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INTRODUCTION

1. Operations of Wielkopolski Bank Kredytowy SA

Wielkopolski Bank Kredytowy (WBK SA) was registered, pursuant to a legally effective ruling of the Court of Registers in Poznań, on 31 October 1991 under the no. RHB 6308 in the Register of Companies. The Bank’s registered office is located in Poznań.

According to EKD (European Business Classification), the main business of WBK SA is “other monetary intermediation” (6512).

WBK is a universal bank offering a wide range of bank services nationally as well as internationally for business and personal customers.

The business of Wielkopolski Bank Kredytowy comprise the following bank activities:

1. accepting money deposits payable on demand or at a due date as well as operating accounts for these deposits;

2. operating other bank accounts;

3. granting loans;

4. granting bank guarantees;

5. issuing banking securities;

6. performance of bank money settlements/ clearings;

7. granting cash advances;

8. performing check and bill of exchange operations;

9. issuing payment cards and handling card operations;

10. performing term financial operations;

11. purchasing and selling cash receivables (debts);

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

13. foreign currency operations;

14. granting guarantees

15. performing ordered operations related to issuing securities;

16. performing operations of the Bank – the representative of a bond holder.

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

· taking up or acquiring shares and rights from shares, holdings in another legal entity, units in trust funds based on the principles specified by the Banking Law act;

· incurring liabilities related to issuing securities;

· trading in securities; 

· performing swaps of debts into the elements of the debtor's assets based on the principles agreed with the debtor, with the Bank being subject to the obligation of selling them within 3 years at the latest since the date of their acquisition; 

· acquiring and disposing real estates and debts secured by a mortgage; 

· providing consultancy and advisory in relation to financial matters; 

· providing other financial services including:

a) operating securities accounts,

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

c) performing trust activities,

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

e) 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), on the Bank’s own account or as ordered by third parties;

· providing sales-related services for open pension funds;

· performing the function of a custodian, as specified in regulations on organisation and functioning of pension funds; 

· performing the function of a custodian, as specified in regulations on organisation and functioning of investment funds;

· agency in selling insurance, lease and pension products, units in funds and certificates of investment funds;

· agency in selling products of savings-construction funds and mortgage banks;

· concluding and effecting agreements with businessmen, also foreign ones, on agency in lodgements into banking accounts.

Bank also can perform, upon the request of other banks, specific banking operations, mentioned above, when these operations fall also within the scope of activities of the ordering banks.

Other operations also include co-operation with domestic, foreign and international banks and financial institutions, resulting from the Bank’s tasks.

2. Description of accounting principles adopted for Financial Statements of WBK SA 

The financial statements present figures for the accounting year starting 1 January 2000 and ending 31 December 2000 and the comparative ones for the period starting 1 January 1999 and ending 31 December 1999.

2.1
Legal basis

The Bank operates in line with the Banking Law Act, Commercial Code, Accounting Act, the Bank’s Statutes and other regulations of Polish law.

The financial statements for 2000 were prepared on the basis of the accepted and consistently applied accounting methods and principles, including the valuation of assets and liabilities as well as calculation of the financial result defined in the following legal regulations:

· Accounting Act, dated 29 September 1994, with subsequent amendments,

· Banking Law Act, dated 29 August 1997, with subsequent amendments,

· Ordinance of the Cabinet, dated 22 December 1998, with regard to the nature, form and range of current and periodic information as well as the dates of its passing by the issuers of quoted securities,

· Ordinance of the Minister of Finance, dated 17 January 1997, on the depreciation of fixed assets and amortization of intangibles with subsequent amendments,

· Ordinance of the Minister of Finance, dated 19 November 1999, on the range of information included in financial statements of issuers of quoted securities and issuers of securities applying for the introduction to public trading,

· Ordinance of the Minister of Finance, dated 19 November 1999, on defining more rigid criteria than those specified in the Accounting act in relation to issuers of quoted securities and issuers of securities applying for the introduction to public trading,

· Resolution of the Banking Supervision Commission no. 1/98, dated 3 June 1998, on the special accounting principles applied in banks and on preparation of additional information, 

· Resolution no. 8/99 of the Banking Supervision Commission, dated 22 December 1999, on principles underlying raising provisions for banking risk,

· Ordinance of Chairman of the Securities Commission, dated 21 December 1995, on specific accounting principles and defining the templates of financial statements for entities running brokerage enterprises.

· Guidelines of the Securities and Stock Exchanges Commission, dated 28 February 2000, on the difference between PAS and IAS or US GAAP.

2.2
Rules of valuation of assets and liabilities as well as of calculation of the financial result

Pursuant to the regulations quoted above, WBK applies the following rules of valuation of assets and liabilities as well as of calculation of the financial result:

1. Amounts due from financial, non financial and public sectors are presented in the financial statements as a net value, i.e. in the nominal value increased by matured and accrued interest and decreased by specific provisions raised in line with binding regulations.

2. Debt securities as well as equity shares are categorized according to the purpose of their holding – held for trading or held for investment.

Debt securities held for trading are shown in the balance sheet according to their purchase price adjusted by accrued interest, the discount and the premium, however, not higher than the net sale price. When the value determined in such a way is higher than the net sale price, the difference is taken to the costs of financial operations. Debt securities held for investment are shown in the Bank’s ledger according to their purchase price adjusted by accrued interest, the discount and the premium, including write downs due to the permanent loss of their value.

Equity shares held for trading, are shown in the balance sheet at their purchase price, however not higher than their net sale price. In case the net sale price is lower than the purchase price, the difference is incorporated into costs of financial operations.

Equity shares purchased and classified as investments are shown according to their purchase price, including write downs due to the permanent loss of their value.

Shares and interests with unlimited marketability, unlisted and not being subject to regulated off-stock exchange trading were valued according to the purchase value less the raised provision.

3. Units in trust funds are disclosed at their purchase price adjusted by the write-downs due to the permanent loss of their value; in the P&L account, they are presented on the accrual basis showing the dividend income of investment funds, investing exclusively in government debt securities which envisage dividend payments on a semi-annual basis.

4. Fixed and intangible assets are valued at their purchase price, which comprises the amount due to the vendor and other costs directly related to the purchase, after adjustments of depreciation charges (write-off) calculated based on a straight line method according to rates defined in the WBK depreciation plan for 2000. The rates take account of the planned time of economic and technological wear and tear. The depreciation/amortization relating to the liquidated, sold or given away fixed and intangible assets is disclosed as other operating costs.

5. Goodwill disclosed under assets represents the difference between the market value and the price paid for the purchased banking enterprise. In line with PAS, goodwill is taken to intangibles, and amortized over the period of five years according to a straight line method.

6. Debt/ assets swaps are disclosed at the value of the debt for which the assets were taken over. Some of the items are valued in line with § 28 sec. 1 point 5 of  Resolution no. 1 of the Banking Supervision Commission, dated 3 June 1998. A specific provision is raised for a possible difference between the amount of the debt and the value set in line with the regulations referred to the above.

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

8. Assets and liabilities representing balance sheet and off balance sheet f/x items are shown in PLN, translated according to the average exchange rate for each currency set by Governor of the National Bank of Poland, (NBP) applicable on the last business day of the accounting period.

9. Interest income and expense are presented in the P&L Account on the accrual basis, i.e. showing all income in a given period (except for interest matured and non-matured on problem receivables, capitalized interest and interest received upfront in relation to the next accounting periods) and incurred costs (interest matured and non-matured in a given period), irrespective of their payment date.

10. Commissions comprising income on granting loans, advances guarantees and bank guarantees are taken to profit of the accounting period when that loan or a guarantee was sanctioned, except for loans fulfilling simultaneously the following criteria: the minimum loan amount is PLN 1 million and the repayment period is longer than 12 months. Since 1 January 1999, the commission on these loans is taken to the financial result in equal installments proportionally to the loan repayment amount due in a given accounting period.

11. Profit on foreign currency transactions in the inter-bank market (SWAP) is disclosed in the item ‘Profit on financial operations’, however, profit from zloty operations is shown under ‘Net interest income’.

12. Specific provisions for receivables categorized as regular - in respect of personal consumer loans (except for home loans), as ‘watch’ and problem ones, as well as for off balance sheet liabilities committed, are created in line with the Resolution of the Banking Supervision Commission no. 8/99, dated 22 December 1999.

13. 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.

14. Provision for corporate income tax is created for timing tax differences related to the recognition of income and cost in different periods, in line with the Accounting Act and the binding tax regulations.

15. The taxation of the financial result is represented by the value of the corporate income tax calculated based on the P.B.T in line with the applicable taxation rate, set in line with accounting standards adjusted by permanent differences, i.e. the income which, on a permanent basis, is not subject to taxation and costs which, on a permanent basis, do not represent tax-deductible items in the light of the tax regulations.

The liability arising from the personal income tax is set based on the tax regulations and is different than the corporate income tax calculated based on the P.B.T (taxation on the financial result) by timing differences relating to the recognition of income and cost as stipulated in the Accounting Act and the tax regulations.

2.3
Principles of PLN conversion into EURO

Financial data in relation to individual items of the financial statements of WBK SA for 2000 were converted into EURO according to the following rules:

· 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 on the day specified in the balance sheet – 3.8544;

· selected P&L account data and yield per ordinary share for 12 months – according to the exchange rate calculated as the arithmetic mean of exchange rates on the days ending the particular months in 2000 – 4.0046 (January – 4.1250, February - 4.0539, March – 3.9650, April – 4.0226, May – 4.0894, June – 4.2075, July – 4.0108, August – 3.9157, September – 3.9960, October – 3.9325, November – 3.8824, December – 3.8544).

3. Auditor's opinion on the 2000 financial statements

The auditor, PricewaterhouseCoopers Sp. z o.o., after reviewing WBK financial accounts for 2000 and 1999 did not raise any qualifications in their report. Therefore, there was no need to make any adjustments to the data presented in the financial statements.

4. Internal organizational units

There are no internal organizational units in the Bank’s structure, which would have to prepare separate financial statements.

5. Differences in relation to preparation of statements in line with Polish Accounting Standards and International Accounting Standards

Wielkopolski Bank Kredytowy SA prepares the financial statements in line with Polish accounting principles (PAS) as well as International Accounting Standards (IAS). Main differences between the two are: 

· different manner of grouping the items presented in the balance sheet, profit and loss account and the cash flow statement;

· lower balance sheet total due to not disclosing capitalized and overdue interest and not disclosing settlements due to advances granted from the Company's Social Benefits Fund;

· change to the manner of operating lease presentation in the balance sheet; according to IAS, it is presented as finance lease and an item of the fixed assets which are subject to perpetual usufruct by Wielkopolski Bank Kredytowy SA.

There are no differences in relation to value of the T.N.W and the after tax profit calculated according to PAS and IAS:

· T.N.W  – according to PAS:

PLN 881,310k;

· T.N.W – according to IAS:

PLN 881,310k;

· after tax profit – according to PAS:
PLN 224,066k;

after tax profit – according to IAS:
PLN 224,066k.
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