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Registered auditor’s report on the audit of the financial statements  
for the year from 1 January to 31 December 2016 
 
To the General Shareholders’ Meeting and the Supervisory Board of  
Bank Millennium S.A. 
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I. General information about the Bank 
 
a. Ba n k Millennium Spółka Akcyjna (“the Bank”) has its sea t  in  Wa r sa w , Sta n isła w a  

Ża r y n a  2 a  Str eet .  
 

b. Th e Bank was formed on the basis of a Notarial Deed drawn up on 7 June 198 9  a t  th e  
State Notary Public’s Office in Warsaw and registered w ith  Rep. A -V -9 5 3 9 /8 9 . On   
7  May 2001, the Bank was entered in the Register of Bu sin esses m a in ta in ed by  th e 
Distr ict Court in Warsaw, XIX Business Department of the Nation a l Cou r t  Reg ister ,  
u n der the name of BIG Bank Gdański Spółka Akcyjna w Warszawie, with the referen ce  
n u m ber  KRS 000001 01 8 6 . 

  
c. Th e Bank was a ssigned a tax identification n u m ber  (NIP) 5 2 6 -02 -1 2 -9 3 1  for  th e 

pu rpose of making tax settlements and a REGON number 001379 7 2 8  for  sta t ist ica l 
pu r poses.  

 
d. A s a t 31 December 2016 the Bank’s share capital amounted to PLN 1.213.116 .7 7 7  a n d 

con sisted of 1.213.116.777 shares, with a n ominal value of PLN 1 each. Total equity as at  
th a t  da te a m ou n ted to PLN 6 .7 4 1 .5 04  th ou sa n d. 

 
e. A s a t  3 1  Decem ber  2 01 6 , th e Ba n k’s sh a r eh older s w er e:  

 

Shareholder’s 
name 

Number of 
shares held 

 
Par v alue of 
shares held 

(PLN) 
 

Ty pe of shares 
hel d 

 Votes (%) 

Banco Comercial 
Portu gues S.A. 

 
607.771.505  607.771.505  ordinary  50.1 

N ationale-
N ederlanden 
Otwarty Fundusz 
Emerytalny 

 

120.634.080  120.634.080  ordinary  9.9 

A V IVA Otwarty 
Fu ndusz Emerytalny  

 66.136.567 

 
 

66.136.567 

 
 ordinary  

5.5 

 

Other shareholders 
 

418.512.825  418.512.825  ordinary  34.5 

Other shareholders 
 

61.800  61.800  preference  - 

         

  1.213.116.777   1 .213.116.777    100.0 
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I. General information about the Bank (cont.) 
 

A s a t  3 1  Decem ber  2 01 5 , th e Ba n k’s sh a r eh older s w er e:  

Shareholder’s name 
Number of 

shares held 
 Par v alue of 
shares held (PLN) 

 
Ty pe of 

shares held 
 

Votes 
(%) 

Banco Comercial 
Portu gues S.A. 

 
607.771.505  607.771.505  ordinary  50.1 

N ationale-Nederlanden 
Otwarty Fundusz 
Emerytalny 

 
115.615.810  115.615.810  ordinary  9.5 

A V IVA Otwarty Fundusz 
Emerytalny  

A V IVA BZ WBK 

 
78.310.605 

 
 

78.310.605 

 
 ordinary  

6.5 

 

Other shareholders 
 

411.356.657  411.356.657  ordinary  33.9 

Other shareholders 
 

62.200  62.200  preference  - 

         

  1.213.116.777   1 .213.116.777    100.0 

 
 

f. Du r ing the year the Bank’s operations comprised:  
 

 ba nking a ctivity, 

 fa ctoring activity, 
 ca pital activity. 
 

g. Du r in g  th e y ea r  th e Ma n a g em en t  Boa r d of th e Ba n k com pr ised:  
 

Joa o Nuno Lima Bras Jorge Pr esident of the Management Board 

Fer nando Maria Cardoso Rodriguez Bicho 
V ice President of the Management 
Boa r d 

Wojciech Haase Mem ber of the Management Board 

A n drzej Gliński Mem ber of the Management Board 

Ma r ia Jose Henriques Barreto De Matos De Campos Mem ber of the Management Board 

Wojciech Ry bak 
Mem ber of the Management Board 
fr om 06.06.2016 

Michał Gajewski 
Mem ber of the Management Board  
to 13.05.2016 

 

 
 

 

 
 

 



Bank Millennium S.A.  
Registered auditor’s report on the audit of the financial statements  
for the year from 1 January to 31 December 2016 

 
Trans lation note: 

This  version of our report is a translation from the original, which was prepared in Polish language.  All 
pos s ible care has been taken to ensure that the translation is an accurate representation of the original. 
How ev er, in all matters of interpretation of information, v iews or opinions, the original language version of our 
report tak es precedence over this translation. 

4  
 

 

I. General information about the Bank (cont.) 
 

h. Th e Ba n k h a s th e follow in g  r ela ted en tit ies:  
 
Ba n co Com er cia l Por tu g u es S.A .  - u ltimate pa r en t  com pa n y  
Millen n iu m  Lea sin g  Sp. z o.o.  - su bsidia r y  
Millen n iu m  Dom  Ma kler ski S.A .  - su bsidia r y  

Millen n iu m  TFI S.A .  - su bsidia r y  
MB Fin a n ce A B - su bsidia r y  

Millen n iu m  Ser v ice Sp. z o.o.  - su bsidia r y  
Millen n iu m  Telecom m u n ica t ion   
Ser v ices Sp. z o.o.  

- su bsidia r y  

Millen n iu m  Goodie Sp. z o.o.  - su bsidia r y  
Lu bu skie Fa br y ki Mebli S.A .   
in  liqu ida t ion  

- su bsidia r y  

BG Lea sin g  S.A . in  liqu ida t ion  - su bsidia r y  
 
 
a n d com pa n ies belon g in g  to th e Ba n k’s u lt im a te pa r en t  com pa n y ’s g r ou p.   
Th e Bank is the paren t  com pa n y  of th e Ba n k Millen n iu m  S.A .  Ca pita l Gr ou p.  
 

i. Th e Bank is an issuer of securities admitted for trading on the Warsaw Stock Ex change. 
In  a ccordance with the choice of select in g  a ccou n tin g  policies per m itted by  th e 
A ccounting Act, the Bank has decided to prepare its financial statements in accordance  
w ith  IFRS a s a dopted by  th e Eu r opea n  Un ion  a s of 2 0 06 . 
 
Th e decision to prepare the Bank’s financial statem en ts in  a ccor da n ce w ith  th ese  
sta ndards was made by the General Shareholders’ Meeting in th eir  Resolu t ion  No. 7  
pa ssed on  6  A pr il 2 006 .   
 

j. A s the Parent Company of the Group, the Bank has also prepared consolidated financial 
sta tements according to IFRS a s adopted by  the European Union a s a t  3 1  Decem ber  
2 016. To better understand the Bank’s financial position and its results of operations as 
th e Parent Company, the financial statements should be read in conjunction  w ith  th e 
con solida ted fin a n cia l sta tem en ts.   
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II.  Information about the audit 

 

a. Th e audit of the financial statements for the y ear from 1  January to 31 December 2 01 6  
w a s conducted by PricewaterhouseCoopers Sp. z o.o. with its seat in  Wa r sa w , A r m ii 
Lu dowej 14 Avenue, r egistered audit company no. 144. The a u dit  w a s con du cted on  
behalf of the r egistered audit company under the super v ision  of th e key  r eg ister ed 
a u ditor  A g n ieszka  A ccor di-Kr a w iec (n o. 1 1 6 6 5 ).  

 
b. Pr icewaterhouseCoopers Sp. z o.o. was appointed r egistered a u ditor  to th e Ba n k by  

Resolution No. 29/2015 of the Supervisory Board dated 22 October 2015 in accordance 
w ith paragraph 17 cla u se 2  item  4  of th e Ba n k’s Mem or a n du m  of A ssocia t ion .  

 
c. Pr icewaterhouseCoopers Sp. z o.o. and the key registered auditor conducting the a u dit  

a r e independent of the audited entity within the meaning of art. 56, clauses 2 -4  of th e 
A ct dated 7 May 2009 on registered auditors and their self-g ov er n m en t,  r eg ister ed 
a u dit companies and on public supervision (Jou r n a l of La w s 2 01 6 , item  1 000 a s 
a m en ded).  

 
d. Th e audit was conducted in accordance with an agreement dated 8  April 201 6 , in  th e 

follow in g  per iods: 
 

 in ter im  a u dit    fr om  2  Nov em ber  2 01 6  to 2 3  Decem ber  2 01 6 ; 
 fin a l a u dit    fr om  2  Ja n u a r y  2 01 7  to 3  Ma r ch  2 01 7 . 

 
e. A n  audit was conducted in a ccordance with Inter n a t ion a l Sta n da r ds on  A u dit in g  

a s a dopted by  the National Council of Certified Auditors as the National Stan da r ds on  
A u dit and Assurance with a resolution dated 10 February 2015. The scope of a n  a u dit  
w a s influenced by  an application of materiality. In  accor da n ce w ith  th ese a u dit in g  
sta ndards, the concept of materiality is applied by the auditor at the planning stage and 
w h en conducting the audit as well as to evaluate the effect of misstatements iden tified 
a n d a djusted (if any) on the financial sta tem en ts,  a n d to for m  th e opin ion  in  th e 
In depen den t  Reg ister ed A u ditor ’s Repor t .  
 
A n  audit was designed to obtain reasonable a ssurance whether the financial statements 
a r e free from material misstatement. Misstatements may arise due to fr a u d or  er r or .  
Th e misstatements are considered to be material, if individually or  in aggreg a te,  th ey  
cou ld reasonably be expected to influence the economic decisions of users taken on th e 
ba sis of th e fin a n cia l sta tem en ts.   
 
Ba sed on a professional judgement, the certain quantitative thresholds for materia lity  
w ere determined and documented, including the ov erall materiality for  th e fin a n cia l 
sta tements as a whole. These, together with qu a lita t iv e con sider a t ion s, h elped to 
determine the scope of the audit and th e n a tu r e,  t im in g  a n d ex ten t  of th e a u dit  
pr ocedures and to evaluate the effect of missta tem en ts,  both  in div idu a lly  a n d in  
a g gregate, on the financial statements as a whole. Therefore, all statements included in  
th e Independent Registered Auditor’s Report, including those related to the other lega l 
a n d r egulatory requirements, ha v e been  ex pr essed con sider in g  th e m a ter ia lity  
determined in accordance with those auditing standards and the auditor’s judgem en t.  
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III.  The Bank’s results, financial position and significant items of financial statements  
 
BA LA NCE SHEET  a s a t  31 Decem ber 2016  
 

  

31.12.2016 

PLN ’000  
31.12.2015 
PLN ’000  

Change 

PLN ’000  

Change 

 (%)  

Structure (%) 

31.12.2016  

Structure (%)  

31.12.2015  

ASSETS             

Cash, balances with the Central Bank  1,778,768   1,946,384   (167,616)  (8.6)  2.6   2.9  

Deposits, loans and advances to banks and other monetary institutions  1,267,805   2,348,735   (1,080,930)  (46.0)  1.9   3.6  

Financial assets valued at fair value through profit and loss (held for 

trading) and adjustment due to fair value hedge  564,585   767,062   (202,477)  (26.4)  0.8   1.2  

Hedging derivatives  17,934   70,833   (52,899)   (74.7)   0.1   0.1  

Loans and advances to customers  46,593,429   46,070,719   522,710   1.1   68.1   69.7  

Investment financial assets  17,118,811   13,862,060   3,256,751   23.5   25.0   21.0  

Investments in associates  212,368   226,373   (14,005)  (6.2)  0.3   0.3  

Receivables from securities bought with sell-back clause  90,520   -   90,520  -  0.1   -  

Property, plant and equipment  159,742   152,207   7,535   5.0   0.2   0.2  

Intangible assets  53,195   51,987   1,208   2.3   0.1   0.1  

Receivables from Tax Office resulting from current tax  5,370   32.562   (27,192)  (83.5)  -   -  

Deferred income tax assets  190,641   163.249   27,392   16.8   0.3   0.3  

Other assets  341,433   373,079   (31,646)  (8.5)  0.5   0.6  

TOTAL ASSETS  68,394,601   66,065,250   2,329,351   3.5   100.0   100.0  
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BALANCE SHEET as at 31 December 2016 (cont.) 

                     

  

31.12.2016 

PLN ’000  

31.12.2015 

PLN ’000  

Change 

PLN ’000  

Change 

 (%)  

Structure (%) 

31.12.2016  

Structure (%) 

31.12.2015 

LIABILITIES             

Liabilities to banks and other monetary institutions  1,270,745   1,443,921   (173,176)  (12.0)  1.8   2.2  

Financial liabilities valued at fair value through profit and loss and 
adjustment due to fair value hedge  339,018   344,792   (5,774)  (1.7)  0.5   0.5  

Hedging derivatives  1,149,654   2,132,053   (982,399)   (46.1)  1.7   3.2  

Liabilities to customers  55,988,198   52,920,583   3.067,615   5.8   81.8   80.1  

Liabilities from securities sold with buy-back clause  -   -   -  -  -   -  

Debt securities  1,113,223   1,135,501   (22,278)  (2.0)  1.6   1.7  

Provisions   48,621   30,267   18,354  60.6  0.1   0.1  

Liabilities to Tax Office resulting from current tax  -   -   -  -  -   -  

Deferred income tax liabilities  9,964                                -                    9,964  -  -   

Other liabilities  1,069,670   1,126,421   (56,751)   (5.0)  1.6  1.7  

Subordinated debt  664,004   639,631   24,373  3.8      1.0  1.0  

TOTAL LIABILITIES  61,653,097   59,773,169   1,879,928   3.1   90.1  90.5  

             

EQUITY  6,741,504   6,292,081   449,423   7.1   9.9   9.5  

TOTAL LIABILITIES AND EQUITY  68,394,601   66,065,250   2,329,351   3.5   100.0   100.0  
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INCOME ST A T EMENT   
for t h e y ea r from  1 Ja nu a ry  t o 31 Decem ber 2016  

                                    

 
 

2016 

PLN ’000 
 

2015 

PLN ‘000 
 

Change 

PLN ‘000 
 

Change 

 (%) 
 

Structure (%) 

2016 

%) 

 
Structure (%) 

2015 

(%) Interest income  2,177,315   2,220,978   (43,663)  (2.0)  65.6   64.6  

Interest expense  (773,453)  (950,570)  177,117   (18.6)  34.1   38.1  

Net interest income  1,403,862   1,270,408   133,454  10.5     

Fee and commission income  580,226   622,325   (42,099)  (6.8)  17.5   18.1  

Fee and commission expense  (89,963)  (74,682)  (15,281)  20.5   4.0   3.0  

Net fee and commission income  490,263   547,643   (57,380)  (10.5)     

Dividend income  46,072   334,049   (287,977)   (86.2)   1.4   9.7  

Result on investment financial assets  314,689   41,852   272,837   651.9   9.5   1.2  

Result on financial instruments valued at fair value through profit and loss and 
foreign exchange result  

175,748   174,863   885  0.5  5.3   5.1  

Other operating income  25,738   43,008   (17,270)  (40.2)  0.8   1.3  

Operating income  2,456,372   2,411,823   44,549   1.8     

General and administrative expenses  (999,598)  (982,111)  (17,487)   1.8  44.1   39.3  

Impairment losses on financial assets  (206,093)  (228,479)  22,386   (9.8)  9.1   9.1  

Impairment losses on non-financial assets  (3,390)  (1,406)  (1,984)  141.1  0.1   0.1  

Depreciation and amortization  (52,204)  (47,432)  (4,772)   10.1  2.3   1.9  

Other operating expenses  (142,902)  (213,251)  70,349  (33.0)  6.3   8.5  

Operating expenses  (1,404,187)  (1,472,679)  68,492  (4.7)      

Operating profit / (loss)  1,052,185   939,144   113,041  12.0      

Banking tax  (174,069)  -  (174,069)  -     

Profit / (loss) before taxes  878,116   939,144   (61,028)  (6.5)     

Corporate income tax  (225,465)  (124,987)  (100,478)  80.4     

Profit / (loss) after taxes  652,651  814,157   (161,506)   (19.8)      

             
Total income   3,319,788   3,437,075   (117,287)   (3.4)   100.0   100.0  

Total expense  (2,267,603)  (2,497,931)  230,328   (9.2)  100.0   100.0  

Profit / (loss) before taxes  878,116  939,144   113,041   12.0      
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T OT A L COMPREHENSIV E INCOME ST A T EMENT   
for  t h e y ea r fr om  1 Ja n u a ry  t o 31 Decem ber 2016 
 

  
2016 

PLN ‘000 
 

2015 

PLN ‘000 
 

Change 

PLN ‘000 
 

Change 

 (%) 
 

Profit / (loss) after taxes  652,651   814,157   (161,506)   (19.8)   

Other elements of total comprehensive income that will 

be (were) subsequently reclassified to profit or loss: 
 (252,355)   161,225   (413,580)   (256.5)   

Effect of valuation of available for sale shares  (85,162)   (31,637)   (53,525)   169.2  

Effect of valuation of available for sale debt securities  (211,472)  213,075         (424,547)  (199.2)  

Hedge accounting  44,279  (20,213)  64,492   (319.1)  

Other elements of total comprehensive income that will 

not be subsequently reclassified to profit or loss: 
 

1,456   769   687   89.3 
 

Actuarial gains (losses)  1,456   769   687   89.3  

Other elements of total comprehensive income before 

taxes 
 

(250,899)  161,994   (412,893)   (254.9) 
 

Corporate income tax on other elements of total comprehensive 

income that will be (were) subsequently reclassified to profit or 

loss 

 

47,947  (30,633)  78,580  (256.5)  

 

Corporate income tax on other elements of total comprehensive 

income that will not be subsequently reclassified to profit or loss 
 

(277)  (146)  (131)  89.7  
 

Other elements of total comprehensive income after 

taxes 
 

(203,228)  131,215   (334,443)   (254.9)  
 

Total comprehensive income for the period  449,423   945,372   (495,949)   (52.5)   
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Selected rat ios ch a ra ct eri sin g t h e Ba n k’s fin a n cia l  posit ion a n d resu lt s  
 
Th e following ratios characterise the Bank’s operating activities, financial results durin g  th e 
y ear and its financial position a s at the balance sheet date compared w ith  pr ev iou s y ea r s:  
 

 
2016 

 
2015 

 

2014 

Profitability ratios 
   

 
 

Return on equity (Profit / (loss) after taxes / average net 
assets) (1) 

10.0%  14.0%  12.0% 

Return on assets (Profit / (loss) after taxes / average 
assets) (1) 

1.0%  1.3%  1.1% 

Interest margin (interest income / average working 
assets) – (interest expense / average interest-bearing 
liabilities) (1) (2) (3) 

2.0%  1.9%  2.2% 

Cost of risk (4) 0.4%  0.5%  0.6% 

C/I ratio (general and administrative expenses and 
depreciation and amortization expense / net operating 
profit / (loss)) (5) 

 
45.5% 

  
46.8% 

  
50.4% 

Earnings per share (in PLN) 0.54  0.67  0.51 

    
 

 

 
31.12.2016 

 
31.12.2015 

 

31.12.2014 

Asset quality ratios 
   

 
 

Impaired loans and advances to customers to gross loans 
and advances to customers 

4.1%  4.2%  3.7% 

Provision coverage of not impaired loans and advances 0.3%  0.3%  0.3% 

Provision coverage of impaired loans and advances 
55.4%  60.5%  66.0% 

 
     

Other ratios       

Total Capital Ratio (TCR) 17.3%  16.4%  14.4% 

Common Equity Tier 1 Capital ratio (CET1 ratio) 
17.2%  16.0%  13.7% 

Effective tax rate 25.7%  13.3%  21.7% 

 
(1) The average balances of balance sheet items were calculated on the basis of the balances of the individual items as at the 

beginning and the end of the current financial year and the previous financial year. 
(2) Working assets defined as balances with the Central Bank, loans and advances to customers and banks, securities and 

derivatives.  
(3) Interest liabilities defined as liabilities to customers and banks, debt securities, subordinated debt and derivatives. 

(4) Total impairment losses on financial assets to average loans and advances to customers in given period. 
(5) Net operating profit / (loss) defined as operating profit except other operating expenses. 

 
Th e a bov e r a t ios h a v e been  ca lcu la ted on  th e ba sis of th e fin a n cia l sta tem en ts.  
 
It  w as not the purpose of the audit to pr esen t  th e Ba n k in  th e con tex t  of th e r esu lts of 
oper ations and ratios achieved. A detailed interpretation of the ratios requir es a n  in -depth  
a n a ly sis of th e Ba n k’s oper a t ion s a n d its cir cu m sta n ces.  
 
Ou r audit did n ot cover detailed comparative data constituting the basis for calcu la t in g  th e 
r a t ios for  th e pr ev iou s y ea r s.  
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Th e following comments are based on  information obtained during the audit of the financia l 
sta tem en ts.  
 
Th e factors described below had a significant impact on the Bank’s results of operation s a n d 
on  its fin a n cia l posit ion  a s a t  th e ba la n ce sh eet  da te:  
 
 A t the end of the financial year, the Bank’s total assets amou n ted to PLN 6 8 ,3 9 4 ,6 01  

th ousand. During the year total assets increased by PLN 2,329,351 thousand, i.e. by 3.5%. 
 

 A s a t 31 December 2016, the n et balance of loans and advances to customers amounted to 
PLN 4 6,593,429 thousand an d r epr esen ted 6 8 .1 % of tota l a sstes (a n  in cr ea se by   
PLN 522,710 thousand, i.e. by 1.1% compared to the previous year).  Th e g r oss v a lu e of 
loa ns and advances to customers portfolio amounted to PLN 47,829,219 thousand at  th e 
en d of 2016 and comprised mainly loans and advances to private individuals in the g r oss 
a mount of PLN 33,159,578 thousand, loans and a dv a n ces to com pa n ies in  th e g r oss 
a mount of PLN 8 ,494,802 thousand and purchased receivables in th e g r oss a m ou n t  of 
PLN 4 ,848,036 thousand. The increase in the balance of loans and advances to customers 
w a s mainly due to the increase in the gross balance of loa n s a n d a dv a n ces to pr iv a te 
in dividuals by PLN 429,728 thousand and the incr ea se of pu r ch a sed r eceiv a bles by   
PLN 2 92,437 thousand. It  resulted from the increase in the scale of Bank’s a ct iv ity  a n d 
th e increase in the value of mortgage loans denominated in foreign currencies due to th e  
str engthening of foreign currencies against the zloty. The increase was partially offset due 
to th e decrease in loans and advances to companies by PLN 210,725 thousand a n d loa n s 
a n d a dv a n ces to pu blic sector  by  PLN 9 9 ,7 08  th ou sa n d.  
 

 Th e ratio of impaired loans and advances to customers to gross loa n s a n d a dv a n ces to 
cu stomers decreased from 4.2% a s at the end of 2015 to 4.1% as at the balance sheet date.  
Pr ov ision coverage of impaired loans and advances went down by 5.1 p.p. and amou n ted 
to 55.4% as at 31 December 2016. Cov er a g e of n ot  im pa ir ed g r oss a m ou n ts du e to 
cu stomers with IBNR pr ov ision s a m ou n ted to 0 .3 % sim ila r ly  to th e pr ior  y ea r .  
 

 Loa n s and a dvances to customers denomina ted in  for eig n  cu r r en cies a m ou n ted to 
PLN 21 ,449,901 thousand as at 31 December 2016 and represented 44.8 % of th e w h ole 
por tfolio. The largest balance of loans denominated in foreign currencies were CHF loans  
w h ich at the end of financial year reached the level of PLN 18,2 5 0,1 8 8  th ou sa n d. i.e.  
3 8 .2% of loan s a n d a dv a n ces to cu stom er s por tfolio.  Th e ba la n ce of CHF loa n s 
diminished by PLN 375,9 2 0 th ou sa n d in  com pa r ison  to th e en d of 2 01 5  despite 
str en g h ten in g  of th e CHF/PLN ex ch a n g e r a te.  
 

 A s a t the en d of 2 01 6  th e ba la n ce of in v estm en t  fin a n cia l a ssets a m ou n ted to 
PLN 17 ,118,811 thousand and comprised mainly bonds issued by  State Tr ea su r y  in  th e 
a mount of PLN 14,273,576 thousand and bills issued by the National Ba n k of Pola n d in  
th e amount of PLN 2,669,700 thousand. The balance of in v estm en t  fin a n cia l a ssets 
in creased by  PLN 3,256,751 thousand, i.e. by  23.5% compared to the previous y ear, which 
r esulted mainly from an increase in the bonds issued by  Sta te Tr ea su r y  por tfolio by   
PLN 4 ,909,877 thousand and a decrease in the bills issued by the Central Bank por tfolio 
by  PLN 1 ,5 2 9 ,07 6  th ou sa n d.  
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 A s a t the end of 2016 the assets were primarily financed by liabilities to customers.  A s a t  
3 1  December 2016 the liabilities to customers amounted to PLN 55,988,198 thousand and 
r epresented 81.8% of total equity and liabilities (an increase compar ed to th e pr ev iou s 
y ear by PLN 3,067,615 thousand, i.e. by 5.8%). An increase of liabilities to customers wa s 
m ainly driven by  increase of balances on current accounts from  private in div idu a ls by  
PLN 5 ,989,687 thousand and increase of balances on current accounts from com pa n ies  
by  PLN 1,087,342 thousand. At the same time, term deposits from companies decr ea sed 
by  PLN 3,183,014 thousand and term deposits from private individuals decreased by PLN 
1 ,8 9 4 ,2 5 1  th ou sa n d. 

 

 A s a t the balance sheet date the value of hedging derivatives presented in the liabilities of 
th e Ba n k a m ou n ted to PLN 1 ,1 4 9 ,6 5 4  th ou sa n d a n d decr ea sed by   
PLN 9 82,399 thousand, i.e. by 46.1% compared to the previous year. This decr ea se w a s 
m ainly due to the decrease in the portfolio of CIRS con tr a cts w h ich  a r e a  ca sh  flow s 
h edg in g  der iv a t iv es con n ected w ith  in ter est  r a te a n d/or  FX r a te  by  
PLN 8 50,410 thousand and the decrease in the portfolio of CIRS contracts which are fa ir  
v a lu e h edg in g  der iv a t iv es of in ter est  r a te r isk  by  PLN 1 4 0,9 09  th ou sa n d. 

 

 Net interest income amounted to PLN 1,403,862 thousand and increased by PLN 133,454 
th ousand, i.e. by 10.5% compared to the previous year. In ter est  in com e a m ou n ted to 
PLN 2 ,177,315 thousand in 2016 and decreased by PLN 4 3 .6 6 3  th ou sa n d. Th e m ost  
sig nificant change in interest income r esulted from  income from  the financial assets h eld 
for  trading, which amounted to PLN 5,675 thousand in 2016 a n d w a s 8 2 .7 % low er  in  
com parison to the previous year. At the same time a  decrease in  in ter est  ex pen se w a s 
r ecorded from the level of PLN 950,570 thousand in 2015 to PLN 773,45 3  th ou sa n d in  
2 016, i.e. 18,6%.  In terest expense from deposits from customers dr op by  PLN 7 8 ,8 9 7  
th ousand and amounted to PLN 695,590 thousand in total in  th e fin a n cia l y ea r .  Th e 
decline was mainly due to the decrease in the inter est  r a te of a ccou n ts fr om  pr iv a te 
in div idu a ls in  2 01 6 .  

 

 Net fee and commission income amounted to PLN 490,263 thousand in the audited  y ear  
a n d was lower by PLN 57,380 thousand, i.e. by  10.5% compared to the previous year. This 
decrease was due to the drop of fee and commission income by PLN 42,099 thousand. A t  
th e same t ime, fee and commission expense increased by PLN 15,281 thousand. Fee a n d 
commission income decreased mainly due to the lower income from insurance product by 
PLN 59,230 thousand and from from distribution of investment funds u n its a n d oth er  
sa v ings products by  PLN 19,235 thousand which was partly offset by the increase in loa n  
a ctivity fees by PLN 18,544 thousand comparing to the previous year. In crease in fee a n d 
commission expense was a  result of higher expense from payment a n d cr edit  ca r ds by  
PLN 8 ,8 3 5  th ou sa n d.  

 
 Div idend income amounted to PLN 46,072 thousand and decr ea sed by  PLN 2 8 7 ,9 7 7  

th ousand in comparision t o previous period. The decrease was caused by lower dividen d  
in come from related parties by PLN 287,617 thousand.  
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 Resu lt on investment financial assets amounted to PLN 314,689 thousand in the financial 
y ear, which constituted an increase in comparison to previous period by  PLN 2 7 2 ,8 3 7  
th ousand. The change was mailny driven by the settlement of transaction of VISA Europe 
ta keover by VISA Inc. in 2016, which influenced positively  th e r esu lt  on  in v estm en t  
fin a n cia l a ssets in  th e a m ou n t  of PLN 3 05 .6 4 1  th ou sa n d.  
 

 Gen eral and a dministrative expenses were the largest item of operating expenses in 2016  
a n d amounted to PLN 999,598 thousand in 2016, which constituted 71.2% of oper a t in g  
ex penses. General and administrative expenses comprised staff costs in  th e a m ou n t  of   
PLN 5 1 6 ,9 9 9  th ou sa n d a n d g en er a l a dm in istr a t iv e costs in  th e a m ou n t  of 
PLN 4 8 2 ,5 9 9  th ou sa n d. Gen er a l a n d a dm in istr a t iv e ex pen ses decr ea sed by  
PLN 17 ,487 thousand, i.e. by 1 .8% compared to the previous year. Cost  to in com e r a t io 
r ea ch ed th e lev el of 4 5 , 5 % in  2 01 6  com pa r ed to 4 6 ,8 % in  2 01 5 .   
 

 Im pairment losses on financial assets in 2016 amounted to PLN 206,093 thou sa n d a n d  
com prised mainly impairment losses on loans and advances to customers. Im pa ir m en t  
losses on  financial assets decreased by PLN 22,386 thousand, i.e. by 9.8 % com pa r ed to 
th e previous year, which resulted mainly from the improv ement of loan portfolio qua lity   
a n d sales of receivables in 2016 (decrease of total influence of write-offs and r ev er sa l of 
w r ite-offs on loans and advances to customers by PLN 40,727 thousa n d y ea r  to y ea r ).  

 

 In  th e audited financial year the Bank recorded a banking tax in amount of PLN 174,06 9  
th ou sa n d. Th e ba n kin g  ta x  w a s n ot  lev ied in  2 01 5 .  

 
 Effective tax rate, calculated as cor por a te in com e ta x  to pr ofit/(loss) befor e ta x es,  

a mounted to 25.7% in the audited year and was 12.4 pp. higher than in prior year main ly  
a s a  r esult of the significant decrease in dividend income from subsidiaries which was not  
su bject to income tax and introduced a banking tax which is not a tax cost, in comparison  
w ith  th e pr ior  y ea r .   

 
 

Th e financial statements have been prepared on  th e a ssu m ption  th a t  th e Ba n k w ill 
con tin u e in  oper a t ion  a s a  g oin g  con cer n .  
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IV. The independent registered auditor’s statement
 
a. Th e Management Board of the Bank provided a ll the information, ex pla n a tion s, a n d 

r epresentations requested in the course of the audit and pr ov ided a  r epr esen ta t ion  
letter confirming the completeness of the data included in the a ccounting r ecor ds a n d 
th e disclosure of a ll contingent liabilities and post balance-sheet ev ents which occurred 
u p to th e da te on  w h ich  th a t  let ter  w a s sig n ed.  

 
b. Th e scope of th e a u dit  w a s n ot  lim ited.  
 
c. Th e financial statements of the Bank for the year from 1 January to 31 December 2 01 5  

w ere approved by Resolution No. 2 passed by  the General Shar eh older s’ Meetin g  on   
3 1  March 2016 and filed with the National Court Register in Warsaw on 7  Apr il 2 01 6 . 

 
d. We h ave a ssessed the operation of the accounting sy stem. Our assessment  cov er ed in  

pa r t icu la r : 
- th e a ccu r a cy  of th e docu m en ta t ion  r ela t in g  to bu sin ess tr a n sa ct ion s;  
- th e fairness, accuracy  a n d v er ifia bility  of th e books of a ccou n t,  in clu din g  

com pu ter ised books of a ccou n t; 
- th e methods used for controllin g  a ccess to da ta  a n d th e com pu ter i sed da ta  

pr ocessin g  sy stem ; 
- th e safeguarding of the a ccounting documentation, books of a ccount, and financial 

sta tem en ts.  
 

Th is assessment, together with our verification of individu a l item s of th e fin a n cia l  
sta tements, provides the basis for expressing an ov erall and comprehensive opinion on  
th ese financial statements. The audit was n ot intended to prov ide a  com pr eh en siv e  
opin ion  on  th e oper a t ion s of th e sa id sy stem .  

 
e. Du r ing the audit performed we have not identified any significant instan ces of Ba n k’s  

n on -compliance with banking regulatory norms during the period from 1 January 2016  
to th e day of issuance of this report. As at 31 December 2016, th e r eg u la t ion s of th e  
Ba n king Law, the Resolutions of the Ma n a g em en t  Boa r d of th e Na tion a l Ba n k of 
Pola nd, Resolutions of Polish Financial Supervisory Authority and th e Reg u la t ion  of 
th e European Parliament and the Council (EU) No. 575/2013 from 2 6  Ju n e 2 01 3  on  
pr udential requirements for credit institutions and investment fir m s a n d a m en din g  
Reg ulation (EU) No. 648/2012 (CRR) and other regulations issued by the Commission  
(EU) pursuant to this Regulation, included banking r eg u la tor y  n or m s in  r ela t ion , 
a m on g  oth er s,  to th e follow in g : 
 con cen tr a t ion  of cr edit  r isk,  

 con cen tr a t ion  of in v estm en ts in  sh a r es,  
 cla ssification of loans and guarantees to risk groups and creation of prov ision s for  

th e r isk a ssocia ted w ith  a ct iv it ies of ba n ks,  
 liqu idity  m ea su r es,  

 lev el of oblig a tor y  r eser v e,  
 ca pita l a dequ a cy .  
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f. A s a t 31 December 2016 the capital adequacy ratio of the Bank amounted to 17.27% and 
w a s correctly determin ed in  a ccor da n ce w ith  CRR. Th is sta tem en t  is ba sed on  
r ecalculation of the quotient of own funds amounting to PLN 6,252.4 mln  div ided by  
r isk weighted assets amounting to PLN 36,198.7 mln as per COREP r eporting prepared 
by  th e Ba n k a s a t  th e ba la n ce sh eet  da te.  
 

g. Th e notes to the financial statements present all significant informa tion  r equ ir ed by  
IFRS a s a dopted by  th e Eu r opea n  Un ion .   

 
h. Th e information in the Directors’ Report for the year from 1  January to 3 1  Decem ber  

2 016 has been prepared in accordance with the prov isions of the Decree of the Minister  
of Fin ance dated 19 February 2009 concerning the publication of current and per iodic 
in formation by  issu er s of secu r it ies a n d th e con dit ion s of a ccepta n ce a s equ a l 
in formation r equired by the law of other state, which is not a  member state (Journa l of 
La ws of 2014, item 133) a n d is con sisten t  w ith  th a t  pr esen ted in  th e fin a n cia l 
sta tem en ts.  
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V. Final information 
 
Th is report has been prepared in connection with our audit of the fin a n cia l sta tem en ts of 
Ba n k Millennium S.A., Stanisława Żaryna 2a Street, Warsaw. The financial statements w er e  
sig n ed by  th e Ba n k’s Ma n a g em en t  Boa r d on  2  Ma r ch  2 01 7 . 
 
Th is report should be read in conjunction with the In dependent Registered Auditor’s Repor t  
da ted 3 March 2017 to the General Shareholders’ Meeting and the Supervisory Board of Bank 
Millennium S.A., that includes the unqualified audit opinion on the said financial statements. 
Th e opinion on the financial statements expresses a g eneral conclusion drawn from the audit  
a n d involves assessing the materiality of individual audit findings rather than being a sum  of 
a ll the evaluations of individual financial statement com pon en ts.  Th is a ssessm en t  ta kes 
a ccount of the impact of the facts noted on the truth and fairness of the financial statem en ts 
a s a  w h ole.  
 
 
 
Per son conducting the audit on behalf of PricewaterhouseCoopers Sp. z o.o., Registered Audit 
Com pa n y  No. 1 4 4 : 
 
 
 
 
 
A gnieszka Accordi-Krawiec  
  
Key  Registered Auditor  
No. 11665  
  
 
Wa rsaw, 3 March 2017 

PricewaterhouseCoopers Sp. z o.o. is entered into the National Court Register (KRS) maintained by the District Court in Warsa w, with the reference number (KRS) 0000044655, 
and tax indentification number (NIP) 526-021-02-28. Share capital amounts to PLN 10,363,900. Headquarters in Warsaw, Armii Ludowej 14 Avenue. 


