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in SIT thousand

A. Balance-Sheet 31 Dec. 2004 31 Dec. 2003 31 Dec. 2002
Total assets 110,971,760 101,215,463 87,964,885
Deposits from customers 87,015,145 82,268,495 75,008,406
- legal persons 18,156,827 19,422,666 21,217,332
- individuals 68,858,318 62,845,829 53,791,074
Loans to customers 37,141,709 30,131,009 30,207,789
- legal persons 26,673,091 21,185,517 21,580,192
- individuals 10,468,618 8,945,492 8,627,597
Average retail deposits 66,545,002 60,075,113 50,006,683
Average retail loans 11,069,659 9,929,290 9,604,715
Capital 3,227,013 3,162,957 2,767,184
Provisions 6,031,382 5,417,875 4,176,607
B. Off-Balance-Sheet Items 12,998,908 9,153,948 10,322,059
C. Profit and Loss Account
Net interest 3,001,780 3,529,780 2,810,780
Net non-interest income 1,276,044 1,054,281 928,600
General administrative expenses 2,861,765 2,840,464 2,454,229
Depreciation 523,001 470,380 482,425
Net provisions (746,285) (1,144,389) (621,053)
Profit before tax 128,114 106,019 159,141
Tax on profit 43,799 301 22,694
Other taxes from profit 20,258 52,708 56,876
D. Number of Employees 222 210 211
E. Shares
Number of shareholders 2 2 2
Number of shares 310,845 310,845 275,750
Nominal value per share (in SIT) 4,000 4,000 4,000
Book value per share (in SIT) 10,381 10,175 10,035
F. Major Indicators
a) Capital
Capital (in SIT thousand) 4,589,589 3,702,542 3,724,529
Weighted doubtful assets (in thousands of tolar) 41,815,466 36,308,223 34,780,301
Capital adequacy 10.98 10.20 10.71
b) Quality of Assets
Doubtful and bad receivables / total assets 10.15 10.03 9.37
e
Susponded income bad and doubtfu receivables 43.53 44.93 42.36
c) Profitability
Interest margin 2.90 3.92 3.62
Return on assets (ROA) 0.12 0.11 0.19
Return on equity before tax 4.05 3.42 591
Return on equity after tax 2.03 1.71 2.96
d) Operating costs
Operating costs / total assets 3.15 3.46 3.51
e) Liquidity
Liquid assets / sources of funds repayable on demand (average) 22.33 20.97 119.71
Secondary liquidity / sources of funds repayable on demand ~ 66.62 151.15 129.68




President of the Member of the Member of the
Board of Directors Board of Directors Board of Directors
Drago Pisek, MS;:/ JoZica Capuder, MSc Viktor Lence
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As in many previous years, PoStna banka Slovenije, d. d. (the Post Office Bank of Slovenia), a member
ofthe Nova Kreditna banka Maribor, d. d. bank group, achieved most of its operating goals planned for
2004.

In 2004, a transfer of 55% of shares owned by the state to Nova Kreditna banka Maribor, d. d. was
effected, which has thus become, apart from Posta Slovenije d. o. 0., the largest shareholder of Postna
banka Slovenije,. At the same time PosStna banka Slovenije, as an affiliate bank, became member of the
Nova Kreditna banka Maribor bank group. The establishing of this partnership represents a turning
point in the further development of Postna banka Slovenije.

In 2004, the Bank made a great step forward in technological development and in the development of its
service range to its customers. Most of the goals in the field of cost optimisation and business operation
support were implemented. The security level of our operations was enhanced by modernising our
technological infrastructure.

The most important element in the development of the Bank is still the opportunity to perform retail
banking for legal persons and individuals through the widespread network of post-office units
throughout Slovenia; this results from implementing our long-term contract with Posta Slovenije (the
Post Oftice of Slovenia), which is a 45-percent shareholder of the Bank.

In 2003, the volume of operations measured by the balance-sheet total was increased by 10%, which is
4% below budget. According to the balance-sheet total, our market share is 2%. In the area of collected
primary resources (deposits from customers), the bank grew by 6% and achieved a 2.5% market share.
Deposits from individuals represent two thirds of these deposits. The increase in deposits from
customers, both legal and natural persons, indicates the confidence of our customers. In 2004, loans to
customers increased by 23% , whereas deposits in securities dropped by 25%, as compared to the year
before. This drop follows the change of policy in buying 270-days cash certificates into a long-term
deposit with the Bank of Slovenia.

In 2004, the generated amount of net interests was 16% lower compared to plan despite larger volume,
which is due to a sharp drop in the interest margin.



In 2004, the Bank increased its net margins by 36% as compared to the year before and exceeded the
budgeted amount by 22%. Thus, it improved the structure of its income and decreased dependence on
interest income. General administrative expenses grew by 1% and are 4% lower than budgeted. The
indicator of operating expenses per average level of assets decreased from 3.46% in 2003 to 3.15% in
2004, which is also aresult of the cost optimisation measures introduced.

With reference to its payment transactions, Postna banka Slovenije has a market share of approximately
50% in general deposit orders, and approximately 70% in special deposit orders.

Since provisions exceed the target volume, net profit amounted to SIT 64 million (SIT 53 million in the
preceding year).

In 2004, the number of employees increased from 211 to 222, 4 of them employed on a temporary basis
as replacements during maternity leave, while productivity measured by the balance-sheet total per
employee grew from SIT 480 million to SIT 500 million.

Atthe end 0f 2004, the capital adequacy percentage of the Bank was 11%.

The Bank has an adequate position in those segments of the Slovene market which are given priority in
strategic planning, mainly with regard to retail banking and domestic payment transactions.

In 2005, the balance-sheet total is again expected to grow by 12% and a positive financial result is
budgeted. Cooperation with Posta Slovenije as our 45% shareholder and strategic business partner will
also be very active in 2005, since we are both very interested in introducing new services which will
allow further development of the Bank and an increase in the volume of transactions through the postal
network. Most of the activities however, will be performed in cooperation with Nova Kreditna banka
Maribor by making use of synergies within the bank group.

In 2005, it will be important to assure a sufficient capital adequacy for the Bank which should enable
long-term growth and development.

The Bank is planning several business activities in 2005 to achieve its development goals: introduction
of foreign-currency payment transactions for individuals, including the development of a
corresponding infrastructure. In cooperation with Posta Slovenije and Nova Kreditna banka Maribor,
we intend to introduce special bank counters at post-offices where more complex banking services can
be offered to our customers. We would also like to organise training for postal employees who perform
marketing and banking services. Cooperation regarding technology and business processes support is
expected to optimise and rationalise commercially linked systems.

The Bank will therefore continue to implement its outlined strategy in 2005, in accordance with the
adopted annual plan. This will result in constant growth and development of the Bank, and its services
will be performed across the entire territory of Slovenia, as has been done before. The Bank will also
perform activities of integration into the bank group. It will also assure [ T-support to business processes
of'such capacity and quality that it will be able to meet the demands of its customers and comply with all
relevant security standards in banking. The Bank will opt for rational solutions which will be adequate
for its business performance. In 2005, the Bank will continue to search for optimum solutions regarding
information systems of the Bank and Posta Slovenije, as far as the services of post-offices are
concerned.

By implementing the market activities planned, developing new products, and improving business-
process support, the Bank will achieve a solid foundation for the future growth of its level of operations
and of the relative share of non-interest income. Cost-cutting will result in increased profitability.

Postna banka Slovenije would like to express their thanks to all its employees for all the results
achieved; special thanks are extended to our management team and to all those who have shown trust in
our knowledge and professional experience, and who take an active part in pursuing our economic
goals and in strengthening our brand.

The satisfaction of our customers, shareholders, meaning Nova Kreditna banka Maribor and Posta
Slovenije as our business partners in performing banking services, as well as of other business partners
and employees at Postna banka Slovenije, will remain a major incentive for the Board of Directors in
their future activities.




From 1 January 2004 to 30 September 2004 the Supervisory Board constituted Marija Milojka Kolar
Celarc, Alfonz Podgorelec MSc, Joze Fost, Anton Grden, Milena Zrnec Hribar, Zivko Bergant PhD
and Mira Dobovisek.

Upon the changes in the ownership structure of the Bank the name was also changed. The new name is:
Postna banka Slovenije, d. d. ban¢na skupina Nove Kreditne banke Maribord. d.

On 1 October 2004, the General Meeting released Marija Milojka Kolar Celarc, Anton Grden, Milena
Zrnec Hribar, Zivko Bergant PhD and Mira Dobovisek and appointed, apart from Alfonz Podgorelc
MSc and Joze Fost, Crtomir Mesari¢, Zoran Nemec and Matjaz Kovacic as new board members.

In the previous year, there were eight regular sessions and three correspondence sessions of the
Supervisory Board. Implementation of business policy and current operating results were discussed
and monitored on the basis of quarterly and interim reports on the operations of the Bank, prepared by
the Board of Directors. The following issues were discussed thoroughly:

business policy of the Bank,

operating results,

internal audit activities,

inspection protocols prepared by certified institutions,
proposals of the Board of Directors for the General Meeting,
loan proposals which exceed 10% of the warranty capital,
loan portfolio of the Bank,

issue of approvals to the exposure of governing bodies.

The Supervisory Board performed its activities in accordance with its basic function: monitoring of
the Board's activities and of the Bank's operations, pursuant to its legal and statutory sphere of
responsibilities.

In compliance with the provisions of the Companies Act, the Supervisory Board examined and
approved the Annual Report of Postna banka Slovenije, d. d. for 2003, including a favourable opinion
from the auditing company Deloitte & Touche on the audit of the financial statements of the Bank,
which had been submitted to the 15th Annual General Meeting of the Bank, including other proposals
approved by the General Meeting.

The Supervisory Board discussed and approved the business policy and financial plan of the Bank for
the year 2004, and thus defined the Bank's business activities and operations. Current operations and
results of the Bank's operations were discussed at the Supervisory Board sessions on the basis of
quarterly reports and financial data on the Bank's operations, and on the implementation of internal
cost-effectiveness measures.

In parallel with the quarterly reports prepared by the Board of Directors, the Supervisory Board paid
special attention to the quarterly reports prepared by the internal audit department on internal auditing
of the Bank, containing relevant findings and recommendations for certain areas of the Bank's
operations, as well as the implementation of these recommendations. The annual internal audit report
audit 2004 was also discussed, and the Supervisory Board gave their approval to the internal audit
activities programme in the financial year 2005.



According to the mandates and responsibilities assigned to the Supervisory Board by the Banking Act,
the findings of supervisory and inspection authorities were discussed, as well as reports by the Board
of Directors on the elimination of shortcomings and deficiencies. At the proposal of the Board of
Directors, the Supervisory Board gave according to Article 81 of the Banking Act, their approval to
major exposures to the Bank's governing bodies, and discussed other issues pursuant to the provisions
of'the Banking Act.

At the 54th regular session on 30 March 2005, the Supervisory Board discussed the audited Annual
Report of Postna banka Slovenije 2004, and the opinion of the auditing company Deloitte & Touche on
the financial statements of the Bank for 2004. In the opinion of the auditing company, the financial
statements of PoStna banka Slovenije give a true and fair view of the financial position of the Bank as at
31 December 2004.

On the basis of the Deloitte & Touche auditing opinion, and of the annual report on the internal audit,
the Supervisory Board has concluded that the Bank's operations in 2004 were performed in line with
regulations. The Board of Directors thus managed the Bank properly, and the Supervisory Board has
no substantial comments regarding the audited Annual Report of the Bank.

President of the Supervisory Board
Alfonz Podgorelec, MSc










1. GENERAL ECONOMIC ENVIRONMENT

Factors of economic environment in 2004:

The Association agreement with the EU, effective since 1999, demanded additional market
liberalization in Slovenia in the direction of free flow of goods, services, and above all, capital. The
agreement accelerated changes of banking legislation governing economic, financial banking and
taxation aspects in the direction of adapting to the European legislation, which strongly shaped the
environment in which the Bank operates.

Retail prices increased by 4.8%, while the consumer price index rose by 3.2%. The TOM (basic
interest rate) increase was 3.6% (calculated as a 12-month average CPI increase). The mean EUR
exchange rate increased by 1.29% in the whole year, while on 31 December the EUR exchange rate
was 239.743 SIT.

The following changes and specifics took place for banking activities in 2004:

Competition among banks increased further due to intensive marketing and promotion activities
by foreign banks, there were as a result some shifts in market shares.

Interest rates for both passive and active transactions continued to decrease; a faster decline in
active interest rates resulted in a decrease in the interest margin.

Amendments to the Banking Act are being implemented resulting in gradual adaptations to
European regulations. There were significant changes regarding reports on mandatory reserves in
banks and savings banks, and there were also preparations for changes in other reporting areas,
such as calculation of capital and capital adequacy, and other reports. Reports for the European
Central Bank (balance-sheet, reassessments, interest rates) have also become mandatory.

The Corporate Income Tax and Personal Income Tax Acts were adopted and put into force in 2005.



2. BUSINESS DIRECTIONS OF THE BANK

In 2004, the Bank pursued its basic principles defined by the adopted global strategy for the Bank's
development:

its growth by increasing the balance-sheet total and increasing the market share that is measured by
the balance-sheet totals of all banks in Slovenia,

its development by introducing new products and enhancing existing services for its customers,

developing its business network and infrastructure, as well as marketing of financial and banking
services in cooperation with Pos§ta Slovenije. This cooperation is aimed at achieving the maximum
synergy on the market in order to increase revenues and decrease costs per service unit,

achieving an adequate positive business result,

operating on the market as a universal bank offering a full range of banking services, which means
introducing new services not offered so far (new savings programmes, introducing foreign-
currency payment transactions for individuals and new methods of financial cooperation),

exploiting those advantages of the Bank which are due to its widespread postal network
characterised by its easy accessibility, regarding both territory and time,

maintaining and improving the image and reputation of the Bank which acts in the interest of and to
the satisfaction of its customers, shareholders, and employees,

selection of the most suitable and efficient sales channels for different types of customers and
products,

further establishment and development of the information system in accordance with the
requirements of the Bank and the environment, as well as in cooperation with selected business
partners, in particular with Nova Kreditna banka Maribor and Posta Slovenije, in order to
implement common synergistic effects,

further development of the control function,

managing the Bank's assets and liabilities in such a way that the Bank will on one hand meet all the
requirements of the regulatory institution the Bank of Slovenia and on the other to attain the
optimum ratio between risk management and profitability (increased volume of activities which is
indicated by a higher balance-sheet total and by a higher profit),

further upgrade and implementation of the security policy,

consequent implementation of a business performance optimisation programme.

In 2004, the Bank achieved adequate growth of the balance-sheet total. Although being faced with a
continuous decrease in the interest margin, it improved its cost effectiveness and generated an
adequate gross profit. The Bank continued its activities related to the development of its information
system and security policy.
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3. THE BANK'S OPERATIONS

3. 1. OPERATIONS WITH LEGAL PERSONS

The operations with legal persons in 2004 were based on the adopted strategy by Postna banka
Slovenije, which was defined based on analyses and estimates by individual bank divisions. It was put
into practice by implementing key projects and the current business policy of the Bank. The current
business policy regarding operations with legal persons was based on deductions for generating the
most favourable business results from the following aspects:

increasing the balance-sheet total,
increasing and enhancing the structure of sources,
increasing investments and harmonizing their maturity with the maturity of the sources,

improved marketing of services with respect to the policy of taking a comprehensive approach to
the customer and territorial principle,

increase of non-interest revenues,
reduction of risks.

Typical of the year 2004 were stronger market activities for winning new customers, active and
professional care for existing customers, as well as a special emphasis on reducing and managing
risks.

Winning new customers was based in particular on competitive service, which features a higher level
of quality and an adjusted price for services. The joining of Postna banka Slovenije to Nova Kreditna
banka bank group has enabled the Bank to obtain access to cheaper sources and provide a more
competitive range of services. Apart from this, the Bank was successful in winning over new
customers through its good credit rating in its individual approach, professional performance of
services and expertise of its employees, thus increasing its profile, adapting its range of products to
companies with promising business projects, public companies and state funds.

The Bank was successful in strengthening its business relations with companies which it had already
worked with, and also with those where business growth during the last years had been well above
average. During the last year, the Bank continued to pursue its efforts in establishing solid partnership
relations with its customers.

Activities based on a cooperation with municipalities, particularly by marketing the Bank's services in
the field of fixed-term deposits and cash supply to municipalities, as well as lending to municipalities,
were continued. In cooperating with municipalities activities were focused on small businesses and
gathering information in local areas with the aim of winning new customers and selling the whole
range of banking services.

By expanding its range of services in the past year, the Bank provided its customers with a whole range
of tolar and foreign-exchange services. Through its comprehensive range of services, the Bank was
successful in winning over some customers who had already done business with the Bank, but had in
the pastrequired a full range of services.

In performing marketing activities and expanding the scope of placements to legal entities, the Bank
started to follow guidelines stipulated by the new “Basel II” international capital framework
agreement. A more comprehensive outlook of risks was a guideline to the Bank in creating its
“investment portfolio”. Implementation of the specified activities ensures a higher level of operation
safety.



In the past year, the Bank made efforts to diversify its investments and consequentially also reduce its
risks. Last year, safer investments with a good collateral were given priority over returns.

The Bank continued to pay full attention to its customers. This was also the guideline in preparing the
service range, which the bank frequently adapted to the specific needs of its investors.

In 2004, the Bank did business with 880 customers resulting in 1,515 contracts. Investments in legal
entities amounted to SIT 32.8 billion on 31 December 2004 SIT.

The Bank was also successful in redesigning its IT-support, enhancing functionality and adding
controls to the business processes in the field of operations with legal persons, and has from the aspects
of location, hardware and data structures, integrated it into the Bank's central IT system.

3. 2. OPERATIONS WITH INDIVIDUALS

In 2004, the Bank continued its activities in the field of operations with individuals by increasing
business volume both in the field of deposits, as well as lending to individuals.

In the field of gathering funds there was a considerable increase of sight deposits (funds on personal
accounts and savings deposits at sight), which amounted to 20%, whereas unlike the years before,
there was a decrease in gathering other funds (deposits, various saving schemes). This decrease was
slightly more than 2% and is considerably lower compared to the average decrease of volume within
the Slovene banking system. Altogether the gathered tolar funds by individuals increased by almost
10% which makes the Bank hold an almost 5% share in this segment in Slovenia.

The Bank increased the number of personal accounts in 2004 by some 5,000 to almost 122,000, thus
maintaining its 6-percent share and 6th place among Slovene banks.

The Bank was quite active in providing loans to individuals, where in 2004 it increased the amount of
approved loans by 52% compared to the year before. The total amount of placed funds allocated to
individuals thus increased by 17%. The increase of placed funds in the field of lending to individuals
(long-term and short-term consumer loans, housing and other loans) compared to the end of 2003,
amounted to slightly more than 25%, while the amount of credit lines on personal accounts was 4%
lower than at the end of last year.

In October the Bank introduced a new service deposits with cancellation periods of 31 or 91 days.
The depositor can opt for a card or savings book. If he opts for a card he may, apart from deposits at post
offices or any Bank's commercial centres, transfer funds also using a standing order or electronic
banking. This enables a very flexible saving since the depositor can deposit funds at any time in
unlimited amounts thus combining the benefits of short term deposits (easier balancing of the
customer's liquidity) as well as long-term instalment savings.

In December the Bank was the first among the banks in Slovenia to issue chip based Activa/Maestro
credit cards. At the same time a redesign of the cards took place.

By introducing an authorisation base for using the Activa/Maestro credit cards (at ATMs and POS-
terminals) the bank reduced its risks, while it will eliminate such risks completely by 2005 by
introducing on-line authorisation directly through the personal account in the Bank's IT-system.

In cooperation with KD Investments, in 2004 the bank offered loans and lines of credit on personal
accounts based on mortgaging points of mutual funds.

Foreign-exchange services were introduced in 2004 at 44 new post offices (an increase of 13%). At the
same time it also considerably increased the scope of business in this field. The number of transactions
(sale and purchase of foreign currencies) increased by almost 20%, while the amount of exchanged
funds increased by almost 24% and exceeded SIT 32.5 billion.




In 2004, the Bank continued to implement improvements to the IT-support and work process
organization with the aim of rationalising business processes. With an unchanged number of staff in
the field of operations with individuals, it increased its business volume and introduced new services.

Also in 2004, the Bank performed several campaigns of indirect and direct marketing with the aim of
winning new customers and increasing business volume both in the field of passive, as well as active
businesses.

In 2004, the Bank began to implement a comprehensive project of introducing foreign-currency
transactions for individuals. This way in 2005, the Bank's customers will be able to use new services
also in the field of foreign-currency transactions. Customers will be able to use a multi-currency
personal account, which will apart from tolar transactions, provide the possibility of performing
transactions in several currencies (accepting orders, deposits and withdrawals, conversions, payments
abroad). Apart from the already wide variety of tolar savings schemes, customers will also be able to
make foreign-currency deposits. For those who prefer savings books, the Bank will provide the option
of doing business also with this instrument. Customers and non-customers will be able to make foreign
currency payments at our commercial centres and post-offices.

In the field of IT-support to individuals, the Bank was successful in introducing several improvements
to rationalize and shorten some computer-assisted procedures. It also stepped up control mechanism in
the work process, implemented several modifications in accordance with legal requirements, and has
atthe same time introduced corresponding application support for the recently introduced services.

3.3. TREASURY

In 2004, the Treasury Division performed its primary function of managing liquidity according to the
Bank's adopted liquidity policy. The implementation of this policy is monitored daily by the Liquidity
Committee of the Bank. Liquidity is managed by placing deposits on the inter-bank market, where the
Bank is mostly a net creditor. Owing to major outflows usually when pensions are paid out the Bank
utilised daily loans with the Bank of Slovenia several times; the loans were always repaid in time. At
the end of the year, there was a balance of SIT 420 million on inter-bank deposits, and an additional SIT
2,200 million was placed with the Bank of Slovenia as an overnight-deposit.

In addition to collecting deposits by legal persons, municipalities, societies and sole traders in the
amount of SIT 15,583 million, the Bank offered another possibility to its major investors; it started
issuing certificates of deposit with the balance amounting to SIT 18 million at the end of the year. For
the purpose of providing loans to legal persons, in 2004 the Treasury department organized the raising
of long-term loans totalling EUR 13.5 million, of which EUR 5.5 million was raised directly abroad.

The Treasury Division is also responsible for large investments in securities. In 2004, the Bank
participated very actively in auctions of the 270-days cash certificates of the Bank of Slovenia, which
the Bank already bought actively the year before. The released funds were invested by the Bank into a
long-term deposit with Banka Slovenije totalling SIT 18,020 million. At the same time it increased its
investment into government bonds. Apart from the aforementioned, the investments by the Treasury
division also included 60-days cash certificates. Due to this development, the investments into cash
certificates compared to the year before were cut by half, while the investments into government
securities grew by 2.6 times. In the specified activities, the Bank's focus was to achieve an adequate
return on government securities.

Regarding the small share of securities for trading, the bank focused on investing into securities issued
by the Bank of Slovenia, which it did not sell before their maturity. The first-class securities (issued by
Banka Slovenije and the Republic of Slovenia) had a 98%-share of the entire securities portfolio, while
the share of'all the securities in the Bank's assets was 56%.



Groups of securities as per 31 December 2003 and 2004:

in SIT million

Type 2003 2004 Index
Cash certificates of the Bank of Slovenia 50,693 25,140 50
Government securities® 6,943 18,296 263
Shares 517 333 64
Non-government bonds 667 674 101
Other securities 75 72 96
TOTAL 58,895 44,515 76

* Government securities represent bonds and treasury bonds issued by the Republic of Slovenia as well as securities by
issuers, vouched for by the state.

The bank invested mostly in tolar denominated securities. In order to meet the required structure of
liquid foreign exchange investments, the Bank invested a part of its funds into foreign cash
certificates, denominated in EUR.

The Treasury Division organises issuing, trading and management of the bonds issued. In 2004, there
were two series of bonds issued by the Bank; PBS 6 and PBS 7. On 31 December 2004 there were five
bond issues listed featuring conditions as shown in the table below.

Bond Date Due Par Subordinate Listing at Ljubljana
acronym of issue date value instrument Stock Exchange
PBS 2 20 Jun. 2000 20 Jun. 2007  1,500,000,000.00 SIT yes yes

PBS 3 10 Dec. 2000 10 Dec. 2005 1,795,500,000.00 SIT yes

PBS 4 14 Dec. 2001 14 Dec. 2006 2,500,000,000.00 SIT

PBS5 31 Jul. 2003 31 Jul. 2008 10,000,000.00 EUR yes

PBS6 30 Sept. 2004 30 Sept. 2011 1,000,000,000.00 SIT yes

PBS 7 6 Dec. 2004 6 Dec. 2012 4,000,000,000.00 SIT

3.4. PAYMENT TRANSACTIONS

Payment transactions for legal persons

In accordance with inter-bank agreements and instructions by the Bank of Slovenia the Bank in 2004
introduced new payment instruments — direct debit and direct credit.

In the field of payment transactions the Bank implemented a transfer of operations to the new SWIFT
support for the central clearing system (BPRC). In the field of payment transactions the Bank was an
indirect participant involved in all activities of introducing STEP 2 via a contractor bank.

The system of electronic banking for legal persons was upgraded by introducing foreign-currency
transactions.

The Bank pursued a policy of winning over customers by means of a direct approach, for targeting
mainly small businesses and sole traders. As at 31 December 2004 there were:

818 transaction accounts for legal persons, and
1918 transaction accounts of sole traders, associations and civil legal persons.

Out of the total number of customers who have opened transaction accounts with the Bank, 2,489 of
them perform payment transactions at 500 post-offices. Electronic transactions are performed by 922
customers through the POSLOVNI PBSPikaNET system; this number includes 650 legal persons and
272 sole traders.




Payment Transactions for Natural Persons

The most important services regarding payment transactions for natural persons from the aspect of
generated revenue, expenses, cost and labour are still the settlement of special postal orders and
general postal orders. Due to a more competitive commission for accepting such orders, the volume of
payment transactions at post-offices increased compared to the year before.

The overall number of transactions at post-offices increased by 9% (45.8 million transaction in 2003
and 49.7 million transaction in 2004), while the amount increased by 3% (SIT 2,066.223 million in
2003 and SIT 2,137,641 million in 2004). The largest share of the increase is due to the settlement of
postal orders and an increased number of pay-out of lottery winnings.

Type of payment Physical volume Index
Year 2003 Year 2004

Special deposit orders 32,880,351 35,719,883 109

General deposit orders 4,942,445 5,316,739 108

Deposits by budget users 19,792 21,104 107

Pay-out of lottery winnings 1,566,862 2,271,839 145

A significant drop was observed in business with other banks, where only 3% of the volume from the
year before was effected (due to the introduction of personal accounts and termination of contracts in
providing services via the post-office network), while the amount of paid-in and paid-out postal orders
remains at the level of 2003 (some 915,000 documents annually).

For managing all of these mass businesses, the Bank (from the aspects of bookkeeping, accepting
documentation as well as adjustment of complaints, ...) continued with the implementation of office
automation by upgrading computer support, reallocation of employees and purchase of modern, more
powerful equipment for electronic filing of documents and computer-based adjustment of
complaints).

Foreign-Exchange Payment Transactions

Since in the Slovene economy there is an increasing trend of focusing on foreign markets, and since the
services related to foreign-exchange payment transactions are provided on a quality level, Postna
banka Slovenije managed to maintain its customers in the field of foreign-currency payment
transactions, thus providing them with an adequate service.

The volume of foreign-exchange payment transactions amounted to EUR 30 million in 2004; there
were inflows of EUR 16 million and outflows of EUR 23 million.

Trading partners are mostly other European countries, as is reflected in the foreign currency structure
of foreign payment transactions, where the EUR currency is the predominant one.

In 2004, there was a significant increase in the volume of letter-of-credit transactions. Most of them
were export letters of credit.

The Bank offers services for legal persons and sole traders through a uniform transaction account for
tolar amounts and foreign currency amounts. By the end of 2004, the Bank concluded 423 contracts on
opening transaction accounts in foreign currencies.

The Bank performs foreign currency payment transactions for natural persons by means of
international postal orders. In-payments and out-payments by means of international postal orders are
made for 16 countries where bilateral agreements are in force. Foreign-exchange transactions are still
performed by mail with eight Post Administrations, and the EUROGIRO electronic system is used
with the others. In 2004, the volume of transactions amounted to EUR 3 million.



4. FINANCIAL RESULT

In 2004, the financial result of the Bank before taxes was SIT 128.1 million representing a 4% return on
capital before taxes. The revenues amounted to SIT 10,850 million and expenditure to SIT 10,722
million. Net profit after tax on company revenue and balance-sheet tax amounted to SIT 64 million.

Despite the process of lowering passive and active interest rates in 2004, the generated result is higher
by 21% compared to the year before.

4. 1. REPRESENTATION OF REVENUES AND
EXPENSES IN THE PROFIT AND LOSS ACCOUNT

The result is shown in compliance with the principle of invoiced sales revenues for customers
classified into credit rating groups A and B (except for B receivables which belong to that group due to
mortgages), and with the principle of effected payments for customers assigned C, D, and E ratings.

Net interest

In 2004, the Bank generated SIT 2,855 million net interest income which represents 16% less than in
2003 and remains 17% below budget. The net interest income generated 60% of all its income, while
the expenditure for interest represented 34% of all the Bank's expenditure.

In 2004, net interest income decreased despite the increase in volume, which is a consequence of the
continuous trend of lowering interest rates, lower or withdrawal of the basic interest rate thus leading
to a decrease in the interest margin (from 3.92% in 2003 to 2.90% in 2004). The decisive reason for
such a decrease is in particular tougher competition on the market, adapting to European level of
interest rates, and lower inflation.

Revenues from investment in capital

In 2004, the Bank generated SIT 151 million revenues from investment in capital, which is 19% less
than in the same period of last year, or 11% more than budgeted, while in the revenue structure these
revenues account for 1.4% of all revenues.

Net commissions and fees

In comparison with the same period in the preceding year, net commissions and fees amounted to
SIT 936 million thus increasing by 36% compared to 2003 and exceeded the budget by 22%.

The revenues from commissions and fees amounting to SIT 2,294 million represent 21% of all the
Bank's revenues and have increased by 17%. The most important services generating this type of
revenue are:

commissions for domestic and foreign-currency payment transaction (56%)

commissions for administrative services (linked to maintaining personal and transaction accounts
as well as credit card services 32%), and

commissions from loans and provided guarantees (12%).

As far as expenses are concerned, the amount of SIT 1,358 million represents 13% of all the expenses
thus increasing by 7% compared to the year before. The largest share represent commissions paid to
Posta Slovenije for services performed at post-oftice counters with a 64% share.




Net gain from financial activities

The net gain from financial activities is positive, resulting in SIT 331 million. In foreign-exchange
trading, the bank earned SIT 195 million (SIT 152 million in the same period the year before), and SIT
134 million in trading in securities (SIT 83 million in the same period the year before). The effect of
exchange rate differences was positive and totalled SIT 2 million (in comparison with the same period
ofthe preceding year, it was negative and amounted to SIT 7 million).

Operating costs

Operating costs, which include labour costs, costs of material, services and depreciation, amounted to
SIT 3,385 million in 2004, representing a 31% share of the Bank's total expenditure. This was thus 2%
higher than the year before, or 3% below budget. Operating costs compared to average assets were
3.15%; compared to the year before (3.46%) falling by 9%.

The largest share of all operating costs were labour costs with 48%, while costs of material and
services represented 37%, and depreciation costs, 15%. By their 4% increase compared to the year
before, labour costs stayed behind budget by the same percentage and amounted to SIT 1,621 million.
Salaries were paid out in accordance with the Collective Agreement and contracts of employment.

Regarding costs of material (SIT 178 million), the cost of office material, paper and forms was the
most significant item; also including material used for providing services for the Bank, which was
reimbursed by the Bank (forms, envelopes, instructions). The total costs of material were 24% lower
compared to the same period of last year and were also 7% below budget.

Costs of services amounted to SIT 1,062 million and were 4% below budget, and 1% higher than the
year before. The most significant discrepancy was in the field of information technology (24%
increase compared to the year before), as well as costs of premises and equipment (13% increase
compared to the year before). Among the reasons for the increase was a further upgrade of the bank IT
level, as well as set-up of a backup IT location. The other costs of services were generally lower and
were also below budget.

Depreciation costs amounted to SIT 523 million and were higher compared to the preceding year by
11% thus exceeding the budget by 1%.

Through regular monitoring of operating costs and consequent implementation of the annual business
operations cost effectiveness programme, the Bank was successful in reducing costs of material and
services by 3% compared to the year before, totalling only 96% of the budget.

Net effect of provisions, write-offs and provisions for general banking risks

In 2004, the Bank allocated SIT 685 million net effect of provisions or write-offs. Compared to the
year before the net effect of provisions and write-offs was lower by 36%, thus staying 19% behind
budget.

In 2004, the Bank generated provisions for general banking risks in the amount of SIT 60 million.

Other extraordinary net revenues and expenses

Other extraordinary revenue and expenses generated, contrary to last year, a minimum negative result
(SIT 5 million in 2004 compared to SIT 26 million in 2003).

Among other extraordinary revenues are included: revenue from rent of business premises, revenues
from previous years, value adjustment of business revenues from the sale of tangible and intangible
assets, SID subsidies and other revenues.

Other extraordinary expenses include membership fees and sponsorships, non-tax deductible
expenses, bond discounts and sale of tangible and intangible assets.



Net effect of other operations

The negative net effect of other operations for 2004 amounted to SIT 10.4 million, which is the result
ofpaid fines and penalties.

Commissions and fees 24%
Financial activities 5%

Other 2%
in SIT thousand Interest 69%
Revenue structure 2004 2003 F
Interest 6,456,858 8,110,259
Commissions and fees 2,294,401 1,963,842
Financial activities 489,008 360,412
Other 204,181 305,667
TOTAL 9,444,448 10,740,180
Depreciation 6%
in SIT thousand Loss from loans given 7%
Other 1%
Expenses structure 2004 2003 Interest 38%
Interest 3,602,191 4,714,659
Commissions and fees 1,358,399 1,274,025
Financial activities 157,663 133,.284
Operating cost 2,861,765 2,840,463
Depreciation 523,001 470,380
Loss from loans given 685,035 1,068,029
Other 128,280 133,322
TOTAL 9,316,334 10,634,162 Commissions and fees 15%
Financial activities 2%

Operating cost 31%

4.2. CASH FLOW STATEMENT

The cash flow statement was prepared according to the indirect method, by calculating the amounts of
inflows and outflows on the basis of data from two consecutive balance sheets, profit and loss
statement, and additional information.

The following items are included in the cash flow statement:

cash in hand and balances in accounts at the central bank (with maturity up to 3 months),

government bonds and other securities for rediscount at the central bank (with maturity up to 3
months),

debt securities (with maturity up to 3 months) and securities held for trading.
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4. 3. SHORT SURVEY OF BALANCE-SHEET ITEMS

At the end of 2004, the balance-sheet total amounted to SIT 110.972 million. Compared to the year
before it increased by SIT 9,756 million or by 10%, while compared to budget it was lower by 4% or
SIT 4,805 million.

Balance-sheet total
in SIT million

in SIT million
100,000
Balance-sheet total
2002 87,965 80,000
2003 101,215

60,000 87,965 101,215 110,972
2004 110,972 40,000
20,000
0

2002 2003 2004 ear
Cash funds Y

Cash in hand and in accounts with the central bank amounted at the end 0of 2004 to SIT 7,573 million;
SIT 2,393 million out of that amount was ready money, SIT 2,980 million were funds on settlement
accounts, and SIT 2,200 million represented other deposits with the central bank. Cash in hand and
balances with the central bank are generally the highest at the end of the month, when pensions are
remitted by the Pension and Disability Insurance Institute.

Loans to banks

At the end of the year, loans to banks amounted to SIT 18,129 million and increased compared to the
year before by SIT 16,935 million, so that by year-end they represented 16.3% of the total assets.
Loans to banks consist of foreign currency current accounts with local banks in the amount of SIT 49
million, foreign currency overnight deposits with local banks in the amount of SIT 60 million and
long-term deposits with the bank of Slovenia in the amount of SIT 18,020 million, which actually
represents a change in policy of reinvesting a part of the matured 270-days cash receipts.

Loans to customers other than banks

In 2004 loans to customers other than banks increased by SIT 7,011 million or by 23%, while their total
amount at the end of 2004 was SIT 37,142 million. Despite the large increase they still remain behind
budget by 5% or SIT 1,989 million.

Within the group, the largest share of loans went to legal entities 67%, with loans to individuals
representing 28% and loans to sole traders and farmers together representing 5%. The largest increase
in placements compared to the previous year was 25% for legal entities, however, they remained 9%
behind budget, whereas placements with individuals rose by 19%, or 3% above budget.

Atthe end of 2004, the ratio between short-term and long-term loans was 60% : 40%, and has changed
to the advantage of long-term assets (end 0f 2003 this ratio was 68% : 32%).

Debt securities for non-trading purposes

The share of securities in the overall 2004 assets has witnessed the most sharp drop from 58.2% to
40.1%. This significant drop in debt securities is the consequence of swapping investments from 270-
days cash receipts with a long-term deposit with the Bank of Slovenia totalling SIT 18.020 million
with the purpose of generating better returns.



The portfolio consists mainly of securities for non-trading purposes. Their share is 94%, while 6% are
securities for trading purposes.

Investments into securities amounted to 96% or SIT 42,612 million securities issued by the Republic
of Slovenia and the Bank of Slovenia This came as a result of the requirements of the Bank of Slovenia
to harmonize maturity and investments by different categories.

Participating interest

In 2004, participating interest in capital by other customers remained unchanged and amounted to SIT
11.7 million, consisting of participating interest in the company Bankart, which amounted to SIT 6.6
million, and the company City, Maribor in the amount of SIT 5.1 million.

Tangible and intangible fixed assets

The tangible and intangible assets at year-end amounted to SIT 1.682 million (31 December 2003: SIT
1,933 million), out of which tangible assets amounted to SIT 1,283 million and intangible assets to SIT
399 million.

Securities held

) for trading 3%
in SIT thousand Tangible & intangible
assets 2%
Investment structure 2004 2003 Other assets 9%
Banks 18,128,615 1,194,148 Banks 16%
Customers other than banks 37,141,709 30,131,012
Debt securities 41,661,133 56,745,906
Securities held for trading 2,854,336 2,149,292 ‘
Tangible & intangible assets 1,681,888 1,933,309
Other assets 9,504,079 9,061,796
TOTAL 110,971,760 101,215,463 Customers other
than banks 33%
Debt securities 37%
Debt securities 10%
Provisions 1%
Capital 3%
in SIT thousand Other liabilities 5%
Banks 4%
Liabilities structure 2004 2003 Customers other
than banks 77%
Banks 3,975,098 2,441,401
Customers other than banks 87,015,145 82,268,496
Debt securities 10,711,130 8,690,603
Provisions 723,762 479,216
Capital 3,227,013 3,162,956
Other liabilities 5,319,612 4,172,791

TOTAL 110,971,760 101,215,463
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Liabilities to banks

In 2004, the Bank secured important additional sources of funding with banks, which was
demonstrated by a 63% increase of such sources, or an increase by SIT 1,534 million. The balance of
loans to banks at the end of the year amounted to SIT 3,975 million. Their share on the liabilities' side
increased compared to the year before from 2.4% to 3.6%. In the liabilities to banks structure there
were 73% or SIT 2,906 million of long-term loans, and 27% or SIT 1,069 million of short-term loans.

Liabilities to customers other than banks

Liabilities to customers others than banks are the basic source of financing for the Bank investments.
In 2004, they gradually increased reaching a 6% increase, while compared to plan they were 8%
below. Their share on the liabilities' side decreased from 81% to 78%.

The largest share of overall liabilities to other than banks were deposits of individuals, amounting to
SIT 68,858 million total, representing 79% of all deposits (31 December 2003: 77%). Their increase in
2004 was 9%, thus remaining behind budget by 7%.

Sight deposits represented 47% of those liabilities (31 December 2003: 42%), short-term liabilities
accounted for 42% (31 December 2003: 49%), and long-term liabilities to 11% (31 December 2003:
9%) of total liabilities to customers other than banks.

Debt securities

Liabilities from paid-in deposit orders increased in 2004 by SIT 2,021 million or 23%. Their share of
overall liabilities increased from 8.6% t0 9.7%.

Other liabilities

The main item among other liabilities, which at the end of the year amounted to SIT 1,610 million, are
liabilities to beneficiaries from settled postal orders

Long-term provisions for liabilities and charges

Long-term provisions for liabilities and charges amounting to SIT 724 million witnessed an increase
of 51% compared to the year before. They consisted of the following:

provisions for insurance against potential losses for customers from group A in the amount of SIT
416 million,

provisions for off-balance-sheet items and other risks in the amount of SIT 235 million,
provisions for offset by groups in the amount of SIT 55 million,

provisions for pensions in the amount of SIT 3 million, and
other provisions in the amount of SIT 15 million.

In compliance with the adopted business strategy and the financial plan for 2004, the Bank allocated an
additional amount of SIT 60 million to provisions for general banking risks; as a result they amounted
to SIT 237 million at the end of the year. Provisions for general banking risks are added to the basic
equity capital.

Subordinate liabilities amounting to SIT 2,950 million at the end of 2004, which represents an
increase of 79% compared to 2003, include the following items: second issue of the PBS bond
amounting to SIT 1,500 million, sixth issue of the PBS bond amounting to SIT 1,000 million and a
hybrid instrument paid by Posta Slovenije in June 2003 amounting to SIT 150 million, and in June
2004 amounting to SIT 300 million. Subordinate liabilities are under certain conditions included in the
capital of the Bank to calculate capital adequacy.



Capital items

Without current profit the bank capital was at the end of 2004 SIT 3,163 million. It consisted of:

subscribed capital in the amount of SIT 1,243 million,

paid capital surplus in the amount of SIT 202 million,

capital reserves in the amount of SIT 912 million,

general revaluation adjustment of the capital in the amount of SIT 776 million, and
retained net profit from previous years in the amount of SIT 30 million.

During 5 floatings, the Bank issued altogether 310,845 ordinary nominal shares with a face value of
SIT 4,000.

in SIT million

Deposits of the non-banking sector,

issued securities and cash receipts AL e AL
Deposits of legal and other persons 21,217 19,423 18,305
Issued securities and cash receipts 5,796 10,191 13,211
Deposits of individuals 53,791 62,846 68,710
TOTAL 80,804 92,460 100,226
in SIT million Deposits of the non-banking sector,
issued securities and cash receipts
100,000
80,000
68,710 Deposits of individuals
60,000 62,846
53,791 Issued securities
40,000 and cash receipts
Deposits of legal and
oo | ST 101 other persons
21,217 19,423 18,305
0
2002 2003 2004  year

Off-balance-sheet operations

At the end 0f 2004 the Bank's off-balance-sheet operations amounted to SIT 55,608 million. Potential
liabilities amounted to SIT 12,979 million, which is SIT 3,825 million less than at the end of last year.
The amount of guarantees given increased by SIT 638 million in 2004 and amounted to SIT 2,772
million. Credit lines which were granted but not utilised were SIT 3,178 million higher as compared to
December 2003 and amounted to SIT 8,817 million. They also included a special liquidity loan
amounting to SIT 250 million, which would be granted to any bank in an emergency situation at the
request of the Bank of Slovenia. Overdrafts for individuals which were granted but not utilised
amounted to SIT 2,549 million, and credit lines for legal persons which were granted but not utilised
amounted to SIT 559 million. Potential liabilities also included credit lines for payment cards (SIT
1,123 million), forward transactions and debtors' liabilities according to letters of credit (SIT 268
million).
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