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1.
General information

1.1
General information of the Parent Entity

1.1.1
Name of the Parent Entity

Bank  Zachodni WBK S.A. (hereafter “The Parent Entity”)

1.1.2
Registered office of the Parent Entity

ul. Rynek 9/11

50-950 Wrocław

1.1.3
Commercial registration

Seat of the court: 

Wrocław

Date of registration: 

27.04.2001

Registration number:

0000008723

1.1.4
Tax Office and Provincial Statistical Office registration

NIP:
896-000-56-73

REGON:
930041341

1.2
Structure of the Capital Group


In the audited period the following entities within the Capital Group of Bank Zachodni WBK S.A. (hereafter “The Capital Group”) were subject to consolidation:

Parent Entity: 

· Bank Zachodni WBK S.A.

Subsidiaries:

· Dom Maklerski BZ WBK S.A.

· BZ WBK Finanse & Leasing S.A.

· BZ WBK Leasing S.A.

· BZ WBK AIB Asset Management S.A.

· BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A. – subsidiary of BZ WBK Asset Management S.A.
· Card Point S.A.
· AIB WBK Fund Management Sp. z o.o.
· BZ WBK Inwestycje Sp. z o.o.
· BZ WBK Faktor Sp. z o.o
· BZ WBK Nieruchomości S.A. i Wspólnicy Spółka Komandytowa

Entities excluded from consolidation:

Subsidiary entities:

· BZ WBK Nieruchomości S.A. 

· Brytyjsko-Polskie Towarzystwo Finansowe WBK-CU Sp. z o.o.

The above mentioned subsidiaries of the Capital Group were excluded from consolidation using full method based on art. 57 par. 2 and art. 58 par. 1 of the Accounting Act (Official Journal 2002, No 76, item 694 with subsequent amendments). 

1.3
Auditor information


KPMG Polska Audyt Sp. z o.o.

ul. Chłodna 51, XVI Floor

00-867 Warsaw 


KPMG Polska Audyt Sp. z o.o. is registered as a company authorized to audit financial statements (number 458).

1.4 
Legal status 

1.4.1
Share capital


Following the decision of Banking Supervisory Commission No 30/KNB/01 dated 7 March 2001, the Parent Entity was founded on 13 June 2001 due to the merger of Bank Zachodni S.A and Wielkopolski Bank Kredytowy S.A. for unlimited period of time.

The share capital of the Parent Entity as at 31 December 2003 amounted to PLN 729,602,840 divided into 72,960,284 shares with a nominal value of PLN 10per share.

1.4.2
The Board of Directors of the Parent Entity


At 31 December 2003, the Board of Management of the Parent Entity comprised the following members:

President:

Mr. Jacek Kseń

First Vice-president:
Mr. Cornelius O’Sullivan

Board Members:
Mr. Declan Flynn




Mr. Michał Gajewski




Mr. Michael Laurence Keegan




Mr. Justyn Konieczny




Mr. Janusz Krawczyk




Mr. Jacek Marcinowski




Mr. Mateusz Morawiecki




Mr. Maciej Węgrzyński

On 14 March 2003 Mr. William Richard Horgan completed his assignment with Bank Zachodni WBK S.A. On the same day, Mr. Cornelius O’Sullivan took up the position of the First Vice-President of the Management Board.  

On 14 January 2004 Mr. Maciej Węgrzyński resigned from his position as a Member of the Management Board of Bank Zachodni WBK S.A.  

1.4.3 Supervisory Board of the parent entity

At 31 December 2003 the Supervisory Board of the parent entity comprised of the following members:

President:
Mr. Marian Górski

Vice-president:
Mr. Gerry Byrne

Members:
Mr. Waldemar Frąckowiak


Mr. Marek Grzegorzewicz


Mr. John Power


Mr. Aleksander Szwarc


Mr. Jacek Ślotała


Mr. Declan McSweeney


Mr. Aleksander Galos

On 18 February 2003 Mr. Cornelius O’Sullivan resigned from his position as a member of the Supervisory Board.

On 10 April 2003 the General Shareholders Meeting appointed Mr. Declan McSweeney and Mr. Aleksander Galos as members of the Supervisory Board.

On 19 December 2003 Mr. Dermot Gleeson resigned from his position as a member of the Supervisory Board.

1.5 Prior year consolidated financial statements

The consolidated financial statements of the Capital Group for the period from 1 January 2002 to 31 December 2002 were audited by KPMG Polska Audyt Sp. z o.o. and received an unqualified opinion.

The closing balances as at 31 December 2002 have been properly recorded as the opening balances of the audited period.


The consolidated financial statements of the Capital Group for the period from 1 January 2002 to 31 December 2002 were approved at the General Shareholders’ Meeting on 10 April 2003, and submitted to the District Court on 25 April 2003 and then published in the National Journal “B” No. 159 dated 25 June 2003.
1.6 Audit scope and responsibilities

This report of the independent auditor was prepared for the Shareholders of Bank Zachodni WBK S.A., seated in Wrocław, ul. Rynek 9/11, and relates to the financial statements comprising of:

1) introduction to the consolidated financial statements;

2) consolidated balance sheet as at 31 December 2003 with total assets and total liabilities and equity of PLN 24,168,698 thousand;

3) capital adequacy ratio;

4) consolidated statement of contingencies and commitments granted as at 31 December 2003 amounting to PLN 4,374,730 thousand;

5) consolidated profit and loss account for the year then ended with a net profit of PLN 128,873 thousand;

6) statement of changes in consolidated shareholders’ equity for the year then ended, with an increase in equity by PLN 26,805 thousand;

7) consolidated cash flows statement for the year then ended with an decrease in cash amounting to PLN 449,359 thousand;

8) supplementary information and explanations.

We have audited the consolidated financial statements in accordance with the audit contract dated 20 October 2003. 

We conducted the audit in accordance with International Standards on Auditing as promulgated by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 September 1994, Official Journal No. 76, item 694 with subsequent amendments) and the professional standards established by the Polish National Council of Certified Auditors.

These consolidated financial statements are responsibility of the Parent Entity’s management. We have conducted an independent audit of these consolidated financial statements in order to express an opinion thereon and present this, together with a written report of independent auditor, to the Shareholders of the Parent Entity.

On 15 March 2003, the Management Board of the Parent Entity submitted a representation letter as to the completeness, fairness and accuracy of the financial statements presented for audit, which, amongst other things, confirmed that there were no undisclosed matters significantly influencing the information presented in the consolidated financial statements for the year ended 31 December 2003.

All our requests for documents and information necessary for expressing our opinion and preparing the report have been fulfilled.

KPMG Polska Audyt Sp. z o.o. is independent of the entities included in the Capital Group and the scope of the work planned and performed has not been limited in any way. The method and scope of our audit is detailed in working papers prepared by us and retained in the offices of KPMG Polska Audyt Sp. z o.o.

1.7 Audits of financial statements of the consolidated entities

The financial statements of the following subsidiaries, belonging to the Capital Group of Bank Zachodni WBK S.A. and being subject to consolidation,

· Dom Maklerski BZ WBK S.A.
· BZ WBK Finanse & Leasing S.A.

· BZ WBK Leasing S.A.
· BZ WBK AIB Asset Management S.A.

· BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A.

· Card Point S.A.

· AIB WBK Fund Management Sp. z o.o.

· BZ WBK Faktor Sp. z o.o.

for the year ended 31 December 2003, and in respect of Card Point S.A. for the period ended 31 October 2003, have been audited by KPMG Polska Audyt Sp. z o.o. and received unqualified audit opinions.

2.
Financial analysis of the Group

2.1 Summary of the consolidated financial statements

Detailed information relating to the consolidated balance sheet and the consolidated profit and loss account are included in the consolidated financial statements of the Capital Group.

2.1.1
Consolidated balance sheet

	
	31.12.2003
	
	
	
	31.12.2002

	
	
	
	PLN ‘000
	
	
	
	PLN ‘000

	ASSETS
	
	
	
	
	

	
	
	Cash and due from NBP 
	1,161,497
	
	
	
	1,389,428

	
	
	Due from financial sector
	1,073,107
	
	
	
	2,661,082

	
	
	Due from non-financial sector
	13,156,496
	
	
	
	12,002,392

	
	
	Due from budget sector
	568,291
	
	
	
	447,668

	
	
	Receivables deriving from the purchase of buy-sell back securities 
	5,806
	
	
	
	37,994

	
	
	Debt securities
	6,139,401
	
	
	
	5,890,068

	
	
	Due from subsidiaries consolidated on equity method basis
	14
	
	
	
	44

	
	
	Investments in subsidiaries consolidated on equity method basis
	651
	
	
	
	1,680

	
	
	Investments in associated undertakings consolidated on equity method  basis
	70,283
	
	
	
	57,867

	
	
	Other investments
	260,848
	
	
	
	240,043

	
	
	Other securities and other financial assets
	161,148
	
	
	
	240,803

	
	
	Intangible assets
	291,193
	
	
	
	263,343

	
	
	Tangible fixed assets
	705,707
	
	
	
	902,442

	
	
	Other assets
	259,630
	
	
	
	309,392

	
	
	Interperiod settlements
	314,626
	
	
	
	468,792

	Total assets
	24,168,698
	
	
	
	24,913,038

	
	
	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	

	
	Liabilities
	
	
	
	
	

	
	
	Due to financial sector
	1,507,420
	
	
	
	2.609,966

	
	
	Due to non-financial sector
	16,651,902
	
	
	
	16,254,877

	
	
	Due to budget sector
	1,065,538
	
	
	
	994,838

	
	
	Liabilities deriving from the sale of sell – buy back securities
	0
	
	
	
	20,004

	
	
	Debt securities issued
	792,574
	
	
	
	381,823

	
	
	Other financial instruments
	259,409
	
	
	
	330,214

	
	
	Due to subsidiaries  consolidated on equity basis
	72,465
	
	
	
	104,340

	
	
	Special funds and other liabilities
	511,775
	
	
	
	677,709

	
	
	Accruals and deferred income
	489,545
	
	
	
	603,123

	
	
	Negative  value of minority shareholders
	11,196
	
	
	
	9,379

	
	
	Provisions
	248,592
	
	
	
	403,068

	
	
	Minority capital
	15,570
	
	
	
	7,790

	
	
	
	21,625,986
	
	
	
	22,397,131

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Equity
	
	
	
	
	

	
	
	Share capital
	729,603
	
	
	
	729,603

	
	
	Equity reserves
	381,373
	
	
	
	375,425

	
	
	Revaluation reserve
	159,992
	
	
	
	192,506

	
	
	Other reserves
	1,167,176
	
	
	
	938,229

	
	
	Undistributed profit (not covered loss) from prior year
	(24,305)
	
	
	
	7,451

	
	
	Net profit
	128,873
	
	
	
	272,693

	
	
	
	2,542,712
	
	
	
	2,515,907

	
	
	
	
	
	
	
	

	Total liabilities
	24,168,698
	
	
	
	24,913,0380


	
	31.12.2003
	
	
	
	31.12.2002

	Capital adequacy ratio
	12.01%
	
	
	
	10.36%


	OFF BALANCE SHEET
	
	
	
	
	

	
	
	
	31.12.2003
	
	
	
	31.12.2002

	
	
	
	PLN’000
	
	
	
	PLN’000

	
	
	Liabilities granted
	4,374,730
	
	
	
	3,654,523

	
	
	Liabilities received
	533,857
	
	
	
	1,116,635

	
	
	Commitments resulting from sale/purchase transactions
	41,650,063
	
	
	
	48,236,556

	
	
	Other
	47,539
	
	
	
	31,777

	Total off balance sheet
	46,606,189
	
	
	
	53,039,491


2.1.2  Consolidated profit and loss account 

	
	01.01.2003 - 31.12.2003
	
	
	
	01.01.2002 - 31.12.2002

	
	PLN ‘000
	
	
	
	PLN ‘000

	Interest income
	1,422,099
	
	
	
	1,835,102

	Interest expense
	(593,033)
	
	
	
	(1,015,879)

	Net interest income
	829,066
	
	
	
	819,223

	
	
	
	
	
	

	Fee and commission income
	646,171
	
	
	
	559,663

	Fee and commission expense
	(109,704)
	
	
	
	(95,309)

	Net fee and commission income 
	536,467
	
	
	
	464,354

	
	
	
	
	
	

	Net income from sale of products, goods and materials
	51,381
	
	
	
	28,291

	Result on sales
	51,381
	
	
	
	28,291

	Income from shares, other securities and other financial instruments
	52,403
	
	
	
	37,003

	Net profit on financial operations
	73,184
	
	
	
	240,101

	Net profit on foreign exchange
	144,664
	
	
	
	148,257 

	Profit on banking activity 
	1,687,165
	
	
	
	1,737,229

	
	
	
	
	
	

	Other operating income
	61,103
	
	
	
	68,497

	Other operating expenses
	(85,344)
	
	
	
	(27,265)

	General expenses
	(1,039,899)
	
	
	
	(1,062,441)

	Depreciation
	(225,433)
	
	
	
	(161,416)

	
	
	
	
	
	

	Charges to provisions and revaluation
	(732,910)
	
	
	
	(1,206,493)

	Release of provisions and revaluation
	592,017
	
	
	
	1,037,305

	Net releases of provisions and decrease in respect of revaluation
	(140,893)
	
	
	
	(169,188)

	Operating profit 
	256,699
	
	
	
	385,416

	Extraordinary gains
	506
	
	
	
	189

	Charges to goodwill from consolidation
	0
	
	
	
	(231)

	Charge to capital reserve from consolidation
	3,165
	
	
	
	3.165

	Profit before taxation
	260,370
	
	
	
	388,539

	
	 
	
	
	
	

	Corporate income tax
	(123,476)
	
	
	
	(113,400)

	Other obligatory charges decreasing profit
	(20)
	
	
	
	0

	Share in (profits) losses of entities included in the consolidation on equity basis
	270
	
	
	
	1,354

	Profit / (loss) of minority shareholders
	(8,271)
	
	
	
	(3,800)

	Net profit 
	128,873
	
	
	
	272.693


2.2 Selected financial ratios
	
	2003
	
	2003

	Total assets (PLN thousand)
	24,168,698
	
	24,913,038

	Profit before taxation (PLN thousand)
	260,370
	
	388,539

	Net profit (PLN thousand)
	128,873
	
	272,693

	Consolidated equity (PLN thousand)
	2,542,712
	
	2,515,907

	Net profit to consolidated equity*
	5.34%
	
	12.16%

	Capital adequacy ratio of the Capital Group
	12.01%
	
	10.36%

	Net receivables to total assets
	61.23%
	
	60.66%

	Income earning assets to total assets
	86.65%
	
	84.45%

	Cost bearing liabilities to total liabilities
	82.82%
	
	81.33%

	
	
	
	

	*  equity without current year profit
	
	
	

	
	
	
	

	
	
	
	


2.3
Interpretation of selected financial ratios 

In comparison to 2002 total assets did not change significantly. During the year the largest growth within assets was in amounts due from the non financial sector which grew by PLN 1,154,104 thousand (9.6%). In addition amounts due from financial sector decreased by PLN 1,587,975 thousand (59.7%). On the liabilities side, amounts due to the non-financial sector increased by PLN 397,025 thousand (2.4%). Simultaneously amounts due to financial institutions decreased by PLN 1,102,546 thousand (42.2%).

The net profit of the Capital Group for the year 2003 amounted to PLN 128,873 thousand which is lower than the previous year, 2002, by 52.7%. Interest and commission result for the year 2003 amounted to a similar level as the result in 2002. The result on financial operations decreased by PLN 166,917 (69.5%) in the current year when compared to the previous year 2002, which had a significant impact on the current year financial result.
3.
Detailed report

3.1
Accounting principles


The accounting principles adopted by the Parent Entity are in compliance with the Accounting Act dated 29 September 1994 (Official Journal 2002, No. 76, item 694 with subsequent amendments) and Minister of Finance Regulation dated 10 December 2001 concerning specific accounting principles for banks (Official Journal No. 149, item 1673 with subsequent amendments).


The financial statements of the entities included in the consolidated financial statements were prepared on the same reporting date as the financial statements of the Parent Entity.

The consolidated entities apply, in all material aspects, uniform accounting policies. 

3.2
Principles for the preparation of the consolidated financial statements 


The consolidated financial statements of the Capital Group of Bank Zachodni WBK S.A. have been prepared in accordance with requirements described in Chapter 6 of the Accounting Act dated 29 September 1994 and relevant regulations issued based on it as well as the requirements relating to issuers of publicly traded securities. 

The consolidated documentation prepared by the Parent Entity, being the basis for preparation of the consolidated financial statements, comply with the Minister of Finance Regulation dated 12 December 2001 concerning principles of preparing consolidated financial statements of banks and financial holdings (Official Journal 2001No. 152, item 1728).


The consolidation principles adopted by the Capital Group have been presented in detail in the ‘Introduction to the consolidated financial statements of the Capital Group of Bank Zachodni WBK S.A.’ 

3.3
Principles of prudence applied by the Capital Group and the capital adequacy ratio


In the context of the audit of the financial statements, no material exceptions have been noted in the principles of prudence applied by the Capital Group. The capital adequacy ratio for the Capital Group was correctly calculated.

3.4
Materiality levels applied by the auditor

In order to issue the audit opinion on the consolidated financial statements treated as  a whole, materiality levels applied by the auditor were adequate to the materiality and the risk assessment of particular items of the consolidated financial statements.

3.5
Introduction to the consolidated financial statements

All information included in the Introduction to the consolidated financial statements is presented fairly by the Parent Entity when read in conjunction with the consolidated financial statements taken as a whole. The introduction to the consolidated financial statements constitutes an integral part of these consolidated financial statements.

3.6
Supplementary information and explanations


All information included in the notes to the consolidated financial statements is presented accurately and completely by the Parent Entity when read in conjunction with the consolidated financial statements taken as a whole. The notes constitute an integral part of the consolidated financial statements.

3.7
Management report on the activity of the Capital Group

The information presented in the Management report on the Capital Group’s activities include the information presented in article 49 item 2 of the Accounting Act and is consistent with the consolidated financial statements.
3.8
Information on the independent auditors’ opinion


Based on our audit of the consolidated financial statement as of and for the year ended 31 December 2003 we have issued an unqualified opinion.


signed on the Polish original


signed on the Polish original

	....................................................
	..........................................................

	Certified Auditor No. 4979/2575

Hanna Fludra 
	For KPMG Polska Audyt Sp. z o.o.

Certified Auditor No. 796/1670

Bogdan Dębicki, 

Member of the Board of Directors

	
	

	
	signed on the Polish original

	
	.....................................................

	
	For KPMG Polska Audyt Sp. z o.o.

Richard Cysarz, Proxy

	
	

	Warsaw, 15 March 2003
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