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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. 

(“Bank”, “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 Capital Group of Bank Zachodni WBK S.A. (“The Capital Group”) consisted of the following entities that were subject to consolidation:

Parent Entity: 

· Bank Zachodni WBK S.A.

Subsidiary entities:

· 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.
· AIB WBK Fund Management S.A.
· WBK Nieruchomości S.A. i Wspólnicy Spółka Komandytowa
· BZ WBK Inwestycje Sp. z o.o.

Entities excluded from consolidation:

Subsidiary entities:

· BZ WBK Nieruchomości S.A. 

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

· Projekty Bankowe Polsoft Sp. z o.o.

The above mentioned subsidiaries of the Capital Group of the Bank were excluded from consolidation on the basis of Article 57 of the Accounting Act dated 29 September 1994. 

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


The share capital of the Parent Entity as at 31 December 2002 amounted to PLN 729,602,840 divided into 72,960,284 shares with a nominal value of PLN 10 each.

1.4.2
The Board of Directors of the Parent Entity


The Board of Directors of the Parent Entity as at 31 December 2002 comprised the following members:

President:


Mr. Jacek Kseń

First Vice-president:

Mr. William Richard Horgan

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 24 January 2002 the Supervisory Board of the Parent Entity recalled from the Board of Directors of the Parent Entity Mr. Aleksander Kompf (from the Vice-president position), Mr. Tadeusz Figiel (from the Board Member position), Mr. Jędrzej Marciniak (from the Board Member position), Mrs. Dorota Poniatowska-Mańczak (from the Board Member position), Mr. Jacek Sieniawski (from the Board Member position), Mr. Romuald Szeliga (from the Board Member position).

At the same time the Supervisory Board of the Parent Entity appointed Mr. Michał Gajewski (as a Board Member) and Mr. Jacek Marcinowski (as a Board Member) to the Board of Directors of the Parent Entity.

1.5 Prior year consolidated financial statements

The consolidated financial statements of the Capital Group for the period from 1 January 2001 to 31 December 2001 were audited by PricewaterhouseCoopers Sp. z o.o. who issued an unqualified opinion.


The consolidated financial statements of the Capital Group for the period from 1 January 2001 to 31 December 2001 were approved at the General Shareholders’ Meeting on 11 April 2002, and submitted to the District Court on 13 May 2002 and then published in the "National Journal" No. 149 dated 25 July 2002.

1.6 Audit scope and responsibilities

We have audited the consolidated financial statements in accordance with the contract dated 31 October 2002. The audited consolidated financial statements include:

1) introduction;

2) the consolidated balance sheet as at 31 December 2002 with total assets and liabilities of PLN 24,913,038 thousand;

3) capital adequacy ratio of the Capital Group;

4) the consolidated statement of contingencies and commitments granted as at 31 December 2002 amounting to PLN 3,654,523 thousand;

5) the consolidated profit and loss account for the twelve months period ended 31 December 2002 with a net profit amounting to PLN 272,693 thousand;

6) the statement of changes in shareholders’ consolidated equity, with an increase in equity as at 31 December 2002 by PLN 361,475 thousand;

7) the consolidated cash flow statement for the period ended 31 December 2002 with an increase in cash balances amounting to PLN 419,030  thousand;

8) notes to the consolidated financial statements.

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 (Unified version, 2002, Official Journal No. 76, item 694) and the professional norms established by the Polish National Council of Certified Auditors.

According to paragraph 52 of the above mentioned Accounting Act, the consolidated financial statements are the 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 auditors’ report, to the Shareholders of the Parent Entity.

On 5 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 2002.

All our requests for additional 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 Parent Entity and 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 Information on the audited financial statements of subsidiaries included in the consolidation 

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.

prepared for the period ended 31 December 2002 have been audited with unqualified opinions of the independent auditor.

2.
Financial analysis of the Group

2.1 Summary of the consolidated financial statements

Detailed information relating to the consolidated balance sheet, consolidated profit and loss account, consolidated off-balance sheet items and consolidated cash flow is included in the Capital Group’s consolidated financial statements.

2.1.1
Consolidated balance sheet

	
	31.12.2002
	
	
	
	31.12.2001

	
	
	
	PLN ‘000
	
	
	
	PLN ‘000

	ASSETS
	
	
	
	
	

	
	
	Cash and due from NBP 
	1,389,428
	
	
	
	1,316,242

	
	
	Due from financial sector
	2,661,082
	
	
	
	6,461,330

	
	
	Due from non-financial sector
	12,002,392
	
	
	
	10,245,127

	
	
	Due from budget sector
	447,668
	
	
	
	385,300

	
	
	Receivables deriving from the purchase of buy-sell back securities 
	37,994
	
	
	
	43,736

	
	
	Debt securities
	5,890,068
	
	
	
	4,022,209

	
	
	Due from subsidiaries consolidated on equity method basis
	44
	
	
	
	159,242

	
	
	Investments in subsidiaries consolidated on equity method basis
	1,680
	
	
	
	84,372

	
	
	Investments in associated undertakings consolidated on equity method  basis
	57,867
	
	
	
	47,407

	
	
	Other investments
	240,043
	
	
	
	94,127

	
	
	Other securities and other financial assets
	240,803
	
	
	
	480,309

	
	
	Intangible assets
	263,343
	
	
	
	62,607

	
	
	Goodwill of subsidiaries
	0
	
	
	
	0

	
	
	Tangible fixed assets
	902,442
	
	
	
	1,023,096

	
	
	Other assets
	309,392
	
	
	
	219,845

	
	
	Interperiod settlements
	468,792
	
	
	
	397,311

	Total assets
	24,913,038
	
	
	
	25,042,260

	
	
	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	

	
	Liabilities
	
	
	
	
	

	
	
	Due to financial sector
	2,609,966
	
	
	
	1,998,703

	
	
	Due to non-financial sector
	16,254,877
	
	
	
	17,684,973

	
	
	Due to budget sector
	994,838
	
	
	
	1,162,055

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

	
	
	Debt securities issued
	381,823
	
	
	
	0

	
	
	Other financial instruments
	330,214
	
	
	
	232,488

	
	
	Due to subsidiaries  consolidated on equity basis
	104,340
	
	
	
	38,350

	
	
	Special funds and other liabilities
	677,709
	
	
	
	697,671

	
	
	Accruals and deferred income
	603,123
	
	
	
	688,126

	
	
	Negative  value of minority shareholders
	9,379
	
	
	
	0

	
	
	Provisions
	403,068
	
	
	
	375,414

	
	
	Subordinated debt
	0
	
	
	
	10,048

	
	
	Minority capital
	7,790
	
	
	
	0

	
	
	
	22,397,131
	
	
	
	22,887,828

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Equity
	
	
	
	
	

	
	
	Share capital
	729,603
	
	
	
	729,603

	
	
	Equity reserves
	375,425
	
	
	
	380,466

	
	
	Revaluation reserve
	192,506
	
	
	
	70,087

	
	
	Other reserves
	938,229
	
	
	
	820,393

	
	
	Undistributed profit (not covered loss) from prior year
	7,451
	
	
	
	5,374

	
	
	Net profit
	272,693
	
	
	
	148,509

	
	
	
	2,515,907
	
	
	
	2,154,432

	
	
	
	
	
	
	
	

	Total liabilities
	24,913,038
	
	
	
	25,042,260


	OFF BALANCE SHEET
	
	
	
	
	

	
	
	
	31.12.2002
	
	
	
	31.12.2001

	
	
	
	PLN’000
	
	
	
	PLN’000

	
	
	Liabilities granted
	3,654,523
	
	
	
	3,126,213

	
	
	Liabilities received
	1,116,635
	
	
	
	792,006

	
	
	Commitments resulting from sale/purchase transactions
	48,112,336
	
	
	
	51,520,289

	
	
	Other
	273,243
	
	
	
	694,236

	Total off balance sheet
	53,156,737
	
	
	
	56,132,744


2.1.2  Consolidated profit and loss account 

	
	01.01.2002 - 31.12.2002
	
	
	
	01.01.2001 - 31.12.2001

	
	PLN ‘000
	
	
	
	PLN ‘000

	Interest income
	1,835,102
	
	
	
	2,650,326

	Interest expense
	(1,015,879)
	
	
	
	(2,028,576)

	Net interest income
	819,223
	
	
	
	621,750

	
	
	
	
	
	

	Fee and commission income
	553,954
	
	
	
	481,329

	Fee and commission expense
	(89,784)
	
	
	
	(79,275)

	Net fee and commission income 
	464,170
	
	
	
	402,054

	
	
	
	
	
	

	Net income from sale of products, goods and materials
	28,291
	
	
	
	0

	Result on sales
	28,291
	
	
	
	0

	Income from shares, other securities and other financial instruments
	30,134
	
	
	
	22,661

	Net profit on financial operations
	246,970
	
	
	
	399,100

	Net profit on foreign exchange
	148,257 
	
	
	
	137,076

	Profit on banking activity 
	1,737,045
	
	
	
	1,582,641

	
	
	
	
	
	

	Other operating income
	74,206
	
	
	
	53,722

	Other operating expenses
	(27,265)
	
	
	
	(77,380)

	General expenses
	(1,067,966)
	
	
	
	(1,109,226)

	Depreciation
	(161,416)
	
	
	
	(135,082)

	
	
	
	
	
	

	Charges to provisions and revaluation
	(1,206,493)
	
	
	
	(858,954)

	Release of provisions and revaluation
	1,037,305
	
	
	
	668,745

	Net releases of provisions and decrease in respect of revaluation
	(169,188)
	
	
	
	(190,209)

	Operating profit 
	385,416
	
	
	
	124,466

	Extraordinary gains / (losses)
	189
	
	
	
	(210)

	Charges to goodwill from consolidation
	(231)
	
	
	
	(1,959)

	Charge to capital reserve from consolidation
	3,165
	
	
	
	0

	Profit before taxation
	388,539
	
	
	
	122,297

	
	 
	
	
	
	

	Corporate income tax
	(113,400)
	
	
	
	26,212

	Share in (profits) losses of entities included in the consolidation on equity basis
	1,354
	
	
	
	0

	Profit / (loss) of minority shareholders
	(3,800)
	
	
	
	0

	Net profit 
	272,693
	
	
	
	148,509


2.2 Selected financial ratios
	
	2002
	
	2001

	Total assets (PLN thousand)
	24,913,038
	
	25,042,260

	Profit before taxation (PLN thousand)
	388,539
	
	122,297

	Net profit (PLN thousand)
	272,693
	
	148,509

	Consolidated equity (PLN thousand)
	2,515,907
	
	2,154,432

	Net profit to consolidated equity*
	12.16%
	
	7.40%

	Capital adequacy ratio of the Capital Group
	10.36%
	
	13.14%

	Net receivables to total assets
	60.66%
	
	68.25%

	Income earning assets to total assets
	84.45%
	
	84.49%

	Cost bearing liabilities to total liabilities
	81.33%
	
	83.24%

	
	
	
	

	*  equity without current year profit
	
	
	

	
	
	
	

	
	
	
	


2.3
Interpretation of selected financial ratios 

The general inflation rate for the period from 1 January 2002 to 31 December 2002 was 0.8% (inflation in 2001 was 3.6%). 

In comparison to 2001 total assets did not change significantly. The most significant increase was in debt securities that grew by PLN 1,867,859 thousand (46.4 %) and amounts due from non-financial sector (an increase of PLN 1,757,265 thousand – 17.2%). Due from financial sector decreased by PLN 3,800,248 thousand (58.8%). On the liability debt securities issued amounted to PLN 381,823 thousand. Additionally the consolidated equity increased due to assets’ revaluations in accordance with the new accounting act, which came into effect from 1 January 2002. 

The overall increase in gross profit before taxation in comparison to the prior year resulted mainly from the increase in interest result and commission result, which increased by PLN 197,473 thousand and PLN 62,116 thousand respectively. In addition general expenses decreased by PLN 41,260 thousand, that was mainly a result of the decrease in staff levels under the restructuring plan in the Parent Entity. 
3.
Detailed report

3.1
Accounting principles


The accounting principles applied by the Parent Entity comply with the Accounting Act dated 29 September 1994 (Unified version, 2002, Official Journal No. 76, item 694) and the Minister of Finance Ordinance dated 10 December 2001 regarding specific accounting rules for banks (Official Journal No. 149, item 1673 with amendments).


The financial statements of the consolidated entities were prepared on the same balance sheet date as financial statements of the Parent Entity – namely 31 December 2002.

Consolidated entities apply, in all material aspects, similar accounting principles. 

3.2
Accounting 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 relevant legal regulation concerning capital groups, included in the chapter 6 of the Accounting Act dated 29 September 1994, regulations issued on the basis of the Act as well as regulations concerning entities issuing securities admitted to public trading, which are applied on a consistent basis.


The basis for preparation of the consolidated financial statements was the consolidation documentation. The consolidation documentation prepared by the Parent Entity complies with the Minister of Finance’s Ordinance dated 12 December 2001 regarding the special rules for consolidated bank accounting and consolidated financial holding companies accounting (Official Journal No. 152, item 1728).


The accounting principles of the subsidiaries and associated entities have been presented in detail in chapter 1, 9 and 12 of the ‘Introduction to the consolidated financial statements of Bank Zachodni WBK S.A.’ 

3.3
Capital adequacy ratio


Capital adequacy ratio of the Capital Group was calculated properly.

3.4
Introduction to the consolidated financial statements

All information included in the Introduction to the consolidated financial statements is presented fairly by the Capital Group when read in conjunction with the consolidated financial statements. Introduction to the consolidated financial statements constitutes an integral part of the consolidated financial statements.

3.5
Notes to the consolidated financial statements


All information included in the notes to the consolidated financial statements is presented accurately and completely when read in conjunction with the consolidated financial statements taken as a whole.

3.6 Director’s report on the Capital Group’s activity

The information presented in the director’s report on the Capital Group’s activities take account of the information presented in article 49 item 2 of the Accounting Act and is consistent with the consolidated financial statements.

3.7 Information on the independent auditors’ opinion


Based on our audit of the consolidated financial statement as of and for the year ending 31 December 2002 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, 5 March 2003
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