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Introduction


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 no RHB 6308 in the Register of Companies.

The Bank’s registered office is located in Poznań, Pl. Wolności 16.


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


The Bank operates in line with the Banking Law Act, Commercial Code, Accounting Act, the Bank’s Statutes and other regulations of Polish law. WBK is a universal bank offering a wide range of bank services nationally as well as internationally. The main areas of activities comprise:


· granting of working capital and investment loans for business customers, 
· granting personal loans,
· term financial operations,
· operating current, auxiliary and saving accounts as well as term deposits for both business and personal customers,
· granting bank guaranties,
· services with regard to domestic and international transactions,
· trading in securities,
· buying and selling monetary liabilities

· accepting deposits of goods and securities as well as rendering safes,

· electronic banking services,

· acting as an intermediary in selling insurance products and pension funds.

The financial statements present figures for the accounting year 1999 and the comparative ones for 1998.

In order to ensure the comparability of figures disclosed in the financial statements for  1999, the presentation of certain items was changed. The changes were introduced in line with the Ordinance of the Cabinet dated 22 December 1998 with regard to the nature, form and range of current and periodic information as well as dates of its transmission by the issuers of quoted securities. The above reclassifications do not have any influence on the balance sheet total, capitals/funds nor the financial result.

The explanation of the differences in the presentation of figures for 1998 is included in the additional explanatory note to the financial statements.

The financial statements for 1999 were prepared on the basis of the accepted and consistently applied accounting methods and principles.  The valuation of assets and liabilities  as well as calculation of the financial result is based on methods defined in the Accounting Act dated 29 September 1994, Resolution No 1/98 of the Banking Supervision Commission dated 3 June 1998, on the special accounting principles applied in banks and on preparation of  additional information.

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:

· 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.

· Debt securities as well as equity shares are classified 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.

Brady bonds, commercial paper and municipal bonds included in that category were valued according to their market price; in case of Brady bonds, it was calculated based on the average market price provided by the Reuter’s system as at 31.12.99 and the commercial paper and municipal bonds were valued according to the average yield of treasury bills (increased by the margin for credit risk) with same residual maturity as the period to the nearest revaluation of the interest rate.

· Units in trust funds are disclosed at their purchase price adjusted by the write downs due to the permanent loss of their value.

· 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 with a linear method according to rates defined in the WBK depreciation plan for 1999 which are compliant with the Ordinance of the Minister of Finance dated 19 January 1999. The depreciation/amortisation relating to the liquidated, sold or given away fixed and intangible assets is disclosed as other operating costs.

· Assets taken over for debts 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 the Resolution 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 above.

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

· 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 the President of the National Bank of Poland, (NBP) applicable on the last business day of the accounting period. 

· 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, capitalised 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.

· 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 proportionally, in the amount related to the given accounting period.

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

· 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 dated 22 December 1998.

· 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.

· Provision for corporate income tax is created for timing tax differences relating to the recognition of income and cost in different periods for accounting and taxation purposes. In WBK SA there are negative timing differences, in the accounts disclosed as prepayments and positive timing difference for which a provision is raised. In the balance sheet, the Bank discloses provision for the corporate income tax as the balance of positive and negative timing differences. This provision is taken to tax on financial profit/loss.

Financial data concerning balance sheet and profit and loss account items for the year 1999 are calculated in line with the following rules:

· Balance sheet items and book value per share – according to the average EURO rate, disclosed in PLN as at the balance sheet date, announced by the NBP – 4.1689,

· Profit and loss account items, earnings for 12 months per one ordinary share and declared dividend per one ordinary share   – according to the rate which is an arithmetical average of rates applied for the last day of every ended month of 1999 – 4.2373 (January – 4.1650, February – 4.3450, March – 4.3000, April – 4.1890, May – 4.1500, June – 4.0593, July – 4.1340, August – 4.1936, September – 4.3977, October – 4.4140, November – 4.3306, December – 4.1689);

The auditor, PricewaterhouseCoopers Sp. z o.o., after reviewing WBK financial accounts for 1999 and 1998 did not raise any qualifications in their report. Therefore, there was need to make any adjustments to the data presented in the financial statements.

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


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

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

· lower balance sheet total due to not disclosing capitalised and overdue interest, not disclosing settlements due to advances granted by the Company’s Social Benefits Fund, exclusion of settlements referring to write-offs due to investment allowance as well as higher value of the specific provision for receivables in regular and watch situations;

· lower provision for the corporate income tax due to negative timing differences;

· change to the manner of operating lease presentation in the balance sheet; it is presented as an item of the fixed assets  (as finance lease) and on the other side as the Bank’s liability. In the profit and loss account, depreciation is increased by charges of this part of the fixed assets;

· the general risk provision created in line with the Polish Accounting Standards is shown in the financial statements prepared according to IAS as a provision decreasing the Bank’s assets.

· higher volume of funds in the cash flow arising from including interbank deposits and debt securities with the primary maturity of up to 3 months.
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