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INTRODUCTION

I. Operations of Bank Zachodni WBK S.A. Group

Bank Zachodni WBK S.A. is the dominant entity of the Bank Zachodni WBK Capital Group. The Group is composed of the companies listed below which were consolidated under the acquisition accounting method or were valued using the equity method.

In the consolidated financial statements, the following companies were consolidated under the acquisition accounting method:

· Dom Maklerski BZ WBK S.A.,

· BZ WBK Finanse & Leasing S.A.,

· BZ WBK Leasing S.A.,

· AIB WBK Fund Management Sp. z o.o.,

· BZ WBK Inwestycje Sp. z o.o.,

· WBK Nieruchomości i Wspólnicy Spółka Komandytowa.

The following companies were valued using the equity method:

· BZ WBK Nieruchomości S.A.,

· Gliwicki Bank Handlowy S.A.,

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

· Projekty Bankowe Polsoft Sp. z o.o.,

· WBK AIB Asset Management S.A.,

· e Card S.A.,

· Polfund – Fundusz Poręczeń Kredytowych S.A.,

· NFI Magna Polonia S.A.,

· LZPS Protektor S.A.,

· International Westfund Holdings Ltd.,

· Gospodarstwo Rolne Cisy  Sp. z o.o. in liquidation.

1. Bank Zachodni WBK S.A.

Bank Zachodni WBK S.A. was established following the merger of Bank Zachodni S.A. and Wielkopolski Bank Kredytowy on 13 June 2001.

On that day, the District Court for Wrocław – Fabryczna, VI Economic Unit of the Domestic Court Registry registered the merger of Bank Zachodni S.A. and Wielkopolski Bank Kredytowy S.A., and the District Court in Poznań, the Economic Unit of the Domestic Court Registry deleted Wielkopolski Bank Kredytowy S.A from the Domestic Court Registry.

Bank Zachodni WBK S.A. was registered by the District Court for Wrocław – Fabryczna, VI Economic Unit of the Domestic Court Registry in the register of business entities under KRS no. 8723 run in w Domestic Court Registry.

The Bank’s registered office is in Wrocław (Rynek 9/11, 50-950 Wrocław) and the Bank’s name reads “Bank Zachodni WBK Spółka Akcyjna”.

Bank Zachodni WBK S.A. was assigned the identification number REGON 930041341, which, amongst other, implies the following information: Specific legal form: 16 Joint Stock Companies, Type of business according to Polish Business Classification (PKD) 6512A - “Other banking operations”, industry: banking.

The share capital of Bank Zachodni WBK S.A. totals PLN 729.603k.

Bank Zachodni WBK S.A. is a universal commercial bank offering a wide range of bank services nationally as well as internationally for private individuals and businesses.

1. The business of Bank Zachodni WBK S.A., in line with the Statutes, comprises the following bank activities:

2. accepting money deposits payable on demand or at a due date as well as operating accounts for these deposits, including accepting and depositing cash in domestic and foreign banks,

3. operating other bank accounts,

4. granting loans, granting bank guaranties,

5. issuing banking securities,

6. performing financial settlements,

7. granting cash advances,

8. performing cheque and bill of exchange operations,

9. issuing payment cards and processing card operations,

10. performing term financial operations,

11. trading in receivables,

12. safekeeping of objects and securities as well as providing access to safe deposit-boxes,

13. foreign currency operations,

14. granting guarantees,

15. performing operations related to the issue of securities,

16. acting as the representative of bond holders.

Other operations of the Bank, which are non-banking activities, include:

1. taking up or acquiring shares and units in funds in accordance with the principles specified by the Banking Law act,

2. incurring liabilities related to the issue of securities,

3. trading in securities,

4. performing swaps of debts into other elements of the debtor's assets,

5. acquiring and disposing real estates and debts secured by a mortgage,

6. providing consultancy and advisory services in relation to financial matters,

7. providing other financial services including:

a) operating securities accounts,

b) providing agency and co-operation in receiving loans and advances,

c) performing collection activities on the basis of documents confirming the existence of cash receivables,

d) concluding and delivering agreements with businesses, including foreign ones, on  agency on lodgements to bank accounts,

e) financial and operational participation in international projects and undertakings,

f) performing trust activities,

g) providing leasing, factoring, forfeiting, franchising services as well stand-by and firm commitment underwriting,

h) trading in transferable property rights from securities and in transferable property rights, the price of which directly or indirectly depends on the price of securities (derivative rights, 

i) performing activities, as requested by the Minister of Treasury and set forth in the Act of 30.08.1996 on commercialisation and privatization of state-owned enterprises,

j) accepting the management of shares held by the Treasury of State,

8. providing sales-related services for pension funds,

9. performing the function of a custodian as specified in regulations on organization and functioning of pensions funds,

10. performing the function of a custodian as specified in regulations on organization and functioning of investment funds,

11. agency in selling insurance, lease and pension products, units in funds and certificates of investment funds.

The Bank can also perform, upon the request of other banks, the specific operations, mentioned above, when these operations fall within the scope of activities of those banks. In the course of its operations,  Bank Zachodni WBK S.A. can co-operate with domestic, foreign and international banks and financial institutions as well as provide services in the area of cash transportation.

The Bank may establish or join clearing chambers in the form of commercial law companies with a view to exchanging payment orders and defining mutual receivables arising from these orders. If a specific regulation requires that a relevant consent needs to be obtained to perform these activities, it must be obtained prior to performing these activities.

2. Companies of Bank Zachodni WBK Group consolidated under the acquisition accounting method

Dom Maklerski BZ WBK S.A.

Dom Maklerski WBK S.A. was established following the merger of Dom Maklerski WBK S.A. and Dom Maklerski BZ S.A. on 11 May 2001.  On the same day, it  was registered in the Domestic Court Registry by the District Court in Poznań, XXI Economic Unit of the Domestic Court Registry under KRS no. 6408. The head office of the company is situated in Poznań (Pl. Wolności 15, 60-967 Poznań).

The share capital of Dom Maklerski BZ WBK S.A. in Poznań totals PLN 66.680.5k.

Dom Maklerski BZ WBK S.A. was assigned the identification REGON: 639631042.

Its specific legal form is: 16 Joint Stock Companies; type of business:

· according to Polish Business Classification (PKD) 6712Z - “Brokerage activity and fund management”,

· according to European Business Classification (EKD) 6712 – “Operations on the financial markets conducted through the agency of hired individuals”.

According to the decision of the Securities and Exchanges Commission (KPWiG – 4021-9/2001), the Management Board of Centralna Tabela Ofert S.A. and Statues, Dom Maklerski BZ WBK S.A. performs the following services:

1. offering securities in primary trading or initial public offer (IPO);

2. buying or selling securities on behalf of customers (brokerage services);

3. trading in securities on its own account in order to progress tasks related to the organization of the regulated market;

4. operating securities accounts and securities-related accounts;

5. undertaking actual and legal actions aimed at taking or purchasing by a customer of securities which are not admitted to the public trading;

6. undertaking actions related to servicing trust funds, pension funds as well as investment funds;

7. undertaking actions in the CeTO market – regulated off stock exchange trading.

BZ WBK Finanse & Leasing S.A.

BZ WBK Finanse & Leasing S.A. with a registered office at Plac Wolności 15 in Poznań was registered on 27 October 1998 as a leasing company of Bank Zachodni S.A. and WBK S.A. by the District Court for Poznań, XIV Economic Register Unit under RHB no. 12356.
On 24 April 2001, the Company was re-registered to the Domestic Court Registry by the District Court for Poznań, XXI Economic Unit of the Domestic Court Registry under KRS no. 0000008924 

The core business of the company according to PKD is leasing of other land transport facilities (PKD 73.21Z).

On 1 February 1999, BZ WBK Finanse & Leasing SA commenced operations in respect of fixed assets leasing.

The head office of the company is situated in Poznań (Pl. Wolności 15, 60-967 Poznań).

BZ WBK Leasing S.A.

BZ WBK Leasing S.A. was originally registered on 3 October 1996 by the District Court for the City of Warsaw: Economic Court, the 16th Economic Registry Unit under no. RHB 48116. After moving the company to Wrocław, the corresponding data were as follows: District Court for Wrocław - Fabryczna, VI Economic Registry Unit, RHB 9755

On 9 July 2001, the company was re-registered to the Domestic Court Registry by the District Court for Poznań, XXI Economic Unit of the Domestic Court Registry under KRS no. 0000026084.

The core business of the company according to PKD is finance lease (PKD 65.21.Z).

BZ WBK Leasing S.A. commenced its operations on 3 October 1996. The head office of the company is situated in Poznań (Pl. Andersa 5, 60-967 Poznań).

AIB WBK Fund Management Sp. z o.o.

The Company was established in 1995 under the name of Chase Gemina Polska Sp. z o.o. Its main shareholders were Chase Gemina Italia S.p.A., Wielkopolski Bank Kredytowy S.A. and NICOM Consulting Ltd.

In 1996 the Company’s shares held by Chase Gemina Italia S.p.A. were repurchased by Chase Manhattan International Finance Ltd. At the same time, the Company changed its name to Chase Fund Management Polska Sp. z o.o. 

On 11 December 1998, 6.418 of the Company’s shares held by Chase Manhattan International Finance Ltd. were repurchased by Allied Irish Bank Plc. In 1998, the Company changed its name again to AIB WBK Fund Management Sp. z o.o.

In 1999, the remaining shares held by Chase Manhattan International Finance Ltd. were repurchased by Wielkopolski Bank Kredytowy S.A.

In 2001, Allied Irish Bank PLC bought out all shares held by NICOM Consulting Ltd.

The Company’s business is investment advisory services and fund management services.

Type of the Company’s prevailing business:

· according to the Polish Business Classification (PKD): 7414B Management in the area of business operations,

· according to the European Business Classification (EKD): 7414 Advisory services in the area of conducting business and management.

At present, AIB WBK Fund Management Sp. z o.o. provides services for the benefits of three funds: 

· National Investment Fund “Magna Polonia” S.A.,

· Nova Polonia PEF,

· Prospect Poland Fund (previous name Pioneer Poland Fund).

The head office of the company is situated in Warsaw  (ul. Biała 3, 00-895 Warszawa).

BZ WBK Inwestycje Sp. z o.o.

BZ WBK Inwestycje sp. z o.o. with a seat in Poznań (Pl. Wolności 16, 60-967 Poznań) was registered on 5 December 2001 by the District Court for Poznań, XXI Economic Unit of the Domestic Court Registry under KRS no. 0000069070.

The Company’s business is trading in shares and interests of commercial law companies as well as in other securities, including proprietary trading in convertible and ordinary bonds (PKD 65.23.Z).

WBK Nieruchomości i Wspólnicy Spółka Komandytowa

WBK Nieruchomości i Wspólnicy Spółka Komandytowa is located in Poznań (Pl. Wolności 16 no. 406, 60-967 Poznań). The Company was registered on 17 July 2001 by the Registry Court: District Court for Poznań, XIV Economic Registry Unit under no. 5455 Dział A.

According to PKD, the Company’s business is advisory services in the area of business operations and management (7414Z) and advisory services in the area of conducting business and management (7414).

According to the Trade Register, business operations of WBK Nieruchomości i Wspólnicy Spółka Komandytowa comprise:

1. Services and advisory (excluding legal and tax advisory) for the benefit of other legal entities in the area of lease or rental of objects or other proprietary rights or agreements of a similar nature;

2. Purchase, agency and trade of all type with a view to delivering the core objective of the Company’s business.

Over this accounting period, the Company was exclusively involved in finance lease of 2 aircrafts to  PLL LOT.

Financial statements of connected entities – indication of periods covered by the financial statements of connected entities if they differ from the period covered by consolidated financial statements and comparable consolidated financial data

Consolidated financial statements of Bank Zachodni WBK Group were produced as at 30 June 2002.  They comprise introduction, consolidated balance sheet, consolidated profit and loss account, schedule of movements in consolidated equity, consolidated cash flow and additional notes to the consolidated financial statements as well as a summary of Bank Zachodni WBK financial statements including a balance sheet, profit and loss account, schedule of movements in equity and cash flow statement.

The Bank does not publish in consolidated financial statements separate additional notes for bank as entity – all data on the bank are included in notes to the consolidated financial statements.
Consolidated financial statements include also comparative data: balance sheets as at 31 December 2001 and as at 30 June 2001 as well as a profit and loss account for the period from 1 January to 30 June 2001.

Financial statements of the companies consolidated under the acquisition accounting method were produced as at 30 June 2002.

Bank Zachodni WBK S.A. made a valuation of subordinated not consolidated companies using the equity method and based on their financial statements as at 31 May 2002.

In the consolidated financial statements for 2001, Bank Zachodni WBK consolidated under the acquisition accounting method only Dom Maklerski BZ WBK and such comparable data are presented in the full consolidated financial statements for 2002.
Point VIII of the Introduction to the consolidated financial statements discusses the balance sheet items and financial impact of including subsidiaries consolidated under the acquisition accounting method from 1 January 2002 in comparable periods, i.e. as at 30 December and 30 June 2001 on balance sheet items and for period from 1 January to 30 June 2001 and financial implications of that inclusion.

II. Management Board and Supervisory Board of Bank Zachodni WBK S.A.

3. Supervisory Board

As at 31 December 2001, the Supervisory Board comprised the following members:

Chairman of the Supervisory Board

Marian Górski

Vice- Chairman of the Supervisory Board
Józef Frąckowiak

Members of the Supervisory Board:

Billy Andrews, Gerry Byrne,

Waldemar Frąckowiak, Marek Grzegorzewicz,

Thomas P. Mulcahy, Aleksander Szwarc,

Robert Wrzesiński

On 11 April 2002 due to the expiration of the Supervisory Board term of office, the following persons were appointed members of the Supervisory Board.  Its composition as at 30 June 2002 was as follows:

Chairman of the Supervisory Board 

Marian Górski

Members of the Supervisory Board

Gerry Byrne

Waldemar Frąckowiak, Marek Grzegorzewicz 

John Power, Aleksander Szwarc

Jacek Ślotała.

4. Management Board

As at 31 December 2001, the composition of the Management Board of Bank Zachodni WBK was as follows: 

President of the Management Board


Jacek Kseń

First Vice- President of the Management Board

Richard William Horgan

Vice- President of the Management Board

Aleksander Kompf

Members of the Management Board


Tadeusz Figiel, Declan Flynn,

Michael Keegan, Janusz Krawczyk,

Justyn Konieczny, Jędrzej Marciniak,

Mateusz Morawiecki, 

Dorota Poniatowska–Mańczak,

Jacek Sieniawski, Romuald Szeliga,

Maciej Węgrzyński.

On 24 January 2002, Bank Zachodni WBK Supervisory Board recalled the following persons from the Management Board membership:

· Aleksander Kompf from the role of Vice-President of the Bank’s Management Board,

· Tadeusz Figiel from the role of Member of the Bank’s Management Board,

· Jędrzej Marciniak from the role of Member of the Bank’s Management Board,

· Dorota Poniatowska-Mańczak from the role of Member of the Bank’s Management Board,

· Jacek Sieniawski from the role of Member of the Bank’s Management Board,

· Romuald Szeliga from the role of Member of the Bank’s Management Board.

· At the same time, the Supervisory Board of Bank Zachodni WBK S.A. appointed the following persons to the Bank’s Management Board:

· Michał Gajewski to the role of Member of the Bank’s Management Board in charge of the Sales Division,

· Jacek Marcinowski to the role of Member of the Bank’s Management Board in charge of the Strategic Development Division.

As at 30 June 2002, the Management Board of Bank Zachodni WBK S.A. was composed of:

President of the Management Board


Jacek Kseń

First Vice- President of the Management Board

Richard William Horgan

Members of the Management Board


Declan Flynn, Michał Gajewski,

Michael Keegan, Janusz Krawczyk,

Justyn Konieczny, Jacek Marcinowski,

Mateusz Morawiecki ,Maciej Węgrzyński.

III. Information on internal organizational units which prepare separate financial statements

There are no internal organizational units in Bank Zachodni WBK Group which would prepare separate financial statements.

IV. Uncertainty as regards Going Concern for Bank Zachodni WBK and entities of its capital group in the future and circumstances indicating threats to continuation in business

There no premises which might suggest the inability to continue in business by Bank Zachodni WBK S.A. and the capital group entities in the future and there are no circumstances which would indicate a threat to continue in business.

Organizational structure of Bank Zachodni WBK Capital Group and connections within the Group

Subsidiary undertakings






Associated undertakings






















The Table presented in item VII presents detailed information on investments of Bank Zachodni WBK S.A. in the above listed subordinated companies. WBK AIB Asset Management S.A. is the only shareholder of BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A.

As at 30 June 2002, Bank Zachodni WBK S.A. participated in management of subsidiary and associated undertakings by having its representatives in authorities of those companies. Information on the number of persons in managing and supervising authorities of individual companies is presented below:

Company
Number of persons

Gliwicki Bank Handlowy S.A.
5 – Bank Council, 

1 – Management Board

BZ WBK Finanse & Leasing S.A.
3 – Supervisory Board

Dom Maklerski BZ WBK S.A.
8 – Supervisory Board

BZ WBK Nieruchomości S.A.
5 – Supervisory Board, 

1 – Management Board

AIB WBK Fund Management Sp. z o.o.
2 – Supervisory Board

PB Polsoft Sp. z o.o.
2 – Supervisory Board

BZ WBK Inwestycje Sp. z o.o.
4 – Supervisory Board, 

1 – Management Board

BZ WBK Leasing S.A. 
3 – Supervisory Board

V. Entities composing Bank Zachodni WBK Capital Group

Entities composing Bank Zachodni WBK Capital Group which are subject either  to consolidation or  valuation under the equity method










No.
Subordinated companies
Registered  office
Business
% shareholding

as at 30.06.2002
% of votes

at AGM

as at 30.06.2002
Capital not

paid up
Fair value as at 30.06.2002
Consolidation/ valuation method
KRS

I
Shares or interests in subsidiaries









1
Gospodarstwo Rolne Cisy Sp. z o.o. in liquidation
Cisy near Malbork
agricultural production
100.00
100.00
-
0.00
equity method
District Court in Elbląg, V Economic Unit RHB 869

2
Dom Maklerski BZ WBK S.A.
Poznań
offering securities in primary trading, buying and selling securities to a third party account as well as  buying and selling securities to its own account with a view to pursuing tasks related to the regulated market organization
99.99
99.99
-
76 476 890.00
acquisition accounting
District Court in Poznań XXI Economic Unit KRS 0000006408

3
BZ WBK Finanse & Leasing S.A.
Poznań
lease and rental of fixed assets, instalment sales of goods
99.99
99.99
-
41 559 639.68
acquisition accounting
District Court in Poznań XXI Economic Unit 

KRS 0000008924

4
BZ WBK Leasing S.A.
Poznań
wholesale and retail sale of motor vehicle, sale of spare parts for motor vehicles, finance lease, lease of passenger cars, other means of transport, lease of machines and equipment
99.99
99.99
-
10 757 096.09
acquisition accounting
District Court in Poznań XXI Economic Unit KRS 0000026084

5
BZ WBK Nieruchomości S.A.
Poznań
organization and delivery of various events, catering and hotel services
99.99
99.99
-
108 321.00
equity method
District Court in Poznań XXI Economic Unit KRS 0000081788

6
WBK Nieruchomości S.A. i Wspólnicy Sp. komandytowa
Poznań
providing services and consultancy (except for legal and tax advisory services) for other legal entities in the area of concluding lease or rental agreements, buying, acting as an agent and trading in goods of any type.
99.99
99.99
4 311 800.00
38 811 318.48
acquisition accounting
District Court in Poznań XXI Economic Unit KRS 0000024728

7
Gliwicki Bank Handlowy S.A.
Gliwice
banking operations
97.29
98.33
-
23 320 317.15
equity method
District Court in Katowice VIII Economic Unit RHB 9331

8
Brytyjsko-Polskie Towarzystwo Finansowe WBK - CU Sp. z o.o.
Poznań
distribution of insurance products
60.00
60.00
-
484 056.11
equity method
District Court in Poznań XXI Economic Unit KRS 0000056938

9
AIB WBK Fund Management Sp. z o.o.
Warszawa
management of VI NFI Magna Polonia SA, services related to management of other funds in Poland
54.00
54.00
-
2 010 077.30
acquisition accounting
District Court in Warsaw, XIX Economic Unit KRS 0000033694

10
BZ WBK Inwestycje Sp. z o.o.
Poznań
buying and selling shares and interests in commercial law companies as well as other securities; searching for investors for companies
100.00
100.00
-
4 824 615.19
acquisition accounting
District Court in Poznań  XXI Economic Unit KRS 0000069070

11
PB Polsoft Sp. z o.o.


Poznań
IT services
51.00
51.00
-
1 799 790.00
equity method
District Court in Poznań  XXI Economic Unit 

KRS 0000090264

II.
Shares or interests in associated undertakings









1
BZ WBK  AIB Asset Management S.A. 
Poznań
brokerage services in the area of publicly traded and non-publicly traded securities
50.00
50.00
-
4 835 151.88
equity method
District Court in Poznań XXI Economic Unit 

KRS 0000000920

2
WESTFUND Ltd. W Irlandii
Dublin (Ireland)
investment fund management services - at present, it is not operational
33.67
33.67
-
1 925 679.59
equity method
Office of Company Registration in Dublin in Ireland, no. 225712

3
eCard S.A. 
Warszawa
software development, data processing, data bases, other activities related to IT 
28.57
28.57
-
661 229.16
equity method
District Court in Warsaw XX Economic Unit KRS 0000042304

4
POLFUND - Fundusz Poręczeń Kredytowych S.A.
Szczecin
providing lending guarantees, investing funds vested in companies and their management
50.00
50.00
3 000 000.00
5 272 528.78
equity method
District Court in Szczecin  XVII Economic Unit 

 KRS 0000045150

5
NFI Magna Polonia S.A. 
Warszawa
buying securities issued by the State Treasury, buying or taking up interests or shares in entities registered and operating in Poland
21.57
21.57
-
44 987 801.43
equity method
District Court in Warsaw XIX Economic Unit KRS 0000019740

6
Lubelskie Zakłady Przemysłu Skórzanego Protektor S.A. 
Lublin
production of protective, military and ordinary footwear
21.80
21.80
-
1 197 216.00
equity method
District Court in Lublin XI Economic Unit KRS 0000033534

The activity of above mentioned companies is not time restricted.
VI. Comparability of data and changes in the accounting policy or correction of fundamental errors

Data for the first half of 2002 presented in the interim report of Bank Zachodni WBK S.A. were prepared in line with current accounting principles which arise from currently applicable regulations.

Comparable data for 2001 take account only of presentation changes driven by amended regulations which became effective as of 1 January 2002 and which were practicable.

Changes in the data presentation for previous years whose introduction was to make the data comparable against data for 2002, relate to the following items:

Item
30.06.2001
31.12.2001

Title to perpetual usufruct of land was taken to fixed assets instead of intangible assets


620


536



Organization expenses incurred when establishing or expanding a joint stock company were taken to prepayments instead of intangible assets


353


311



Balance sheet treatment of fixed assets in operating lease (previously disclosed as off balance sheet items)



3 691



Deposits / Loans of the public sector are presented as a separate item in the balance sheet; previously they were disclosed together with deposits / loans of the non-financial sector 

· Amounts due from financial sector

· Amounts due from budget sector

· Amounts due to financial sector

· Amounts due to budget sector


10 159 404

363 752

16 650 595

1 352 743


10 245 078

385 300

17 554 233

1 159 974



Securities purchased on mandates were previously presented in the item “Shares or interests in other entities”, whereas now they are presented in the item “Reverse repo transaction”


27 770


43 736



Presentation of deferred tax in balance sheet in obtuse order


195 529


203 402



Limitation of scope of events whose results are included in extraordinary profit/ loss; results of events connected with general risk of conducting activity shown as operating income or cost

· profits

· losses
240

26


Opening balance sheet adjusted according to the new Accounting Act

The comparable data as at 30 June and 31 December 2001 were not adjusted against the valuation of assets but if the adjustments regarding valuation of assets, resulting from the change of Accounting Act had been introduced in the previous periods then their impact on the Bank’s net assets would not be significantly different then the impact of these adjustments on the Bank’s net assets as at 1 January 2002.

Opening balance sheet for financial statements prepared as at 30 June 2002 was adjusted by valuation of financial assets at fair value and interests in subordinated entities by means of the equity method impacted the revaluation reserve in the opening balance.

The above mentioned changes are presented in relevant notes as opening balance adjustments.

The table below presents data published as of 31 December 2001 and the same data after their transformation in line with regulations binding since 1 January 2002.

As a result of valuation of balance sheet assets, deferred tax on the valuation originated which impacted the revaluation reserve by reducing it by PLN 57 186k.

Balance sheet
Balance as at

31-12-2001
Costs of the company organization settled over time
Title to perpetual usufruct of land
Treatment of fixed assets in leasing in the opening balance sheet
Valuation
Re-classification
Balance as at

1-01-2002

Assets








I. Cash and operations with the Central Bank
1 316 242





1 316 242

II. Debt securities with the right to rediscount at the Central Bank
0





0

III. Amounts due from financial sector
6 614 795





6 614 795

1. In current account
122 286





122 286

2. Term
6 492 509





6 492 509

IV. Amounts due from non-financial sector
10 245 078





10 245 078

1. In current account
858 722





858 722

2. Term
9 386 356





9 386 356

V. Amounts due from public sector
385 300





385 300

1. In current account
20 848





20 848

2. Term
364 452





364 452

VI. Reverse repo transactions




2 316
43 736
46 052

VII. Debt securities
4 022 147



21 133

4 043 280

VIII. Shares or interest in subsidiary undertakings
152 462



16 759

169 221

IX. Shares or interests in interdependent entities
0





0

X. Shares or interests in associates
47 443



6 916

54 359

XI. Shares and interests in other entities
134 619



165 763
-43 736
256 646

XII. Other securities and other financial assets
9 545



363

9 908

XIII. Intangible assets, of which:
65 760
-311
-536



64 913

- goodwill
6 131





6 131

XIV. Tangible fixed assets
1 017 432

536
3 691


1 021 659

XV. Other assets
265 190



-9 070

256 120

1. Assets taken over - for sale
719





719

2. Other
264 471



-9 070

255 401

XVI. Prepayments
553 392
311




553 703

1. Deferred income tax assets
121 434





121 434

2. Other prepayments and deferred income
431 958
311




432 269

Total assets
24 829 405


3 691
204 180

25 037 276










Balance sheet
Balance as at

31-12-2001
Costs of the company organization settled over time
Title to perpetual usufruct of land
Treatment of fixed assets in leasing in the opening balance sheet
Valuation
Re-classification
Balance as at

1-01-2002

Liabilities








I. Deposits of the Central Bank








II. Amounts due to financial sector
2 223 627





2 223 627

1. in current account
137 561





137 561

2. Term
2 086 066





2 086 066

III. Amounts due to non-financial sector
17 554 233





17 554 233

1. Savings accounts, of which:
2





2

a) current






0

b) term
2





2

2. Other, of which:
17 554 231





17 554 231

a) current
4 117 053





4 117 053

b) term
13 437 178





13 437 178

IV. Amounts due to public sector
1 159 974





1 159 974

1. current
594 411





594 411

2. term
565 563





565 563

V. Repo transactions 








VI. Liabilities arising from the issue of debt securities








1. Short-term 








2. Long-term








VII. Other liabilities arising from financial instruments








VIII. Special funds and other liabilities
688 709


3 634


692 343

IX. Accrued and suspended income and expenses
831 300





831 300

1. Accruals 
295 036





295 036

2. Negative goodwill






0

3. Other deferred and suspended income
536 264





536 264

X. Provisions
202 008



57 186

259 194

1. Provision for deferred income tax




57 186

57 186

2. Other provisions
202 008





202 008

a) Short-term






0

b) Long-term
202 008





202 008

XI. Subordinated liabilities
10 048





10 048

XII. Share capital
729 603





729 603

XIII. Due contributions to share capital (negative value))






0

XIV. Bank's own shares (negative value)






0

XV. Supplementary capital
373 371





373 371

XVI. Balance of revaluation reserve
70 087


57
146 994

217 138

- asset valuation




204 180

204 180

- deferred tax




-57 186

-57 186

XVII. Other reserve capital
835 047





835 047

XVIII. Profit (loss) from previous years






0

XIX. Net profit (loss)
151 398





151 398

Total liabilities
24 829 405


3 691
204 180

25 037 276

The results of valuation included in adjusted balance sheet as at 31 December 2001– which impacted the revaluation reserve – reflect all adjustments connected with the valuation of financial assets which were made during the 6 months of 2002 in connection with adjusting balance sheet as at 31 December 2001 according to the new Accounting Act.

Corrections of fundamental errors

There were no fundamental errors in the consolidated financial statements of Bank Zachodni WBK S.A. and therefore corrections of fundamental errors were not made.

Presentation of comparable data in the consolidated financial statements after including financial data on subsidiaries consolidated under the acquisition accounting method starting from 1 January 2002

Comparable data as at 31 December 2001:

Assets
Balance sheet as at 31.12.2001 after adjustments
Total balance sheet of not consolidated companies as at 31.12.2001
 Total consolidation adjustments and eliminations
Comparable data as at 31.12.2001 

(6 subsidiaries)

Consolidation under acquisition accounting method 











Cash, operations with the Central Bank
1 316 242
12
0 
1 316 254

Debt securities with the right to rediscount at the Central Bank


0 
0

Amounts due from financial sector
6 461 330
16 166
29 339
6 506 835

Short-term receivables
5 773 891
14 161
29 339
5 817 391

in current account
125 664
1 973
29 341 
156 978

other short-term receivables
5 648 227
12 188
-2 
5 660 413

Long-term receivables
687 439
2 005
0 
689 444

Amounts due from non-financial sector
10 245 127
489 014
0
10 734 141

 Short-term receivables
4 553 226
113 218
0
4 666 444

in current account
858 795
0
0 
858 795

other short-term receivables
3 694 431
113 218
0 
3 807 649

Long-term receivables
5 691 901
375 796
0 
6 067 697

Amounts due from public sector
385 300
10
0
385 310

Short-term receivables
53 386
10
0
53 396

in current account
20 848
0
0 
20 848

other short-term receivables
32 538
10
0 
32 548

Long-term receivables
331 914
0
0 
331 914

Reverse repo transactions
43 737
0
0 
43 737

Debt securities
4 022 209
0
0 
4 022 209

Amounts due from subordinated undertakings valued using an equity method
159 242
0
-159 217
25

Subsidiary
159 242
0
-159 217 
25

Interdependent

0
0 
0

Associated

0
0 
0

Shares or interests in subsidiaries valued using an equity method
84 371
12 972
-63 060 
34 283

Shares or interests in interdependent  entities valued using an equity method

0
0 
0

Shares or interests in associates valued using an equity method
47 407
0
0 
47 407

Shares and interests in other entities
94 127
0
-3 209 
90 918

Other securities and other financial assets
9 545
0
0 
9 545

Intangible assets, of which:
62 607
1 054
0 
63 661

goodwill
592
0
0 
592

Goodwill of subordinated undertakings

0
0 
0

Tangible fixed assets
1 023 096
1 268
0 
1 024 364

Other assets
278 935
20 729
-16
299 648

Assets taken over - for sale
719
0
0 
719

Stock

0
0 
0

Other
278 216
20 729
-16 
298 929

Prepayments
758 540
9 301
-1
767 840

Deferred income tax assets
326 135
3 334
0 
329 469

Other prepayments
432 405
5 967
-1 
438 371

Total assets
24 991 815
550 526
-196 164
25 346 177

Liabilities
Balance sheet as at 31.12.2001 after adjustments
Total balance sheet of not consolidated companies as at 31.12.2001
 Total consolidation adjustments and eliminations
Comparable data as at 31.12.2001 

(6 subsidiaries)







Deposits of the Central Bank

0
0
0

Amounts due to financial sector
1 998 703
434 627
-120 719
2 312 611

Short-term liabilities
1 905 984
120 974
-120 719
1 906 239

in current account 
122 552
997
-116 481
7 068

other short-term liabilities
1 783 432
119 977
-4 238
1 899 171

Long-term liabilities
92 719
313 653
0
406 372

Amounts due to non-financial sector
17 687 054
19
3 013
17 690 086

Short-term liabilities
14 765 450
19
3 013
14 768 482

 in current account, of which:
4 249 892
0
3 013
4 252 905

savings deposits

0
0
0

other short-term liabilities, of which:
10 515 558
19
0
10 515 577

savings deposits

0
0
0

Long-term liabilities, of which:
2 921 604
0
0
2 921 604

savings deposits
2
0
0
2

Amounts due to public sector
1 159 974
346
10
1 160 330

Short-term liabilities
1 158 783
346
10
1 159 139

in current account 
594 411
346
10
594 767

other short-term liabilities
564 372
0
0
564 372

Long-term liabilities
1 191
0
0
1 191

Repo transactions

0
0
0

Liabilities arising from the issue of debt securities
0
0
0
0

Short-term

0
0
0

Long-term

0
0
0

Other liabilities arising from financial instruments
0
0
0
0

Amounts due to subordinated undertakings valued using an equity method
38 350
0
-12 182
26 168

Subsidiary
38 165
0
-12 182
25 983

Interdependent

0
0
0

Associated
185
0
0
185

Special funds and other liabilities
703 304
24 309
-16
727 597

Accrued and suspended income and expenses
834 435
1 626
0
836 061

Accruals
298 171
1 417
0
299 588

Negative goodwill

0
0
0

Other deferred and suspended income
536 264
209
0
536 473

Negative goodwill of subordinated undertakings
0
0
10 965
10 965

Provisions
405 515
2 778
0
408 293

Provision for deferred income tax
203 507
2 700
0
206 207

Other provisions
202 008
78
0
202 086

short-term

78
0
78

long-term
202 008
0
0
202 008

Subordinated liabilities
10 048
0
0
10 048

Minority interests

0
3 129
3 129

Share capital
729 603
130 711
-130 711
729 603

Due contributions to share capital (negative value)

-4 312
4 312
0

Bank's own shares (negative value)

0
0
0

Supplementary capital
380 466
5 983
-18 102
368 347

Balance of revaluation reserve
70 087
1 825
-1 825
70 087

Other reserve capital
820 393
0
14 654
835 047

Foreign exchange differences arising on valuation of subordinated undertakings
0
0
0
0

Positive foreign exchange differences

0
0
0

Negative foreign exchange differences

0
0
0

Profit (loss) from previous years
5 374
-52 756
51 822
4 440

Net profit (loss)
148 509
5 370
-514
153 365

Total liabilities
24 991 815
550 526
-196 164
25 346 177

Comparable data as at 30 June 2001:

Assets
Balance sheet as at 30.06.2001 after adjustments
Total balance sheet of not consolidated companies as at 30.06.2001
 Total consolidation adjustments and eliminations
Comparable data as at 30.06.2001 

(6 subsidiaries)

Consolidation under acquisition accounting method











Cash, operations with the Central Bank
1 224 089
17
0 
1 224 106

Debt securities with the right to rediscount at the Central Bank

0
0 
0

Amounts due from financial sector
4 962 612
16 678
27 063
5 006 353

Short-term receivables
4 202 864
13 849
27 063
4 243 776

in current account
43 657
2 072
27 063 
72 792

other short-term receivables
4 159 207
11 777
0 
4 170 984

Long-term receivables
759 748
2 829
0 
762 577

Amounts due from non-financial sector
10 159 446
380 097
0
10 539 543

 Short-term receivables
5 188 340
73 557
0
5 261 897

in current account
1 804 751
0
0 
1 804 751

other short-term receivables
3 383 589
73 557
0 
3 457 146

Long-term receivables
4 971 106
306 540
0 
5 277 646

Amounts due from public sector
363 752
957
0
364 709

Short-term receivables
120 039
957
0
120 996

in current account
41 512
0
0 
41 512

other short-term receivables
78 527
957
0 
79 484

Long-term receivables
243 713
0
0 
243 713

Reverse repo transactions
27 770
0
0 
27 770

Debt securities
5 031 862
0
0 
5 031 862

Amounts due from subordinated undertakings valued using an equity method
79 317
0
0
79 317

Subsidiary
79 317
0
0 
79 317

Interdependent

0
0 
0

Associated

0
0 
0

Shares or interests in subsidiaries valued using an equity method
85 596
5 237
-60 451 
30 382

Shares or interests in interdependent units valued using an equity method

0
0 
0

Shares or interests in associates valued using an equity method
41 871
0
0 
41 871

Shares and interests in other entities
120 120
0
-5 819 
114 301

Other securities and other financial assets
152 529
0
0 
152 529

Intangible assets, of which:
71 191
658
-1 959 
69 890

goodwill
1 961
0
6 262 
8 223

Goodwill of subordinated undertakings

0
0 
0

Tangible fixed assets
886 750
1 750
0 
888 500

Other assets
334 581
15 096
0
349 677

Assets taken over - for sale
674
0
-674 
0

Stock

0
13 106 
13 106

Other
333 907
15 096
-12 432 
336 571

Prepayments
552 526
6 037
0
558 563

Deferred income tax assets
224 709
2 289
0 
226 998

Other prepayments
327 817
3 748
0 
331 565

Total assets
24 094 012
426 527
-41 166
24 479 373

Liabilities
Balance sheet as at 30.06.2001 after adjustments
Total balance sheet of not consolidated companies as at 30.06.2001
 Total consolidation adjustments and eliminations
Comparable data as at 30.06.2001 

(6 subsidiaries)







Deposits of the Central Bank
275 143
0
0
275 143

Amounts due to financial sector
1 762 754
336 667
31 264
2 130 685

Short-term liabilities
1 612 507
86 263
31 264
1 730 034

in current account 
62 744
4 109
31 264
98 117

other short-term liabilities
1 549 763
82 154
0
1 631 917

Long-term liabilities
150 247
250 404
0
400 651

Amounts due to non-financial sector
16 738 845
0
0
16 738 845

Short-term liabilities
16 314 304
0
0
16 314 304

 in current account, of which:
3 409 209
0
0
3 409 209

savings deposits

0
0
0

other short-term liabilities, of which:
12 905 095
0
0
12 905 095

savings deposits

0
0
0

Long-term liabilities, of which:
424 541
0
0
424 541

savings deposits
2
0
0
2

Amounts due to public sector
1 352 743
278
0
1 353 021

Short-term liabilities
1 345 785
278
0
1 346 063

in current account 
596 360
0
0
596 360

other short-term liabilities
749 425
278
0
749 703

Long-term liabilities
6 958
0
0
6 958

Repo transactions

0
0
0

Liabilities arising from the issue of debt securities
1 458
0
0
1 458

Short-term

0
0
0

Long-term
1 458
0
0
1 458

Other liabilities arising from financial instruments

0
0
0

Amounts due to subordinated undertakings valued using an equity method
25 908
0
-4 201
21 707

Subsidiary
25 880
0
-4 173
21 707

Interdependent

0
0
0

Associated
28
0
-28
0

Special funds and other liabilities
767 277
13 664
0
780 941

Accrued and suspended income and expenses
699 505
2 492
0
701 997

Accruals
191 258
766
0
192 024

Negative goodwill

0
0
0

Other deferred and suspended income
508 247
1 726
0
509 973

Negative goodwill of subordinated undertakings

0
10 965
10 965

Provisions
320 249
2 149
0
322 398

Provision for deferred income tax
195 656
1 507
0
197 163

Other provisions
124 593
642
0
125 235

short-term

642
0
642

long-term
124 593
0
0
124 593

Subordinated liabilities
10 098
0
0
10 098

Minority interests

0
1 900
1 900

Share capital
729 603
130 661
-130 661
729 603

Due contributions to share capital (negative value)

-4 312
4 312
0

Bank's own shares (negative value)

0
0
0

Supplementary capital
380 212
563
-22 005
358 770

Balance of revaluation reserve
70 443
0
595
71 038

Other reserve capital
819 477
0
14 059
833 536

Foreign exchange differences arising on valuation of subordinated undertakings
0
0
0
0

Positive foreign exchange differences

0
0
0

Negative foreign exchange differences

0
0
0

Profit (loss) from previous years
6 189
-54 831
51 891
3 249

Net profit (loss)
134 108
-804
715
134 019

Total liabilities
24 094 012
426 527
-41 166
24 479 373

Profit and loss account
Balance sheet as at 30.06.2001 after adjustments
Total P&L of not consolidated companies as at 30.06.2001
 Total consolidation adjustments and eliminations
Comparable data as at 30.06.2001 

(6 subsidiaries)

I. Interest income
1 436 214
19 147
0
1 455 361

II. Interest expense
-1 133 605
-14 828
0
-1 148 433

III. Net interest income (I-II)
302 609
4 319
0
306 928

IV. Commission income
233 582
0
0
233 582

V. Commission expense
-38 685
-228
0
-38 913

VI. Net commission income (IV-V)
194 897
-228
0
194 669

VII. Net income from sales of products, goods and materials

0
0
0

VIII. Costs of sold products, goods and materials

0
0
0

IX. Costs of sales

0
0
0

X. Profit/loss on sales (VII-VIII-IX)

0
0
0

XI. Income from shares or interests, other securities and other financial instruments with variable yield
4 774
0
-2 842
1 932

1. From subsidiaries
4 774
0
-2 842
1 932

2. From interdependent entities

0
0
0

3. From associates

0
0
0

4. From other entities

0
0
0

XII. Profit on financial operations
192 374
0
0
192 374

XIII. Foreign exchange profit
47 921
244
0
48 165

XIV. Profit on banking operations
742 575
4 335
-2 842
744 068

XV. Other operating income
24 736
22 509
2 842
50 087

XVI. Other operating expenses
-14 522
-11 769
0
-26 291

XVII. Costs of Bank's operations and general management
-490 464
-14 176
0
-504 640

XVIII. Depreciation /amortization of fixed assets and intangible assets
-71 457
-443
0
-71 900

XIX. Allocations to provisions
-379 412
-922
0
-380 334

1. Allocations to specific provisions and general banking risk provisions
-378 279
-922
142
-379 059

2. Revaluation of financial assets
-1 133
0
-142
-1 275

XX. Release of provisions
299 708
193
0
299 901

1. Release of specific provisions and of general banking risk provision
284 066
193
-20
284 239

2. Revaluation of financial assets
15 642
0
20
15 662

XXI. Balance of provisions (XIX - XX)
-79 704
-729
0
-80 433

XXII. Profit on operations
111 164
-273
0
110 891

XXIII. Profit / loss on extraordinary operations
-158
-11
0
-169

1. Extraordinary gains
26
0
0
26

2. Extraordinary losses
-184
-11
0
-195

XXIV. Amortization of goodwill of subordinated entities
-1 959
0
0
-1 959

XXV. Amortization of negative goodwill of subordinated entities

0
1 224
1 224

XXVI. Gross profit (loss)
109 047
-284
1 224
109 987

XXVII. Income tax
25 061
-520
0
24 541

1. Current tax
-36 570
-1 441
0
-38 011

2. Deferred tax
61 631
921
0
62 552

XXVIII. Other taxes and charges decreasing the profit (increasing the loss)

0
0
0

XXIX. Share in net profits (losses) of subordinated entities valued using an equity method

0
0
0

XXX. (Profits) losses of minority shareholders

0
-509
-509

XXXI. Net profit (loss)
134 108
-804
715
134 019

VII. Adjustments arising from qualifications presented in the auditor’s opinions on the consolidated financial statements of Bank Zachodni WBK Capital Group

The entities entitled to auditing financial accounts did not raise any qualifications, which would result in a need to make adjustments to the Group’s consolidated financial statements or to the comparable data. 

VIII. Description of accounting principles adopted for preparation of consolidated financial statements of Bank Zachodni WBK Capital Group

5. Legal basis

The consolidated, full quarterly report comprises both for Bank Zachodni WBK S.A. and Bank Zachodni WBK Capital group: balance sheet, profit and loss account, schedule of movements in equity and cash flow statement produced in line with the following legal acts:

· Accounting Act, dated 29 September 1994 (Journal of Laws no. 121, item 591 with subsequent amendments),

· Act on Amendment to the Accounting Act, dated 9 November 2000 r. (Journal of Laws no.  113, item 1186),

· Banking Law Act, dated 29 August 1997 (Journal of Laws no. 140, item 939 with subsequent amendments),

· Corporate Income Tax Act,  dated 15 February 1992 (Journal of Laws no. 106, item 482 with subsequent amendments),

· Act on Public Trading Securities, dated 21 August 1997 (Journal of Laws no.118, item 754 with subsequent amendments),

· Ordinance of the Minister of Finance, dated 19 March 2002 amending Ordinance of the Cabinet, dated 16 October 2001, with regard to current and periodic reports submitted by the issuers of quoted securities (Journal of Laws No. 139 item 1569),

· Ordinance of the Minister of Finance, dated 10 December 2001, on special accounting principles for banks,

· Ordinance of the Minister of Finance, dated 10 December 2001, on principles of raising provisions for risk related to banking operations,

· Ordinance of the Minister of Finance, dated 22 March 2002, amending the Ordinance on principles of raising provisions for risk related to banking operations,

· Ordinance of the Minister of Finance, dated 12 December 2001, on principles of producing consolidated financial statements by banks and consolidated financial statements by a financial holding,

· Ordinance of the Minister of Finance, dated 12 December 2001, on special principles of recognition, valuation methods, disclosure scope and presentation of financial instruments,

· Ordinance of the Minister of Finance, dated 18 December 2001, (Journal of Laws no. 153, item1753) on special accounting principles to be applied by brokerages and organizational units of  banks in which the brokerage activity is conducted.

Principles of asset and liability valuation as well as determination of the financial result

Pursuant to the above regulations, Bank Zachodni WBK Group applies the following principles for asset and liability valuation as well as determination of the financial result:

Amounts due from financial, non-financial and public sector

Amounts due from financial, non-financial and public sectors are presented at their net value as at the time of their original recognition, i.e. in the nominal value reduced by principal repayments and increased or decreased by any write-offs of differences between the opening value and the value at maturity as well as decreased by specific provisions, loss of value or irrecoverability.

When determining the fair value of credit assets, the Capital Group implemented guidelines stipulated in the Ordinance of the Minister for Finance, dated 10 December 2001 on grading and provisioning principles for banks.

All disputable receivables and claims, including leasing receivables – business of the subsidiary undertaking - are presented at their net value (adjusted by revaluation charges). Receivables and claims, which meet at least one of the conditions stipulated in art. 3 sec. 4 of the amended Accounting Act are presented in the balance sheet as finance leasing receivables, whereas in terms of taxation (in line with corporate income tax law) they will be treated as operating lease receivables.

Debt securities

The Group categorizes debt securities as at the date of their purchase or origination into: 

· securities held for trading,

· securities held to maturity,

· granted loans and receivables originated by the enterprise,

· securities available for sale.

Trading securities are securities, which were acquired for generating a profit from short-term fluctuations in price or margin. Trading securities are initially recognised at cost (including transaction costs) and subsequently re-measured at fair value based on quoted bid prices. All related realised and unrealised gains and losses are included in net trading income. Interest earned whilst holding trading securities is reported as interest income.

All sell and buy transactions in respect of trading securities which need to be realized at dates determined by regulations or market conventions (“regulated” buy and sell transactions) are recognized at trade date, i.e. at the date when the Group undertakes to buy or sell a given asset. Otherwise, such transactions are treated as derivatives until settlement.

Securities held to maturity are measured at amortized cost. 

They include financial instruments with defined or likely to be defined payments or a set maturity date, which the Bank intends and is capable to hold to maturity.

Securities sold under sale and repurchase agreements (‘repos’) are reported in financial statements in line with their original classification. Securities purchased under agreements to resell (‘reverse repos’) are recorded as loans and advances to other banks or customers.

Securities purchased at the request of other entities with intention to hold them by the contractual sales date will be recorded in the books as receivables / liabilities due to purchased / sold securities under repurchase agreements.

Financial assets available for sale are stated at fair value based on quoted sale prices or discounted cash flow models. Unrealized gains and losses arising from movements in fair value of securities categorized as assets available for sale are reported as net trading income. 

Shares and interests

Shares and interests in subordinated entities are shares and interests which give the parent company the ability to control the other party if one of the conditions set out below is met:

· holding directly or indirectly (owing to the shareholding) a majority of votes in the governing authority of the entity (Management Board or Supervisory Board),

· holding a right to take decisions on the financial policy and current business operations – on the basis of regulatory laws, Statutes or Incorporation Act,

· holding powers to appoint and recall the majority of management board or supervisory board members,

· accounting for more than 50% of the management board composition, where management board members are persons performing management board functions or other managerial roles in the Bank, 

· holding shares in a subsidiary, which is not a commercial law company, which exercises control over that entity.

Shares in subordinated entities are measured using the equity method. In the financial statements shares are recorded at purchase price adjusted by a difference between the purchase price of shares and the value of shareholding in those entities. In the consolidated financial statements, interests of those subordinate entities are valued under the equity method which have not been consolidated under the accounting acquisition method.

The Group classified its financial assets into two categories of assets: assets held to maturity and assets available for sale. Securities with a set maturity date, which the Company intends and is capable to hold until maturity are classified as assets held-to-maturity. Securities, which are held for undefined period of time and can be sold in response to liquidity needs, change in interest rates, fx rates or share prices are classified as securities available for sale. The classification of securities is made at the time of their purchase.

Property, plant and equipment

Property, plant and equipment comprise tangible fixed assets and their equivalents which are controlled by the Group. They need to have an estimated useful economic life exceeding one year, be complete, usable and designated for use by the Group. Tangible fixed assets include fixed assets, assets under construction and prepayments for assets under construction.

All property and equipment is stated at historical cost less depreciation.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable amount. Gains and losses on disposal of property, plan and equipment are determined by reference to their carrying amount and are taken into account in determining operating profit. Repairs and renewals  are charged to the income statement when the expenditure is incurred.

Land and construction in progress are not subject to depreciation.

Assets held under finance lease are recognised in the balance sheet where the related depreciation and repayment of lease instalments in particular periods are recognised in the income statement.

Intangible assets are proprietary interests purchased by the bank and taken to fixed assets. Those proprietary interests can be used for economic purposes, have economic useful life of more than one year, are to be used for the bank’s needs and are related to the operations it conducts.

Intangible assets are stated at their purchase price and are amortised over their useful lives as to reflect their wear-and-tear.

Intangibles include also a purchased goodwill.

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net assets of the acquired subordinated undertaking at the date of acquisition. 

Goodwill is amortized over a period of 5 years.

The carrying amount of goodwill is reviewed when the circumstances or events indicate that there may be uncertainty over the carrying amount and written down for impairment where the net present value of the forecast future cash flows of the business are insufficient to support the carrying value. Then, relevant depreciation charges are made.

Goodwill arising on consolidation is stated in the consolidated statements, if:

· the difference between the purchase price of new interests in a given company and the corresponding part of net assets of the consolidated entity is positive, i.e. the purchase cost is higher than the value of net assets acquired.

The capital reserve arising on consolidation takes place, if:

· the difference between the purchase price of new interests in a given company and the corresponding part of net assets of the consolidated entity is negative, i.e. the purchase cost is lower than the value of net assets acquired.

Goodwill arising on consolidation and capital reserve arising on consolidation are successively transferred to the consolidated profit and loss account for the period of 5 years.

Assets taken over debts

In line with the Ordinance of the Minister for Finance on special accounting principles for banks, dated 10 December 2001, assets taken over debts are stated at fair value. A specific provision is raised for the difference between the amount of the debt and the lower fair value of the taken over assets, or else a relevant revaluation charge is made. If the fair value of the taken over assets is higher than the debt, the difference constitutes an obligation towards the borrower. 

Liabilities

Liabilities, including funds in banking accounts, are shown in the amount due to be paid, including accrued interest.

Equity

Equity comprises capital and reserves created in accordance with applicable regulations and the Statutes of consolidated Group companies. Equity also includes retained earnings and prior year losses carried forward.

The share of the equity of consolidated subsidiary companies (other than the share capital) attributable to the parent company is added to the respective components of equity of the parent company (see below). Only that part of the equity of consolidated subsidiary companies that arose after acquisition by the parent company is added to the respective components of parent company equity

Share capital represents the share capital of the parent company and is carried at its nominal value in accordance with the Statutes of the Bank and the entry in the commercial register.

Share premium includes share premium arising on the issue of shares. 

Reserve capital is created, among others, from appropriations of profit for financing individual expenses stipulated in the Statutes.

Supplementary capital is created from appropriations of profit share premium.
Revaluation reserve represents the accumulated net surplus on revaluation of fixed assets in prior years. Revaluation reserve realised on disposal (i.e. sale, donation, scrapping or write-off) of the related fixed assets is transferred to reserve capital. Unrealised revaluation reserve is not distributable.

Revaluation of financial assets to fair value resulting from the new Accounting Act had impact on revaluation reserve.

General risk reserve is created from appropriations of profit to cover unidentified banking risks.

Net financial result for the accounting year is the profit disclose din the income statement. Net profit takes into account the corporate tax charge.

F/x assets and liabilities

F/x assets and liabilities are accounted for at the average rate exchange rate for each currency set by the Governor of the National Bank of Poland, (NBP) applicable on the balance sheet day. F/x transactions in subsidiaries are posted according to the exchange rate as of the transaction date.

Off balance sheet financial instruments

The Bank concludes operations with the following derivative instruments: interest rate SWAPs, F/X SWAPs, interest rate dual currency SWAPs, interest rate SWAP options, Forward Rate Agreements. All F/X Forward transactions are closed with spot transactions – as a result FX SWAP transactions emerge. 

F/X Transactions (FX SWAPs)

Currencies to be given and to be received arising from the concluded F/X transactions calculated at the NBP rate are disclosed under off-balance sheet items as “liabilities related to concluding buy/ sell transactions” as at the balance sheet date. 

F/X transactions are valued against the market based on the discounted cash flow method and the outcome of the valuation is posted in the balance sheet under “other assets/ other liabilities from financial instruments: and under the result from financial operations in the P&L account.

Interest Rate Transactions 

Interest rate derivatives include SWAPs and FRAs. IRS and FRA transactions are valued against the market based on discounted cash flow method (NPV). 

The adjustment of the valuation to the fair value is posted in the balance sheet under “other financial assets/ other liabilities from financial instruments” which corresponds to the result on financial operations.  

IRS options are valued based on the market value taking account of discounted financial cash flow (Black-Schole’s method).

Net interest income

Interest income and expense are recognized in the income statement on an accrual basis.

Interest income includes:

1) not received income on:

a)
interest due to the bank, including discount and capitalized interest on receivables categorized as regular,

b)
interest income received in previous periods, including discount, which falls for the current accounting period,

2) interest income in the current period, which falls for the accounting period,

3) expenses of interest accrued and of interest due but not paid on the bank’s liabilities for the accounting period.

Interest income does not include interest accrued and interest due but not paid, including capitalized one, on “problem” and “watch” receivables which by the time of its receipt or write down is recorded in the balance sheet as suspended income, or discount and interest received in advance, which falls for future accounting periods.

Commission income

Commissions mainly comprise amounts (other than interest) received in connection with the granting of loans and guarantees. These amounts are recognised when received. This does not apply to loan origination fees and commissions  which meet both of the following conditions: the minimum loan amount is PLN 1 million and the repayment period is longer than 12 months. The commission on these loans is taken to the financial result over the life of the loan.

Profit fx operations and on financial operations

Result on SPOT transactions taken to the F/X profits is calculated by way of comparing the transaction exchange rate with the average NBP rate as at the balance sheet date.

The result on f/x SWAPs is disclosed in the item ‘Profit on financial operations’.

F/X SWAPS were valued in such a way that their forward leg reflects the market value, while the spot leg is revalued in line with the fixing rate as at 30 June 2002. 

Dividends

Dividends are recognised in the income statement when the dividend is declared. The net gain or loss on the sale of shares is determined as the difference between their net book value and the selling price. In the case of subordinated entities, it is stated in line with the acquisition accounting method.

Provisions

Specific provisions are created for individual transactions in line with the principles stipulated in the Ordinance of the Minister for Finance, dated 10 December 2001, re. creating provisions for risks related to the banking operations and Ordinance of the Minister for Finance, dated 22 March 2002, amending this ordinance.

Provision for general risk is charged to costs of the current year in order to cover risks related to the banking operations, pursuant to art. 130 of the Banking Law, dated 29 August 1997.

Employee entitlements to long-service bonuses and one-off retirement bonuses are recognised as they accrue to employees. The Group creates provisions for the estimated liability for long-service bonuses and one-off retirement bonuses as a result of services rendered by employees for particular years up to the balance sheet date. The amount of current liabilities resulting from services rendered and the related present employee costs  are determined based on an actuarial valuation (forecasted individual entitlement method). 

Income tax

Bank Zachodni WBK S.A. and related entities do not constitute tax capital group and tax calculation is conducted separately in each entity.

In line with the Accounting Act the provisions and deferred tax asset were calculated at income tax rates applicable in the year of the tax liability origination. The deferred tax was calculated by multiplying the timing difference by the projected tax rate for the period when given assets will be realised or liability will be settled. When calculating the deferred corporate income tax, the bank treated provisions for impaired loans as a timing difference.

The current tax charge is primarily impacted by revenues and costs from the income statement as well as adjustments to the income statement relating to non-tax revenues and costs, which act as permanent differences.  In particular, they include: transfer to non tax allowable provisions and their releases, other non tax allowable costs, domestic dividends, an investment premium.

Calculation of the deferred tax involves, among others, unrealised interest expense and interest income, unrealised liabilities and receivables arising from derivatives, non tax allowable provisions for loans.

Effective tax rate is 22% and the nominal rate is 28%.

Following the introduction of amendments to the Accounting Act, the way of deferred tax presentation changed. Deferred tax assets are disclosed on the assets side in the balance sheet, and deferred tax provisions are disclosed separately under liabilities.

· disclosing all credit specific provisions which will become tax deductible in the future for the calculation of the deferred tax, 

· change in the tax rate in line with the anticipated period when a non-tax allowable provision turns into tax deductible. 

Consolidation rules

Acquisition accounting

Consolidation of subsidiaries using the acquisition accounting method consists in summing up individual items from the financial statements of the bank and companies, eliminating inter-company transactions as well as unrealised gains and losses, presenting the values of moves in financial statements. In the case of subordinated companies valued in their report using the equity method and in the consolidated statements – using the acquisition accounting method, first an adjustment is made arising from the impact of equity method valuation, then the value of shares and interests are brought to the purchase price. At the last stage, relevant consolidation adjustments are made.

Equity method

The value of shares in companies valued using equity method is calculated according to the share of dominant entity in the own capital of the company including the consolidation adjustments. 

In consolidated profit the share in current period profits of companies valued using equity method is included.

IX. Principles of PLN conversion into EURO

Financial data in relation to individual items of the consolidated financial statements of Bank Zachodni WBK Capital Group for 1H 2002 2001 were converted into EURO according to the following rules:

- for the year 2002:

Selected balance sheet data and the book value per share  – according to the EURO average rate translated into zloty and announced by the NBP as at the balance sheet date – 4.0091.

Selected P&L account and cash flow data for 2Q 2002 - according to the exchange rate calculated as the arithmetic mean of exchange rates on the days at the end of each month of the quarter – 3.7026 (January – 3.5929, February – 3.6410, March – 3.6036, April – 3.5910, May – 3.7782 , June – 4.0091).

- for the year 2001:

Selected balance sheet data and the book value per share  – according to the EURO average rate translated into the zloty and announced by the NBP as at the balance sheet date – 3.3783.

Selected P&L account and cash flow data for 2Q 2002 - according to the exchange rate calculated as the arithmetic mean of exchange rates on the days at the end of each month of the quarter – 3.5806 (January – 3.8015, February – 3.7535, March – 3.6170, April – 3,5364, May – 3.3969, June – 3,3783).

The EURO rate on the days at the end of each month in 2002 and 2001 was as follows:

Month
Rate of EURO in PLN


2002
2001

January
3.5929
3.8015

February
3.6410
3.7535

March
3.6036
3.6170

April
3.5910
3.5364

May
3.7782
3.3969

June
4.0091
3.3783

In individual months, the average EURO rates according to the NBP were as follows:

Month
Highest EURO rate in PLN
Lowest EURO rate in PLN


2002
2001
2002
2001

January
3.6880
3.9189
3.5015
3.7854

February
3.6974
3.8336
3.5929
3.7342

March
3.6740
3.7435
3.5897
3.6170

April
3.6122
3.6563
3.5754
3.5302

May
3.7904
3.5313
3.5998
3.3969

June
4.0091
3.4190
3.7499
3.3564

X. Key items of the consolidated financial statements converted into EURO

Selected items of the consolidated financial statements of Bank Zachodni WBK Capital Group are presented in the table below:

Selected financial figures 
PLN’000
in EURO’000


1H  2002
1H 2001
1H 2002
1H  2001

I. Interest income
927 796
1 436 214
250 577
401 110

II. Commission income
265 181
233 582
71 620
65 235

III. Profit on banking operations
824 488
742 575
222 676
207 388

IV. Operating profit
180 662
111 164
48 793
31 046

V. Gross profit (loss)
182 508
109 047
49 291
30 455

VI. Net profit (loss)
144 415
134 108
39 003
37 454

VII. Net cash flow from operating activities
372 374
528 352
100 570
147 560

VIII. Net cash flow from investing activities
290 049
(140 377)
78 336
(39 205)

IX. Net cash flow from financing activities
507 873
(61 383)
137 165
(17 143)

X. Total net cash flow
1 170 296
326 592
316 071
91 212

XI. Total assets
27 611 833
24 094 012
6 887 290
7 131 993

XII. Deposits of the Central Bank
390 000
275 143
97 279
81 444

XIII. Deposits of financial sector
3 337 226
1 762 754
832 413
521 787

XIV. Deposits of non-financial and public sector
17 861 991
18 091 588
4 455 362
5 355 234

XV. Equity
2 407 597
2 140 032
600 533
633 464

XVI. Share capital
729 603
729 603
181 987
215 967

XVII. Number of shares
72 960 284
72 960 284



XVIII. Book value per share (in PLN / EUR)
33.00
29.33
8.23
8.68

XIX. Diluted book value per share (in PLN / EUR)
33.00
29.33
8.23
8.68

XX. Solvency ratio (w %)
14.17
13.45



XXI. Profit (loss) per ordinary share (in PLN / EUR)
2.18
3.44
0.59
0.96

XXII. Diluted profit (loss) per ordinary share (in PLN / EUR)
2.18
3.44
0.59
0.96

Principles of converting individual items of the financial statements are presented above.

Differences in the value of the disclosed data and significant differences between Polish Accounting Principles (PAP) and International Accounting Standards (IAS) - Ordinance of the Minister of Finance, dated 16 November 2001 § 17 p.2

Main differences in the financial statements prepared in line with Polish Accounting Principles (PAR) and International Accounting Standards (IAS) consist in a different classification of items in the balance sheet, profit and loss account and the cash flow statement. The main identified and taken into consideration differences in preparing the financial statements according to the IAS are as follows:

· suspended interest is not included in the balance sheet,

· reducing the balance sheet items by the settlements of loans granted from the Company’s Social Fund,

· inclusion of land held on perpetual usufruct (long leasehold) by Bank Zachodni WBK S.A. into fixed assets.

· different calculation of general risk reserve in the balance sheet,

· different method of loans valuation.

According to the new Accounting Act the financial statement prepared according to Polish Accounting Principles (PAR) as at 30 June 2002 includes valuation of all financial instruments (required by IAS 39), with exception of the group “granted loans and receivables originated by the enterprise”. This group of financial instruments is valued basing on amortized cost, with effective interest rate.

In line with the requirements specified in IAS-39, credit provisions are created based on the assessment of lost value of receivables, and their balance equals the difference between the current value of the expected future cash flows related to the debt repayment and the value disclosed in the books.
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