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NETIA SA REPORTS 2005 FIRST QUARTER RESULTS

WARSAW, Poland — May 11, 2005 — Netia SA ("Netia’ the “Company”) (WSE: NET), Poland's largest
alternative provider of fixed-line telecommunicasoservices, today announced its unaudited corgetidinancial
results in accordance with IFRS BYfor the first quarter ended March 31, 2005.

Financial Highlights:

» Revenues for Q1 2005 were PLN 216.4m (EUR 53.0m), a yeafear increase of 4%.
Please note that the changes in the presentationdt consistent with good IFRS practices, wereoihiced
as of January 1, 2005 with regard to the reclasatibn of the cost of traffic termination, includimtelligent
network revenue sharing, (previously shown sepgrateder the “Other operating expenses” categoifese
expenses are now transferred to telecommunicatevsnue and netted against the related revenueyodts
(i.e., “Interconnection revenues” and “Intelligemetwork services” lines). Due to the above, the garative
figures for periods ended through December 31, 208¢ adjusted accordingly and therefore vary fribra
figures reported previously.

» EBITDA for Q1 2005 was PLN 85.6m (EUR 21.0m), represgrdim EBITDA margin of 39.5% and a year-on-
year increase of 13%.

» Net profit for Q1 2005was PLN 23.3m (EUR 5.7m), representing a net profdargin of 10.86.
Please see section “Other Highlights” for notes aeding the impact of adjustments resulting from the
adoption of the IFRS 2 and the IFRS 3 as of Jantaf005.

» Cashat March 31, 2005 was PLN 357.8m (EUR 87.6m) aspaved to PLN 185.0m at March 31, 2004 and
PLN 301.9m at December 31, 2004.

» Netia Mobile Sp. z 0.0., Netia’s subsidiary, was aounced a winner of the UMTS tenderconcluded by the
Polish regulator (“URTIiP”) on May 9, 2005. The tendor acquiring available GSM 1800 MHz band, inieth
Netia participated in parallel, remained unresolMadaccordance with the tender procedure, NetidiMdSp.
z 0.0. has until May 16, 2005 to apply to the Resi of URTIP for the reservation of the UMTS frequies.

(*) In accordance with the International Financi®eporting Standards (“IFRS”), the International Awmting Standards
(“IAS™) and the related interpretations announcedh ithe form of regulations of the European Commissio
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Operational Highlights:

» Sales of telecommunications productsther than traditional direct voice (including indirect voice, data
transmission, interconnection revenues, wholesatelligent network and other telecom services)éased
their share of total revenues from telecom servioe29% or PLN 84.2m (EUR 20.6m) in Q1 2005 fron¥33
in Q1 2004.

» Revenues from business customeeccounted for 72% of total telecom revenues ir2Qds.

» Subscriber lines(net of voluntary churn and disconnections) weré,885 at March 31, 2005 as compared to
424,658 at March 31, 2004 aAd4,802 at December 31, 2004. Business custonesitioreased 5% year-on-
year to 145,658 and these now account for 34.36taf subscriber lines.

» Average monthly revenue per line (with regard to diect voice servicesidecreased by 11% to PLN 101
(EUR 25) in Q1 2005 from PLN 113 in Q1 2004 and4Bf from PLN 105 in Q4 2004, reflecting the contidue
overall tariff reduction trends in the sector.

» Headcountof the Netia group was 1,204 at March 31, 2005, gamed to 1,393 at March 31, 2004 and 1,234 at
December 31, 2004.

Wojciech Madalski, Netia’s President and Chief Exeative Officer, commented: “Netia’s growth from new
products continued its momentum and cash generabie® strongly in Q1 2005. Products other thaniticawhl
direct voice telephony grew 26%, with data servieasling the way with increases of 39% year-on-yeat 13%
compared to Q4 2004, as Netia continued to gaiargtavith business customers.

“EBITDA growth of 13% was driven by continued tighbntrol of costs throughout the organization. Aeti
combination of top-line growth and efficiency focisscontributing to rising cash generation. Ourhcassition
nearly doubled year-on-year, from PLN 185 million@1 2004 to PLN 358 million at March 31, 2005, vees
consistently drive performance with the objectiségrowing Netia's after capex free cash flow.

“This in turn is enabling Netia to return fundssteareholders while maintaining a high degree attatyic flexibility
and financial strength to seize new opportuniti@s.proud to report that, for the first time evéne Company has
paid a dividend, and we commenced our share antchmarepurchase program — a strong vote of confielen
Netia’'s future.”

Kent Holding, Netia’s Chief Financial Officer, added: “Revenue and EBITDA growth are in line hwdur
expectations. Strong cash generation resultedrieeacash flow spread (EBITDA margin less capea percentage
of revenues) of 16 percentage points. FollowingL&l B9 million first-ever dividend payout to sharddhers in
April 2005, Netia’'s cash position remains strong.

“The Q1 2005 results reflect accounting adjustmeelated to the implementation of new IFRS stansiawthich
are explained in detail in this announcement. Inoetance with IFRS best practices in the telecootose
additional presentation changes were introducel weijard to the netting of certain revenues andatipg costs,
with corresponding adjustments to all comparativsported revenues rose 4% to PLN 216 million in2005
from PLN 207 million in Q1 2004, while revenues kexting the impact of these presentation changes 686 to
PLN 225 million from PLN 212 million in Q1 2004. €metting of certain revenues and costs also leasffact of
boosting the EBITDA margin in Q1 2005 to 39.5% war87.9% before this adjustment.”
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Other Highlights:

>

Netia’s first ever dividend and its share and subsiption warrant buy-back program was adopted by the
Company’s ordinary shareholders' meeting held oncia7, 2005 (the “Meeting”). The dividend of PLNLO
per share, amounting in total to PLN 38.7m (EUR9,5vas paid on April 22, 2005 to shareholderseabrd
as at April 7, 2005. As a further move to returpitad to shareholders, a share and subscriptiomantibuy-
back program was approved by the Meeting. The progrfunded by up to PLN 120m (EUR 29.4m),
commenced on May 9, 2005 and will be run througie 2006 in compliance with all Polish and EU rudes
regulations. The buy-back envisages shares anamiarpurchased only on the Warsaw Stock Exchange —
off-exchange block purchases — in order to ensuagimum transparency and to give all shareholdetsleq
access. The shares to be purchased under the blaywgram shall not exceed 10% of Netia’s shapétakas

of the last day of the program’s execution.

Mr. Piotr Czapski was appointed member of Netia’s management board and Strategy and Business
Development Director, effective March 1, 2005.

Decision on early repayment of outstanding installrnt obligations resulting from Netia’s arrangement
proceedings approved in 2002vas announced on November 8, 2004. Netia propsedhe creditors entitled
to installment obligations, totaling PLN 11.9m (EWRm), exchange their installment obligations rfiew
Netia series | shares or be repaid in cash. Ouheftotal value of outstanding installment obligati, PLN
6.4m (EUR 1.6m) was exchanged for 5,875,610 nevesérshares of Netia on February 16, 2005, based o
received creditor claims for such an exchange.senies | shares began trading on the Warsaw Stockafge
as of April 13, 2005, following their assimilatiomith Netia’s remaining shares. The remaining PLHNn®.
(EUR 1.3m) will either be repaid in cash betweenyM&-20, 2005 (to those creditors who submittedrthe
respective claims by April 29, 2005) or, in theea$ creditors who did not submit information reedi for the
cash repayment by April 29, 2005, deposited withRlolish court depository. The repayment of allathment
obligations will allow for the formal completion dfll Netia's arrangement proceedings in advance¢hef
scheduled maturity of the installment obligatiogst originally for years 2007-2012. On April 26,080the
Regional Court in Warsaw issued an order on conaplaif the arrangement proceedings of Netia SopthzS
0.0., of which Netia is the legal successor, furtbefull repayment of receivables provided in #reangement
plan adopted by Netia South Sp. z 0.0. and itsitonesgl which constituted a part of the court arement
proceedings performed in connection with the finanestructuring of Netia group.

Netia's issued and outstanding share capitabqualed PLN 379,548,549 as of March 31, 2005 amd w
divided into 379,548,549 shares, PLN 1 par value gheare, each representing one right to vote aiaNet
general meeting of shareholders. Netia's sharetalagmntinues to increase upon the exercise ofcsigi®on
warrants and options, which were issued in conoeatiith Netia’s financial restructuring. As of May, 2005,
43,069,935 subscription warrants had been exercmédof a total of 64,848,442 two- and three-year
subscription warrants issued (1,361,947 two-yebsa&tption warrants expired on April 29, 2005). &sMay
11, 2005, Netia’s share capital equaled PLN 3933551

The repurchase of Netia’'s series C and E shareBue to the expiration, as of January 1, 2004,ptioos to
acquire Netia shares under the employee stock rogtian adopted in 1999, and in accordance with the
agreements signed with Centralny Dom Maklerski BegA (“CDM Pekao”), a trustee of this incentive mpla
on April 22, 2005 Netia repurchased from CDM Pek@6,881 of its series C shares and 291,767 oéitesE
shares at the purchase price of PLN 6 per shaigg fiee nominal value of these shares at the mowfethieir
issuance.

- more -



-4-

» Deferred income tax assetit March 31, 2005 was PLN 42.4m (EUR 10.4m). Thange in value of the
deferred income tax asset recognized in Q1 2005@xh@004 (which amounted to PLN 46.8m) results from
the partial utilization of temporary differencesgirer depreciation rates applied as of January0@52nd an
update of Netia’'s assessment with regard to thep@owis income tax position for the years 2005-2008.

» Adjustments related to the adoption, as of Januant, 2005, of the IFRS 2 and the IFRS 3.

- Negative goodwill.Pursuant to the adoption of the IFRS 3 “Businessiinations” by the Netia group, as
of January 1, 2005 the amount of PLN 77.7m (EURDM9, representing the unamortized part of the
negative goodwill arising from the purchase of skan Netia's subsidiaries: RST El-Net SA awliat
Internet SA, was transferred to retained earni@msequently, as of January 1, 2005 Netia ceased th
amortization of negative goodwill, which decrea&®IT and net profit results compared to earlieriqus.

- Share options.Pursuant to the adoption of the IFRS 2 “Sharebd&syments” by the Netia group, the
Company performed the valuation of the outstandiman-vested share options issued under the
performance share option plan. Under the new stdndiietia recognizes the cost of share-based avtards
employees (including share options) over the pefioth the grant date to the vesting date. The st
assessed on a fair value basis with measuremehearant date. As a result, the total cost ofcoysti
recognized as at January 1, 2005 as an adjustmestizined earnings amounted to PLN 1.2m (EUR Q.3m)
of which PLN 0.6m (EUR 0.1m) related to the yeadexh December 31, 2004. Cost of option valuation
recorded in Q1 2005 amounted to PLN 0.4m (EUR O0.Duf to the above, the comparative figures for
periods ended through December 31, 2004 were adjusicordingly and therefore vary from the figures
reported previously.
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Consolidated Financial Information

Please note that due to the changes in presentatimoduced as of January 1, 2005 in connectionhwite
implementation of the IFRS 2 “Share-based paymemisélated adjustment to employee benefit costsmeade.

In addition, the changes in the presentation formadre introduced as of January 1, 2005 with regaodthe
reclassification of the cost of traffic terminatjomcluding intelligent network revenue sharingrefiously shown
separately under the “Other operating expenses’egaty). Following the IFRS good practice in theetelm sector,
these expenses are now transferred to telecomntigrisaevenue and netted against the related reveategories (i.e.,
“Interconnection revenues” and “Intelligent netwodervices” lines).

Due to the above, the revenues and operating castgparative figures for periods ended through Ddmem81, 2004
were adjusted accordingly and therefore vary friwa figures reported previously.

Please also see our interim condensed consolidfteghcial statements for the three-month periodesh#larch 31,
2005.

Q1 2005 vs. Q1 2004

Revenuesincreased by 4% to PLN 216.4m (EUR 53.0m) for @032 compared to PLN 207.2m for Q1 2004.
Under the previously used presentation format éoenues and operating costs, revenues increasé®liyg PLN
225.5m (EUR 55.2m) from PLN 212.0m for the compleraieriod.

Revenues from telecommunications servicéscreased by 5% to PLN 213.9m (EUR 52.4m) from PA0¥.5m in

Q1 2004. The increase was attributable to the aitopri of EI-Net and the expansion of products ottiean

traditional direct voice such as data transmissioterconnection revenues and wholesale servicesl fTevenues
from products other than direct voice increase@® to PLN 84.5m (EUR 20.7m) in Q1 2005 from PLNG87

in Q1 2004, and constituted 39% of total revenuemftelecommunications services as compared to B3l

2004. The revenues from direct voice services @dset by 6% to PLN 129.4m (EUR 31.7m) in Q1 200mfRLN

137.5m in Q1 2004, reflecting mainly the overatiffaeduction trend in this product segment. Inrh2005 Netia
introduced new tariff plans for mass market cliesftéts direct voice services and continued thé-woat of ADSL

products of a broadband Internet access (see séQjuerational Review”). Under the previously uggdsentation
format for revenues and operating costs, revermoes telecommunications services increased in Q5 2007% to
PLN 223.0m (EUR 54.6m) from PLN 209.3m.

Interconnection chargesincreased by 13% to PLN 41.5m (EUR 10.2m) for Q032as compared to PLN 36.6m
for Q1 2004, driven by an increase in traffic voksn

Operating expenses (excluding interconnection chaeg) represented 41% of total revenues for Q1 2005 as
compared to 46% for Q1 2004. This improvement wagatable to the continuous increase in key ojiregecost
efficiencies, led by lower manpower costs (15.9%taial revenues for Q1 2005 vs. 18.6% for Q1 20&4Jl
advertising and promotion costs (1.9% of total neaes for Q1 2005 vs. 3.0% for Q1 2004).

EBITDA increased by 13% to PLN 85.6m (EUR 21.0m) for Q032@om PLN 75.7m for Q1 2004. EBITDA
margin increased to 39.5% from 36.6%. This wastduacreases in revenues combined with our contiaiedfort
to optimize the level of operating costs. Under pheviously used presentation format, EBITDA margicreased
to 37.9% in Q1 2005 from 35.7% in Q1 2004.

Depreciation of fixed assetsncreased by 15% to PLN 49.0m (EUR 12.0m) comptodelLN 42.6m for Q1 2004,
mainly in connection with the completion of the @stment projects and the revision of useful liviesentain fixed
assets, resulting in the introduction of higherrdefation rates as of January 1, 2005.

Amortization of intangible assetsdecreased by 7% to PLN 11.8m (EUR 2.9m) from PLMt2for Q1 2004.

Profit from operations (EBIT) was PLN 24.8m (EUR 6.1m) as compared to PLN 28i2rpl1 2004. EBIT
recorded for Q1 2004 included the amortization eéfative goodwill of PLN 7.7m. Following the impleniation
of the IFRS 3, Netia ceased the amortization ofatieg goodwill as of January 1, 2005 (see alsoi@ecOther
Highlights™).

- more -



Net financial incomewas PLN 3.1m (EUR 0.8m) as compared to PLN 8.7mQfb 2004.
Income tax chargeof PLN 4.6m (EUR 1.1m) was recorded in Q1 2005 @dse section “Other Highlights”).

Net profit was PLN 23.3m (EUR 5.8m) as compared to PLN 36@nQ1 2004. The change in net profit was
associated with the changes regarding the amaadiizaf negative goodwill, higher amortization okdd assets,
lower net financial income and the income tax chagg mentioned above.

Net cash used for the purchase of fixed assets andmputer software increased by 26% to PLN 50.0m (EUR
12.2m) for Q1 2005 from PLN 39.7m for Q1 2004 mgidue to the payments of capital expenditures ireclim
Q4 2004 as well as the extension of the IP netd@rlADSL services. In addition, PLN 4.1m (EUR 1.0wgs paid
in the last installment for Netia’s domestic longtdnce license in January 2005. As a result, ecesd for
investing activities amounted to PLN 54.1m (EUR2b3) for Q1 2005 as compared to PLN 140.5m for QQ420
The amount of cash used for investing activitieQin2004 included the cost of the EI-Net purchasépf received
cash, of PLN 95.6m (EUR 23.4m) and an installmexyinpent for Netia’'s domestic long-distance licent®IoN
4.8m (EUR 1.2m).

Cash and cash equivalentat March 31, 2005 in the amount of PLN 357.8m (ERF=6m) were available to fund
Netia’'s operations.

Q1 2005 vs. Q4 2004

Revenueswere PLN 216.4m (EUR 53.0m) for Q1 2005 as congawePLN 220.0m for Q4 2004. The revenues
from telecommunications products other than traddl direct voice increased by 3% to PLN 84.5m (ERIR/m)

in Q1 2005 from PLN 82.4m in Q4 2004. Direct vorewenues were PLN 129.4m (EUR 31.7m) for Q1 2005 as
compared to PLN 135.0m in Q4 2004. Netia introduced tariff plans with regard to all its voice sieps
(including both direct and indirect voice produdgtsMarch and April 2005 (see section “OperatioRaliew”).

EBITDA / Adjusted EBITDA was PLN 85.6m (EUR 20.9m) in Q1 2005 as compardelfd 81.3m in Q4 2004.
EBITDA margin was 39.5% for Q1 2005 as compare@djusted EBITDA margin of 37.0% for Q4 2004. The
increase in EBITDA / adjusted EBITDA and growthroérgin mentioned above was associated with lowst @b
advertising and promotion as well as lower coseoted lines and network maintenance.

Net profit of PLN 23.3m (EUR 5.7m) was recorded in Q1 200 @®spared to net profit of PLN 45.8m in Q4
2004. The change in the net profit was impactedtijmdy the income tax charge of PLN 4.6m (EUR 1.las)
opposed to the income tax benefit of PLN 46.7m (EL1RIm) recorded in Q4 2004.

Operational Review

Subscriber lines in servicewere 424,585 at March 31, 2005 as compared to6884at March 31, 2004 and
424,802 at December 31, 2004. ISDN equivalent lineeased to 90,680 at March 31, 2005 from 81#&9@arch
31, 2004 and 89,566 at December 31, 2004.

Business customer lines in serviceere 145,658 at March 31, 2005, as compared tg023%t March 31, 2004
(an increase of 5%) and remained unchanged compatted 45,658 at December 31, 2004.

Business lines as a percentage of total subscribknes at March 31, 2005 reached 34.3%, up from 32.7% at
March 31, 2004 and remained unchanged compared3wi8% at December 31, 2004.

New tariff plans within Netia’'s direct voice servieswere introduced effective April 4, 2005. The newiff plans
are targeted to mass market customers using Netigkbgue lines. Depending on a customer profilents now
have a choice between seven tariff plan option$ wiimpetitive pricing terms, including, among othethe
packages of free local and domestic long distaatie within a monthly subscription fee and unifiedes for local,
domestic long-distance and fixed-to-mobile calls.
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New tariff plans for Telekomunikacja Polska customes using Netia's indirect voice serviceg*Netia 1055”)
were introduced effective March 15, 2005. The narifftplans “Optymalna 1055” and “Zyskowna 1055”jthv
competitive pricing terms, are targeted to mediuna karge corporate clients, respectively, and aset on a per-
second billing. In addition, the price reductionsrevintroduced within the “Specjalna 1055” tarifamp, offered to
TP customers of Netia 1055 service since NovembBeéd 2with regard to fixed-to-mobile and internaabfong-
distance calls, effective March 1, 2005 and Apgil 2005, respectively.

Local calls in two stage access for Telekomunikacj®olska customers using “Netia 1055”" servicevere
introduced as of May 1, 2005. The calls will be-getafter dialing a free access number (havingionbtha
connection with the dial-in number, a client didl§, then an area code and a local number).

New product options within Netia’s ADSL broadband Internet access service “Net24were offered as of
April 4, 2005. The new options “Net24 Optimum” atdet24 VIP” are addressed to Netia's residentidissuibers
using both analog or ISDN lines and complement gkisting “Net24” service offering with regard totda
transmission speeds (i.e., download speeds of BE6and 1024 kb/s, respectively, and outbound spekfi4 kb/s
and 160 kb/s, respectively). Currently, the “Net2&tvice is offered in four options: “Net24 PremiurtNet24
Komfort”, “Net24 Optimum” and “Net24 VIP”.

A new ADSL service “SuperNet24” (in SADSL technology) was launched on April 15,080 The service is
targeted to Netia's subscribers using analog limesstly to medium and large enterprises. It is reffiein two
options — “SuperNet24 Komfort” and “SuperNet24 Pigni — providing a choice of data transmission sjsee
with unlimited data transfer in each case, (iwg-tvay speeds of 1 Mb/s and 2 Mb/s, respectivehg ixed IP
addresses.

As of May 11, 2005 there were in total 27,632 poded by Netia's clients for all type of its ADSersices (i.e.,
“Net24”, “BiznesNet24” and “SuperNet24” services).

Merrill Lynch Capital Services, Inc. (“Merrill Lync h”) withdrew its claim against the Company, Netia Telekom
SA and Netia Holdings SA for the payment of US$n8.7ogether with accrued interest and legal fees, id
connection with the termination on December 14,1260Da swap transaction that was entered into orcM&0,
2001. Further to the claim’s withdrawal, the Highutt of Justice, London, United Kingdom, decidedAgril 27,
2005 to close, with no order as to costs, the qmateedings initiated by Merrill Lynch. The claimas withdrawn
in connection with subscription of Netia’s serieshhres by Merrill Lynch.
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Key Figures *

PLN’000 Q12005 Q42004 Q32004 Q22004 Q12004
Revenues 216,376 219,988 220,340 215,884 207,182
y-0-y % change 4.4% 19.1% 23.6% 21.8% 28.8%
EBITDA / Adjusted EBITDA 85,554 81,297 83,493 83,742 75,737
Margin % 39.5% 37.0% 37.9% 38.8% 36.6%
y-0-y change % 13.0%  49.6% 56.2%  65.9%  74.0%
EBIT 24,790 (358) 29,139 28,190 28,184
Margin % 11.5% (0.2%) 13.2% 13.1% 13.6%
Net profit 23,305 45,841 44,710 32,002 36,819
Margin % 10.8% 20.8% 20.3%  14.8% 17.8%
Cash and cash equivalents 357,848 301,863 257,072 217,172 184,973
Capex related payments 50,030 50,472 49,019 52,220 39,686
EUR '000 * Q12005 Q42004 Q32004 Q22004 Q12004
Revenues 52,984 53,870 53,956 52,865 50,734
y-0-y % change 4.4% 19.1% 23.6% 21.8% 28.8%
EBITDA / Adjusted EBITDA 20,949 19,908 20,445 20,506 18,546
Margin % 39.5% 37.0% 37.9% 38.8% 36.6%
y-0-y change % 13.0% 49.6% 56.2% 65.9% 74.0%
EBIT 6,069 (88) 7,135 6,903 6,902
Margin % 11.5% (0.2%) 13.2% 13.1% 13.6%
Net profit 5,705 11,225 10,948 7,837 9,016
Margin % 10.8% 20.8% 20.3% 14.8% 17.8%
Cash and cash equivalents 87,628 73,919 62,951 53,180 45,295
Capex related payments 12,252 12,359 12,004 12,787 9,718

* The EUR amounts shown in this table and inghtre document have been translated using an egehate of PLN 4.0837
= EUR 1.00, the average rate announced by the iNdtB®ank of Poland at March 31, 2005. These figaresincluded for
the convenience of the reader only.

A Please note that due to the changes in presamiatroduced as of January 1, 2005 in connectiith the implementation
of the IFRS 2 “Share-based payments”, a relategsaient to employee benefit costs was made. Irtiaddthe changes in
the presentation format consistent with good IFR&ctces were introduced as of January 1, 2005 vatfard to the
reclassification of the cost of traffic terminatjancluding intelligent network revenue sharingefgously shown separately
under the “Other operating expenses” category)s@&lmsts are now transferred to telecommunicatievenue and netted
against the related revenue categories (i.e., rénteection revenues” and “Intelligent network $sg” lines). Due to the
above, the comparative figures for periods endeautfh December 31, 2004 were adjusted accordinglytlaerefore vary
from the figures reported previously.
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Key Operational Indicators

Q12005 Q4 2004

Q32004 Q22004 Q1 2004

Network data
Backbone (km) 5,002
Number of connected lines (cumulative) .......ww.... 516,272

Subscriber data
(with regard to direct voice services)

Subscriber lines (cumulative) ...........ccccccvvvveeereeeeenn. 424,585
Incl. ISDN equivalent of lines........ccccccevvveeeeeiiiinnns 90,680
Total net additionS ..........evvvveeeeein s e eeeeveveinienn (217)
Business net additionS............ccoovviiicccmeeeee e -
Business subscriber lines (cumulative) ................... 145,658
Business mix of total subscriber lines (cumulative).. 34.3%
Monthly ARPU (PLN) ™ ..o 101
Other
HeadCouNt ..........cvveeeeeeeeee e 1,204

5,002
514,202

424,802
89,566
(1,721)

159

145,658

34.3%
105

1,234

~ Monthly ARPUs presented in this report are gif@ma relevant three-month period.

4,939 4,876 4,874
513,662 511,562 509,882

426,523 426,606 424,658
89,132 85,938 81,698
(83) 1,948 64,511
2,332 4,144 20,490
145,499 143,167 139,023
34.1%  33.6%  32.7%
105 108 113

1,253 1,340 1,393

All data, except for the number of connected limesludes the effect of the acquisition of EI-Net.

(Tables to Follow)
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Income Statement
(PLN in thousands unless otherwise stated)

Time periods: Q1 2005 Q1 2004 Q4 2004
Telecommunications revenue
DIrECE VOICE e iutiiiee ettt ettt et et 129,445 137,466 134,985
MONthly Charges.........ccovviiieiieece s 35,736 34,639 36,088
Calling Charges......cooveeiie e 93,709 102,827 98,897
= 1ocal CallS.......ccveieicie e 30,688 35,827 33,285
— domestic long-distance calls...........cccoooveiiiinenieennens 18,085 20,974 20,465
— international long-distance calls............c..cccceevrienen. 10,835 9,224 8,574
- fixed-to-mobile calls.........ccccoovriiiiiie e 28,381 29,635 30,557
S 1101 SRS 5,720 7,167 6,016
INAIrECE VOICE......cveiiieeii ettt ettt 22,283 22,795 25,446
D - VSO 28,617 20,541 25,236
INtErcoNNECtioN FEVENUES...........cocvveeeiieeieee it 11,352 5,452 13,920
WHhOIESAIE SEIVICES ... eiieiie et 15,299 10,794 10,884
Intelligent NEtWOIrK SEIVICES........ccveeiiiiee et 5,152 5,271 4,986
Other telecommunications reVENUES...........ccceeeecuveeeeceeecrveeeernnnn. 1,784 2,181 1,899
Total telecommuniCationS rEVENUE..........c.coveiieiiieiieeeie e 213,932 204,500 217,356
OtNBI TEVENUE......coiieii et e e e e et e e e e e 2,444 2,682 2,632
TOLAl FEVENUES ......eiivietieeeieiee ettt sttt saesnestesse s 216,376 207,182 219,988
Other operating iNCOME.........ccucviiiiiiieceee e 296 283 1,319
INtErCONNECHiON CRAIGES........viveveiiiciicie ettt (41,520) (36,576) (39,376)
Salaries & benefits, incl. social security COStS........cceevriiriiinneeiennnnn, (34,340) (38,502) (31,724)
Professional SEIVICES........cccvvviiiiiiiceec et (2,942) (2,832) (3,834)
INSUFANCE. ... eeuieeiieitee it ettt ste et sae e anee e eeeneeenes (1,503) (1,816) (1,597)
Taxes aNd fEES......cciviiiiice et (11,467) (10,393) (11,754)
Cost of rented lines & network maintenance (16,183) (15,866) (19,992)
Advertising & PromMOtiON............cvevveiieiieieecie e (4,025) (6,122) (8,515)
Other operating EXPENSES........ccviiiiiierieie et (19,138) (19,621) (23,218)
EBITDA / adjusted EBITDA .....covoiiieieie et emee e 85,554 75,737 81,297
MAGIN (D) vttt b et eb ettt s 39.5% 36.6% 37.0%
Impairment and write-off charges for non-currerges..............ccceee...e. - - (21,705)
Depreciation of fiXed aSSELS.........cccceieeriiiiiciceeeeeee e (48,995) (42,566) (51,511)
Amortization of negative goodwill.............ccccevveeiiieiii e - 7,655 3,675
Amortization of intangible asSets..........cccocvv i, (11,769) (12,642) (12,114)
EBIT 24,790 28,184 (358)
Y=V I () SR 11.5% 13.6% (0.2%)
Net financial iINCOMeE / (EXPENSES)........ccourieeriiriiiieiieie et 3,065 8,722 (534)
Profit / (LOSS) DEFOre taX......ccveveieiiie et 27,855 36,906 (892)
Tax (charges) / BeNEfitS........coieiiiiie e (4,550) (87) 46,733
NEL PIOFIt ..ot e 23,305 36,819 45,841
Attributable to:
Equity holders of the Company .........cccueeeeeeeeiieee i 23,113 36,676 45,564
MINOKILY INTEIEST ..eeeiiiiiiee et e e 192 143 277
Margin (%) 10.8% 17.8% 20.8%
Earnings per share (not in thousands)............ccovvveriiieenreeneenene 0.06 0.11 0.13
Diluted earnings per share (not in thousands)..............ccccccvieemrrernrnne, 0.06 0.10 0.12
Weighted average number of shares outstandingr{ribbusands)......... 372,089,141 348,746,468 362,349,684
Weighted average diluted number of shares (ndtangands)................ 390,976,494 375,952,311 383,398,234

- more -
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Note to Financial Income / (Expense

(PLN in thousands unless otherwise stated)

Time periods: Q1 2005 Q1 2004 Q4 2004
Net interest income, incl. gain on valuation offiicial assets......... 2,783 1,562 2,535
Net foreign exchange gains. 265 1,516 847
Gain on sale of subsidiaries - 148 (86)
Amortization of discount on installment obligations. - (151) (5,700)
(@] 1 a1 R 17 5,647 1,870
TOUAI e 3,065 8,722 (534)

EBITDA/Adjusted EBITDA Reconciliation to Profit / (Loss

from Operations

(PLN in thousands unless otherwise stated)

Time periods: Q1 2005 Q1 2004 Q4 2004
Profit / (10SS) from OPerations............ccocoeeerererrenissesssesieeesesseeeas 24,790 28,184 (358)
Add back:
Depreciation of fixed assets..........cccocvvvviiieiiei e, 48,995 42,566 51,511
Amortization of negative goodwill.............cocooeriiiiniiiiniie - (7,655) (3,675)
Amortization of intangible assets.............ccccccceeiiiiiiiiiicies 11,769 12,642 12,114
Impairment and write-off charges for non-currerses.............. - - 21,705
EBITDA / adjusted EBITDA .....ccooi i 85,554 75,737 81,297

Note to Other Operating Expenses

(PLN in thousands unless otherwise stated)

Time periods: Q1 2005 Q1 2004 Q4 2004
Information technolOgy ........cooieiiiiiii e 3,515 3,681 4,606
EXIEINAl SEIVICES ..ottt e 3,454 2.646 7,026
Bad debt EXPENSE ......ceiiiiiiieeiie e 2,584 3,516 903
Office and car mainteNaNCe ........cccoooevieeveeemiiiiei e 2,337 3,309 311
Materials and ENEergy .........coooiviiiiiiiiccceene e e e 1,900 1,894 3,173
MailiNG SEIVICES ..oviieieeeii ittt a e 1,675 1,661 1,807
Travel and accommodation ...............evviceeemmeriiiiiiiinriee e eeeeeeeeeeee e 1,078 928 1,461
(O 11 0= PN 2,595 1.986 3,931
LI 7= 1 SR 19,138 19,621 23,218

- more -
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Balance Sheet

(PLN in thousands unless otherwise stated)

Time Periods March 31, 2005 December 31, 2004
Cash and cash equivalents............ccccoveveiieiciccc e 357,848 301,863
Trade and other receivables .........cooooiceeeeeeee e, 119,451 122,734
Current income tax receivables............cccocceveeviiiiiiciicceceee e, - 29
INVENTOMIES ......veiee ettt ettt ete e te e te et e e e e ereeeaeeneeereens 1,506 2,488
Prepaid XPENSES. ... .coo et 37,167 10,432
Total CUITENT ASSEIS.... .ot 515,972 437,546
Available for sale INVESIMENIS..........c..cceiieieiiie e 51 51
FiXed aSSets, NEL........cocuiiieeeceeeee e 1,790,330 1,817,156
LICENSES, NEL.......oiieii ettt eee e 217,244 222,783
Computer SOftWare, NEL.........ccoooi i 67,874 84,690
Negative goOAWILL............ccciiriiiiiece e - (77,657)
Other 10NG-termM aSSELS.......ccviiiiiiiieeee e 555 1,149
Deferred iNCOME taX @SSEL .....vccvieveeeiiie e 42,448 46,843
Total NON-CUMENE ASSELS.........cciveiieieiec et 2,118,502 2,095,015
TOTAL ASSETS ...t 2,634,474 2,532,561
Short-term liabilities for licenses..........ccccoovcvieieci e, - 4,049
Short-term installment obligations ..........cccceevvvievirei e, 5,511 11,872
Trade and other payables.............ccccveieiiieiecccc e 178,416 150,234
Current income tax liabilities..........cccoovvviiiiiiciiceeeece 11 -
PrOVISIONS.......eeiiiiiii ettt e e 5,984 7,758
Deferred INCOME.........ooovi e 11,118 10,589
Total current liabilities ...........cccooviiiiiiecece e 201,040 184,502
Long-term liabilities for ICENSES..........ccocvvivieieiiiieeeeeee 55,706 54,088
PrOVISIONS ....ciiiiiiiieieeeeee et e e s e e s e e e e e e e aaeaaeeaeeeesnnnnnes 1,833 2,137
Other long-term liabilities. ..o 935 1,216
Total non-current Habilities ...........ccccooeviieieiiiee e 58,474 57,441
Total IabilitieS .....ccoveeiieiieece e 259,514 241,943
Share Capital........ccooo oo 379,549 366,956
TrEASUNY SNATES.....c.ciiiiiiii e (2,812) (2,812)
SNare PremMium.. ... 1,616,016 1,606,519
Other supplementary capital...............ccooiciiniciiniciieeeee 285,511 203,565
Accumulated Profit...........cccooiiiiii e 91,318 111,204
Total capital and reserve attributable to the Compay’s equity

10 [0 =1 £SO 2,369,584 2,285,432
MINOFILY INEEIEST ..uvviiiieiieee et e e e e e e e s ae e 5,378 5,186
TOTAL EQUITY oo ee e 2,374,960 2,290,618
TOTAL LIABILITIES AND EQUITY i 2,634,474 2,532,561

- more -
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Cash Flow Statement

(PLN in thousands unless otherwise stated)

Time periods: Q1 2005 Q1 2004 Q4 2004
=] o] (o] 1 PR 23,305 36,819 45,841
Depreciation of fixed assets and amortizationadrises and other

INtANGIDIE ASSELS .....ccoiiiiiieeee e 60,764 55,208 63,625
Amortization of negative goodwill ...........oeieeiiii - (7,655) (3,675)
Amortization of NOtES ISSUANCE COSES .....vvvueeeeeeeiieiieeeeeeeeriee e, - 151 5,700
Interest expense accrued on license liabilitieS. .. ..eevveveeeeiiiiiinnnes 1,531 385 1,938
Deferred income tax benefit ... 4,395 - (46,843)
Non-cash employee benefits .........ccccoovreeenriii e 551 112 171
OtNEr PrOVISIONS ......vivieeeiiiireee et e st e e e e e ees 74 91 (98)
Decrease in 1ong-term assSets .........cccuveeeeeecr i 594 972 1,918
Impairment and write-off charges for non-currerseds. ..................... - - 21,705
Gain on sale of subsidiaries..............uveeecccc e ieeccr e - (148) -
Foreign exchange gains ........cccceeiiiiieereereee e (971) (1,197) (2,353)
Changes in working capital ...........cccccviimmierieeeee e 3,657 (22,436) (2,606)
Net cash provided by operating activities............cccoccevveviveveiveieecnns 93,900 62,302 85,323
Purchase of fixed assets and computer software..............ccccccevevnee. (50,030) (39,686) (50,472)
Purchase of subsidiary, net of received cash.............ccccccocevvvrrenenn. - (95,498) -
Disposal of subsidiaries...........cccccovvviiiiiiiiecc s - (504) -
Payments for ICENSES ..o (4,050) (4,790) -
Net cash used in investing actiVities.............ccocccvevnincciiiecinenns (54,080) (140,478) (50,472)
Proceeds from Share iSSUE..........cc.cceriiiiniiienceee e, 16,582 34,884 12,395
COSt Of ShAre ISSUANCE ......uvviiiiiiiiie s ccmmmmme e e e e e e e e e e aeee s (1,404) (362) (150)
Redemption of notes for warrants............ccoccceeveeeieieceee e Q) (5) -
Net cash provided by financing activities.............cccoccvvviviveveive i 15,177 34,517 12,245
Effect of exchange rate change on cash and casvaégqus .............. 988 631 (2,305)
Net change in cash and cash equivalents............c..cccccooeveveneiennennn. 55,985 (43,028) 44,791
Cash and cash equivalents at the beginning ofghed...................... 301,863 228,001 257,072
Cash and cash equivalents at the end of the periad........................ 357,848 184,973 301,863

- more -
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Definitions

ARPU — average monthly revenue per direct voice linenduthe period; ARPU is
obtained by dividing the amount of monthly revendiesn direct voice
services (excluding installation fees) by the ageraumber of subscriber
lines, in each case for the referenced three-nmoetiod;

Backbone — a telecommunications network designed to cédrey telecommunications
traffic between the main junctions of the network;

cash spending related to capital expenditunesgl the period;
cash and cash equivalents at the end of period;

a telecommunications line which was constructested and connected to
Netia's network/switching node and is ready foiatton after signing an
agreement for providing telecommunications seryices

Cost of rented lines & network — cost of rentals of lines and telecommunicatiogsigment, as well as

Capex
Cash
Connected line

maintenance maintenance, services and related expenses necessawperate our
network;
Data revenues — revenues from provisioning Frame Relay (includifgvPN-virtual private

network services), lease of lines (including leadiegs for carriers)
Internet fixed-access services and IP Transit;

Direct voice revenues — telecommunications revenues from voice servidérem by Netia to its
subscribers. Direct voice services include theofeihg traffic fractions:
local calls, domestic long-distance (DLD) callgeimational long distance
(ILD) calls, fixed-to-mobile calls and other semic(incl. Internet dial-in,
emergency calls and 0-80x/0-70x -type calls origidaby Netia’s
subscribers);

EBITDA /Adjusted EBITDA — to supplement the reporting of our consolidatedirfial information under
IFRS, we will continue to present certain financiaeasures, including
EBITDA. We define EBITDA as net income/(loss) asasared by IFRS,
adjusted for depreciation and amortization, netritial income/(expense),
income taxes and minority interest. EBITDA has béerther adjusted for
impairment of goodwill and impairment and writeféf non-current assets
and is therefore defined asljusted EBITDAWe believe EBITDA and related
measures of cash flow from operating activitievsers useful supplementary
financial indicators in measuring the operating f@enance of
telecommunication companies. EBITDA is not an IFR8asure and should
not be considered as an alternative to IFRS messineet income/(loss) or as
an indicator of operating performance or as a nreasfl cash flows from
operations under IFRS or as an indicator of ligyidiThe presentation of
EBITDA, however, enables investors to focus onquenver-period operating
performance, without the impact of non-operati@raton-recurring items. It is
also among the primary indicators we use in plagrémd operating the
business. You should note that EBITDA is not a emif or standardized
measure and the calculation of EBITDA, accordinghgy vary significantly
from company to company, and by itself providesgnounds for comparison
with other companies;

Headcount — full time employment equivalents;

Indirect voice revenues — telecommunications revenues from the serviceeradf through Netia's
prefix (1055) to customers being subscribers okpthperators. Indirect
access services include the following traffic frags: domestic long-
distance (DLD) calls, international long distanteD) calls and fixed-to-
mobile calls;

- more -
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Intelligent network services — revenues from provisioning free-phone, split-gearand premium rate
services (i.e., 0-800, 0-801 and 0-70x type sesyjagetted against the cost
of revenue sharing;

Interconnection charges — payments made by Netia to other operators fajiration, termination or
transfer of traffic using other operators’ netwqrks

Interconnection revenues — payments made by other operators to Netia for maigpn, termination or
transfer of traffic using Netia’s network, nettegamst the cost of traffic
termination;

Professional services — costs of legal, financial and other services l(edinog insurance and taxes
and fees, which are presented separately) provaBigtia by third parties;

Other operating expenses — include primarily costs of office and car mairgeoe, information

technology services, costs of materials and ener@jling services, bad
debt expense and other provisions and externakssrv

Other telecommunications — revenues from provisioning Internet dial-in seed for Netia's indirect
revenues customers (based on a call-back principle and aasacnumber (0-20)), as
well as other non-core revenues;

Other revenue — revenues from radio-trunking services provided\lagia’s subsidiary, UNI-
Net Sp. z 0.0,;

Subscriber line — a connected line which became activated and g&tkrevenue at the end of
the period,;

Wholesale services — revenues from providing commercial network sessicsuch as voice

termination, incoming Voice over Internet ProtoéolP), telehousing and
collocation as well as backbone-based services.

Netia management will hold a conference call taewthe results tomorrow, May 12, at 3:30 PM (UK):30 PM
(Continent) / 10:30 AM (Eastern). To register fdretcall and obtain dial in numbers please contact
Mark Walter at Taylor Rafferty London on +44 (0) 2614 2900 or Yuhau Lin at Taylor Rafferty New Yank +1
212 889 4350.

Some of the information contained in this newsasdecontains forward-looking statements. Readegscautioned that any such
forward-looking statements are not guarantees tfriperformance and involve risks and uncertasjtend that actual results may
differ materially from those in the forward-lookistatements as a result of various factors. Netideutakes no obligation to publicly
update or revise any forward-looking statements.
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