Bank Zachodni WBK S.A.                                                                SAB-PS 2002                                                                         in PLN ‘000


Additional Notes

1. Concentration mix of the Bank Zachodni WBK Capital Group’s exposure to individual entities, capital groups, sectoral and geographical market segments along with assessment of the related risk and deposit sources – sectoral and geographical market segments 

Over the period of 6 months of 2002, the loan portfolio noted a sustained growth. The main quality relations in the loan book structure have been maintained. The Bank did not exceed the concentration ratio. The Bank’s largest exposures stay much below the concentration ratio resulting from Banking Law § 7.

Customer

PLNk
Risk grade
Total exposure
Disbursed loan

 on balance sheet exposure
Open credit line

1 grade
1B.1C
293 184.7
277 207.7
15 977.0 

2
1A
172 691.2
170 017. 2
2 673. 9 

3 grade
1A.1B
154 904.0
153 856. 6
1 047.5 

4 grade
1A
212 614.1
147 195. 5
62 211.5 

5
1A
150 235.3
130 235. 3
20 000.0 

6 grade
1A
134 651.8
130 170. 5
4 481.3 

7 grade
1A.1B.1C
182 015.8
125 520. 6
52 995.2 

8
1B
122 500.0
122 500. 0


9
1A
120 273.0
120 273. 0


10 grade
1A. 1B
113 670.4
113 191. 1
479.3 

The Table presents 10 largest personal customers and groups of connected entities along with determination of the exposure credit quality according to the grading according to Ordinance of the Minister of Finance, dated 10 December 2001, limits and balances of the facilities.

The risk grades are following:

1- normal, 1C - watch, 2 – sub-standard, 3 – doubtful, 4 – loss.

In the case of legal entities bank applies more detailed classification of 1 – normal:

1A – high quality, 1B – stable.

The Bank has substantial high quality exposure to entities and capital groups.

The Bank’s loan portfolio is historically diversified in terms of industries. There is no one predominating industry. Exposure to individual industries does not exceed 10% of the loan portfolio, which allows for a flexible response to business cycles in the economy sectors. 

Class 
Name

PLNm
10 largest sectoral exposures
%
Gr1
Gr2
Gr3
Gr4
% gr. 2,3,4 

in the sector

01
Agriculture
793.7
6.5%
645.6
32.0
29.3
86.8
18.7%

15
Manufacture of food products and drinks
844.8
6.9%
736.2
21.3
8.6
78.8
12.9%

20
Wood industry
309.0
2.5%
219.2
65.1
7.2
17.5
29.1%

40
Supply with electric power, gas and water
617.4
5.0%
601.7
13.2
0.0
2.5
2.6%

45
Construction
561.5
4.6%
395.2
29.6
40.1
96.6
29.6%

51
Wholesale and second-hand sales (exclud. motor vehicles)
1 204.0
9.8%
832.5
95.9
54.1
221.6
30.9%

52
Retail trade (exclud. motor vehicles)
621.9
5.1%
414.3
16.9
148.0
42.7
33.4%

64
Mail and telecommunication
302.7
2.5%
302.1
0.0
0.0
0.5
0.2%

65
Financial agency
705.1
5.7%
582.7
10.1
17.5
94.8
17.4%

70
Real estate services
316.6
2.6%
265.0
6.5
43.9
1.1
16.3%

The structure of the credit exposure risk in industries is presented in the Table above. To this end, the NBP grading system was applied.

The Bank treats a retail portfolio (products offered to personal customers) separately. The share of the portfolio in the Bank’s aggregate credit exposures is 17.7% and manifests an upward tendency. Mortgage loans are becoming the leading personal product.

The structure of deposits as at 30 June 2002 was as follows:

Deposits (without interests)

PLNk
Legal entities and budget units
Personal
Total

PLN
4 407 677
10 542 567
14 950 244

· term
2 229 403
8 880 421
11 109 824

· current
2 178 274
1 662 146
3 840 420

Fx
674 634
2 268 792
2 943 426

· term
403 010
1 643 503
2 046 513

· current
271 624
625 289
896 913

Total
5 082 311
12 811 359
17 893 670

The structure of amounts due to and amounts from customers and budget sector of Bank Zachodni WBK S.A. as at 30 June 2002 and 31 December 2001 in geographical breakdown was as follows: 
Region
Amounts due to customers ,

and budget sector

%
Amounts due from customers 

and budget sector

%


30.06.2002
31.12.2001
30.06.2002
31.12.2001

1.dolnośląskie
31,9
30,7
25,1
26,3

2.kujawsko-pomorskie
3,5
3,1
3,3
3,8

3.lubelskie
0,0
0,2
1,5
1,1

4.lubuskie
6,6
4,5
6,5
6,6

5.łódzkie
1,6
3,3
1,3
1,5

6.małopolskie
0,9
0,9
2,2
2,0

7.mazowieckie
8,6
8,3
12,5
11,7

8.opolskie
5,1
5,1
4,0
4,0

9.podkarpackie
0,1
0,1
0,2
0,2

10.podlaskie
0,3
0,3
0,7
0,7

11.pomorskie
4,4
4,4
2,4
2,4

12.śląskie
5,2
5,2
5,8
5,2

13.świętokrzyskie
0,7
0,7
1,1
0,9

14.warmińsko-mazurskie
0,3
0,3
0,7
0,7

15.wielkopolskie
29,6
31,8
30,6
31,1

16.zachodniopomorskie
1,2
1,2
2,2
1,9

Total
100
100
100
100

2. Information on subsidies to foreign branches

The entities of Bank Zachodni WBK S.A. Group do not have foreign branches.

3. Information on Bank Zachodni WBK Group financial instruments

3.1 Financial instruments

 Bank zachodni WBK S.A. owns following financial instruments:

· money instruments:

· Cash deposits,

· bonds, borrowings, shares,

· receivables/payables

· derivative instruments:

· FRA,

· financial options,

· swaps.

Information on asset classification as: debt securities presenting changes in their balance in the period, in following breakdown:

· securities held for trading,

· securities held to maturity,

· granted loans and receivables originated by the enterprise,

· securities available for sale.

are presented in notes to financial statements (Notes from 5 to 11).

Detailed information on classification and valuation is presented in p. X.2 of Introduction to financial consolidated statements.
Portfolio of equity investments

Fair value of equity investments and amounts due from reverse repo transactions is as follows:

No.
Specification (available for sale)
Value at purchase price as at 31.12.2001
Fair value as at 01.01.2002
Fair value as at 30.06.2002
Difference between 30.06.2002 and purchase value as at 31.12.2001
Explanation of the difference


Shares or interests in subsidiaries
161 642.7
168 447.2
200 152.1
27 752.3


1
BZ WBK Inwestycje Sp. z o.o.
5 470.0
5 318.7
4 824.6
-645.4
valuation

2
Gospodarstwo Rolne Cisy Sp. z o.o. W likwidacji
700.0
0.0
0.0
-700.0
valuation

3
Dom Maklerski BZ WBK S.A.
68 091.0
75 389.5
76 476.9
8 385.9
valuation

4
BZ WBK Finanse & Leasing S.A.
15 012.5
20 241.7
41 559.6
26 547.2
valuations, payment of PLN 17m for the new issue shares and purchase of shares.

5
BZ WBK Nieruchomości S.A.
102.8
116.0
108.3
5.5
valuation

6
WBK Nieruchomości S.A. i Wspólnicy Sp. komandytowa
42 048.0
37 841.4
38 811.3
-3 236.7
valuation

7
GBH S.A.
26 909.3
23 006.7
23 320.3
-3 589
valuation and purchase of shares for PLN 891.00 and PLN 178.20

8
Brytyjsko - Polskie Towarzystwo Finansowe WBK - CU Sp. z o.o.
217.7
509.7
484.1
266.4
valuation

9
AIB WBK Fund Management Sp. z o.o.
2 989.4
3 366.0
2 010.1
-979.3
valuation

10
PB Polsoft Sp. z o.o.
102.0
2 657.5
1 799.8
1 697.8
valuation

11
BZ WBK Leasing S.A.
-
-
10 757.1

purchase of shares










Shares or interests in associates
59 429.8
54 689.7
58 879.8
124.7


1
BZ WBK AIB Asset Management S.A.
6 755.3
4 534.0
4 835.2
-1 920.1
valuation

2
POLFUND - Fundusz Poręczeń Kredytowych S.A.
5 000.0
5 109.5
5 272.5
272.5
valuation

3
WESTFUND Ltd. w Irlandii
150.9
3 161.1
1 925.7
1 774.8
valuation

4
eCard S.A.
3 171.4
1 316.2
661.2
-2 510.1
valuation

5
NFI Magna Polonia S.A.
42 072.5
38 964.2
44 987.8
2 915.3
valuation

6
Lubelskie Zakłady Przemysłu Skórzanego Protektor S.A.
1 604.8
1 604.8
1 197.2
-407.6
valuation

7
Kanwig-Trading Żurawica Sp. z o.o. in liquidation
670.0
0.0
-
-
sale of interests

8
Kanwig Agencja Celna Sp. z o.o in liquidation
4.9
0.0
-
-
sale of interests










Interests or shares in other entities
102 789.5
266 043.9
263 759.2
163 347.2


1
AGROREG Agencja Rozwoju Regionalnego S.A. w Nowej Rudzie
100.0
100.0
100.0
0.0
-

2
AWSA Holland II B.V.
46 046.9
47 329.0
46 736.0
689.1
valuation and reimbursement of part of costs related to forming a Dutch structure of PLN 10 176.94

3
Biuro Informacji Kredytowej SA
800.0
620.0
695.6
-104.4
valuation

4
Commercial Union Polska Towarzystwo Ubezpieczeń na Życie SA
8 866.9
196 300*
196 300*
164 300,3*
valuation

5
Commercial Union Polska Towarzystwo Ubezpieczeń Ogólnych SA
2 119.5



-

6
Commercial Union Powszechne Towarzystwo Emerytalne BPH, CU, WBK S.A.
21 013.3



-

7
CZiC Centrast SA
210.0
210.0
210.0
0.0
-

8
Dolnośląska Agencja Rozwoju Regionalnego S.A. w Wałbrzychu
102.0
102.0
102.0
0.0
-

9
Fabryka Nici ODRA S.A. in bankruptcy
2 110.8
0.0
-
-
sale of shares

10
Giełda Elbląska S.A.
100.0
100.0
100.0
0.0
-

11
Giełda Papierów Wartościowych w Warszawie SA
9.1
9.1
9.1
0.0
-

12
Bank Polskiej Spółdzielczości SA
700.0
700.0
700.0
0.0
-

13
Inter Groclin Auto SA 
6 752.1
6 943.3
6 729.2
-22.9
valuation and partial sale of shares 

14
Units in trust funds
9 545.2
9 908.4
9 063.1
-482.0
valuation

15
Karkonoska Agencja Rozwoju Regionalnego S.A. w Jeleniej Górze
80.0
80.0
80.0
0.0
-

16
Krajowa Izba Rozliczeniowa SA
625.0
625.0
625.0
0.0
-

17
Legnicka Specjalna Strefa Ekonomiczna S.A. (Special Economic Zone)
150.4
150.4
150.4
0.0
-

18
Mitex SA
367.5
367.5
-
-
sale of shares

19
MPWiK Leszno
45.6
45.6
45.6
0.0
-

20
S.W.I.F.T. - Belgia 
255.0
260.9
290.2
35.3
valuation

21
Scanclimber Sp. z o.o. 
1 690.0
1 090.0
616.4
-1 073.6
valuation

22
Wałbrzyska Specjalna Strefa Ekonomiczna Invest-Park Sp. z o.o.
1 000.1
1 002.6
1 005.7
5.6
valuation

23
Wrocławska Agencja Rozwoju Regionalnego S.A.
100.1
100.1
100.1
0.0
-

24
Centralna Tabela Ofert SA
-
-
100.8
-
Reposting of receivables from the Company


TOTAL
323 862.0
489 180.9
522 790.9
191 224.2


* Fair value regards the following entities: Commercial Union Polska Towarzystwo Ubezpieczeń na Życie S.A., Commercial Union Polska Towarzystwo Ubezpieczeń Ogólnych S.A., Commercial Union Powszechne Towarzystwo Emerytalne BPH, CU, WBK S.A.

No.
Specification (held for trading)
Value at purchase price as at  31.12.2001
Fair value as at 01.01.2002
Fair value as at 30.06.2002
Difference between 30.06.2002 and purchase value as at 31.12.2001
Explanation of the difference

3
Shares and interests held for trading
1 492.5
9 253.1
11 329.6
-196.3
 valuation

No.
Amounts due arising from reverse repo transactions
Value at purchase price as at 31.12.2001
Fair value as at 01.01.2002
Fair value as at 30.06.2002
Difference between 30.06.2002 and purchase value as at 31.12.2001
Explanation of the difference

1
Instrument 1
14 240.2
16 156.6
17 083.0
2 842.8
valuation

2
Instrument 2
-
-
4 914.5

Purchase of the company’s shares

3
Instrument 3
6 359.6
4 209.7
7 224.5
864.9
valuation, sales and purchase of shares

4
Instrument 4
-
-
2 077.0

purchase of shares 

5
Instrument 5
23 136.0
23 357.3
24 927.2
1 791.2
valuation


Total
43 735.8
43 723.6
56 226.2
5 498.9


Securities sale transactions in 1H 2002 are listed in the Table below:

No.
Equity investments (Bank Zachodni WBK portfolio)
Month of the transaction
Value at purchase price of shares/interests sold
Fair value of shares/interests sold
Income from sale
Release of provisions
Net value of shares/interests sold
Profit on sales transactions acc. to purchase price
Profit on sales transactions acc. to fair value
Portfolio type
Type of shares

1
Tarnowska Agencja Rozwoju Regionalnego S.A.
March
5.0
0.0
0.1
5.0
0.0
0.1
0.1
investment
registered

2
Inter Groclin Auto S.A.
March
85.4
85.4
165.1
0.0
85.4
79.8
79.8
investment
bearer

3
Kanwig-Trading Żurawica Sp. z o.o. in liquidation*
March
670.0
0.0
0.0
670.0
0.0
-45.0
0.0
investment
-

4
Kanwig Agencja Celna Sp. z o.o. in liquidation*
March
4.9
0.0
0.0
4.9
0.0


investment
-

5
Inter Groclin Auto S.A.
April
65.8
65.8
137.6
0.0
65.8
71.8
71.8
investment
bearer

6
Inter Groclin Auto S.A.
May
251.1
251.1
548.1
0.0
251.1
297.0
297.0
investment
bearer

7
Nowosolska Fabryka Nici ODRA S.A.
June
2 110.8
0.0
0.0
2 110.8
0.0
0.0
0.0
investment
registered

8
Mitex S.A.
June
367.5
367.5
367.5
0.0
367.5
0.0
0.0
investment
bearer

*both Companies were sold at PLN 1 each, but BZ WBK S.A. undertook to pay PLN 45 000.00 more to the buyer in return for unsettled tax and social security liabilities.

No.
Amounts due arising from reverse repo transactions
Month of the transaction
Value at purchase price of shares/interests sold
Fair value of shares/interests sold
Income from sale
Release of provision
Net value of shares/interests sold
Profit on sales transactions acc. to purchase price
Profit on sales transactions acc. to fair value
Portfolio type
Type of shares

1.
Instrument 1
January
2 327.8
2 327.8
2 444.6
0.00
2 327.8
116.8
116,8
  trading
bearer

Securities purchase transactions over the period from 1 January 2002 to 30 June 2002 are presented below:

No.
Equity investments
Month of the transaction
Value at purchase price of shares/interests sold
Type of securities

1
Gliwicki Bank Handlowy S.A.
January
0.9
Not quoted

2
Gliwicki Bank Handlowy S.A.
February
0.2
Not quoted

3
BZ WBK Finanse & Leasing S.A.
June
17,000
Not quoted

4
BZ WBK Leasing S.A.
June
10,757.1
Not quoted


Total

27,758.2


No.
Amounts due arising from reverse repo transactions
Month of the transaction
Value at purchase price of shares/interests sold
Type of securities

1
Instrument 1
January
4 613.1
quoted

2
Instrument 2
April
2 000.5
quoted

3
Instrument 3
June
2 703.2
quoted


Total

9 316.8


Information on revaluation charges due to a permanent loss of value of financial assets are presented in the Table below:

No.
Specification
Value at  purchase price
Fair value as at 01.01.2002
Increase in the revaluation charge
Decrease in the revaluation charge
Fair value as at 30.06.02

1.
Biuro Informacji Kredytowej SA
800.0
620.0
0.0
75.6
695.6

2.
Scanclimber Sp. z o.o.
1 690.0
1 090.0
473.6
0.0
616.4

3.
Units in ARKA funds
9 545.2
9 908.4
482.0
0.0
9 063.1


Total
12 035.2
11 618.4
955.6
75.6
10 375.2

Amounts due arising from reverse repo transactions

Subject of Transaction
Scope and type of the instrument
Basis of payment calculation
Transaction settlement
Income, price setting
Security for transaction
Risk type

Instrument 1
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator is obliged to repurchase all; mandator is entitled to repurchase shares at any earlier date; the Bank has such a right in closely defined circumstances (e.g. deterioration of the mandator’s financial standing)
Repurchase price will represent the value of shares at purchase price  increased by a fee; the fee is composed of a commission and reimbursement of the financial cost according to the average rate of 1M WIBOR for the overall transaction life


The core security is cash in a dedicated banking account 
Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares 

Instrument 2
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator is obliged to repurchase all; mandator is entitled to repurchase shares at any earlier date; the Bank has such a right in closely defined circumstances (e.g. deterioration of the mandator’s financial standing).


Repurchase price will represent the value of shares at purchase price  increased by a fee; the fee is calculated on the basis of the average 1M WIBOR for the life of the transaction increased by the margin 


The core security is blank bill of exchange drawn by the Mandator;
Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares

Instrument 3
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator is obliged to repurchase all shares; mandator is entitled to repurchase shares at any earlier date; the Bank has such a right in closely defined circumstances (e.g. deterioration of the mandator’s financial standing.)


Repurchase price will represent the value of shares at purchase price  increased by a fee; and reimbursement of the financial cost according to the average rate of 1M WIBOR for the overall transaction life
The core security is cash in banking and money accounts as well as shares of companies listed on WSE


Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares

Instrument 4
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator is obliged to repurchase all shares; mandator is entitled to repurchase shares at any earlier date; the Bank has such a right in closely defined circumstances (e.g. deterioration of the mandator’s financial standing.)


Repurchase price will represent the value of shares at purchase price  increased by a fee; and reimbursement of the financial cost according to the average rate of 1M WIBOR for the overall transaction life


The core security is cash in a dedicated banking account; failing to meet the obligation allows to use the purchased shares as a security.
Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares

Instrument 5
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator repurchased shares in January 2002. 
Repurchase price will represent the value of shares at purchase price  increased by a fee; the fee is calculated on the basis of the average 1M WIBOR for the life of the transaction increased by the margin 


The core security was the Company’s shares held by the Mandator
Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares

Instrument 6
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator is obliged to repurchase all; mandator is entitled to repurchase shares at any earlier date; the Bank has such a right in closely defined circumstances (e.g. deterioration of the mandator’s financial standing).
Repurchase price will represent the value of shares at purchase price  increased by a fee; the fee is calculated on the basis of the average 1M WIBOR for the life of the transaction increased by the margin
The core security is blank bill of exchange drawn by the Mandator


Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares

Instrument 7
Mandated purchase transaction of the Company’s ordinary shares listed on WSE
Value of shares calculated acc. to purchase price (excluding brokerage fees)
Mandator is obliged to repurchase all; mandator is entitled to repurchase shares at any earlier date; the Bank has such a right in closely defined circumstances (e.g. deterioration of the mandator’s financial standing.)
Repurchase price will represent the value of shares at purchase price  increased by a fee; the fee is calculated on the basis of the average 1M WIBOR for the life of the transaction increased by the margin
The core security is the Company’s shares held by the Mandator


Risk of mandator’s insolvency; in case this happens, there can also emerge the risk of change in the market price of the Company’s shares

*   terms and conditions in respect of security and fee were changed in July

** transaction completed

Derivative instruments

Instrument
PLN  Interest Rate SWAP
FX Swaps
Option for IRS in USD sold
Option for IRS in USD bought
Options for Euroindex in PLN bought
FRA
bi-currency interest rate SWAP

Number of transactions
90
714
1
1
12
4
1

Adopted accounting principles
Nominal value recorded in off balance sheet accounts. Interest accrued on a straight-line basis and taken to the balance sheet and P&L over the life of  SWAP. Adjustment to fair value at the end of the reporting period
Nominal value recorded in off balance sheet accounts. Interest accrued on a straight-line basis and taken to the balance sheet and P&L over the life of  SWAP Adjustment to fair value at the end of the reporting period.
Nominal value recorded in off balance sheet accounts. Premium amortised on a straight-line basis until the option maturity.
Nominal value recorded in off balance sheet accounts. Premium amortised on a straight-line basis until the option maturity.
Nominal value recorded in off balance sheet accounts. Premium amortised on a straight-line basis until the option maturity.
Nominal value recorded in off balance sheet accounts. Interest accrued on a straight-line basis and taken to the balance sheet and P&L over the life of  SWAP. Adjustment to fair value at the end of the reporting period.
Nominal value recorded in off balance sheet accounts for FxSwap and IRS. Interest accrued on a straight-line basis and taken to the balance sheet and P&L over the life of  SWAP. Adjustment to fair value at the end of the reporting period disclosed in the group of Fx swap products.

Fair value
-28 322
-7 623 
0.00 
0.00 

-170


Purpose
Trading
Trading
Trading
Trading
Trading
Trading
Trading

Nominal value
2 767 826
24 598 663
32 941
32 940.67 
553 143
180 000
366 800

Future income / payments
Variable
Variable
Variable
Variable
Variable
Variable
Variable

Maturity
from 30-09-02  to 27-11-06
from 01-07-02 to 17-05-04
12-08-2002
12-08-2002
from 03-09-03 to 13-03-07
from 24-07-02 to 25-11-02
from 17-05-02 to 17-05-04

Possibility of early settlement
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Price/

Range of Prices
from 8.5% to 17.8%
from 0.0084 do 6.5670
153.18
-72.47 
-51 621.83 
from 7.85% do 8.77%
9.95%; 3.668%

Possibility to convert into other asset/liability
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Set rates/ interest Payments dates
Variable
Variable
Variable
Variable
Variable
Variable
Variable

Additional collaterals
N/A
N/A
N/A
N/A
N/A
N/A
N/A










Other terms & conditions
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Type of risk
Interest rate
Interest rate /

liquidity
Interest rate
Interest rate
Interest rate
Interest rate
Interest rate / liquidity

Total liabilities – nominal value
28 532 313







Methods and significant assumptions adopted for setting the fair value of financial assets and liabilities

Shares and interests classified in the balance sheet as “Shares and interests in other entities” are measured at fair value.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between informed, willing parties in an arm’s length transaction.

Fair value is determined by:


valuation of a financial instrument at the price set on the active, regulated market which publicly trades in financial instruments, where information on the price is commonly available; if a particular market cannot be considered active, relevant adjustments are made to the valuation; 


application of an appropriate model of financial instrument valuation, where the input data come from the active, regulated market.  Theses are: discounted cash flow method and mark-to-market method;

estimation of a financial instrument price by means of estimation methods commonly recognised as proper, 
cumulating of cash flows related to a particular investment which were credibly estimated.

If as at a reporting date, it is not possible to determine a reliable market value of a given asset because of lack of quotations on the active, regulated market or lack of adequate methods for setting a fair value, or if input data to a given model is not available or sufficiently reliable, the value of a given asset is stated at the purchase price while taking into account potential write-down due to the permanent loss of value. In most cases, they are low equity investments with a minimum shareholding or number of votes at AGM of a given company. 

Valuation of assets held by Bank Zachodni WBK S.A. as a result of mandated purchase of shares is conducted in the following way:

On each day, the value of assets will correspond to the theoretical value of income from the sales of these assets, under the assumption that the transaction will be completed on a particular day. 

The basis for estimation of this value will be provisions of the transaction agreement, which sets out a method of calculating the Bank’s fee for this transaction. The indicated value will be calculated every day according to the same rules, regardless of the fact whether it will be really possible to complete a given transaction on a particular day. 

In particular, the valuation takes into account the following factors:

· valuation of assets acquired as a result of a given transaction will be made starting from the day of their purchase settlement,

· part of the Bank’s fee dependant on the length of the transaction actual life; in practice it is most frequently calculated on the basis of a set annualised interest rate, will be taken into account in the every day valuation in the amount corresponding to its value actually calculated by that day; if this part of fee is calculated according to a variable interest rate, calculations will take into account all data known for a particular day without making adjustments to earlier values, 

· part of the Bank’s fee defined as a percentage fee calculated against the transaction value, independently on the transaction period, will be fully taken account of in the valuation starting from the day the Bank settles the purchase of given assets,

· if the mandator is obliged to reimburse different costs related with the transaction to the Bank  (e.g. brokerage fees, costs of the National Depository of Securities), their value is taken account of in the valuation starting from the day the Bank settles the purchase of given assets,

all costs incurred by the Bank in relation to the transaction are taken account of starting from they day they are actually incurred, where the cost of a brokerage fee on a hypothetical order of sales of given assets is fully taken account of starting from the day of the purchase transaction settlement.

Principles of introducing financial instruments purchased on the regulated market to accounting books

As regards setting the moment of registering the transactions of financial instrument purchase on the regulated market, it is assumed that the date of relevant postings shall be the moment of concluding the transaction on the stock exchange.

Interest rate risk charge

The current market best practice for measuring the impact of foreign exchange movement on the Bank’s economic value is Value at Risk (VAR). It is often defined as a probable maximum loss (PML). VAR is a statistical based methodology that estimates the expected worst case loss in economic value as a result of the most adverse change in interest rates.

In line with assumptions, the entire interest risk rate subject to transfer is centralised by the transfer pricing in the Treasury Department.  Therefore, during the measurement of BZWBK interest rate risk, the focus will be placed on transactions concluded in the Treasury Division and on the profile of the interest rate risk arising from the internal transaction process.

Probable maximum loss arising from the interest rate risk is measured as a difference between the current and worst market valuation of the interest rate risk position in the Treasury and International Division. The approach is presented in more detail below. 

i. Market valuation of the interest rate risk of the Treasury Division position is determined by comparing the current market value (by way of the current market interest rates) of the Treasury assets and liabilities as well as the position of the branch network interest rate risk against the current book value.

ii. Next, the estimate of interest rate volatility will be made based on historical variability of the exchange rate movements  and calculation of a volatility ratio for each item on the yield curve. This volatility ratio is based on a 1-month holding period of the position.

iii. Using this estimate in respect of volatility, it is possible to determine the “worst” interest rate change for each yield curve point at a relevant confidence level. The confidence level used by BZ WBK S.A. is 99%, which is consistent with the Foreign Exchange Rate Risk Policy and recommendation of the Basle Committee.

iv. The market valuation of the worst case scenario in case of the Treasury’s interest rate risk is established by comparing the current market value (using deviations of the interest rate worst case) of the Treasury Division assets and liabilities as well as the position of the branch network interest rate risk against the current book value.

v. The difference between the real valuation and the market valuation for the worst case scenario  represents an estimated value by which the market value of the Treasury interest rate risk position will drop at the “worst” change in interest rates and 1-month holding period of the position.  

As at the end of June, PML/VAR was PLN 15.3m.

Financial assets and liabilities which are not measured at fair value

All shares and interests in other entities are measured at fair value. The only exception is shares and interests for which it was impossible to set fair value as at the reporting date. In most cases, they are low equity investments with a minimum shareholding or number of votes at AGM of a given company.

The bank holds a number of call options on equity indices as part of the management of the "Euroindex" and "Amerindex" Guaranteed Investment Deposits. These options are currently recorded at amortised book value, as the lack of a liquid market in PLN-denominated options gives rise to difficulty in obtaining reliable market values. The value of the option premium is amortised over the life of the option to maturity, at which point proceeds from exercising the option will be offset by BZ WBK's liability to customers under the terms of the Guaranteed Investment Deposits. Any net difference is expected to be immaterial.

Data on effects of stating financial effects at fair value are presented below. Effects of the balance sheet valuation as at 31 December 2001 impact the revaluation reserve, whereas the current valuation during 1H 2001 directly impacts the profit and loss account.

Balance sheet
Balance as at 

31-12-2001 
Valuation through capital
reclassification
Balance as at 

31-12-2001 

VII. Debt securities
4 022 147
21 133

4 034 280

VIII. Shares or interests in subsidiaries
152 462
16 759

169 221

IX. Shares or interests in interdependent entities
47 443
6 916

54 359

X. Shares or interest  in associates
134 619
165 763
-43 736
256 646

XI. Shares or interests in other entities
9 545
363

9 908

XII. Other securities and other financial assets
265 190
-9 070

256 120

Information on income and costs on financial assets available for sale which was removed from balance sheet (sold, liquidated)

Sales transactions in respect of assets available for sale in 1H 2002 are presented in the Table below:

Bond symbol
PS0506
PS0506
PS0506
PS0506
OK0402

Bond code
PL0000102125
PL0000102125
PL0000102125
PL0000102125
PL0000101663

Bond type
5-year
5- year
5- year
5- year
2- year

Unit denomination (PLN)
1000
1000
1000
1000
1000

Date of the currency purchase
2001-11-26
2001-11-26
2001-11-26
2001-11-26
2001-09-12

Date of the currency sales
2002-04-09
2002-04-09
2002-04-17
2002-04-11
2002-04-05

Maturity date
2006-05-12
2006-05-12
2006-05-12
2006-05-12
2002-04-21

Denomination sold
5 000 
10 000
5 000 
5 000 
4 527

Purchase amount
4 742 .5
9 485
4 742.5
4 742.5
4 164.8

Sales amount o/b
4 845 
9 710
4 888.5
4 865.0
4 505.6

Interest sold
386.6
773.2
395.9
388.9
0,0

Discount sold
21 194.7
42.4
22.5
21.5
335.9

Profit /loss
81 305.3
182.6
123.5
101.0
4.8

Information on income and costs due to sold financial assets, whose fair value could not be fairly established, with presenting balance sheet value of assets as at sale date

Income and costs due to sold financial assets, whose fair value could not be fairly established, did not occurred.

Information on revaluation charges due to permanent loss of value of financial assets
Information on revaluation charges due to permanent loss of value of financial assets is presented in the Table below:

Specification
Value at purchase price 
Fair value as at 01.01.2002
Increase in the revaluation charge
Decrease in the revaluation charge 
Fair value as at 30.06.02

Shares and interests
12 035.2
11 618.4
955.6
75.6
10 738.4

Maturity of not realized interests on debt securities
Asset/ Maturity
State treasury bonds
Municipal bonds
Commercial bonds
NBP bonds
Restructuring bonds
Commercial bills
Total

from 1 month to 3 months
29 150
4 723
0
7 511
0
246
41 630

from 3 months to 12 months
63 047
1 394
19
0
0
0
83 184

Over 12 months
0
0
0
18 724
3 514
0
3 514

Total
92 197
6 117
19
26 235
3 514
246
128 328

Realized interests on debt securities, as 30 June 2002 equalled PLN 6,574.5k.

4. Risk management in Bank Zachodni WBK Capital Group 

Credit risk in Bank Zachodni WBK Group

Credit risk is associated with the Group’s exposure to losses resulting from default on the part of its counterparts or customers. Credit risk arises at the inception of an exposure and is present until the exposure is settled.

Credit risk arises in the following two areas of activities:

· in connection with the Bank’s lending activities,

· in connection with transactions concluded by the Treasury Division.

Control of credit risk related to lending activities

Credit risk is controlled and managed by the Bank based on established credit processes, which include credit procedures, policies and best practices, and a system of lending discretions based on the skills and experience of the Bank employees. The applied credit grading and monitoring systems allow for early identification and management of any quality deterioration in the loan portfolio. In addition, the process is supported by an independent system of credit controls and reviews, which are carried out separately on large exposures (corporate customers) and other exposures.

Lending discretions

The internal regulations on lending discretions set out rules for making credit decisions by Credit Committees and the employees of the Credit Division, depending on their experience, skills and positions as well as a borrower’s risk grade.

For all exposures, which exceed the credit authorities/ IDLs of the Directors of the Corporate and Commercial Banking Departments and the Management Board member responsible for the Corporate and Commercial Banking Division, there is a procedure, which requires the credit decision to be made by a Credit Committee.

The 1st Stage Credit Committee approves loan applications where the total exposure of the Bank to a given borrower and its related companies exceeds PLN 15 million, and the 2nd Stage Credit Committee approves applications where the total exposure exceeds PLN 30 million.

Credit reviews

Loan portfolio reviews are carried out regularly at Bank Zachodni WBK S. Reviews in the Bank’s branches are conducted by: Corporate and Commercial Banking Departments, High Risk Loans Department, BZ WBK Finanse & Leasing, Credit Centre and Capital Markets Department.

As a result of the reviews, reports are prepared covering all areas of lending, monitoring, grading, provisions and recommended changes. The reviews allow for: an independent assessment of loan quality, permit the identification of loans with a potential high risk, ensure that the best loan management standards are adhered to, ensure the verification of compliance with credit policies and procedures, ensure that effective loan recovery strategies are implemented and include an assessment of the adequacy of the provisions raised.

Credit Forum

To ensure that the process of consulting sectoral policies is efficient, a credit forum is organised. The Credit Forum constitutes a platform for decision taking and communication, which leverages the best practices of the Poland Division and AIB Group in respect of the management of assets, charged with credit risk. The Forum communicates the best sectoral practices, sectoral analyses, and risk grading and valuation systems and credit policies to the branch network and the Business Center Support Divisions.

The Credit Task Force performs such tasks as: analysis of the volume trends and loan portfolio quality, analysis of provisioning levels, analysis of NPLs, recommendations of activities which would facilitate the recovery process of bad debts.

The Credit Delivery Task Force analyses and recommends changes to lending procedures and processes with a view to creating an optimum credit delivery process.

The main areas of credit risk management are supervision and management of risk assessment systems, supervision in the context of the National Bank of Poland, Chief Inspectorate of the Banking Supervision, Basle Committee, participation in the decision-taking process in large exposures, assessment of credit processes, creating lending policy and best practices, risk measurement, as well as development of measurement methods and training. 
Credit risk associated with interbank transactions

Credit limits for interbank transactions are set by the Interbank Limits Committee which reviews analyses and proposes limits to be approved by the Bank’s Management Board in line with the Interbank Credit Limits Policy.

The Policy specifies maximum limits for foreign banks based on ratings issued by Moody’s. Limits for Polish banks are determined on a case-by-case basis. Decisions are reviewed at least once a year. 

Exposures are monitored daily, taking into account additional factors to estimate the effect of derivative transactions. There are plans for implementing a more dynamic methodology that will enable a more precise measurement of exposures and will also take into account netting agreements, which will permit interbank limits to be used more effectively.

Credit risk associated with corporate client transactions

The corporate activities of the Treasury are limited to currency transactions, including currency swaps, and “Sell Buy back” transactions. Credit lines for Treasury are based on Credit Risk Equivalents in accordance with the policies of the Corporate and Commercial Banking Divisions. Credit risk exposures are monitored on a daily basis and relevant information is sent to the Credit Division.

Market risk

The Group takes on exposure to market risks. Market risks arise from open positions in interest rate, currency and equity products, all of which are exposed to general and specific market movements. The group applies a “value at risk” (VAR) methodology to estimate the market risk of positions held and the maximum losses expected, based upon a number of assumptions for various changes in market conditions. The Management Board sets limits on the value at risk that may be accepted, which is monitored on a daily basis. The daily market value at risk (VAR) measure is an estimate, with a confidence level set at 99%, of the potential loss which might arise if the current positions were to be held unchanged for one business day. The value is calculated separately for interest rate risk and currency risk transactions.

This measurement is structured so that daily losses exceeding the VAR figure should occur, on average, not more than once every 100 days. Actual outcomes are monitored regularly to test the validity of the assumptions and parameters/factors used in the VAR calculation. Since VAR constitutes an integral part of the Group’s market risk control regime, VAR limits are established by the Management Board for all trading and portfolio transactions; actual exposures against limits, together with a consolidated Group-wide VAR, are reviewed daily by management.

Currency risk

The Group takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial position and cash flows. The Management Board sets limits on the level of exposure for overnight and intra-day positions, which are monitored daily.

Interest rate risk

The Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial position and cash flows. Interest margins may increase as a result of such changes, but they also may reduce or create losses in the event of unexpected movements.

Liquidity risk

The group is exposed to daily calls on its available cash resources from overnight deposits, current accounts, maturing deposits, loan draw downs, guarantees and derivatives settled on a cash basis. The Group does not maintain cash resources to meet all of these needs as experience shows that a minimum level of reinvestment of maturing funds can be predicted with a high level of certainty. The Management Board sets limits on the minimum proportion of maturing funds available to meet such calls and on the minimum level of interbank and other borrowing facilities that should be in place to cover unexpected level of withdrawals.

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to the management of the Group. It is unusual for banks ever to be completely matched since business transacted is often diversified and of unpredicted maturity dates. An unmatched position potentially enhances profitability, but also increases the risk of losses. The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are important factors in assessing the liquidity of the Group and its exposure to changes in interest rates and exchange rates. . Liquidity requirements to support calls under guarantees and standby letters of credit are considerably less than the amount of the commitment because the Group does not generally expect the third party to draw funds under the agreement. The total outstanding contractual amount of commitments to extend credit does not necessarily represent future cash requirements, since many of these commitments will expire or terminate without being funded.

Operational risk management

Operational risk covers risk of losses arising from inadequate internal processes, human and system errors or external factors. 

Operational risk management in Bank Zachodni WBK S.A. set the following scopes of responsibility:

· organizational units - responsible for operational risk occurring in their areas (risk identification, self-assessment, loss reporting),

· operational risk team – responsible for co-ordination of the operational risk management process (system development, providing support to units, reporting, creation of data base on losses),

· Audit – responsible for control and assessment of the operational risk management quality (independent assessment of operational risk management process quality, reviews of risk identification standard in organisational units, assessment of controls).

Bank Zachodni WBK S.A. developed IT System Security Standards which cover issues related to security of the processed information, supervision of their implementation, assessment of projects in terms of their compliance with applicable standard, risk analysis while making changes to IT systems, on-going analysis of information relating to information confidentiality threats.

Bank Zachodni WBK S.A. supervises the implementation of the Group’s policy in the area of business continuity management, co-operates with business units in this respect, analyses needs, develops plans in this area.

Other operational risk areas on which Bank Zachodni WBK Group focuses are:

· Money laundering,

· Operational risk self-assessment and analysis,

· Fraud prevention,

· Personal data protection.

5. Concluded option, subscription and share sales contracts 

Put option re.  AWSA HOLLAND II B.V. interests

The Bank has a put option for 83,927 interests in AWSA HOLLAND II B.V. (BZ WBK S.A. owns in total 181,778 shares) for the benefit of one of two Company shareholders or an entity indicated by them jointly and severally provided there is a prior consent of the Bank. In the case of selling the interest by the Bank to the indicated entity these shareholders guarantee to pay the sales prices.

In line with the terms and conditions of the option, BZ WBK S.A. can sell the above mentioned interests by 6 December 2002 at the price equal to the value increased by interest set on the basis of 3M WIBOR increased by 0.2 p.p. Interest is capitalized every three months. 

At the same time, one of shareholders holds a call option, which will allow it to buy the same number of interests (as in the case of the option held by the Bank) at the same cost. Shareholder can exercise the option by 6 December 2002. In the case of shareholder call, the Bank will have to sell the interests covered by the option. 

6. Assets which constitute a security for own liabilities and liabilities of a third party

As at 30 June 2002 dent securities represented the security for liabilities. Details are described with the Note 6B.

Companies BZ WBK Finanse & Leasing S.A. and BZ WBK Leasing S.A. granted security for liabilities in the form of assignment of receivables from lease contracts.

The value of liabilities from loan agreements subject to security is:

· PLN 110,000k,

· EURO 43,500k,

· CHF 12,700k.

7. Repo/reverse repo transactions not included in the balance sheet

In 1H 2002, Bank Zachodni WBK Group did not have any repo/reverse repo transactions that would not be included in the balance sheet.

Sanctioned financial liabilities and sanctioned irrecoverable liabilities

Letter of credit backing the payment for bonds of Autostrada Wielkopolska S.A.

On 31 October 2000, the Bank took up 1,752 B series bonds of Autostrada Wielkopolska S.A. The bonds held by the Bank represent ca 5% of all issued bonds. The purchase price is the PLN equivalent of EURO 6,250k.  

The total nominal value of the bonds taken up by the Bank is PLN 365,292k. The repurchase date is 31 May 2037.

Payment for taking up the bonds was backed with a letter of credit opened for that purpose. The payment for the bonds is made in line with subsequent draw-downs from the letter of credit. The draw-downs are in PLN based on the exchange rate as at the draw-down dates. At any time, AW S.A. can demand a payment of a subsequent tranche. By 30 June 2002, the draw-down from the letter of credit totalled PLN 3,411k, which represents the equivalent of EURO 919.1k. The equivalent of EUROk 5,330.8 is still to be repaid. In line with the adopted schedule, the total amount is to be repaid by the end of 2004. 

Unpaid part of the share capital of Commercial Union Polska Towarzystwo Ubezpieczeń na Życie S.A.

Bank Zachodni WBK S.A. has 4,125 shares of Commercial Union Polska Towarzystwo Ubezpieczeń na Życie S.A. with the total nominal value of PLN 8,250k. The share was taken up in two parts: in December 1992 for PLN 145.1k and in December 1999 for PLN 8,721.8k. As a result, the total value of the purchased shares is PLN 8,866.9k. However, in 1999, the share capital was not paid by all shareholders. The paid capital totals PLN 74,287.5k, while the unpaid part PLN 8,212.5k. The unpaid part from the Bank is PLN 821.3k and represents its liability towards the Company. So far, there has been no need to pay the outstanding amount as the Company’s standing did not require obtaining funds from that source.

Unpaid part of the share capital of Polfund Fundusz Poręczeń Kredytowych S.A.

Bank Zachodni WBK S.A. has 8,000 shares of POLFUND Fundusz Poręczeń Kredytowych S.A. with the total nominal value of PLN 8,000k. The shares were taken up in August 2001. The Bank was one of the Company’s founders. In line with the Company’s Statutes, prior to the registration, the shares were covered by the Bank with a cash contribution of PLN 5,000k. The reminding PLN 3.000k is to be paid by 31 December 2002. As this is the case, the total share purchase price is PLN 8,000k, of which the amount of PLN 3,000k is unpaid and represents the Bank’s liability to the Company.

Unpaid part of the share capital of WBK Nieruchomości S.A. i Wspólnicy Spółka Komandytowa

Bank Zachodni WBK S.A. is a limited partner in WBK Nieruchomości S.A. i Wspólnicy Sp. komandytowa. The Bank has a share in the Company’s profits and losses pro rata to its contribution, i.e. 99.99%. The amount which the Bank is committed to contribute is PLN 41,995.8k. As at 30 June 2002, the unpaid amount was PLN 4,311.8k and represented the Bank’s liability. Up to date, there has been need to make the outstanding contribution as the Company’s standing did not required obtaining funds from that source. 

8. Off-balance sheet liabilities, contingent liabilities, sanctioned civil law and bank guarantees 

As at 30 June 2002, the contingent liabilities of the dominant entity, Bank Zachodni WBK SA totalled PLN 5,117,387k, of which: 

1.
sanctioned liabilities:
PLN 3,040,069k 

2.
received liabilities:
PLN 2,077,318k

The sanctioned liabilities are made up of:

1.
financing-related liabilities:
PLN 2,475,597k;

2.
guarantees:

of which:

approved export letters of credit 
PLN    564,472k,

PLN 22,706k 

In the group of financing-related liabilities, we can distinguish import letters of credit totalling PLN 129,703k and credit lines of PLN 1,974,438k.

Off-balance sheet liabilities related to concluding sale/ buy operations of PLN 59,623,641k are composed of the following items:

· liabilities arising from F/X operations totalling PLN 51,371,465 broken down into: 

1.
bought foreign currencies:
  PLN 25,555,636k 

2.
sold foreign currencies:
  PLN 25,780,062k

3.
differences arising from SWAPs:
  PLN 35,767k 

· dealings in securities – securities to be released – totalling PLN 1,484,000k. and to be received PLN 357,586k,

· liabilities arising from dealings in financial instruments – PLN 6,410,593k broken down into the purchased ones of PLN 3,396,885k and the sold ones of PLN 3,013,708k.

As at 30 June 2001, the contingent liabilities of the dominant entity, Bank Zachodni WBK SA, totalled PLN 3,694,985k, of which:

1.
sanctioned liabilities:
PLN 3,052,501k 

2.
received liabilities:
PLN 642,484k 

Sanctioned liabilities are made up of:

1.
financing-related liabilities:
PLN 2,434,429k;

2.
guarantees:
PLN 618,072k.

The contingent liabilities towards the subsidiaries and associates totalling PLN 5,045.69k include the guarantees of PLN 143k sanctioned to BZWBK Brokerage House, of PLN 16.9k sanctioned to WBK Nieruchomości SA and of PLN 4,885.79k granted to Inter Groclin Auto S.A.

The financing-related liabilities include import letters of credit of PLN 58,072k. 

The liabilities related to sale/ purchase operations totalling PLN 29,586,243k were composed of the following items: 

· liabilities arising from F/X transactions totalling PLN 26,618,233k broken down into:

1.
bought foreign currencies:
  PLN 13,114,682k 

2.
sold foreign currencies:
  PLN 13,427,323k

3.
positive differences from SWAPs:
  PLN 82,608k 

4.
negative differences from SWAPs:
  - PLN 6,380k 

· financial instruments operations of PLN 2,968,010k broken down into:

1.
purchased:
PLN 1,612,309k;

2.
sold:
PLN 1,355,701k;

The value of guarantees granted by Bank Zachodni WBK S.A. as at 30 June 2002 in risk group breakdown is presented in the table below:

Risk grade
Value in PLNk

Normal
453 393

Watch
92 790

Sub- standard
10 221

Doubtful
12 536

Loss
4 009

Total (gross)
572 949

The value of open credit lines granted by Bank Zachodni WBK S.A. (total with guarantees) as at30 June 2002 in risk group breakdown is as follows:

Risk grade

In PLNk
Legal entities
Personal
Total

Normal
1 345 676
492 563
1 838 238

Watch
262 598
126 152
388 750

Sub- standard
65 404
1 153
66 557

Doubtful
7 236
220
7 456

Loss
2 760
175
2 935

Total
1 683 674
620 262
2 303 936

9. Dividend payment and liabilities arising from the dividend approved for payment

Pursuant to Resolution no. 6 of the AGM, dated 11 April 2002, the 2001 net profit was distributed, and the date of the dividend payment was set for 10 May 2002. 

Out of the 2001 net profit, the amount of PLN 30,643,319.28 was earmarked for dividend for shareholders. 

72,960,284 shares of A,B,C,D,E,F,G series participated in the dividend payment. The dividend per share was PLN 0.42 and was paid on 10 May 2002 to the shareholders who held shares of Bank Zachodni WBK S.A. as at the dividend registration date, i.e. 24 April 2002.

AIB European Investments Ltd. According to the Bank Zachodni S.A. privatisation agreement resolutions on percentage of received dividend, resigned from the part of dividend in amount PLN 400k receivable for 2001. The after tax amount will be used to increased supplementary capital of the bank after approving resolution of Extraordinary General Meeting of Shareholders. 

10. Liabilities towards the State Treasury or local government units arising from gaining the free-hold title to buildings and premises 

As at 30 June 2002, Bank Zachodni WBK Group did not have any liabilities towards the State Treasury or local authorities units arising from gaining proprietary rights to buildings or premises.

11. Income, costs and results of operations suspended, or to be suspended in the subsequent period along with the rationale behind it

In H1 2002, no income from operations suspended in Bank Zachodni WBK Group emerged.

12. Costs of producing fixed assets under construction, fixed assets for the own needs

As at 30 June 2002, the investments commenced in Bank Zachodni WBK S.A. were PLN 413,216k. The investment in hardware and other resources of the Bank amounted to PLN 378,371k and the construction investments as well as the investments in first fixtures and fittings for the outlets totalled PLN 34,845k. 

As at 30 June 2001, the investments commenced in Bank Zachodni WBK Group were PLN 164,694k. The commenced investments in hardware and other investments across the Group totalled PLN 10,425k and construction investments and investments in first fixtures and fittings of the outlets were PLN 154,268k.

13. The capital outlays incurred and to be incurred in the upcoming 12 months from the balance sheet date, including outlays for non-financial fixed assets

In H1 2002, the capital expenditure of Bank Zachodni WBK S.A. for tangible assets totalled PLN 126,543k, of which PLN 91,232k was spent on information technology and PLN 35,311k on properties and other fixed assets. 

The capital outlays of Bank Zachodni WBK planned to be incurred over the next 12 months, starting from 30 June 2002, are:

· information technology – PLN 204,725k,

· properties and other fixed assets – PLN 60,912k.

Outlays incurred for equity investments, i.e. shares and interests were PLN 27,758.2k, of which the largest amounts were spent on the purchase of shares of the following entities: Gliwicki Bank Handlowy S.A., BZ Leasing S.A., BZ WBK Finance & Leasing S.A. 

The capital outlays incurred by BZWBK Brokerage House in H1 2002 were PLN 1,413k. The Brokerage House plans to incur capital outlays of PLN 467k by the end of 2002.

In H1 2002, BZ WBK Finance & Leasing SA incurred capital outlays totalling PLN 585.6k. The capital outlays the Company plans to incur by the end of 2002 will amount to ca PLN 1,437k. 

In H1 2002, the capital outlays incurred by BZ WBK Leasing S.A. totalled PLN 263.9k. The planned capital outlays to be incurred within 12 months as from the balance sheet date are PLN 270k. 

In H1 2002, the capital outlays of AIB WBK Fund Management Sp. z o.o. were PLN 46k. The outlays planned to be incurred by the end of 2002 are ca PLN 1,437k.

The capital outlays incurred in 2001 by Bank Zachodni WBK S.A. for tangible assets were PLN 207,294k. While the outlays for equity investments, i.e. equity shares and interests were PLN 26,458.3k, while the largest spend was related to eCard S.A., payment for shares in AWSA Holland BV and the purchase of GBH shares. The capital outlays for IT incurred by WBK Brokerage House in H1 were PLN 1,240k and PLN 659k for other projects.

Transaction of units connected with Bank Zachodni WBK in terms of the capital or organisation with regard to transferring rights and liabilities, taking account of the Bank’s credit policy and a percentage share related to transactions with connected entities 

The intercompany transactions concluded within Bank Zachodni WBK S.A. Group among its connected entities were disclosed in the consolidated financial statements by separating and excluding relevant turnover from the P&L accounts and balances from the balance sheet. The comparable data related to intercompany transactions was produced by way of analysing balances and records in accounts, while observing the materiality principle.

As at 30 June 2002, the value of items eliminated from the consolidated financial statements as a result operations concluded by the dominant entity, Bank Zachodni WBK S.A., with the entities consolidated based on acquisition accounting method is as follows: 

Item

in PLN ‘000
As at 30.06.2002
As at 30.06.2001

Amounts due from the financial sector
430 633
109 231

Amounts due to the financial sector 
429 035
109 231

Short-term receivables 
278 768
109 231

Short-term liabilities 
277 170
109 231

Long-term receivables/ liabilities 
151 865
-

Amounts due from non-financial sector 
152
-

Amount due to non-financial sector 
1 750
-

Other assets/ special funds and other liabilities 
7 407
357

Item

in PLN ‘000
Period from 01.01.2002 

to 30.06.2002
Period from 01.01.2002

 to 30.06.2001

Interest income/ costs 
13 206
16 312

Commission income 
113
302

Commission expense  
93
-

Other operating income 
4 503
2 936

Other operating costs 
2 585
498

Costs of the bank’s operations 
1 938
2 438

As at 30 June 2002, the value of items eliminated from the consolidated financial statements as a result operations concluded by the dominant entity, Bank Zachodni WBK S.A., with AIB plc is as follows: 

Item

in PLN ‘000
As at 30.06.2002
As at 30.06.2001

Amounts due from the financial sector
670 936
484 923

Amounts due to the financial sector 
99 570
3 546

Item

in PLN ‘000
Period from 01.01.2002 

to 30.06.2002
Period from 01.01.2002

 to 30.06.2001

Interest income
69 991
44 671

Interest costs
41 671
4 421

All mentioned above transactions, which took place in Bank Zachodni WBK S.A. Group were made on market conditions.

The value of exclusions due to unrealised profits of subordinated entities, valued based on the acquisition accounting method was PLN 441k.

Following the operations concluded over the I half of 2002 with other subordinated entities of Bank Zachodni WBK SA valued based on the equity method, the relevant items were transferred in the balance sheet and the P&L account of the extended consolidated statements. 

Other transactions of connected entities

On 10 June 2002 subsidiary of the bank - BZ WBK Inwestycje Sp. z o.o., purchased from Bank Zachodni WBK 25,060 registered shares of Fabryka Nici ODRA S.A. under liquidation. The sale price was PLN 1.00. The sale agreement included additional clauses in line with which if the buyer, as result of holding the shares or selling them, earns defined amounts – the part of them will be received by the bank. The company sold the purchased shares in June 2002.

14. Information on connected entities 

The financial data of subordinated entities concerning receivables and liabilities, costs and income, financial liabilities as well as other figures required for producing financial statements was included in this financial statement. Detailed data regarding eliminations between related entities and dominant entity as at 30 June 2002 and for the period from 1 January to 30 June 2002 are presented in tables below:

Dom Maklerski BZ WBK S.A


Interest income
6 868

Commission income
93

Other operating costs
40

Bank costs and management costs
1 938







BZ WBK Inwestycje Sp. z o.o.


Interest income
2

Other operating costs
5




BZ WBK Finanse & Leasing S.A.


Interest income
83

Interest costs
4 783

Other operating income
3

Other operating costs
1 285




BZ WBK LEASING S.A.


Interest income
83

Interest costs
1 116

Other operating income
5

Other operating costs
970




WBK Nieruchomości i Wspólnicy Sp. Komandytowa


Interest income
182

Other operating costs
4




AIB WBK Fund Management Sp. z o.o.


Interest income
58

Interest costs
31

Other operating costs
273

Dom Maklerski BZ WBK S.A


Amounts due from financial sector, short term, other
145 186 

Other assets
46




BZ WBK Inwestycje Sp. z o.o.


Amounts due from financial sector, short term, in current account
100

Amounts due from financial sector, short term, other
111




BZ WBK Finanse & Leasing S.A.


Amounts due from financial sector, short term, in current account
4 307

Other assets
4 123




BZ WBK LEASING S.A.


Amounts due from financial sector, short term, in current account
52

Other assets
1 774




WBK Nieruchomości i Wspólnicy Sp. Komandytowa


Amounts due from financial sector, short term, in current account
4 851




AIB WBK Fund Management Sp. Z o.o.


Amounts due from financial sector, short term, in current account
1 533

Amounts due from financial sector, short term, other
6

15. Joint undertakings which are not subject to consolidation 

In 2002, Bank Zachodni WBK S.A. did not participate in joint undertakings with entities, which are not subject to consolidation based on the acquisition accounting method or the equity method.

16. Income and costs of Bank Zachodni WBK’s brokerage operations 

Bank Zachodni WBK S.A. does not conduct brokerage operations. In the Bank’s Group, the brokerage operations are conducted by BZ WBK Brokerage House – a subsidiary of Bank Zachodni WBK S.A. 

The income from brokerage operations in H1 2002 totalled PLN 14,450k, while the costs were PLN 19,297k.

17. Charge-offs

Only receivables in the case of which the provisions were raised for the entire capital can be charged off (apart from cases when only interest is subject to charge off). 

In the case of charge off, the Bank’s receivables are posted in the off-balance sheet accounts. The capital is charged off against provisions. 

If the irrecoverability is documented in the understanding of article 16 sec. 2 of the act dated 15 February 1992 on corporate income tax (Journal of Laws no. 106/1993), we take advantage of tax credit. 

The write-offs in Bank Zachodni WBK S.A. were PLN 69,954.6k. and BZ WBK Leasing wrote-off the receivables in raised provisions in amount PLN 3,202.6k.

BZ WBK Leasing S.A. write off its own receivables against the provisions totalling PLN 3,202.62k.

18. Costs of raising provisions for future liabilities towards staff 

As at 30 June 2002, the costs related to raising provisions for future liabilities towards staff of Bank Zachodni WBK S.A. Group were as follows:

· provision for jubilee rewards and retirement compensation of PLN 46,438k,

· provision for annual bonus – PLN 13,240k,

· provision for ZUS contribution – PLN 1,818k,

· other – PLN 6,600k.

19. Costs incurred for financing staff pension schemes 

Bank Zachodni WBK S.A. Group does not incur costs related to staff pension schemes.

20. Conducted custodian operations 

Bank Zachodni WBK S.A. does not conduct custodian operations, however, this type of operations is included in the Bank’s statutes. 

21. Asset securatisation

Bank Zachodni WBK S.A. does not conduct asset securitisation.

22. Average staff number in Bank Zachodni WBK S.A. Group

As at 30 June 2002, the staff number in Bank Zachodni WBK S.A. was 9,555 FTEs.

As at the day of producing the report, the Bank employed 9,633 staff.

In H1, an average staff number in Bank Zachodni WBK S.A. was 9,659.4.

The table below presents the mix of staff employed in Bank Zachodni WBK S.A. by education: 

Education
Number
%

University/ college degree
4,582
47.6%

High school degree
4,816
50.0%

Primary/ vocational 
97
1.0%

Other
138
1.4%

Total
9,633
100.00%

In H1 2002, the average staff number in companies consolidated based on the acquisition accounting method was 316.1 FTEs.

In all companies belonging to Bank Zachodni WBK S.A. Group, university/  college graduates prevail (the reminder is represented by high school graduates).

As at 30 June 2001, the staff number in Bank Zachodni WBK S.A. was 10,550 FTEs, while in the Brokerage House, it was 369 FTEs.

As at 30 June 2001, the manpower in the companies consolidated based on the acquisition accounting method was 428 FTEs.

23. Remuneration of Bank Zachodni WBK S.A. Management Board and Supervisory Board Members

The remuneration paid to the Management Board Members of Bank Zachodni WBK in H1 was PLN  5,084.1k, and to the Supervisory Board members – PLN 198.2k. 

The salaries paid to the Management Board Members and the Supervisory Board Members in H1 2001 were PLN 6,093.5k and PLN 246.2k respectively.

In H1, two out of the Management Board Members received a remuneration of PLN 33.2k from the subsidiaries. In 2001, none of the Supervisory Board members of Bank Zachodni WBK received remuneration from the subsidiaries or associates. 

According to available data of Bank Zachodni WBK S.A. the salaries in the companies within Bank Zachodni WBK Group in H1 2002 totalled PLN 2,672.5k.

24. Non-repaid advance payments, loans, borrowings and guarantees sanctioned to the Management Board Members and the Supervisory Board Members  

As at 30 June 2002, members of the Supervisory Board of Bank Zachodni WBK did use neither loans or borrowings nor guarantees sanctioned by Bank Zachodni WBK S.A. or its subsidiaries or associates. 

As at 30 June 2002, loans granted by Bank Zachodni WBK S.A. to the Management Board Members of Bank Zachodni WBK S.A. totalled PLN 63.6k. The loans granted to Management Board Members relatives totalled PLN 128.5k and CHF 30k. All loans were granted on general conditions offered by the bank to its customers.

The balance of borrowings from the Company’s Social Fund sanctioned to staff of Bank Zachodni WBK S.A. as at 30 June 2002 was PLN 22,377k. The borrowings were sanctioned in line with the general terms and conditions of the Fund.

As at 30 June 2001, neither the Management Board Members nor the Supervisory Board Members had loan raised with Bank Zachodni WBK S.A. They did not use loans, borrowings or advances sanctioned by the Bank’s subsidiaries and associates either. 

According to available data of Bank Zachodni WBK S.A. the total loans granted by bank zachodni WBK S.A. to Management and Supervisory Board members of companies within Bank Zachodni WBK Group in H1 2002 totalled PLN 350.5k. All loans were granted on general conditions offered by the bank to its customers.

25. Significant events related to previous years included in the consolidated financial statements for H1 2002 

In H1 2002, in Bank Zachodni WBK Group, there were no significant events related to the previous years, which are included in the consolidated financial statements for H1 2002.

26. Significant post-balance sheet date events which were not reflected in the consolidated semi-annual financial statement 

Post-balance sheet date events

Significant events which had taken place in Bank Zachodni WBK Group by 31 July 2002 were presented in detail in the current reports and the consolidated quarterly report SAB QSr II -2002 published on that day. 

After the balance sheet date, i.e. after 31 December 2001, apart from the ones mentioned above, the following developments took place:

On 2 July 2002, BZ WBK Inwestycje Sp. z o.o. sold the shareholding in Gospodarstwo Rolne Niepruszewo Sp. z o.o. at the price of PLN 2,380k. The earning on the transaction was PLN 910k.

On 2 July 2002, BZ WBK Inwestycje Sp. z o.o., the Bank’s subsidiary, concluded an agreement on selling 62,487 shares in Gospodarstwo Rolne Niepruszewo Sp. z o.o. based in Niepruszewo, Wielkopolska, with the nominal value of PLN 100 each and the total nominal value of PLN 6,248,700 which represented 100% of the Company’s share capital, giving a right to all the votes at the General Meeting of Partners with Niepruszewo-based  PPHU Niwapol Sp. z o.o.

The sale price per share was PLN 2,380,000. The carrying value of the sold shares as at the day of concluding the transaction was PLN 1,469,300. The investment is a long-term capital deposit it its nature.

The Supervisory Board of Bank Zachodni WBK while exercising the authorisation included in § 3 of Resolution no. 14 of the Bank’s AGM, dated 11 April 2002, granted pursuant to art. 430 § 5 of the Code of Commercial Companies, passed resolution no. 32/2002 on specifying a consolidated text of the Bank’s Statutes.

On 06/08/2002, the Bank’s Management Board expressed their intention to issue bonds by way of the resolution re. issue of Bank Zachodni WBK bonds within the 1st Programme of Investment Bonds of Bank Zachodni WBK (PEOL) based on the following terms and conditions: 

· zero-coupon bonds, offered below the nominal value, bearer ones with the redemption period of 9 or 12 months, while they must be repurchased at the nominal price by 31/12/3002 at the latest, 

· value of the programme up to PLN 600,000k, 

· the bonds will be offered in series at the issue price set below the nominal value, 

· without non-cash benefits, 

· the ratio of the value of the bond issue programme against the issuer’s own funds is 29.76%,

· the ratio of the value of the bond issue programme and all previously issues and non-redeemed bonds of the issuer against the issuer’s own funds – 29.76%,

· the issuer will apply for admitting the bonds to public trading before the commencement of the bond subscription.

In July 2002, Bank Zachodni WBK S.A. repaid a subordinated borrowing with Ford Credit Europe plc. The value of the facility was PLN 10,000k. The balance of the subordinated liability as at the repayment day, i.e. 10 July 2002 was PLN10,100k.

The above developments did not have an impact on the financial results presented in the consolidated financial statements for H1 2002 of Bank Zachodni WBK Group.

After the balance sheet date, i.e. after 30 June 2002, no important developments which are not included in the consolidated semi-annual financial statements took place in the Group. 

27. Significant events related to the accounting year having an impact on the substantial change in the balance sheet items and the financial result 

Due to the introduction of the new Accounting Act on 1 January 2002 the group made changes in financial statements required by new regulations, which are described in p. VIII of Introduction to financial statements.

In p. VIII of introduction the adjusted balance sheet as at 31 December 2001 was presented as adjusted opening balance sheet in which the results of new valuation methods of assets on capital were included.

28. Relations between the legal predecessor and the issuer as well as on the method and range of taking over assets and liabilities 

Bank Zachodni S.A. was established in 1989 as one of the nine state-owned regional banks hived off from the National Bank of Poland. In 1991, it was transformed into a Joint Stock Company of the State Treasury. In 1999 the Bank was privatised and gained AIB European Investments Ltd. as its strategic investor. 

AIB European Investments Ltd. was also a strategic investor for WBK S.A. and had a 60.2% shareholding in this bank.

Bank Zachodni WBK S.A. was established as a result of the merger of Bank Zachodni S.A. and Wielkopolski Bank Kredytowy S.A. on 13 June 2001 (in line with art. 463 of the Commercial Code). Following art. 463 of the Commercial Code the merger of companies implied the transfer of all WBK S.A. assets onto Bank Zachodni S.A. in exchange for shares, which Bank Zachodni S.A. issued, to WBK shareholders. Prior to the merger, AGMs of each bank adopted relevant resolutions defining conditions of the merger which were in detail presented in the memorandum.

29. Inflation rates in the financial statements

In the recent years, Poland has not seen an inflation rate in excess of 20% - accumulated average annual inflation over the last three years did not reach 100% - as a result, there was no need to adjust the financial data to a relevant inflation rate. 

30. Differences between the data disclosed in the consolidated financial statements,  comparable consolidated financial data and financial data produced and published previously 

The changes resulting from introduction of the new Accounting Act in 2002 were presented in details in p. VIII of Introduction to financial statements.

Comparing to the quarterly report for 2nd quarter 2002 published on 31 July 2002 the described later changes in financial statements were made. 

In the balance sheet the presentation adjustment in all comparable periods was made.

The deferred tax is disclosed separately: deferred tax asset and deferred tax provision. Due to that change the balance sheet increased in all comparable periods by the following amounts:

· Current period

– PLN 304,326k,

· The end of 2001 
– PLN 203 507k,

· Half-year 2001 

– PLN 195 656k.

Additionally in the current period the reclassification between other assets and receivables from non-financial sector were made, and changed by:

· other receivables provisions, due to that the balance of amounts due from non-financial sector decreased and balance of other assets increased by PLN 18,085k,

· change of exclusions of intercompany transactions with one of the subsidiaries, presented in quarterly report in the item “Other assets” and currently presented in the item “Amounts due from non-financial sector” in amount PLN 5,235k.

In the receivables from non-financial sector movements between current and term receivables were made due to the detailed analysis of these items during preparation of financial notes – PLN 342,348k.

The solvency ratio of dominant entity and group was changed insignificantly due to described above balance sheet changes and due to adjusted capital requirement in fx position.

The item „Other” in off-balance sheet items were changed. In 2002 bank does not present assets taken over for debts, which in comparable periods equalled:

· as at 31 December 2001 – PLN 1 238 155k,

· as at 30 June 2001 – PLN 1 413 255k.

In the profit and loss account the consolidated net profit was changed due to changes in net profits of companies consolidated using acquisition method.

Additionally in all periods movements between the items of the extraordinary profit and loss and operating costs (profits – PLN 26k. and loss – PLN 26k.) were made due to the legislation changed resulting from the new Accounting Act. 

In the result of applied adjustments the corresponding items in cash flow statement were adjusted.

31. Changes in the applied accounting principles (policies) and the mode of producing consolidated financial statements 

The financial impact resulting from the changes in preparation of consolidated financial statements is described in details in p. VIII of Introduction to consolidated financial statements.

32. Correction of fundamental errors, their reasons, titles and impact of generated financial implications on the financial standing, assets, liquidity, financial result and profitability

There were no corrections of fundamental errors in the 2002 consolidated financial accounts of Bank Zachodni WBK Group. 

33. Uncertainty as regards going concern for connected entities and actions planned or undertaken by them with a view to eliminating it 

There are no premises which might suggest uncertainty as regards the going concern of Bank Zachodni WBK S.A. Capital Group.

34. Merger of the companies and its profile

The H1 2002 did not witness any mergers in which Bank Zachodni WBK S.A. or related entities participated.

35. Significant events related to the changes in the balance of assets, liabilities as well as profits and losses of the subordinated entities which took place between the balance sheet date on which the consolidated financial statements were produced and the balance sheet date of the subordinated entities 

In Bank Zachodni WBK Group, all subordinated entities as well as the dominant entity have the same balance sheet date.

36. Adjustment and values of individual items of the financial statements for which different valuation principles and methods were applied, in the case of making relevant transformations of financial statements of an entity subject to consolidation to the principles and methods applied by the dominant entity and in the case of waiving the transformation – rationale behind the waiver 

In the consolidated financial statements for H1 2002 of Bank Zachodni WBK Group, there were no adjustments in values of individual items of the financial statements in the case of which different valuation principles and methods were applied in the case of relevant adjustments of the financial statements of the entities subject to consolidation to the methods and principles adopted by the dominant entity.

Due to historical consolidation adjustment resulting from the sale of Central Brokerage Office to Dom Maklerski BZ WBK S.A., the adjustment of original profit of subsidiary by goodwill amortisation in the books of Dom Maklerski BZ WBK S.A. is made. Adjustment of profit in plus due to amortisation as 30 June 2002 equals PLN 1,109k.

Exclusions from consolidation based on separate regulations of subordinated entities

All companies belonging to Bank Zachodni WBK Group were consolidated based on the acquisition accounting method or valued based on the equity method.

37. Other supplementary information 

37.1 Other events which may have an impact on the standing of Bank Zachodni WBK Group

Since Q2 2002, the remuneration for AIB WBK Fund Management Sp. z o.o. for managing the assets of NFI Magna Polonia S.A. has been decreasing. Starting from 1 April 2002 to 31 December 2002, annual lump sum for the management will be the PLN equivalent of USD 2,150,000 /excluding VAT/ (by the end of Q2 2002, the remuneration had been set at USD 2,350,000 /excluding VAT/).

37.2 Significant court cases in which Bank Zachodni WBK S.A. is involved

BGŻ S.A. v/s WBK S.A.

Provincial Court in Warsaw, with its ruling of 5 June 1998, dismissed entirely the claim of the Head Office of Bank Gospodarki Żywnościowej in Warsaw to adjudicate the return of the amount which was received in the course of legal recovery proceedings from a reguarantee granted by BGŻ SA in favour of WBK for the debts of Spółdzielnia Przetwórstwa Owocowo – Warzywnego “Frutex” in Ełk and the interest payment related to the amount adjudged to BGŻ S.A.

BGŻ SA lodged an appeal against the ruling, which was delivered, to the Bank on 1 March 1999. The court reviewed the appeal on 7 September 1999. By its ruling of 21 September 1999, the Court of Appeal in Warsaw took into account the appeal of Bank Gospodarki Żywnościowej S.A. in Warsaw against the ruling of the Lower Court (the court of the first instance) favourable for WBK and adjudicated the payment by WBK to BGŻ of PLN 9,094k together with the statutory interest due for the periods indicated in the ruling as the reimbursement of the amount received by WBK in the execution proceedings, conducted due to the BGŻ’s re-guarantee of the liabilities of Spółdzielnia Przetwórstwa Owocowo-Warzywnego “Frutex” in Ełk towards WBK.

WBK S.A. lodged the final appeal to the Appeal Court. The Supreme Court in Warsaw, with its decision dated 17 May 2002, took account of the final appeal lodged by BZ WBK S.A. and quashed the decision of the Appeal Court in Warsaw and submitted the case for reconsideration. The Bank has a provision for this disputable amount. 

 J .Pielin v/s KBS S.A. and WBK S.A. 

The Lower Court (Provincial Court in Zielona Góra) conducted a case where Jerzy Pielin brought an action against Komunalny Bank Spółdzielczy in Zielona Góra and WBK SA (in connection with the acquisition of KBS by WBK).

Jerzy Pielin, the plaintiff, petitioned the court for total adjudication of PLN 1,395k from the relevant parties, together with the statutory interest accrued from 30 July 1993. On 28/03/2001, the claim of J. Pielin was entirely dismissed, and the decision was favourable for the Bank.

The plaintiff lodged an appeal to which a response was produced. On 29.01.2002, the Appeal Court in Poznań dismissed the appeal submitted by J. Pielin and confirmed the validity of the ruling, which entirely dismissed the plaintiff’s claim. The ruling became enforceable in April.

“Interinwest” Sp. z o.o. v/s WBK S.A. Centrala

Interinwest SA and Mr. Piotr Gwizd filed a suit for payment against Wielkopolski Bank Kredytowy S.A. on 30 December 1999. The claim seeks:

1. adjudicating for the benefit of the Plaintiff, Piotr Gwizd, the payment along with the statuary interest from the day of the claim’s delivery to the defendant paralleled by transferring, by the plaintiff onto the defendant, part of the receivables towards DZM “Dozamet” under bankruptcy arising from a short-term loan together with interest raised by the company in 1991 – PLN 20k,

2. to adjudicate for the benefit of the Plaintiff „Interinwest” S.A., with a registered office in Poznań, the amount of PLN 7,197k along with statutory interest effective as of the date of the claim’s delivery to the Defendant paralleled by transferring, by the plaintiff onto the defendant, part of the receivables towards DZM “Dozamet” under bankruptcy arising from a short-term loan together with interest raised by the company in 1991 –  PLN 11,855k,

3. to award costs of legal proceedings  to the Plaintiffs jointly from the Defendant.

In their statement of reasons, the Plaintiffs raised, among others, the fact that the Bank, in the agreement concluded on 19 March 1999, stated that debt it was selling was indisputable and mature (§ 1 of the agreement).  Furthermore, the Defendant stated  (§ 3 of the agreement) that as a security for the sold debt the Defendant is, among others, entitled to:

· repossession of machinery and equipment located on the debtor’s premises with a total value of PLN 515k – pursuant to the repossession agreement, dated 30 June 1998,

· repossession of materials and finished products located on the debtor’s premises with a total value of PLN 5,752k  – pursuant to the repossession agreement, dated 30 June 1998.

As it turned out later, the repossession agreements concluded by WBK SA were invalid because of the lack of consent from the Minister of the State Treasury (article 6, clause 1, point 1 has the following reading: “concluding an agreement or agreements on using the assets of a state-owned entity specified in article 1, clause 2a of the above act in the area of the Republic of Poland for over 6 months or transferring the ownership of those assets, by a state-owned entity with a company or for the benefit of the company requires an approval of a relevant Minister; article 9 of the act clearly specifies that  legal proceedings representing a breach of article 6 are invalid.) DZM Dozamet SA did not have such an approval. According to the information obtained from the Risk Management Department, in the course of negotiations with the Plaintiff on the debt disposal, the Bank is believed to have presented the legal status of the debt to the Plaintiffs in detail. The Bank also provided access to all the documentation held. Moreover, in the course of negotiations, the Bank did not hide the fact that “Dozamet” SA did not have consent of the Minister of the State Treasury required for concluding the repossession agreement. According to the stance of the Lower Court, this fact, however, cannot be proved with the documents held.  The first document in writing, which indicates the absence of the consent of Minister of the State Treasury necessary to conclude the repossession agreements, was produced on 8 September 1999 (notification to “Interinwest”). This was a response to the letter of Mr. Piotr Gwizd, in which he denies the fact that he was informed about the lack of the Minister’s consent by “Dozamet” S.A. to repossess the movable assets.

On 28 March 2001, the Court passed an unfavourable ruling for the Bank by adjudicating the amount of PLN 7,725k along with the statutory interest and part of the court costs for the benefit of Interinvest S.A. The Bank lodged an appeal.

The plaintiff responded to the Bank’s appeal. The hearing was set for 14.11.2001. The ruling was to be announced on 12.12.2001. On that day, however, the Appeal Court in Poznań decide to re-open the case, hear the witnesses and set the date of the next hearing ex officio. 

At the appeal hearing held on 10/04/2002, the Appeal Court in Poznań decided to discharge a burden of proof in the form of the documents submitted by the plaintiff. The representatives of the parties made final statements. The date of the verdict publication was set for 23/04/2002. 

The Appeal Court in Poznań, with its verdict dated 29 May 2002, dismissed a substantial part of the Bank’s appeal against the unfavourable ruling of the Lower Court and adjudicated PLN 6,870k together with the statuary interest for the periods specified in the verdict for the benefit of the plaintiff.  A petition for holding up the enforceability of the judgement was filed and declined.  

On 17 July 2002, Bank Zachodni WBK SA made a transfer of PLN 10,602.4k following the judgement made by the Appeal Court in Poznań, dated 29 May 2002, for the benefit of Interinvest. The Bank is still awaiting the rationale behind the verdict. 
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