990 273 10 518 643
- towards financial entities 422 701 1119 486
- towards non-financial entities 10 082 906 9 009 100
- towards the budget 484 666 390 057
Including: granted irrevocable liabilities 10 715 561 10 383 642

The Group granted fixed-rate financial commitmantghe nominal amount of PLN 2 112 883
ths. (for 31 December 2004 amounts to PLN 1 462tiSB
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The below table presents granted fixed-rate firlrcommitments according to their maturities

31.12.2005 31.12.2004
Granted fixed-rate financial liabilities in total: 2112883 1462 738
- with maturity date within a year of the balance day 567 783 542 271
- with maturity date within more than a year of the balance day 1 545 100 920 467
including: granted irrevocable liabilities 2112883 1462 738
Guarantees granted
31.12.2005 31.12.2004
1) Liabilities granted towards financial entities: 168 895 127 841
- guarantees 125 231 97 520
- sureties 27 482 18 403
- confirmed export letters of credit 16 182 11 918
2) Liabilities granted towards non-financial entities: 1197 811 753 405
- guarantees 1197 219 752 664
- sureties 23 236
- confirmed export letters of credit 569 505
3) Liabilities granted towards the budget: 47 389 61223
- guarantees 43 639 57 473
- endorsements 3750 3750
Granted liabilities in total 1414 095 942 469

Sub issue program

As of 31 December 2005 in the Group were no seesrprograms subjected to sub issue
program. As of 31.12.2004 Starostwo Powiatowe ngla Wola Community’'s Bonds were

subjected by the Bank sub-issue, nominal valueissied securities being in Group’s portfolio
amounted to PLN 8 400 ths.

Assets held as collateral for conditional liabilites

As of 31" December 2005 there were no assets held as callagainst conditional liabilities.
As of 31" December 2004 the deposit placed with UniCredibiano New York, amounting to
USD 9 336 ths. ,represented a collateral of a gueeagranted to UniCredito Italiano New
York, in amount of USD 25 019 ths.

94



Annual Consolidated Financial Statements of BarkaBes.A. Group for the year ended
31" December 2005 Translation from the Polish Ojin
Notes to the Consolidated Financial Statements

(in PLN thousand)

44. Share capital

SHARE CAPITAL (STRUCTURE)

Value of .
Series/ | Type of T}rPe of ‘Ty.pe ‘Of Number of | seties / issue Manger of Date of R.lg.ht o
privileged limitation h . capital . . dividend
Issue shares charcs shares shares according to coveraoe | fgistration (as of)
nominal value g
bearer
common
A shares - - 137 650 000 137 650 | paid in full | 21.12.1997 | 1.01.1998
bearer
common
B shares - - 7 690 000 7 690 | paid in full | 6.10.1998 | 1.01.1998
bearer
common
C shares - - 10 630 632 10 631 | paid in full | 12.12.2000 | 1.01.2000
bearer
common
D shares - - 9777 571 9 777 | paid in full | 12.12.2000 | 1.01.2000
bearer
common
E shares - - 373 644 374 | paid in full | 29.08.2003 | 1.01.2003
bearer
common
H shares - - 359 840 360 | paid in full | 12.08.2004 | 1.01.2004
Total number of shares 166 481 687

Total share capital in thousand

PLN 166 482
Nominal value of one share = 1.00 PLN
ini%(:ies Share§ is‘sued Total
and paid in full
Balance as of the beginning of the period 166 481 687 166 481 687
Balance as of the end of the period 166 481 687 166 481 687

The Bank has implemented an Incentive Program umwvolthe issue of convertible bonds. As
of 31 December 2005 no shares to replace the ciilmleebonds were issued. For a detailed
description of the program, see Note 42.
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45. Reserves, prior and current year profit

31.12.2005 31.12.2004

Reserves:

Reserve Capital 1618709 1601 503
share premium 1361 034 1361 034
other 257 675 240 469

Revaluation reserve 96 856 (11 011)
valuation of the portfolio of financial assets available for sale 118 929 (15 477)
deferred tax (23 094) 2575
other 1021 1891

General banking risk fund 1067 850 1 067 850

Other reserve capital 3920120 3663 395

Differences in the rate of exchange (2 110) (1374)

Bonds convertible into stocks — capital constituent 17 488 5595

Total reserves 6718 913 6 325 958

Prior year profit (loss) attributable to equity holders of the Bank (15 817) 194 274

Profit for the year attributable to equity holders of the Bank 1537712 1317 991

Total prior year profit and profit for the year attributable to equity 1521 895 1512 265

46. Additional information for the cash flow statement
a) Cash and cash equivalents
Balance items 31.12.2005 31.12.2004

Cash, amounts due from Central Bank* 2193 681 2 561 687

Receivables from banks up to 3 month 5473 560 4714739

Financial resources and equivalents of financial resources

presented in the cash flow statements 7 667 241 7 276 426

*The item ,Cash, amounts due from Central Bank " doeesinclude the NBP Bond in amount of PLN 1 38013
ths. (31.12.2004 - PLN - 1 377 588 ths.)

Limited availability cash and cash equivalents 83b December 2005 amounted to PLN
1 555 238 ths. (as of 31 December 2004 PLN 1 632 tPS).

b) Explanation of the differences between changes the balance sheet amounts shown
in the consolidated cash flow statement

The differences between changes of the balancet streeunts and changes shown in the
consolidated cash flow statement resulted from B8&djustments: impairment and valuation
of loans and receivables at amortized cost usikgetifiective interest rate. The differences
concern the following consolidated cash flow staaticaptions:

- changes of loans and receivables;

- changes of deferred income tax assets; and

- changes of the provisions.
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47. Transactions with related entities

The consolidated financial statements include ih@ntial statements of Bank Pekao S.A. and
financial statements of subsidiaries are listetthéfollowing table:

Entity name Registering body Percentage participation
in the capital
31.12.2005  31.12.2004
National Bank of Ukraine, National Bank

Bank Pekao (Ukraina) Ltd. Register. no. 265 100,00 100,00
District Court for the capital city of Warsaw,

Centralny Dom Maklerski Pekao S.A. XX Commercial Department of the National 100,00 100,00
Court Registry

District Court for the capital city of Warsaw,

Pekao Fundusz Kapitatowy Sp. z0.0.  XIX Commercial Department of the 100,00 100,00

National Court Registry
District Court for the capital city of Warsaw,

Pekao Leasing Sp. Z 0.0. XX Commercial Department of the National 100,00 100,00
Court Registry
District Court for the city of Lublin, XI

Pekao Faktoring Sp. z 0.0. Commercial Department of the National 100,00 100,00
Court Registry

) District Court for the capital city of Warsaw,

Pekao Pioneer Powszechne Towarzystwo XX Commercial Department of the National 65.00 65.00

Emerytalne S.A. Court Registry ' ’
District Court for the city of Lublin, XI

Drukbank Sp. z 0.0. Commercial Department of the National 100,00 100,00
Court Registry

District Court for the capital city of Warsaw,

Centrum Kart S.A. XIX Commercial Department of the 100,00 100,00

National Court Registry
District Court for the capital city of Warsaw,

Pekao Financial Services Sp. z 0.0. XX Commercial Department of the National 100,00 100,00

Court Registry
District Court for the capital city of Warsaw,

Pekao Development Sp. z 0.0. XIX Commercial Department of the 100,00 100,00

National Court Registry
District Court for the capital city of Warsaw,

Pekao Access Sp. z 0.0. XIX Commercial Department of the 55,26 55,26

National Court Registry
Executive Committee of the City Council of

BDK Consulting Sp. z 0.0. Fuck, no. 04051327F00060469 99,99 99,99

Bank Pekao S.A. is the holding company of the BBekao S.A Capital Group. UniCredito
Italiano SpA is the superior holding company.

Information on subsidiaries and related and atfd entities is provided in Note 29.

The credit procedure applicable to the Bank’s Managment and entities related to the
Bank

Under the Banking Law, credit transactions with rhems of the Bank's Management Board
and Supervisory Board as well as with the Bank'si@emanagement and entities related
thereto are subject to the Bylaws adopted by thekB&eSupervisory Board.

Members of the Bank’s Management and entities aliypiand organize related thereto may use
lending facilities offered by the Bank on standtexins and conditions applied by the Bank. In
particular, the Bank may not offer such individualtsentities better interest rates for lending
facilities.

Credit risk assessment follows methodologies usethé Bank with regard to the customer’s
segment and type of transaction.
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The Bylaws lay down detailed decision-making praced applicable to transactions with such
individuals and entities, including authority leyan which different decisions are allowed and
competencies assigned thereto. In particular, coimay) a transaction with a member of the
Bank’'s Management Board or Supervisory Board oh it entity capitally and organize related
thereto, in amounts specified in the Bylaws, regzpliauthorization of the Bank's Management
Board and Supervisory Board.

Standard credit procedures are applied to entaf@Bated with the Bank, and transaction
decisions are made exclusively from the Bank's He#ite level.

Recivables due from affiliated entities

Entity name

Group dominant company
UniCredito Italiano SpA
Entities of Unicredito Italiano
Group’s excluding entities of
Pekao S.A. Group’s

Hypo Vereinsbank AG

Bank AustriaCreditanstalt
Zagrebacka Banka d.d.
Unicredit Zagrebacka Banka Bh
d.d. Sarajewo

Unicredit Factoring SpA
Unicredit Leasing Romania SA
Unibanka A.S. (ex Pol'nobanka
AD.)

Zivnostenska Banka A.S.
Subsidiaries

Fabryka Maszyn w Janowie
Lubelskim Sp. z o.0.

Associated entities

Hotel Jan III Sobieski Sp. z o.0.
Krajowa Izba Rozliczeniowa SA
Grupa Inwestycyjna Nywig S.A.
Fabryka Sprzetu Okretowego
MEBLOMOR S.A.

Joint ventures in which the
entity is a partner

Key managing staff of the
Bank or it’s Parent Company
Other related entities

Total

Recivables as of
31 December

Income from
interest from

Recivables as of
31 December

Income from
interest from

2005 related entities 2004 related entities
in 2005 in 2004

35 554 2181 64 728 47 780
195 727 977 - -
33761 3926 - -
232 766 4581 122 430 5028
154 420 9 495 163 160 6797
239 10 849 28
218 238 6 505 123 139 803
1106 111 - 48
- 103 5020 29
2418 244 2421 1161
41 386 1816 42980 3789
- - - 85
- - - 2726
- - - 26
2 2 - 10
66 8 94 1
915 683 29 959 524 821 68 311
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Deposits received from affiliated entities

Entity name

Deposits as of
315t December

Interest expense
from related

Deposits as of
31t December

Interest expense
from related

2005 entities for 2004 entities for
2005 2004

The Parent Entity for the
Group
UniCredito Italiano SpA 197 122 3140 168
Entities of Unicredito Italiano
Group’s excluding entities of
Pekao S.A. Group’s
Hypo Vereinsbank AG 2658 - - -
Bank AustriaCreditanstalt 1390 1098 - -
Banque Monegasque de Gestion
S.A. - 1 1 -
Unibanka A.S. (ex Pol'nobanka
AD.) 375 12 461 91
UniCredit Romania - Bucharest 19 1 92 2
Unicredit Leasing Romania S.A. 181 448 - - -
Pionier Pekao Towarzystwo
Funduszy Inwestycyjnych S.A. 116 911 4141 65 344 3051
Subordinated entities
Fabryka Maszyn w Janowie
Lubelskim Sp. z o.0. 4 1 132 1
Joint-venture entities
Affililated entites
Xelion Doradcy Inwestycyjni Sp.
Z 0.0. 36 723 1264 12916 1163
Hotel Jan III Sobieski Sp. z o.0. 605 13 1102 14
Pioneer Pekao Investment
Management S.A. 90 004 3041 42 031 1192
Krajowa Izba Rozliczeniowa SA 6 149 1483 118
Grupa Inwestycyjna Nywig S.A. - - 11 8
Fabryka Sprzetu Okretowego
MEBLOMOR S.A. 87 - 36 1
Key managing staff of the
Bank or it’s Parent Company 1545 57 1287 60
Other related entities 25 - 4 -
Total 431997 9900 128 040 5 869

The off-balance sheet exposure related to: fingnoinrelated entities as of 31st December 2005
amounted to PLN 1 473 ths. (as of 31.12.2004 PL8It83.); related to guaranting amounted to
PLN 103 204 ths. (as of 31.12.2004 PLN 84 560 tlesedit cards limits towards related entities

as of 31st December 2005 amounted to PLN 11{aksf 31.12.2004 PLN 107 ths.).

Fee and commission income from related entiti€20id6 amounted to PLN 373 572 ths.(in 2004:
PLN 294 587 ths.)

As of 3T' December 2005 the impairment write down relatechda-performing amounts due
from related entities amounted to PLN 30 035 tingl pertained to Hotel Jan Il Sobieski Sp. z
0.0.

Impairment loss during the in 2005 pertaining ta4performing amounts due from related
entities amounted to PLN 791 ths. PLN and reladdddtel Jan 11l Sobieski Sp. z o.o0.
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In 2005 income on release of impairment write downsnon-performing amounts due from
related entities amounted to PLN 4 426 ths. amthjped to Hotel Jan 11l Sobieski Sp. z o.0.

In 2005 the share capital of Xelion Doradcy Inwegjgi Sp. z 0.0. was increased by PLN 50 000
ths. The Bank possess 50% share in the companyndinber of shares possessed by the Bank
increased by 25 000 up to 25 025 ths.

Management Board and Supervisory Board Remuneration

2005 2004

Management Board of the Bank

Short-term employee benefits* 13 313 12 999
Post- employment term benefits - -
Other long- term benefits - -
2400

Termination benefits -

Share-based payments** 5595 2089
Total 18 908 17 488
Supervisory Board of the Bank

Short-term employee benefits* 462 435
Post-employment term benefits - -
Other long- term benefits - -
Termination benefits - -
Share-based payments** - -
Total 462 435
Grand total 19 370 17 923

* Short term employee benefits comprise of: baakries, bonuses and other benefits, in partictdat of life
insurance polices, health insurance and healthchildren education costs.

Decision about the bonuses for 2005 was not yetntalty the Supervisory Board, however the Bank Has
established a reserve for that bonus amounting.k 3820 thousand, included above.

(**)  The value of Share-based payments was estaddi as part of Payrol/Employee Expenses recogrizethe
Group, according to IFRS 2 during the reportingiquer representing the amortization of initial faialue of
options (pre-emptive rights to take up the Bank'sreh) pertaining to options granted to membershef t
Management Board of the Bank. Detailed informatiboua the employee share program, including the atkdf
the options fair value estimation are presentatiémote 42 “Employee benefits”.

In 2005 and in 2004, Management Board Members dideteive any compensation, in any form,
nor are they entitled to any such amounts receiv/itbm subsidiaries, jointly controlled companies,
and associated companies of the Bank.

In 2005 and in 2004, Supervisory Board Membersndidreceive any compensation - in any form,
and they do not have any receivables by that fiitlen subsidiaries, jointly controlled companies,
and associated companies.
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Remuneration of members of the Management Boards @nSupervisory Boards of the
subsidiary companies
2005 2004

Management Board of the Bank

Short-term employee benefits 11 087 10 799
After employment term benefits - -
Other long- term benefits - -

Benefits regarding termination of job agreement 608 902
Share-based payments - -
Total 11 695 11 701
Supervisory Board of the Bank

Short-term employee benefits 143 156

After employment term benefits - -
Other long- term benefits - -
Benefits regarding termination of job agreement - -
Share-based payments - -
Total 143 156

48. Mergers
No mergers occurred in 2005 or in 2004.

49. Repo and reverse repo transactions

Bank increases it's funds by sales transactionk thi¢é repurchase promise granted (repo and
sell-buy back) at the same price increased byestsr

31.12.2005 31.12.2004
Assets Fair Balance Value Assets Fair Balance Value
Value Liabilities Value Liabilities

Financial assets held for trading
- up to 1 month 691 455 691 879 2211874 2212018
- between 1and 3 months 97 053 97 094 107 239 107 239
- between 3 months and 1 year 8382 8410 16 578 16 578
Total financial assets held for trading 796 890 797 383 2335691 2335835
Financial assets available for sale
- up to 1 month 15020 15037 - -
Total financial assets available for sale 15020 15037 - -
Total 811910 812 420 2 335 691 2 335 835

Bank purchase securities with the resale promisatgd in the future (reverse-repo and buy-
sell back) at the same price increased by interests

31.12.2005 31.12.2004
Net Value Hedged Assets Net Value Hedged Assets
Assets Fair Value Assets Fair Value

Amounts due from banks
- up to 1 month 588 500 586 887 486 340 486 315
Total Amounts due from banks 588 500 586 887 486 340 486 315
Loans and advances to customers
- up to 1 month - - 388 938 388 919
Total loans and advances to
customers - - 388 938 388 919
Total 588 500 586 887 875 278 875 234
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50. Company’s Social Benefits Fund (,ZRS”)

The Social Benefits Fund Act of 4th March 1994 hwstubsequent amendments introduced the
requirement to create a Company’s Social BenefitsdFoy all employers employing over 20
employees. The Bank and Group companies emplayieg 20 staff have created the S5
Fund and are making periodic charges to th8ZIFunds in amounts prescribed by the Act.
Apart that, the Company contributed to the Fundiimd of fixed assets. The aim of the &
Fund is financing of social activity in benefit die employees and subsidizing the social
premises. The liabilities of the 35 Fund represent the cumulated value of charges imathe
Company towards the ZS Fund decreased by the amount of non-returnalgeneitures of
the ZFSS Fund.

In the consolidated balance sheet the Group nélieFSS Fund's assets against theS&-
Fund’s value, due to the fact that the assetseoZ#®S Fund do not represent the assets of the
Group. For this reason the amount pertaining t&Zf&S Fund in the consolidated balance sheet
as of 31st December 2005 and 31st December 2004ilvas

The below table sets forth the categories and lvatikes of assets, fund value and costs related
to Social Benefits Fund:

31.12.2005 31.12.2004
Advances to employees 47 501 51 920
Cash in the current account 1907 26 520
Assets of ZFSS 49 408 78 440
Value of ZFSS 49 408 78 440
2005 2004
Charges made towards the ZFSS in the period 17 625 16 584

51. Acquisition of HVB shares by UniCredito Italiano Sp.A.

On 17 November 2005, the parent company of Ca@italp of Bank Pekao S.A. — UniCredito
ltaliano S.p.A. acquired 705,108,946 shares of Bagke Hypo- und Vereinsbank
Aktiengesellschaft (,HVB”) representing 93.93% obtal voting rights on the HVB
Shareholders’ Meeting. In consequence, UCI gairmdrol over HVB — the ultimate parent
company (i.a. for Bank BPH S.A.) — as well as ddank Austria Creditanstalt AG (,BACA”) —
the member of the HVB Group and the immediate nitgjehareholder of Bank BPH S.A.

As a result of the above described event, UCI h@@i897 584 shares representing 71.03% of
shareholders’ capital and entitling to 20 397 58&ing rights representing 71.03% of total
voting rights at the Bank BPH S.A. Shareholders’eliteg, however, under the condition that
BACA cannot successfully exercise the voting righten Bank BPH S.A. shares until the date
of the receipt of the approval of the Banking Sujgon Commission for the exercising of the
voting rights and the date of fulfillment of thénet requirements.

As at 31.12.2005 the book value of outstandingriraek placements and deposits with Bank
BPH S.A. amounted to PLN 178 438,9 thousands @ssetd PLN 100 478,8 thousands
(liabilities).
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52. First time adoption of International Financial Reparting Standards

This note presents the reconciliation of net assetsf 1 January 2004 and as of 31 December
2004 (as well as net assets as of 1 January 2@d3ha reconciliation of net financial result for
the year ended on 31 December 2004 between thépsiy published financial information
according to Polish Accounting Standards and thesformed comparative data according to
International Financial Reporting Standards dissdos these financial statements.

A comparison of the balance sheet according to BA& IFRS was also presented as of 31
December 2004 and 1 January 2005 as well as a cizmpaf the profit and loss account for
the year ended on 31 December 2004 according toadPAIFRS.

The Group prepared these financial statements basedFRS 1. Note 2 to these financial
statements includes a description of optional exiEmg allowed under IFRS 1, which the
Group has used.

Accounting principles (policies) according to IFRI8fer in many respects from the Polish
accounting principles (policies). See below foriscdssion of differences between IFRS and
PAS, which significantly affected the net finandgiasult and net assets in 2004 and 2005.

Recognition of assets and liabilities based on antared cost

The International Accounting Standard 39 requirest tcertain financial assets should be
recognized at amortized cost using the effectiter@st rate method.

Previously the Group used fair value to recogneugties available for sale, for which interest

revenues are recognized using the effective inteede method. Securities held to maturity,

financial lease receivables, and central investirelated receivables and payables were
recognized at amortized cost using the effectiver@st rate method. Other financial assets and
liabilities were recognized according to the amopayable increased with linearly accrued

interest.

The Group took advantage of the exemption fronrélg@irement to transform comparative data
pertinent to IAS 32, IAS 39. Comparative data conicgy that standards were prepared using
previously applied accounting principles (policie)he exception is IFRS 39 to which
comparable data were prepared except two areagsjmo related with impairment calculation
amortized cost valuation with applied effectiveerat loans and receivables.

As of 1 January 2005 the Group made adjustmendaseceto the recognition of other financial
assets and liabilities at amortized cost usingeffective interest rate method, as required under
IAS 39. The results of adjustments made as of Lialgn2005 were disclosed in the following
reconciliation of net assets as of 1 January 20@bia the comparison of the balance sheet
based on IFRS as of 31 December 2004 (without agplMS 32, 39) and the balance sheet
based on IFRS as of 1 January 2005.

Impairment of financial assets

According to IAS 39,a financial asset is depredadfats balance sheet value is higher than its
estimated economic value. As of the balance shatet dn economic entity is required to assess
if there is objective evidence confirming such imnpent of the financial asset. Such evidence
may include information about the issuer’s sigmifitfinancial difficulties or actual violation of
an agreement by e.g. failure to pay interest arqgipal or falling behind with payments. If the
depreciation occurs, the revaluation write-downl wiinount to the difference between the
asset’s balance sheet value and the current vakewpected, future discounted cash flows using
the initial effective interest rate (economic valder financial assets recognized at cost and
using the current interest rate as well as fomfoia assets recognized at fair value.

According to the Polish Accounting Standards (PAfa)iks at least once a quarter review and
classify their credit exposures into different rigkoups (standard receivables, monitored
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receivables, substandard receivables, bad recewadtd lost receivables). Classification is

based on how long the receivables have been ovemddevhat the economic and financial

situation of the borrower is. Special purpose @vis for credit exposures are created at least

in amounts required of provisions applicable tdedént risk groups (from 1.5% to 100% of the

purpose provision basis).

In addition, under PAS the required specific primris for credit exposures:

- related to retail lending facilities and loanasdified as “standard” — are diminished by a 25%
provision for general risk;

- classified as “monitored” — to be diminished b6 provision for general risk, created under
Article 130 of the Banking Law.

The Group took advantage of the exemption fronrélg@irement to transform comparative data
pertinent to IAS 32, IAS 39. For those standartls, IFRS were adopted on 1 January 2005.
Comparative data concerning those standards weepapd using previously applied
accounting principles (policies).

As of 1 January 2005 the Group made adjustmendaseceto the recognition of other financial
assets and liabilities at amortized cost usingeffective interest rate method, as required under
IAS 39. The results of adjustments made as of Lialgn2005 were disclosed in the following
reconciliation of net assets as of 1 January 20@bia the comparison of the balance sheet
based on IFRS as of 31 December 2004 (without agpll\S 32, 39) and the balance sheet
based on IFRS as of 1 January 2005.

Financial Assets and liabilities portfolios accordig to IAS 39

The IAS 39 lays down definitions of portfolios othéhan those defined in PAS. The
requirement to move some financial instruments betwportfolios results from the requirement
to classify financial instruments in different dolitos according to IAS 39. In addition, pursuant
to the exemption included in IFRS 1, the Group veés0 entitled to assign its financial
instruments to financial asset at fair value thiopgpfit and loss or available for sale portfolios.

In view of the above, the Group categorized finahicistruments as financial assets or liabilities
recognized at fair value through profit and lossawailable for sale as of 1 January 2004. The
movement of financial instruments between port®leeasured pursuant to different principles
did not affect the Group’s financial result.

The effect of hyperinflationary economy

The International Accounting Standard 29 ,Financi@eporting In Hyperinflationary
Economies” (IAS 29) requires that assets and lissl disclosed in a period of hyperinflation
should be recognized in current prices as of thieodthe hyperinflation reporting period and be
the basis for measuring assets and liabilitiegnianicial statements for the periods to come. This
standard is applicable for non-monetary balancetstems. Significant non-monetary items for
the Group include fixed assets, shares classifiatba-current assets, and equity. From 1982 to
1984 and from 1988 to 1996 the Bank operated igpeitinflationary economy. The Bank did
not apply IAS 29 in previous years when performinxgd assets revaluation as of 1 January
1995, in accordance with applicable Polish regatetiin force, in order to reflect the inflation’s
impact on their balance sheet value by adoptingluation indexes determined by the Ministry
of Finance for respective groups of fixed asselss Tevaluation was performed in compliance
with 1AS 29, as the Bank did not use the generiglepindices nor did it perform a fixed assets
revaluation as of 31 December 1996.

Taking advantage of the exemption allowed by IFR8@ Group recognized selected items of
tangible assets acquired before the period of Iyjetion at a fair value as of the day of
transition to IFRS, that is, as of 1 January 2@0% it used this fair value as the deemed cost
determined for that day.
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The effect of adjustments made on that accountfas danuary 2004 is presented in the
following reconciliation of net assets as of 1 JagwR2004. The aggregate amount of non-current
assets (mainly properties and buildings) as oinudey was PLN 148 888 ths.

IAS 29 *“Financial Reporting in Hyperinflationary &womies” requires to restate all
components of of owners’ equity, exept retainechiegs and any revaluation surplus, by
applying the general price index for the periodhgberinflation. Such retrospective application
would result in an increase of share capital amérotapitals and a corresponding decrease in
retained earnings.

The scope of financial statement consolidation

In accordance with the IFRS, consolidated finanstatements should include all subsidiaries
and shares in joint ventures that are significamt the financial statement. Companies are
exempt from the consolidation requirement if theg acquired only for resale or if there are
long-term limitations on the flow of funds to theltiing company.

So far, the Bank adopted the full consolidationhndtto financial statements of all of its major
subsidiaries and related entities except for noarfcial businesses which are not providers of
ancillary banking services. According to IAS 27 thgbsidiaries: Pekao Financial Services,
Pekao Access and Pekao Development were consalidateg the full consolidation method.
Previously those companies were valued using thi#yeopethod.

Share based payments

The Group applied IFRS 2 with reference to capmatruments that were granted after 7
November 2002, if these capital instruments wetteacquired until 1 January 2005. Therefore,
under the IFRS 2, it was required to include otig tapital part of bonds with pre-emptive
rights to take up the Bank's shares, granted toBdwek's employees as part of the Incentive
Program.

General risk provision

In accordance with IAS 30, general risk provisians not to be part of liabilities Instead, they
should be disclosed as a separate item of the tubdied result. The value of the general
provision which is presented in the undistributesiuft, as required by IAS, is PLN 248.453 ths.
as of 1 January 2005.

The aforementioned adjustments resulting from obfiees between the requirements of PAS
and IFRS affected the value of assets/income taxigion as of 1 January 2004, 31 December
2004, and 1 January 2005.

The below tables present a comparison of finamash published previously with comparative
data converted in accordance with IFRS (data acugprtb PAS are presented in the new
classification).
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Consolidated balance sheet as of 31 December 2004

PAS IAS (%) IFRS (**)
Position Note 31.12.2004 r. Adjustment  31.12.2004 r. Adjustment  (1,01.2005
Assets
Cash and balances with Central Bank ) 2 561 676 1377 599 3939 275 - 3939 275
gee:tttzle(l:%itlies eligible for rediscounting at the 8768 ] 8768 ] 8768
Loans and advances to banks ) 5470 793 490 684 5961 477 - 5961 477
Financial assets as held for trading 3) 2 485 330 710 441 3195771 - 3195771
Derivative financial instruments ) 231177 272 305 503 482 - 503 482
Other financial instruments at fair value through 1336 721 1336 721 1336 721
profit or loss ® - R
Loans and advances to customers ©6) 28208 809 (1989 278) 26 219 531 (470 483) 25749 048
Net investment in the finance lease @ - 547 324 547 324 - 547 324
Investment securities @®) 16979940 (1 943 483) 15 036 457 - 15036 457
1. Available for sale 10110 174 (3 690) 10 106 484 - 10106 484
2. Held to maturity 6869766 (1939 793) 4929 973 - 4929 973
Investments in associated undertakings ) 198 787 (74 125) 124 662 - 124 662
Intangible assets (10) 628 382 3543 631 925 - 631 925
Tangible fixed assets ) 1449 501 92 327 1541 828 - 1541 828
Investment property (12) - 102 869 102 869 - 102 869
Income taxes (13) 99 194 (1.425) 97 769 29 570 127 339
1. Current tax assets - 13131 13131 - 13131
2. Deferred income tax assets 99 194 (14 550) 84 638 29 570 114 208
Other assets (14) 1011 407 (281 919) 729 488 - 729 488
Total assets 59 333 764 643 583 59 977 347 (440 913) 59 536 434
Liabilities
Amounts due to the Central Bank 2151 743 - 2151 743 - 2151 743
Amounts due to other banks (15) 1089 830 242 727 1332557 - 1332557
Financial liabilities as held for trading (16) - 590 119 590 119 - 590 119
Derivative financial instruments (17 334 023 289 660 623 683 - 623 683
Amounts due to customers (18) 43753 576 2 068 069 45 821 645 - 45821645
Debt securities in issue 23205 - 23205 - 23205
Current income tax liabilities (19) - 256 256 - 256
Provisions for deferred income tax (20) - 1222 1222 - 1222
Provisions 1 348 271 795 349 066 (248 453) 100 613
Other liabilities (22) 3712163 (2651 793) 1 060 370 - 1 060 370
Total liabilities 51 412 811 541 055 51 953 866 (248 453) 51705 413
Equity -
CaPital and reserves attributable to the Company's 7903 625 101 080 8 004 705 (192 460) 7812 245
equity holders
Share capital 166 482 - 166 482 - 166 482
Reserves (23) 6 486 054 (160 096) 6 325958 6 325958
Prior and cutrent year profits 24 1251 089 261 176 1512265 (192 460) 1319 805
Minority interest (25) 17 328 1448 18 776 - 18 776
Total equity 7 920 953 102 528 8 023 481 (192 460) 7 831 021
Total equity and liabilities 59 333 764 643 583 59 977 347 (440 913) 59 536 434

(*) Without changes due to amortized cost measurement of loans and advances using EIR and without changes relating to
impairment of loans and advances.

(**) Including also changes due to amortized cost measurement of loans and advances using EIR and impairment of loans and
advances.
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ASSETS

Cash and balances with Central Bank

Reclassification of existing investment portfolios
Change of consolidation perimeter - extension of line-by-line
method

Total impact of the above changes

Loans and advances to banks
Recognition of sell-buy back and buy-sell back
Reclassification of other amounts due to banks

Reclassification of existing investment portfolios

Elimination of restricted interest, which under PAS were presented
as liabilities

Change of consolidation perimeter - extension of line-by-line
method

Total impact of the above changes

Financial assets as held for trading
Recognition of sell-buy back and buy-sell back
Reclassification of existing investment portfolios

Total impact of the above changes

Detivative financial instruments
Reclasisification of fair value of derivatives
Recognition of sell-buy back and buy-sell back

Total impact of the above changes

Other financial instruments at fair value through profit or loss
Reclassification of existing investment portfolios

Total impact of the above changes

Loans and advances to customers
Reclassification of existing investment portfolios

Recognition of sell-buy back and buy-sell back

Elimination of restricted interest, which under PAS were presented
as liabilities

Reclassification of finance leases

Change of consolidation perimeter - extension of line-by-line
method

Total impact of the above changes
Adjustment due to amortized cost and impairment measurement
of loans

Net investment in the finance lease
Reclassification of finance leases from loans

Total impact of the above changes

Investment securities
Change of consolidation perimeter - extension of line-by-line
method

Reclassification of existing investment portfolios

Total impact of the above changes

Investments in associated undertakings
Change of consolidation perimeter - extension of line-by-line
method

Total impact of the above changes

Intangible assets
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1377 588
11
1377 599

486 339
9 800
255

(5 706)

O]
490 684

2043 425
(1 332 984)
710 441

273312
(1 007)
272 305

1336 721
1336 721

561 950
388 938

(2 325 726)
(547 324)
(67 116)
(1989 278)

547 324
547 324

47

(1 943 530)
(1 943 483)

(74 125)
(74 125)

(470 483)
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Change of consolidation perimeter - extension of line-by-line

(a) method 4417
(b)  Correction of goodwill (874)
Total impact of the above changes 3543
11 Tangible fixed assets
Correction related to revaluation of part of fixed assets to deemed 144 142
(a) cost
Change of consolidation perimeter - extension of line-by-line 7190
(b) method
(¢) Reclassification of investment fixed assets to Investment property (50 131)
(d) Reclassification of perpetual usufruct rights to Other assets (8 874)
Total impact of the above changes 92327
12 Investment property
(a) Reclassifiaction of investment fixed assets from Other assets 52738
Reclassifiaction of investment fixed assets from Tangible fixed 50131
(b) assets
Total impact of the above changes 102 869
13 Income taxes
(a) Reclassification of current tax assets from Other assets 13131
(b)  Adjustment of deferred tax (14 556)
Total impact of the above changes (1 425)
(¢) Adjustment of deferted tax 29 570
14 Other assets
Change of consolidation perimeter - extension of line-by-line 141 248
(@ method
Reclassification of perpetual usufruct rights from Tangible fixed 9073
(b) assets
(¢) Reclasisification of fair value of derivatives (281 2006)
(d) Derecognition of assets attributable to the Company Social Fund (75 365)
(¢)  Correction valuation of Invetment property (52738)
(f) Reclassification of cutrent tax assets to Income taxes (13131)
() Reclassification of receivables (9 800)
Total impact of the above changes (281 919)
LIABILITIES
15 Amounts due to other banks
(a)  Recognition of sell-buy back and buy-sell back 186 298
(b) Reclassification of amounts due to subordinated entities 65 500
Change of consolidation perimeter - extension of line-by-line 9071
(¢) method
Total impact of the above changes 242727
16 Financial liabilities as held for trading
(@) Reclassification of financial liabilities held for trading 590 119
Total impact of the above changes 590 119
17 Derivative financial instruments
(a) Reclasisification of fair value of derivatives from Other liabilities 290 267
(b) Recognition of sell-buy back and buy-sell back (607)
Total impact of the above changes 289 660
18 Amounts due to customers
(a)  Recognition of sell-buy back and buy-sell back 2142385
(b) Reclassification of amounts due to subordinated entities (65 500)
(¢)  Change of consolidation perimeter - extension of line-by-line (8 816)
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method

Total impact of the above changes

Current income tax liabilities
Reclassification of current tax liabilities from Other liabilities

Total impact of the above changes

Provisions for deferred income tax
Change of consolidation perimeter - extension of line-by-line
method

Correction valuation of Investment property

Total impact of the above changes

Provisions
Change of consolidation perimeter - extension of line-by-line
method

Total impact of the above changes
Reversal of General Risk Reserve

Other liabilities
Change of consolidation perimeter - extension of line-by-line
method

reclassification of deferred income and reserves
Elimination of restricted interest

reclassification of fair value of derivatives
Derecognition of liabilities attributable to the Company Social
Fund

Correction of negative goodwill
Adjustment of current tax liabilities

Total impact of the above changes

Reserves
Correction of retained earnings

Corrections related to share-based payments per IFRS 2
Change of consolidation perimeter - extension of line-by-line
method

Reversal of revaluation reserve relating to fixed assets
Correction valuation of Investment property
Adjustment of deferred tax

Total impact of the above changes

Prior and current year profits

Reversal of revaluation reserve relating to fixed assets
Correction related to revaluation of part of fixed assets to deemed
cost

Correction of negative goodwill
Change of consolidation perimeter - extension of line-by-line
method

Recognition of sell-buy back and buy-sell back
Adjustment of deferted tax

Current year profit - changes described further
Correction of retained earnings

Correction valuation of Investment property
Corrections related to share-based payments per IFRS 2

Total impact of the above changes
Adjustment due to amortized cost and impairment measurement
of loans

Adjustment of deferted tax

Total impact of the above changes
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2068 069

256
256

3427

(2 205)
1222

795
795

39 305

15 819
(2331 432)
(298 160)

(75 365)

(1 704)
(256)
(2 651 793)

21 854
5595

425

(179 425)
(7 519)
(1 026)
(160 096)

179 425
148 888
12 615
1169

188
(31 556)
(25 010)
(21 854)
(1 894)

(795)
261176

(248 453)

(222.030)

29570
(192 460)
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25 Minority interest

Change of consolidation perimeter - extension of line-by-line
K 1448
(a) method
Total impact of the above changes 1448

Reconciliation of net assets previously publishedeas PAS with the comparative data,
restated under IFRS:

As at 1 January 2004

Net equity according to PAS 7156 027
changes:
subsidiary shatres valuation 18 330
total recognized sell-bay-back and buy sell-back 188
change in fixed assets 148 888
change in consolidation rules (3 609)
adjustment of deferred tax (33 280)
total changes 130 517
Net equity according to IAS as at 1 January 2004 7 286 544
As at 31 December 2004
Net equity according to PAS 7 903 625
changes::
subsidiary shatres valuation (12 518)
total recognized sell-bay-back and buy sell-back (501)
change in fixed assets 144 341
change in consolidation rules 3529
accrued fees adjustment (15 819)
valuation of investment property (1338)
adjustment of deferred tax (16 614)
total changes 101 080
Net equity according to IAS as at 31 December 2004 8 004 705

As at 1 January 2005

Net equity according to PAS 7 903 625
changes:

subsidiary shares valuation (12 518)
impairment of loans and valuation and amortized cost (222 030)
total recognized sell-bay-back and buy sell-back (501)
change in fixed assets 144 341
change in consolidation rules 3529
accrued fees adjustment (15 819)
valuation of investment property (1338)
adjustment of deferred tax 12 956
total changes (91 380)
Net equity according to IAS as at 1 January 2005 7 812 245
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Profit and Loss account for the 2004 — a comparefqoreviously published financial data with
comparative data converted in accordance with IFR$a according to PAS are presented in

the new classification)

Item

Interest income

Interest expense

Fee and commission income

Fee and commission expense

Dividend income

Result on financial instruments at fair value

Result on investment securities

Foreign exchange result

Other operating income

Other operating expenses

Net impairment losses on financial assets and net
provisions for guarantees and commitments
Opverhead costs

Amortization of goodwill on subordinated entities
Amortization of negative goodwill on subordinated
entities

Share of profit (loss) of associates and joint venture
entities valued at the equity method

Profit before income tax

Income tax expense

Net profit for the period
1. Attributable to equity holders of the Company
2. Attributable to minority interest

Profit and loss

statement 2004 (PAS)

3737192

(1 480 082)

1708 651

(165 926)
9
13 907

14 076

285172
187 118

(147 131)

(354 069)
(2289 936)

(1 250)
4700

54 134

1566 565
(227 514)

1339 051
1343 001
(3 950)

Effect of transition to

IFRS

28 651
(605)
29 256
(70 917)
783

(71 700)
10 986
26 805
(15 819)
2811

41755

3846
120 377
128 037

(7 660)
(111 683)
(108 536)

1931

(5078)

(43 501)
(32 856)
(5 845)
(4 800)

1250
(4 700)

(17 977)

(39 102)
14 509
(3 031)
17 540

(24 593)

(25 010)

417

/1
/2

/1
/2

/1
/3
/1

/2

/1

/1
/6

/1
/4
/6

/1
/4
/5

/6

/6
/1

/1
/2-6

/1

Profit and loss
statement for 2004
(MSSF*)

3765 843

(1 550 999)

1719 637

(163 115)
9

55 662
14 076

289 018
307 495

(258 814)

(354 069)
(2 333 437)

36 157

1527 463
(213 005)

1314 458
1317 991
(3533)

(*) Without changes due to amortized cost measun¢roeloans and advances using EIR
and without changes relating to impairment of loand advances

Changes: :

1/ change in the scope of consolidation (inclugibthe new subsidiary companies)
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2/ recognition of adjustments related to finanasdets and liabilities due to sell-buy-back
and buy- sell-back transactions
3/ adjustments due to amortization of fees and cigsions over time

4/ adjustments to depreciation costs due to thalwation of some fixed assets and property
rights

5/ inclusion of share-based payments accordingRsI2
6/ adjustments related to the revaluation of equigstments

53. Events after the balance sheet date
The Bank’s share capital increase

As of 16 January 2006 share capital of the Bankina®ased at amount PLN 186 755 as of 6
February 2006 at amount PLN 5 169 in result ofesk@l 924 F series bearer shares.

Above events required any adjustments in finarstetements as of 31 December 2005
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Signatures of all members of the Management Board

21.03.2006 Jan Krzysztof Bielecki President, CEO

Date First Name/Family Name Position/Function gn@iure
21.03.2006 Luigi Lovaglio Deputy President, COO

Date First Name/Family Name Position/Function gn@iure

Deputy President

21.03.2006 Sabina Olton .
Chief Accountant

Date First Name/Family Name Position/Function gnaiure
21.03.2006 Przemystaw Figarski Member of Management

Date First Name/Family Name Position/Function ign&ture
21.03.2006 Irene Grzybowski Member of Management

Date First Name/Family Name Position/Function ignature
21.03.2006 Paolo lannone Member of Management

Date First Name/Family Name Position/Function ignature
21.03.2006 Christopher Kosmider Member of Management

Date First Name/Family Name Position/Function ignature
21.03.2006 Marian Waynski Member of Management

Date First Name/Family Name Position/Function ignature



