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1.
General information

1.1
General information of the Parent Entity

1.1.1
Name of the Parent Entity
Bank Millenium S.A. 

(further: “Bank”, “The Parent Entity”)

1.1.2
Registered office of the Parent Entity

Al. Jerozolimskie 123a

02 – 017 Warsaw

On 31 December 2003 Parent Entity received a resolution of Register Court for Warsaw city, XIX of Economic Department of National Court Register of change of Bank’s registered office. The former registered office: ul. Kopernika 36/40, 00 – 924 Warsaw.

1.1.3
Commercial registration

Seat of the court: 

Warsaw 

Date of registration: 
30 April 2001

Registration number: 
KRS 0000010186

1.1.4
Tax Office and Provincial Statistical Office registration


NIP:


526-021-29-31


REGON:

001379728

1.2
Structure of the Capital Group


As at 31 December 2003 the structure of the Capital Group of Bank Millennium S.A. (“The Capital Group”) was as follows:

Parent Entity: 

· Bank Millennium S.A.

Subsidiary entities:

· BIG BG INWESTYCJE S.A.

· Millennium TFI S.A.

· Millennium Dom Maklerski S.A.

· BBG Finance B.V.

· BEL Leasing Sp. z o.o.

· BET Trading Sp. z o.o.

· Forin Sp. z o.o.

· Forinwest Sp. z o.o.

· TBM Sp. z o.o.

Associated entities:

· Prolim S.A.

· BESTA Sp. z o.o.


Entities excluded from the consolidation.

Subsidiary entities:

· BG Leasing S.A. 

· Lubuskie Fabryki Mebli S.A.

· ACCON Services Sp. z o.o.

· Reess Trading Sp. z o.o.
Associated entities:

· Pomorskie Hurtowe Centrum Rolno-Spożywcze S.A.

· SPC S.A.

· Hevelius Management Sp. z o.o.

· Towarzystwo Handlowe Weiman i S-ka Sp. z o.o.

The subsidiary and associated entities of the Capital Group of the Bank were excluded from the consolidation on the basis of Article 57 and 58 of the Accounting Act dated 29 September 1994. 
1.3
Auditor information


KPMG Polska Audyt Sp. z o.o.

ul. Chłodna 51, XVI Floor

00-867 Warsaw 


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

1.4 
Legal status

1.4.1
Share capital


The share capital of the Parent Entity as at 31 December 2002 amounted to PLN 849,181.744 divided into 849,181,744 shares with a nominal value of PLN 1 each.

1.4.2
The Management Board of the Parent Entity


The Management Board of the Parent Entity as at 31 December 2003 comprised the following members:

President of the Management Board

Mr. Bogusław Kott 

Vice-president of the Management Board

Mr. Luis Pereira Coutinho

Member of the Management Board

Mr. Fernando Bicho

Member of the Management Board

Mrs. Jullianna Boniuk

Member of the Management Board

Mr. Wojciech Haase

Member of the Management Board

Mrs. Anna Rapacka

Member of the Management Board

Mr. Rui Manuel Teixeira

Member of the Management Board

Mr. Jerzy Zdrzałka

On 6 March 2003 the Supervisory Board of Bank Millennium S.A. recalled from the position of Vice-president of the Management Board Mr. Zbigniew Sobolewski and appointed Mr. Jerzy Zdrzałka as Member of the Management Board.

On 15 April 2003 the Supervisory Board of Bank Millennium S.A. has approved the resignation of Mr. Francisco de Lacerda from the position of Vice-president of the Management Board (effective from 1 May 2003). Simultaneously, the Supervisory Board appointed Mr. Luis Pereira Coutinho as Vice-president of the Management Board (effective from 1 May 2003).

On 15 April 2003 the Supervisory Board of Bank Millennium S.A. has approved the resignation of Mr. Pedro Alvares Riberio from the position of Vice-president of the Management Board. Simultaneously, the Supervisory Board appointed Mr. Rui Manuel Teixeira as Member of the Management Board.

On 28 January 2004 Mr. Jerzy Zdrzałka resigned form the position of Member of the Management Board.

1.4.3
Supervisory Board of the Parent Entity
At 31 December 2003, the Supervisory Board of the Parent Entity comprised the following members:

President






Mr. Maciej Bednarkiewicz

Vice-president, Secretary




Mr. Ryszard Pospieszyński

Member






Mr. Marek Belka

Member






Mr. Francisco de Lacerda

Member






Mr. Christopher De Beck

Member






Mr. Jorge Manuel Jardim Goncalves

Member






Mr. Andrzej Koźmiński

Member






Mr. Marek Rocki

Member






Mr. Gijsbert Johannes Swalef

Member






Mr. Zbigniew Sobolewski

On 6 March 2003 the Supervisory Board of Bank Millennium S.A. recalled from the position of Member of the Supervisory Board of the Bank Mr. Jerzy Zdrzałka and appointed Mr. Zbigniew Sobolewski as the Supervisory Board of the Bank.

1.5
Prior period financial statements 


The consolidated financial statements of the Capital Group for the period from 1 January 2002 to 31 December 2002 were audited by KPMG Polska Audyt Sp. z o.o. and received an unqualified opinion with the emphasis of matters paragraph concerning issues related to 2001, presented in item 10.2 of ‘Introduction to the consolidated financial statements and comparative financial data’ comparative data for the year ended 31 December 2001 take account of expenses then incurred by Capital Group charged against equity. With reference to the Polish accounting standards these costs should impact the result of the period when they were actually incurred by Capital Group. Were these costs to be charged against the profit and loss account, net result of the period ended 31 December 2001 would decline by PLN 825 million.

The closing balances as at 31 December 2002 have been properly recorded as the opening balances of the audited period with taking into consideration the adjustments resulting from the changes in accounting rules, which were presented in detail in point 30 of the supplementary information and explanations.


The consolidated financial statements for the period from 1 January 2002 to 31 December 2002 were approved at the General Shareholders’ Meeting on 6 March 2003, and submitted to the District Court in Warsaw on 13 March 2003 and then published in the "National Journal" No. B-240 dated 18 August 2003.

1.6
Audit scope and responsibilities
This report of the independent auditor was prepared for the Shareholders of Bank Millennium S.A., seated in Warsaw, Al. Jerozolimskie 123 a, and relates to the financial statements comprising of:

1. introduction;

2. the consolidated balance sheet as at 31 December 2003, with total assets and total liabilities and equity of PLN 19,297,243 thousand; 

3. solvency ratio for Capital Group;

4. the statement of consolidated contingencies and commitments granted as at 31 December 2003 amounting to PLN 2,291,750 thousand;

5. the consolidated profit and loss account for the year ended 31 December 2003 with a net profit of 40,895 PLN thousand; 
6. the consolidated statement of changes in shareholders’ equity for the period from 1 January 2003 to 31 December 2003, with decrease in equity of PLN 2,666 thousand;

7. the consolidated cash flows statement for the year then ended with an increase in cash amounting to PLN 527,085 thousand; and 
8. supplementary information and explanations.
We have audited the financial statements in accordance with the audit contract dated 25 April 2003.

We conducted the audit in accordance section 7 of the Polish Accounting Act dated 29 September 1994 (Official Journal no. 76, item 694 with subsequent amendments) and the professional standards established by the Polish National Council of Certified Auditors.

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

On 26 April 2004, the Management Board of the Parent Entity submitted a representation letter as to the completeness, fairness and accuracy of the financial statements presented for audit, which, amongst other things, confirmed that there were no undisclosed matters significantly influencing the information presented in the financial statements for the audited year.

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

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

1.7 
Information on the audited financial statements of subsidiary and associated entities included in the consolidation 
The financial statements of the following entities included in the consolidation for the year ended 31 December 2003 were audited by KPMG Polska Audyt Sp. z o.o. or are being audited:

· BIG BG INWESTYCJE S.A.

· Millennium TFI S.A.

· Millennium Dom Maklerski S.A.

· BEL Leasing Sp. z o.o.

· Forin Sp. z o.o.

· Forinwest Sp. z o.o.

The financial statements for the year ended 31 December 2003 of the following subsidiary and associated entities included into consolidation were not subject to audit.

· BBG Finance B.V.

· BET Trading Sp. z o.o.

· TBM Sp. z o.o.

· BESTA Sp. z o.o.

2.
Financial analysis of the Group

2.1 Summary of the consolidated financial statements

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

2.1.1
Consolidated balance sheet

[image: image1.emf]ASSETS 31.12.2003 31.12.2002

PLN '000 PLN '000

Cash and due from NBP 805 242 283 089 

Treasury bills and other bills eligible for refinancing in Central Bank 11 189 16 708 

Due from financial sector 1 248 688 804 467 

Due from non-financial sector 9 720 687 9 799 252 

Due from budget sector 506 053 524 700 

Debt securities 3 398 503 3 012 772 

Due from subsidiaries consolidated on equity method basis 155 521 302 703 

Investments in subsidiaries consolidated on equity method basis 767 891 

Investments in associated undertakings consolidated on equity method  

basis

- 423 365 

Other investments 1 223 807 63 052 

Other securities and other financial assets 677 728 513 859 

Intangible assets 225 750 230 331 

Goodwill of subsidiaries

-

765 944 

Tangible fixed assets 678 854 705 465 

Other assets 91 048 269 691 

Interperiod settlements 553 406 758 827 

TOTAL ASSETS 19 297 243 18 475 116 



[image: image2.emf]LIABILITIES

31.12.2003 31.12.2002

PLN '000 PLN '000

Due to financial sector 2 762 570 2 145 335 

Due to non-financial sector 10 835 580 10 643 139 

Due to budget sector 920 191 843 183 

Debt securities issued 1 005 361 552 355 

Other financial instruments 444 333 454 789 

Due to subsidiaries  consolidated on equity basis 6 349 193 561 

Special funds and other liabilities 198 882 276 545 

Accruals and deferred income 627 461 571 975 

Provisions 383 448 734 239 

Subordinated debt 378 162 322 423 

Share capital  849 182 849 182 

Equity reserves 781 348 755 449 

Revaluation reserve 32 882 76 560 

Other reserves 145 677 143 691 

Undistributed profit (not covered loss) from prior 

year

(115 078) (266 410)

Net profit  40 895 179 100 

TOTAL LIABILITIES

19 297 243 18 475 116 



[image: image3.emf]31.12.2003 31.12.2002

Solvency ratio 12,15%

10,66%


[image: image4.emf]Off-balance sheet commitments 31.12.2003 31.12.2002

PLN '000 PLN '000

Liabilities granted

2 291 750 2 722 708

Liabilities received

1 051 136 980 068

Commitments resulting from sale/purchase 

transactions

19 205 238 13 272 746

Other

18 844 430 9 488 353

TOTAL  41 392 553

26 463 875



Consolidated profit and loss account 

[image: image5.emf]01.01.2003 -

31.12.2003

01.01.2002 -

31.12.2002

PLN '000 PLN '000

Interest income

1 454 846

1 931 636

Interest expense (896 862)

(1 262 348)

Net interest income 

557 984 669 288

Fee and commission income

263 501 279 724

Fee and commission expense (45 190)

(49 188)

Net fee and commission income 

218 311 230 536

Income from shares, other securities and other financial 

instruments

44 552 226 673

Net profit on financial operations

51 239 204 151

Net profit on foreign exchange 

80 465 70 175

Profit on banking activity

952 551 1 400 823

Other operating income

154 369 130 968

Other operating expenses (111 606)

(120 923)

General expenses (781 001)

(952 117)

Depreciation (115 907)

(126 109)

Charges to provisions and revaluation (1 528 820)

(879 745)

Release of provisions and revaluation 1 389 422 

542 581 

Net releases of provisions and decrease in respect of 

revaluation 

(139 398) (337 164)

Operating result (40 992)

(4 522)

Extraordinary gains / (losses)

-

(13)

Charges to goodwill from consolidation (11 264)

(45 056)

Charge to capital reserve from consolidation

-

7 790

Profit before taxation (52 256)

(41 801)

Corporate income tax

57 706 98 165

Share in (profits) losses of entities included in the 

consolidation on equity basis

35 445 122 736

Net profit

40 895 179 100



2.2 Selected financial ratios

[image: image6.emf]31.12.2003 31.12.2002

Total assets (PLN thousand) 19 297 243 18 475 116

Profit before taxation (PLN thousand)

(52 256)

(41 801)

Net profit (PLN thousand) 40 895 179 100

Consolidated equity* (PLN thousand) 1 694 011 1 558 472

Net profit to average balance of consolidated equity** 2,51% 11,59%

Solvency ratio of the Capital Group 12,15% 10,66%

Net receivables to total assets 60,33% 61,96%

Income earning assets to total assets 77,94% 78,27%

Cost bearing liabilities to total liabilities 80,48% 77,82%

* without current year profit

** calculated  based on average equity during the period


2.3
Interpretation of selected financial ratios 

The total balance sheet increased by 4.4% during the period from 1 January 2003 to 31 December 2003. 

Consolidated net profit for the year ended 31 December 2002 amounted to PLN 40.895 thousand and decreased by PLN 138.205 thousand in comparison with the prior year. Significant impact on profit realised by Capital Group in 2003 has that since 31 March 2003 Capital Group ceased applying the equity method for PZU shares valuation as result of Capital Group stopped exert significant influence on financial and operational activity of PZU S.A. Sale of the share of subsidiary entity significantly affected the consolidated net profit reported in 2002. Lower consolidated net profit for the year ended 31 December 2003 resulted in the decrease of net profit to average own equity ratio calculated based on average equity of Capital Group during the period by 9.08 p.p. 

Solvency ratio of the Capital Group has increased by 1,49 p.p. and amounted to 12.15% as at 31 December 2003.
3.
Detailed report

3.1
Accounting principles

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


The financial statements of the consolidated entities were prepared at the same date as financial statements of the Parent Entity.

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

3.2
Accounting principles for the preparation of the consolidated financial statements 


The consolidated financial statements of the Capital Group of Bank Millennium S.A. have been prepared in accordance with relevant legal regulation concerning capital groups, included in the chapter 6 of the Accounting Act dated 29 September 1994, regulations issued on the basis of the Act as well as regulations concerning entities issuing securities admitted to public trading, which are applied on a consistent basis.


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


The accounting principles of the subsidiaries and associated entities have been presented in detail in chapter 12 of the ‘Introduction to the consolidated financial statements and comparative consolidated financial data’ of Bank Millennium S.A. 

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

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

3.4 Materiality levels applied by the auditor 

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

3.5 Introduction to the consolidated financial statements

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

3.6
Supplementary information and explanations 


All information included in the notes to the consolidated financial statements is presented accurately and completely by the Parent entity when read in conjunction with the consolidated financial statements taken as a whole. The notes constitute an integral part of the consolidated financial statements.
3.7
Management’s report on the activity of the Capital Group

The information presented in the Management’s report take account of the information presented in article 49 item 2 of Accounting act and they are consistent with the financial statements.

3.8       Information on the independent auditors’ opinion

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

	signed on the Polish original

....................................................
	signed on the Polish original

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

	Certified Auditor No. 4979/2575

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

ul. Chłodna 51; 00-867 Warsaw

Certified Auditor No. 9941/7390

Bożena Graczyk,

Member of the Board




Warsaw, 26 April 2004
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