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BANK POLSKA KASA OPIEKI SA

Consolidated financial statements in accordance with

International Accounting Standards

for the 12 months from 1 January to 31 December 2000
Independent Auditors’ Opinion 
to the Shareholders and the Supervisory Board of

Bank Polska Kasa Opieki SA
We have audited the consolidated financial statements of Bank Polska Kasa Opieki SA Group (the Group) set out on pages 2 to 67. These financial statements are the responsibility of the Management Board. Our responsibility is to express an opinion on the truth and fairness of the consolidated financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and perform the audit to obtain reasonable assurance as to whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management as well as evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material aspects, the financial position of the Group as at 31 December 2000, the results of its operations and changes in its cash flows for the 12 months then ended in accordance with International Accounting Standards.

Antoni F. Reczek

Registered Auditor

President of the Management Board
PricewaterhouseCoopers Sp. z o.o.

PricewaterhouseCoopers Sp. z o.o.

Warsaw, 9 April 2001
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Income Statement 

for the 12 months from 1 January to 31 December 2000


Note


12 months to 31.12.00

12 months to 31.12.99



PLN ‘000

PLN ‘000







Interest income
2
7,220,580

5,193,063

Interest expense
2
(4,467,013)

(3,171,898)

Net interest income

2,753,567

2,021,165

Fee and commission income
3
1,238,016

934,038

Fee and commission expense

(139,695)

(100,531)

Net fee and commission income

1,098,321

833,507

Dividend income

2,432

5,273

Net trading income

51,395

(19,409)

Gains less losses from investment securities

(19,677)

15,730

Foreign exchange result

280,285

325,371

Amortisation of negative goodwill 

12,054

8,454

Other operating income
4
167,771

176,540

Operating income

4,346,148

3,366,631

Operating expenses
5
(2,632,217)

(2,421,550)

Provisions for loans and guarantees
6
(659,143)

(502,188)

Provisions for shares and other securities
7
59,278

   (78,693)

Profit from operations

1,114,066

364,200

Share of gross profit/(loss) of associated companies 

6,962

(46,346)

Profit before tax

1,121,028

317,854

Taxation
8
(375,589)

(154,719)

Minority interest

1,415

-

Net profit
9
746,854

163,135

Earnings per share (PLN)
9
5.10

1.12

Balance Sheet as at 31 December  2000


Note


As at 

31.12.00

As at

31.12.99

Assets

PLN ‘000

PLN ‘000

Cash and balances with Central Banks
10
3,678,509

2,070,880

Treasury and NBP bills
11
4,890,790

3,953,775

Due from banks and other financial institutions
12
9,039,759

4,760,574

Dealing securities
13
956,034

1,053,712

Due from customers and the public sector
14
30,751,858

26,464,978

Investment securities
15
14,771,642

16,026,630

Investment in associates
16
291,887

348,065

Goodwill
17
(31,829)

(36,005)

Tangible fixed assets
18
1,805,082

1,894,516

Accrued interest receivable and other assets
19
804,364

975,577

Total assets

66,958,096

57,512,702







Liabilities and Shareholders’ Equity





Due to banks and other financial institutions
20
7,507,557

6,386,371

Due to customers and the public sector
21
49,347,468

44,416,098

Other borrowed funds

560,424

51,339

Accrued interest payable and other liabilities
22
3,527,730

2,334,076

Total liabilities

60,943,179

53,187,884

Share capital
24
165,748

145,340

Supplementary capital 
25
1,491,511

506,965

Other shareholders’ equity
26,27,28,29
3,652,754

3,211,550

Retained earnings
30
704,904

460,963

Total shareholders’ equity

6,014,917

4,324,818

Total liabilities and shareholders’ equity

66,958,096

57,512,702







The financial statements on pages 2-67 were approved by the Management Board of Bank Polska Kasa Opieki SA on 9 April 2000 and signed on its behalf by:

President 
of the Management Board

Maria Pasło-Wiśniewska



Vice President 
of the Management Board 
and Chief Accountant 

Sabina Olton



Off-balance sheet items as at 31 December 2000


Note


As at 

31.12.00

As at

31.12.99



PLN ‘000

PLN ‘000







Contingent liabilities extended
35
1,266,985

1,050,140

Liabilities arising from purchase/sale transactions
36
4,635,302

1,488,903

Credit risk in respect of irrevocable lending commitments 
37
8,474,712

5,375,844

Deposits granted

1,721,524

394,819

Total off-balance sheet items extended

16,098,523

8,309,706

Contingent liabilities received
38
5,563,821

5,874,819


Deposits receivable

259,452

12,900


Cash flow statement 
for the 12 months from 1 January to 31 December 2000



12 months
to 31.12.00

 PLN ‘000

12 months
to 31.12.99

 PLN ‘000

Cash flow from operating activities:





Net profit

746,854

163,135

Adjusted for:





Depreciation 

253,179

240,532

Minority interest

(1,415)

-

Dividend receipts

(2,432)

(5,273)

Provision for loans and guarantees

446,856

613,491

Other provisions

9,542

44,796

Taxation charge for the period

375,589

154,719

Corporate income tax paid

(442,462)

(193,053)

Net profit on disposal of tangible fixed assets 

(5,382)

2,577

Change in dealing securities

(170,198)

(86,680)

Change in investment securities

683,061

(4,344,842)

Change in amounts due from banks and other financial institutions

(4,231,126)

423,164

Change in amounts due from customers and the public sector

(4,817,387)

(5,374,163)

Change in amounts due to banks and other financial institutions

1,121,186

(296,422)

Change in amounts due to customers and the public sector

4,931,370

6,091,784

Change in other assets and liabilities 

1,495,119

(746,131)

Change in other borrowed funds

509,085

34,266

Other 

(12,054)

(8,454)

Net cash flow from operating activities

889,385

(3,286,554)

Cash flow statement 
for the 12 months from 1 January to 31 December 2000 (cont.)



12 months
to 31.12.00

 PLN ‘000

12 months
to 31.12.99

 PLN ‘000

Cash flow from investing activities:





Purchase of goodwill

(17)

-

Purchase of tangible fixed assets

(339,022)

(365,483)

Proceeds from sale of tangible fixed assets

55,511

6,722

Purchase of shares in subsidiary and associated companies

(46,341)

(668,733)

Proceeds from sale of shares in subsidiary and associated companies

45,679

652,745

Other 

2,432

5,273

Net cash flow from investing activities

(281,758)

(369,476)

Cash flow from financing activities:





Issue of ordinary shares

1,000,002

-

Net cash flow from financing activities

1,000,002

-

Net change in cash and cash equivalents

1,607,629

(3,656,030)

Cash and cash equivalents at the beginning of the period

2,070,880

5,726,910

Cash and cash equivalents at the end of the period (note 10)

3,678,509

2,070,880

Net change in cash and cash equivalents

1,607,629

(3,656,030)







Statement of changes in equity


Share capital



Supplementary capital



Revaluation reserve



General risk reserve



Other capital



Retained Earnings



Total





PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

















Balance as at 1 January 1999

145,340

415,275

92,180

210,320

1,798,921

682,406

3,344,442

a) appropriation of net profit

-

4,631

-

46,344

333,603

(384,578)

-

b) foreign exchange differences on investments

-

-

-

-

25,318

-

25,318

c) reallocation of negative goodwill on merger of former Bank Pekao SA Group banks

-

87,059

66,567

-

662,064

-

815,690

d) other

-

-

-

-

(23,671)



(23,671)

e) transfer to other reserve capital

-

-

(96)

-

-

-

(96)

Net profit for the 12 months to 31 December 1999

-

-

-

-

-

163,135

163,135

Balance as at 31 December 1999

145,340

506,965

158,651

256,664

2,796,235

460,963

4,324,,818

Balance as at 1 January 2000

145,340

506,965

158,651

256,664

2,796,235

460,963

4,324,818

a) appropriation of net profit

-

4,953

-

180,000

317,960

(502,913)

-

b) issue of share capital

20,408

979,593

-

-

-

-

1,000,001

c) foreign exchange differences on investments















d) other

-

-

-

-

(18,591)

-

(18,591)

e) transfer to / from other capital 

-

-

-

-

(38,165)

-

(38,165)

Net profit for the 12 months to 31 December 2000 

-

-

(401)

-

401

-

-

Balance as at 31 December 2000

-

-

-

-

-

746,854

746,854



165,748

1,491,511

158,250

436,664

3,057,840

704,904

6,014,917

Structure of Bank Pekao SA Group – consolidated entities

Company
Registered office
Interest held by Bank Pekao SA

%
Status
Auditor
Reporting period
Share capital

PLN ‘000
Total assets

PLN ‘000
Net profit 
for the 12 months to 31.12.2000

PLN ‘000
Average number of employees

Bank Pekao SA
Warszawa, Poland
-
parent
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
165,748
68,453,569
763,211
22,287

Bank Pekao 

(Ukraina) Ltd. in Łuck
Łuck, Ukraine
35.00
subsidiary
PricewaterhouseCoopersAudit (Ukraine)
12 months

to 31 December 2000.
17,697
41,637
830
54

Bank Polska Kasa Opieki

Tel-Aviv (Bank Pekao) Ltd. 
Tel Aviv, Israel
99.99
subsidiary
PricewaterhouseCoopers
12 months

to 31 December 2000
28,270
320,539
(82,534)
30

Centralny Dom Maklerski

Pekao S.A.
Warszawa, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
181,716
677,090
56,096
941

Pekao Faktoring Sp. z o.o.
Lublin, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
50,588
386,957
(1,681)
31

Pekao Fundusz 

Kapitałowy Sp. z o.o.
Łódź, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
51,380
87,192
862
18

Pekao Leasing Sp. z o.o.
Warszawa, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
86,973
836,813
(40,674)
161

Pekao / Alliance P.T.E. S.A.
Warszawa, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
17,300
38,754
(3,871)
14

Pekao Development Sp. z o.o. (1)
Łódź, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
35,406
92,958
3,394
69

Pekao Financial 

Services Sp. z o.o. (1)
Warszawa, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
4,500
4,497
(150)
64

Pekao Informatyka Sp. z o.o. (1)
Łódź, Poland
100.00
subsidiary
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
200
4,914
37
49

Pekao Trading Company

(Canada) Ltd. (1)
Toronto, Canada
100.00
subsidiary
Other auditor
12 months

to 31 December 2000
4,690
12,054
(4,120)
39

Pekao Trading Corporation (1)
New York, USA
100.00
subsidiary
Other auditor
12 months

to 31 December 2000
597
26,524
1,101
59

(1) equity- accounted 

Structure of Bank Pekao SA Group – consolidated entities 

Company
Registered office
Interest held by Bank Pekao SA

%
Status
Auditor
Reporting period
Share capital

PLN ‘000
Total assets

PLN ‘000
Net profit for the 12 months to 31.12.00

PLN ‘000
Average number of employees

Jupiter NFI S.A. (1)
Warszawa, Poland
32.43
associated
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
6,011
469,598
15,401
2

Bank Handlowy International S.A.

Societe Anonyme Luxembourg (1)
Luxembourg
23.20
associated
PricewaterhouseCoopers Luxembourg
12 months

to 31 December 2000
114,600
982,734
-
20

BDK-Daewoo Leasing Sp. z o.o. (1)
Lublin, Poland
50.00
associated
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
12,450
203,087
(7,496)
89

MHB Mitteleuropaische Handelsbank Aktiengeselschaft, Deutsch-Polnische Bank (1)
Frankfurt am Main,

Germany
29.99
associated
PwC Deutsche Revision AG
12 months

to 31 December 2000
184,066
2,692,569
15,299
55

Trinity Management Sp. z o.o. (1)
Warszawa, Poland
50.00
associated
PricewaterhouseCoopers Sp. z o.o.
12 months

to 31 December 2000
510
14,886
6,295
33

BDK-Consulting Sp. z o.o (2)
Łuck, Ukraine
99.99
subsidiary
PricewaterhouseCoopers (Audit) Ukraine
8 months

do 31 December 2000
1,918
3,161
(31)
2












(1) equity- accounted
(2) BDK Consulting Sp. z o.o. is consolidated by Bank Pekao (Ukraina) Ltd in Łuck.

The above-presented financial data of Group companies have been stated according to Polish Accounting Standards. Additionally, in companies: PBG Leasing Sp. z o.o., Pekao Leasing Sp. z o.o. and BDK – Daewoo Leasing Sp. z o.o. operating lease has been converted into financial lease.

Bank Polska Kasa Opieki SA is listed on the Warsaw Stock Exchange. 

Global Depository Shares (GDS) of Bank Pekao SA are listed on the London Stock Exchange.

1.
Principal accounting policies

Bank Polska Kasa Opieki SA (Bank Pekao SA) – the parent company of the Group – is an universal bank, providing a wide range of banking services to private and institutional clients, both domestically and abroad.

The branches of Bank Polska Kasa Opieki SA (Bank Pekao SA) are principally located in the territory of Poland, with the exception of branches located in Paris and New York.  

Certain group companies apply accounting policies that are different to those of Bank Polska Kasa Opieki SA. These differences are not significant and arise from the fact that the business activities of the companies concerned are different to those of Bank Pekao SA or they are based outside Poland and subject to different accounting regulations. These differences are either adjusted for in consolidation or are immaterial.
The balance sheets of foreign branches and consolidated foreign companies are included in the financial statements of the Group and translated into PLN, applying the mid exchange rate set by the National Bank of Poland at the balance date. 

Profit and loss accounts are translated using the arithmetic mean of the NBP month-end daily rates. Foreign exchange differences arising on the re-translation of the profit and loss accounts are shown as changes in reserve capital.
(a)
Presentation of financial statements
The Group financial statements are presented in this report in accordance with International Accounting Standards (IAS).

The financial statements have been prepared under the historical cost convention, except for tangible fixed assets, which are subject to periodic revaluation. The last revaluation of tangible fixed assets was carried out as at 1 January 1995.

(b)
Consolidation

All subsidiary and associated companies are consolidated using the acquisition method or accounted for by the equity method. Certain subsidiary companies, which are insignificant in relation to the scale of the Group but whose exclusive or main business activity is the rendering of services to other consolidated Group companies, were accounted for using the equity method. Other companies purchased for resale or liquidation, or which were insignificant in relation to the scale of the Group's activities were not consolidated.
Negative goodwill is amortised over a period of five years and is calculated on the basis of the market value of the net assets of the acquired entity at the acquisition date.
Acquisition accounting method
All intercompany transactions, balances and unrealised surpluses and deficits on transactions between Group companies have been eliminated.

Separate disclosure is made for minority interests.

(b)
Consolidation (cont.)

Equity method 
The Group's share in the gross profit or gross loss of companies consolidated under the equity method is recognised in a separate item on the face of profit and loss account. The Group's share of taxation thereon is included in the Group's total taxation charge. Investments in associated companies are carried at the lower of net realisable value of cost plus the post-acquisition change in parent company's share of net assets of the investee. Some less material subsidiaries are equity accounted.

(c)
Valuation of assets and liabilities denominated in foreign currencies

Assets and liabilities denominated in foreign currencies are translated on the balance date at the relevant rate of exchange published by the National Bank of Poland. Transactions are translated at the exchange rate applicable on the date of transaction. Foreign exchange differences arising on the translation of the investment in foreign branches are allocated to reserve capital. Other foreign exchange differences, except those arising on foreign investments purchased with the intention of exercising long-term control over the activities of those companies, are charged or credited to the income statement. Foreign exchange differences arising on the translation of foreign capital investments are included in “Other reserve capital”.
(d)
Interest income

Interest income comprises interest received or receivable from interbank deposits, customer loans, debt securities and transactions with derivative instruments. Accrued interest income including unpaid interest on loans classified as “normal” is recognised in the income statement and is shown in the balance sheet within “accrued interest receivable and other assets”. Interest due but not received is eliminated from income and included within “suspended interest” at the moment when the receivable becomes overdue or is reclassified from “normal” to “irregular”. Interest on non-performing loans is recognised in the income statement when received. Income received in advance is recognised in the income statement of the period to which it relates.

(e)
Interest expense

Interest payable on client deposits, loans received and other borrowed funds is charged to the income statement on an accrual basis. Interest receivable or payable is presented within “Accrued interest receivable and other assets” and “Accrued interest payable and other liabilities” respectively.

(f)
Fee and commission income and expense 

Fees and commissions mainly comprise amounts, other than interest received or paid in connection with banking and credit card servicing operations, lending and guarantees, brokerage, leasing and factoring operations and transfer fees. These amounts are recognised when received or paid. In the opinion of management the effect of cash accounting loan and guarantee commissions does not differ materially from accrual accounting.

(g)
Dividend income

Dividends are recognised in the income statement when received, in the same accounting period in which they are announced.


 (h)
Result on sale of trading and investment securities
The result on sale of securities is calculated as the difference between the net book value of securities at the time of sale and the net sale proceeds.
(i)
Provisions

Provisions general or specific are principally created in respect of normal and irregular loans, interbank placements, financial investments, tangible fixed assets and off-balance sheet commitments.

Specific loan provisions are created in respect of loans and off-balance sheet commitments having the same credit risk characteristics as loans. Each loan or off-balance sheet exposure is individually assessed and classified as normal, watch, substandard, doubtful or loss. Provisions are calculated on the net exposure after taking account of collateral obtained.

Provision levels are as follows:




 
 %



Lost

100



Doubtful
  50



Substandard
  20



Watch

 1.5

In addition, a 1.5% general provision to cover losses normally included in the portfolio but which have not been specifically identified is made on all normal exposures to private customers, subject to the maintenance of an overall provision, inclusive of both private and non-private customers of 1%.

 (j)
Taxation

Corporate income tax is calculated at 30% (1999: 34%) of profit before tax which is determined on the basis of accounting regulations and adjusted for exempt income and non-deductible costs.

Deferred income tax is provided, using the liability method, for all temporary differences arising between the tax bases and carrying values of assets and liabilities.
 (k)
Amounts due from banks, other financial institutions, customers and the public sector

Amounts due from banks, other financial institutions, customers and the public sector are stated net of provisions.
(l)
Debt securities and shares

Debt securities and shares include:

· shares in other companies, including shares in private limited and joint stock companies purchased with the intention of exercising long-term control over the activities of those companies; 

· investment securities, including debt securities to be held until redemption;

· shares in companies and debt securities held for trading purposes.

Debt securities and shares held for investment purposes are stated at cost net of provisions for permanent diminution in value.  Debt securities and shares held for trading purposes are shown at the lower of cost and market value.

The purchase price of debt securities may be higher or lower than their nominal value. The resulting discount/premium is credited/charged to the income statement on an accrual basis over the period between their acquisition and expected redemption date.

The purchase price of government bonds purchased on the secondary market includes interest accrued in the period prior to their purchase by the Group. Such bonds are shown at cost adjusted for any purchase discount or premium. The cost is then decreased by the amount of such pre-acquisition interest subsequently received. In the opinion of the Management Board the carrying value of financial assets held by the Group does not exceed their fair value.
NBP bonds issued by the National Bank of Poland in connection with the lowering of mandatory reserve rates are carried at cost plus accrued interest. These bonds which bear interest at the official inflation rate are required to be held by banks until maturity. 

The restructuring bonds issued by the Minister of Finance and State Treasury bonds nominated in US dollars  are not subject to public trading. They are presented in the financial statements at cost plus accrued and capitalised interest. According to the Management Board the above mentioned securities are an element of the long term investment portfolio, bringing low risk income and are worth at least their carrying value.

(m)
Tangible fixed assets

Tangible fixed assets with the exception of land and capital work in progress are shown net of depreciation. Tangible fixed assets comprise assets which are owned or jointly owned by the Group, are complete and ready for use when commissioned, have an expected useful life over one year and are designated for use by the Group or for rental to third parties.

Tangible fixed assets are periodically revalued in accordance with the Polish Accounting Act regulations.

Land held in perpetual usufruct is not the property of the Group and is not included in tangible fixed assets.

Tangible fixed assets are shown at purchase price or construction cost less accumulated depreciation and the results of any revaluation performed.
(n)
Depreciation

Tangible fixed assets are depreciated based on a depreciation schedule which specifies rates and annual charges.

Depreciation rates are established on the basis of the expected economic useful lives of the respective assets. Depreciation rates are periodically reviewed, with any resulting changes implemented in the year in which the review was performed. The following annual depreciation rates are applied to the main categories of tangible fixed assets:

· buildings and structures
0.5% - 50.0%

· plant and machinery
2.5% - 50.0%

· vehicles
6.0% - 50.0%

Land and work in progress are not depreciated.
(o)
Liabilities

Liabilities, including inter-bank deposits and placements, are recorded at the amount of principal due at the balance date. Accrued interest is shown within “Accrued interest payable and other liabilities”.

(p)
Provision for long service awards and one-off  retirement payments to employees

The Group creates a provision for long service awards and one-off retirement payments to employees based on an actuarial calculation (Note 23).

(q)
Shareholders’ equity

Shareholders’ equity comprises capital and reserves created in accordance with applicable regulations and the articles of association. Shareholders’ equity also includes retained earnings and prior year losses brought forward.

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

(q)
Shareholders’ equity (cont.)

Share capital represents the share capital of the parent company and is carried at its nominal value in accordance with the articles of association of the Bank and its entry in the commercial register.
Supplementary capital is principally created from appropriations of profit and share premiums arising on the issue of shares. In accordance with the articles of association of Bank Pekao SA 10% of net profit must be transferred to supplementary capital each year until supplementary capital reaches the level of 200% of share capital.
Other shareholders’ funds:

Other capital is utilised in accordance with the Bank’s articles of association. It is principally created from appropriations of profit, amounts transferred from the revaluation reserve and the reversal of provisions which were charged to the restructuring fund when created. Other capital is distributable.

Revaluation reserve represents the accumulated net surplus on revaluation of fixed assets in prior years.

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

Unappropriated net profit from previous years comprises unappropriated profits and uncovered losses of Group companies.

Net profit is the profit for the year after taxation disclosed in the income statement.

(r)
Cash and cash equivalents

Cash comprises cash on hand and cash on current accounts with other banks.

(s)
Off-balance sheet items

Off-balance sheet items relating to purchase/sale transactions include the purchase and sale of foreign currencies, securities as well as deposits granted and received related to financial instruments. Off-balance sheet items also include guarantees, letters of credit and unutilised lending facilities.

(t)
Derivative financial instruments

Off-balance sheet items comprise of the following derivative instruments: foreign exchange transactions (spot, forward, currency swaps and options), interest rate transactions (FRA, IRS) and futures transactions.

(t)
Derivative financial instruments (cont.)

The above mentioned instruments are recognised as speculative and therefore are valued and presented in the income statement at their market value. Unrealised profits on trading activities are taken to the profit and loss account using the mark to market method of accounting to the extent that such profits offset unrealised losses. If unrealised profits exceed unrealised losses, then the net unrealised profit is not taken to the income statement until it is realised. Unrealised losses on trading activities are taken to the income statement using the mark to market method of accounting.

Off-balance sheet items also include hedging transactions on financial instruments (swaps, forwards and options) and interest rate transactions (IRS). Income and expenses associated with hedging activities are taken to the income statement on an accrual basis.

2.
Interest income and expense


Income

Expense

Income

Expense


12 months 

12 months 

12 months 

12 months 


to 31.12.00

to 31.12.00

to 31.12.99

to 31.12.99


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Financial institutions (a)
633,845

(512,387)

342,832

(469,583)

Customers and the public sector (b)
4,057,087

(3,896,758)

2,847,892

(2,683,086)

Treasury bills and bonds (c)
1,486,304

-

1,537,756

-

including: Polish State Treasury 
bills and bonds (c)
1,445,490

-

1,506,380

-

Other securities
837,770

-

446,326

-

Other (d)
205,574

(57,868)

18,257

(19,229)


7,220,580

(4,467,013)

5,193,063

(3,171,898)

(a)
Interest expense to financial institutions includes PLN 271,177 thousand of interest on refinancing loans relating to Government central investment projects (1999: PLN 288,497 thousand) (Note 20).

(b)
Interest income from customers and the public sector includes interest of PLN 358,302 thousand on loans granted for Government central investment projects (1999: PLN 385,568 thousand).

(c)
Income from Polish State Treasury bills and bonds includes interest income of PLN 196,983 thousand on restructuring bonds (1999: PLN 166,072 thousand) – Note 15.

(d)
“Other” for the period ended 31 December 2000 comprises interest income of PLN 132,946 thousand earned by the group companies not engaged in banking activities (including interest on financial lease of PLN 82,984 thousand), interest of PLN 2,805 thousand from subordinated loans and profits of PLN 69,823 thousand earned from derivative financial instruments operations.
Average interest earning assets for the 12 months to 31 December 2000 were PLN 
57,269,906 thousand earning an average return of 12.5 %. The average borrowed funds of the Group were PLN 53,654,281 thousand with an average interest expense of 8.3 %.

3.
Fee and commission income






12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000








Banking activities (a)
1,089,874

757,263


Brokerage activities
148,142

176,775



1,238,016

934,038


Fee and commission income earned in relation to the granting of loans, bank guarantees, acceptance of bills of exchange and letters of credit, constituting 22% of total fees and commission income, are credited to the income statement when received. This is in accordance with the generally accepted practise in Poland. 

3.
Fee and commission income (cont.)
(a) Fee and commission income from banking activities for the current period comprises:






12 months 








to 31.12.00








PLN ‘000

%

Fees for maintenance of bank accounts and bank transfers
445,145

40.8

Lending activities
252,550

23.2

Granting of guarantees and other off-balance sheet liabilities
24,094

2.2

Credit card charges
280,983

25.8

Securities trading
24,104

2.2

Leasing and factoring activities
6,883

0.6

Pension fund management
5,000

0.5

Other
51,115

4.7


1,089,874

100.0

4.
Other operating income





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000






Rental of premises and other miscellaneous income
26,242

21,451

Leasing income
20,061

53,534

Revenue on sale of products, services, goods and materials
22,171

25,633

Other (a)
99,297

75,922


167,771

176,540

(a) The most significant components of “Other” items for the 12 months to 31 December 2000 are income of PLN 20,784 thousand from asset management on behalf of third parties; reimbursement of Treasury Bond advertising costs of PLN 21,120 thousand; income of PLN 8,275 thousand relating to repayments of other amounts expensed in prior years.

5.
Operating expenses





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Salaries and wages
(1,030,720)

(984,033)

Statutory employment costs
(194,493)

(199,670)

Provision for employee bonuses
(62,649)

(51,152)

Provision for long service awards and one-off retirement payments
(20,755)

(61,565)

Holiday accrual
(23,673)

(639)

Provision for workforce restructuring
(14,125)

-

Administrative and other expenses (a)
(792,204)

(746,579)

Advertising and promotional expenses
(56,355)

(61,870)

Depreciation
(245,329)

(229,250)

Amortisation of goodwill
(7,850)

(11,282)

Costs incurred in relation to the Bank Guarantee Fund
(122,774)

(23,122)

Provision for other assets:
(57,725)

(38,000)

-
provisions created
(71,134)

(44,178)

-
provisions released
13,409

6,178

Provision for revaluation of tangible fixed assets:
(3,565)

(14,388)

-
provisions created
(3,565)

(14,388)

-
provisions released
-

-


(2,632,217)

(2,421,550)

(a) “Administrative and other expenses” for the 12 months to 31 December 2000 include operating costs of PLN 713,258 thousand; non salary-related employee benefits of PLN 16,458 thousand; fees of PLN 23,878 thousand payable to the Warsaw Stock Exchange and National Securities Depository; bad loan collection costs of PLN 9,657 thousand and donations given of PLN 5,731 thousand.
6.
Provisions for loans and guarantees





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Provisions for loans
(1,341,820)

(811,757)

Provisions for off–balance sheet liabilities
(121,604)

(88,715)

General loan provision
(174,959)

(106,344)

Release of provisions for loans
775,808

426,310

Release of provisions for off–balance sheet liabilities
76,193

62,572

Release of general loan provision
127,239

15,746


(659,143)

(502,188)

7.
Provision for shares and other securities
Provisions created
(106,108)

(219,497)

Provisions released
165,386

140,804


59,278

(78,693)

8.
Taxation





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Corporate income tax arising on domestic activities (a)
412,702

192,252

Deferred income tax (b)
(50,339)

(40,208)

Corporate income tax charge of foreign branches and companies
8,715

(4,857)


371,078

147,187

Share of corporate income tax charge of subsidiary and associated companies consolidated by the equity method
4,511

7,532


375,589

154,719






(a)
Corporate income tax arising on domestic activities









Gross profit
1,121,028

317,854

Consolidation adjustments and adjustments ensuring comparability with the Polish Accounting Standards for tax calculation purposes
(23,782)

(15,445)

Permanently non tax – allowable costs:
648,363

416,867

Provisions for guarantees and shares
161,875

123,004

Other provisions
409,546

255,534

Other costs
76,942

38,329






Temporarily non tax – allowable costs:
84,428,245

47,596,927

Provisions for loans
754,625

543,096

Accrued interest payable
784,103

248,320

Net unrealised foreign exchange differences
82,440,704

46,332,315

Other
448,813

473,196






Costs disallowed in previous periods, allowed in the current period:
(843,899)

(512,854)

Interest paid, accrued for in previous periods
(559,300)

(373,812)

Receivables written off
(10,195)

(8,867)

Other
(274,404)

(130,175)






Permanently non-taxable income:
(902,381)

(406,390)

Provisions disallowed in previous periods, released in the current period
(839,762)

(389,887)

Domestic dividends
(4,612)

(6,209)

Other income
(58,007)

(10,294)






Carried forward:
84,427,574

47,396,959

8.
Taxation (cont.)





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Brought forward
84,427,574

47,396,959

Temporarily non-taxable income:
(83,869,004)

(47,410,092)

Provisions disallowed in previous periods, released in current period
(19,843)

(118,985)

Accrued interest income on loans and placements
(182,321)

(117,757)

Accrued interest income from debt securities
(830,980)

(728,031)

Net unrealised foreign exchange gains
(82,637,412)

(46,360,222)

Other income
(198,448)

(85,097)






Income not taxable in previous periods, taxable in the current period:
890,872

650,784

Interest income received from loans and placements, accrued in previous period
212,887

181,491

Interest income received from debt securities, accrued in previous period
674,766

460,129

Other
3,219 

9,164






Net amount of  income taxable when received in advance:
24,849

41,132

Capitalised interest
(2,109)

9,870

Discount on bills of exchange
570

18,573

Other (e.g. commission and fees, factoring)
26,388

12,689











Gross taxable income
1,474,291

678,783

Tax deductible items (donations)
(5,498)

(1,918)

Investment relief claimed
(68)

(59,159)

Investment relief premium claimed
(24,222)

(31,709)

Other income
90

451

Tax exempt income
(102,752)

(85,816)

Result of Paris branch
(102)

39,400

Loss of New York branch
12,493

22,464

Prior-year losses brought forward
(1,098)

(46)

Taxable income
1,353,134

562,450

Corporate income tax (30%/34% )*
411,631

191,968

Prior-year tax adjustment
785

284

Current period tax adjustment
286



Corporate income tax arising on domestic activities
412,702

192,252

* The Bank Pekao SA Group does not constitute a Group for taxation purposes. The corporate income tax amount presented therefore represents the sum of the corporate income tax amounts of Group companies consolidated by the acquisition accounting method.
8.
Taxation (cont.)

Corporate income tax arising on domestic activities 
– by entity:







12 months 








to 31.12.00








PLN ‘000


Bank Pekao SA

375,412


Centralny Dom Maklerski S.A.

26,077


Pekao Leasing Sp. z o.o.

0


PBG Leasing Sp. z o.o.

5,184


Pekao Fundusz Kapitałowy Sp. z o.o.

4,086


Pekao Faktoring Sp. z o.o.

1,001


Przedsiębiorstwo Zarządzania Nieruchomościami Sp. z o.o.

942


Total

412,702

(b)
Deferred income tax





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Provision for deferred tax (gross) [cumulative temporary differences between the tax bases and carrying value of assets * adequate tax rate]:




Accrued interest receivable
1,228,755

1,274,033

Unrealised foreign exchange differences
53,320

8,267

Investment relief
41,882

59,489

Other
-

-

Gross provision for deferred income tax (A)
1,323,957

1,341,789






Deferred tax receivable (gross) [Cumulative temporary differences between the tax bases and carrying value of liabilities * appropriate tax rate]




Accrued interest payable
908,432

917,530

Provisions for loans
147,374

114,215

Other provisions
122,031

132,343

Other
20,848

2,570

Deferred tax receivable (gross) (B)
1,198,685

1,166,658






Deferred income tax (A-B)
125,272

175,131

8.
Taxation (cont.)
In accordance with the liability method, the provision for deferred income tax is calculated using the tax rate, which is expected to be applicable at the moment of the tax asset or liability realisation. From 1 January 2001 the corporate income tax rate is 28%, and is to be further decreased in following years. In the above calculation, tax rates of 28%, 24% and 22% have been applied to income and expense items expected to be realised during the years 2001 to 2002, 2003 and 2004 respectively.






12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Changes in deferred tax provision during the period




Deferred tax provision at the beginning of the period
175,131

226,103

Adjustment of the opening balance relating to the first consolidation of companies or sale of companies
480

(10,764)

Required deferred tax provision at the end of the period
(125,272)

(175,131)

Decrease in deferred tax provision
50,339

40,208

9.
Net profit





12 months 

12 months 






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000










Net profit of parent company*
713,873

146,595

Net profit of  subsidiary companies*:




          Centralny Dom Maklerski Pekao S.A.
4,205

50,007

          Bank Pekao (Ukraina) Ltd 
727

4,287

          Bank Pekao Tel-Aviv Ltd 
(71,412)

6,483

          Pekao Leasing Sp. z o.o. 
8,648

(34,130)

          PBG Leasing Sp. z o.o. 
19,981

12,567

          Pekao/Alliance PTE  S.A.
(4,915)

-

          Pekao Fundusz Kapitałowy  Sp. z o.o.
(47)

2,874

          Pekao Faktoring Sp. z o.o.
5,104

(10,607)

          Przedsiębiorstwo Zarządzania Nieruchomościami Sp. z o.o.
(28,391)

(16,993)

Group share in the net profit of subsidiary and associated companies consolidated by the equity method
13,498

14,468

Group share in the net loss of subsidiary and associated companies consolidated by the equity method
(11,047)

(68,347)

Minority interest
1,415

-

Consolidation adjustments
95,215

55,930


746,854

163,135

*after elimination of intra-Group transactions

Earnings per share (PLN)
Net profit for the period (PLN ‘000)
746,854

163,135

Average number of shares (000 pcs.)
146,455

145,340

Earnings per share (PLN)
5.10

1.12

9.
Net profit (cont.)
Diluted earnings per share 

According to International Accounting Standard No. 33, the Bank calculates the so-called “diluted” earnings per share, taking into consideration issued management share options.  Eligible employees purchased 417,500 such options for a pre-determined price of PLN 55.  The average market value of one share of Bank Pekao SA in 2000, used in calculating the adjusted average weighted number of shares, was set at PLN 55.94.  Including the management share options in the calculation resulted in an increase in  the average weighted number of shares by 7,016, which does not affect the so-called “diluted” earnings per share which remain the same as earnings per share, i.e. PLN 5.10.

10. Cash and balances with Central Banks





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Current account with National Bank of Poland (a)
2,193,548

619,794

Cash – PLN
627,808

684,726

Cash – foreign currencies
563,809

488,132

Current accounts with other banks – PLN
20,032

13,918

Current accounts with other banks – foreign currencies
273,312

264,310

Total
3,678,509

2,070,880

(a)
Polish banks are obliged to maintain mandatory reserves with the National Bank of Poland (NBP). In 1999 the mandatory reserve rates were reduced. At the same time a new depository system based on the requirement to purchase NBP interest bearing bonds was introduced. (Note 15 (a)).
Cash and balances with Central Bank - by territory:



As at

As at



31.12.00

31.12.99



PLN ‘000

PLN ‘000

Poland
3,415,693

1,811,306

USA
20,653

79,784

Other European countries
196,875

160,179

Other countries
45,288

19,611

Total
 3,678,509

2, 070, 880

11. Treasury and NBP bills





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Treasury bills
1,936,168

3,421,313

NBP bills
2,954,622

532,462


4,890,790

3,953,775

The securities portfolio as at 31 December 2000 comprised 26 and 52 week T-bills issued by the Polish State Treasury and NBP 28 day bills issued by the National Bank of Poland. Both the T-bills and the NBP bills are stated at purchase price including discount.

The market value of T-bills and NBP bills is PLN 1,936,168 thousand and PLN 2,954,622 thousand, respectively.

As at 31 December 2000, the trading portfolio included NBP bills of PLN 858,991 thousand and T-bills of PLN 391,646 thousand.

The returns achieved vary depending on the type of security and in the 12-month period ended 
31 December 2000 were as follows:


2000

1999


min %
max %

min %
max %








· Treasury bills
12.44
17.66

11.38
13.99

· NBP bills
16.52
19.09

13.10
16.52

12.
Due from banks and other financial institutions





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Placements with other banks
7,721,362

3,910,638

Loans to other banks and financial institutions
1,337,338

930,958

Reverse-repo transactions
21,804

10,018

Interest due, not received
16,131

13,895

Gross amount due from banks and other financial institutions (a), (b), (c)
9,096,635

4,865,509

Provisions (d)
(56,876)

(104,935)

Net amounts due from banks and other financial institutions
9,039,759

4,760,574

Loans to other banks and financial institutions as at 31 December 1999 comprised a subordinated loan of PLN 18,000 thousand granted by Bank Pekao SA to Kredyt Bank S.A. for a period of 42 months, from 25 March 1997 to 30 September 2000. The interest rate was based on the average 6-month-WIBOR (Warsaw Interbank Offered Rate).
Annual interest rates on placements with other banks and loans to other banks and financial institutions during the 12 months to 31 December 2000 ranged from 15.60% to 22.50% for PLN placements and from 4.92% to 6.56% for foreign currency placements.

(a) Due from banks and other financial institutions - by currency:





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

PLN
2,460,332

1,638,898

Foreign currencies
6,636,303

3,226,611

Total
9,096,635

4,865,509

  (b)    Due from banks and other financial institutions– by geographical area:



As at

As at



31.12.00

31.12.99



PLN ‘000

PLN ‘000

Poland
2,650,568

255,715

USA
612,296

558,437

Other European countries
5,567,372

2,242,196

Other countries
250,268

1,795,266

Interest due, not received
16,131

13,895

Total
9,096,635

4,865,509

12.
Due from banks and other financial institutions (cont.)

(c)
Due from banks and other financial institutions - by maturity:



As at

As at



31.12.00

31.12.99



PLN ‘000

PLN ‘000






Within 1 month
6,437,098

3,707,603

Between 1 to 3 months
1,001,004

132,399

Between 3 months to 1 year
844,359

377,775

Between 1 to 5 years
623,517

462,979

Over 5 years, including overdue amounts
190,657

184,753

Total
9,096,635

4,865,509






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

(d)
Specific provisions for loans to banks and other financial institutions 
- changes during the period:
Balance at the beginning of the period
104,935

93,531

Increases:




- opening balances of companies consolidated for the first time
-

4,229

- provisions created
38,317

28,068

- transfer from other balance sheet positions
244

947

- foreign exchange differences
-

44

Decreases:




- transfer to other balance sheet positions
(16,244)

(339)

- provisions utilised
(47,710)

(1,624)

- provisions released
(22,605)

(19,921)

- foreign exchange differences
(61)

-

Balance at the end of the period
56,876

104,935

13.
Dealing securities





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Government bonds (a)
116,164

98,247

Debt securities




- listed, with unlimited marketability
30,412

-

- other
598,149

750,661

Variable yield securities




- listed, with unlimited marketability
150,160

141,613

- other
11,338

14,633

Debt securities eligible for discounting at the NBP
49,811

48,558

Dealing securities
956,034

1,053,712

(a)
As at 31 December 2000, government bonds comprised bonds issued by the Polish State Treasury quoted on the Warsaw Stock Exchange.

As at 31 December 2000, the market value of dealing securities was PLN 975,136 thousand (as at 31 December 1999: PLN 1.075.154 thousand). Debt securities eligible for discounting at the NBP were not subject to public trading and are carried at cost.

14.
Due from customers and the public sector





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Overdrafts
4,347,300

2,949,475

Charge card balances
39,495

31,309

Term loans
27,427,542

24,260,521

Reverse repo transactions
67,040

-

Other
265,123

222,026

Gross amounts due from customers and the public sector (a), (b), (c), (d)
32,146,500

27,463,331

Specific provisions (e)
(1,928,314)

(1,447,236)

General provision (f)
(268,363)

(220,187)

Suspended interest
802,035

669,070

Net amounts due from customers and the public sector 
30,751,858

26,464,978

Annual returns earned by the parent company on amounts due from customers and the public sector during the 12 months to 31 December 2000 ranged from 14.96% to 21.82% for PLN loans and from 5.59% to 10.57% for foreign currency loans.






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

(a)
Due from customers and the public sector 
– by currency:
PLN
23,424,517

19,848,456

Foreign currencies
8,721,983

7,614,875

Total
32,146,500

27,463,331

14.
Due from customers and the public sector (cont.)

(b)
Amounts due from customers and the public sector 
– by maturity:





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000






Within 1 month
6,672,199

5,578,919

Between 1 to 3 months
2,014,377

1,659,655

Between 3 months to 1 year
5,523,604

4,664,889

Between 1 to 5 years
8,360,182

7,011,855

Over 5 years
5,595,046

5,465,879

Overdue amounts
3,981,092

3,082,134

Total
32,146,500

27,463,331

(c)
Amounts due from customers and the public sector 
- by credit risk category:






Normal
27,682,828

23,794,643

Watch
482,581

586,554

Substandard
1,215,512

1,210,110

Doubtful
1,017,986

512,906

Lost
1,747,593

1,359,118

Total
32,146,500

27,463,331

(d)
Amounts due from customers and the public sector 
- by type of entity:

Public sector 
693,235

1,439,228

Enterprises
22,101,233

19,126,971

Agricultural sector
241,869

242,911

Retail loans
5,545,507

3,705,824

Other non-financial institutions
3,299,533

2,726,371

Other receivables
265,123

222,026

Total
32,146,500

27,463,331

14.
Due from customers and the public sector (cont.)






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

 (e)
Specific provisions – changes during the period:
Balance at the beginning of the period
1,447,236

1,113,805

Increases:




- opening balances of companies consolidated for the first time
-

26,212

- provisions created
1,303,503

783,689

- transfer from other balance sheet items
98,321

41,315

- foreign exchange differences
-

2,558

- other 
763

458

Decreases:




- provisions released
(753,203)

(406,388)

- provisions utilised
(90,400)

(57,685)

- transfer provisions to other balance sheet items
(62,149)

(56,728)

- foreign exchange differences
(10,324)

-

- other 
(5,433)

-

Balance at the end of the period
1,928,314

1,447,236

(f)
General provision – changes during the period:
Balance at the beginning of the period
220,187

103,873

Increases:




- opening balances of companies consolidated for the first time
-

3,548

- provisions created
174,959

119,602

- foreign exchange differences
456

4,730

- transfer from other balance sheet items


15,746

Decreases:




- provisions released
(127,239)

(25,768)

- provisions utilised
-

(1,544)

Balance at the end of the period
268,363

220,187

(g) 
Loans granted by the Group and guaranteed by
the Polish or foreign governments or other banks:





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000






Polish government
5,084,776

5,574,570

Foreign governments
130,990

148,422

Polish banks
12,466

24,720

Foreign banks
65,981

34,822


5,294,213

5,782,534

15.
Investment securities





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Debt securities (a)
14,612,596

15,866,094

Variable yield securities (b)
159,046

160,536

Investment securities
14,771,642

16,026,630

(a) 
Investment debt securities:
-
Fixed interest:
6,163,049

5,599,729

·
Polish State Treasury bonds (i)
3,452,276

2,786,817

·
Eurobonds issued by the Polish government
10,175

204,142

·
Foreign government bonds 
381,641

596,128

·
Polish Brady bonds (ii)
900,492

918,828

·
Other
1,418,465

1,093,814

- 
Floating interest:
8,484,610

10,340,123

·
NBP bonds (iii)
2,195,596

2,211,987

·
Polish Brady bonds (ii)
-

1,193,978

·
Polish State Treasury bonds 
841,599

779,667

·
Restructuring bonds issued by the Minister of Finance (iv)  
1,041,627

996,366

·
State Treasury bonds nominated in US dollars (v)
3,483,868

4,466,351

·
Municipal bonds
368,268

174,481

·
Bonds issued by non-financial entities
322,974

308,695

·
Bonds issued by foreign banks  
93,968

4,205

·
Foreign government bonds  
43,723

68,728

·
Other
92,987

135,665

Total gross value of investment debt securities
14,647,659

15,939,852

Provisions
(35,063)

(73,758)

Total net value of investment portfolio debt securities
14,612,596

15,866,094

(i) Polish State Treasury bonds include bonds with a 5-year maturity of PLN 106,366 thousand (nominal value: PLN 100,000 thousand) blocked in accordance with the Bank Guarantee Fund Act as a security against any liabilities arising from contributions to the Guaranteed Deposits Protection Fund.

(ii)
The Polish government "Brady bonds" were issued following an agreement signed on 14 September 1994 between the Republic of Poland and commercial banks associated within the so-called “London Club”. They were issued in accordance with Decree No. 78 of the Minister of Finance dated 26 October 1994 regarding the issue of restructuring bonds to meet liabilities to the commercial banks associated with the “London Club”. These bonds are nominated in US dollars.

15.
Investment securities 
(a)
Investment debt securities (cont.):
(iii)
NBP bonds purchased by the Bank in place of the non-interest bearing mandatory reserve deposits bear an interest rate equal to the cumulative inflation rate calculated for the period from 1 August to 31 July every year. These bonds are non-transferable and there is no market by reference to which their value can be determined. Banks are required by law to purchase and hold these bonds to maturity. In view of this fact and taking account of the creditworthiness of the issuer, these bonds are valued at cost plus accrued interest.
(iv) In accordance with Decree No. 67 of the Minister of Finance dated 26 August 1993 on the issue of series A restructuring bonds, the first redemption of principal and payment of interest took place on 31 January 1995. Subsequent payments were scheduled semi-annually, on 31 January and 31 July of each year until 31 July 2008.  In accordance with Decree No. 87 of the Minister of Finance of 21 November 1994 on the issue of series D restructuring bonds, the first redemption of principal and payment of interest took place on 22 May 1996. Subsequent payments were scheduled semi-annually on 22 May and 22 November of each year, until 22 November 2009. The restructuring bonds were issued in order to increase the equity of banks and to permit them to create provisions for irregular loans in accordance with the requirements of the NBP. As at 31 December 2000 restructuring bonds were not subject to public trading.

(v) State Treasury bonds nominated in US dollars represent compensation for the utilisation prior to 1990 of the Bank’s foreign currency for state balance of payments funding. Commencing 1 April 1992 the bonds became redeemable by the State Treasury on 1 April and 1 October of each year. As at 31 December 2000 the State Treasury bonds nominated in US dollars were not subject to public trading.

(vi) Gross value of investment debt securities – by marketability:



As at

As at



 31.12.2000

 31.12.1999



PLN’000

PLN’000

Debt securities with unlimited marketability quoted on stock exchanges
6,259,071

6,882,104

Debt securities with unlimited marketability traded on the OTC market
980

980

Debt securities with unlimited marketability not quoted on stock exchanges and not traded on the OTC market
1,528,029

1,361,545

Debt securities with limited marketability
6,859,579

7,695,223

Total
14,647,659

15,939,852

15.
Investment securities 
(a) Investment debt securities (cont.):

Returns achieved vary depending on the type of security and in the 12-month period ended 
31 December 2000 were as follows:


2000
1999


min %
max %
min %
max %







· 2-year State Treasury bonds
16.70
18.72
11.96
16.70

· 5-year State Treasury bonds
11.88
12.70
12.69
14.46

· 10-year State Treasury bonds bearing fixed interest
6.00
6.00
6.00
6.00

· 3-year State Treasury bonds
13.58
17.19
13.14
17.43

· 10-year State Treasury bonds bearing floating interest
13.03
17.58
13.03
23.09

· Polish Brady bonds
6.07
6.92
5.85
6.71







 (b)
Investment variable yield securities:





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000






Shares in subsidiary companies not consolidated under the acquisition accounting method (i), (ii)
107,097

68,849

Mutual fund participation units (iii)
12,000

12,000

Other shares (iv)
84,611

115,744

Total gross investment variable yield securities
203,708

196,593

Provisions
(44,662)

(36,057)

Total net variable investment yield securities
159,046

160,536

15.
Investment securities 
(b) Investment variable yield securities (cont.):

(i)
Shares in subsidiary companies not consolidated under the acquisition accounting method as at 31 December 2000 – additional information: 

No.
Company
Registered office
Activity
Consolidation method 
Date of acquisition of significant influence
Cost 

PLN ‘000
Provisions 

PLN ‘000
Gross value

PLN ‘000
Percentage of share capital held and votes at AGM

%












1
Pekao Financial Services Sp. z o.o. 
Warszawa
financial activity
equity
1998
4,500
-
-
100.00

2
Pekao Development Sp. z o.o.
Łódź
real estate management
equity
1996
35,406
-
13,593
100.00

3
Pekao Informatyka Sp. z o.o.
Łódź
IT services
equity
1996
102
-
910
100.00

4
Pekao Trading Corporation
New York, USA
trading
equity
1948
351
-
16,200
100.00

5
Pekao Trading Company (Canada) Ltd.
Toronto, Canada
trading
equity
1956
2,947
-
2,429
100.00

6
Pekao / Alliance Capital Management S.A.
Warszawa
in liquidation
not consolidated
1998
4,316
4,316
4,316
100.00

7
SRPBG Sp. z o.o. in liquidation
Łódź
in liquidation
not consolidated
1997
4,912
4,912
4,912
95.00

8
Central Poland Fund LLC 
Delaware, USA
financial intermediary
not consolidated
1998
16,931
-
17,900
53.19

9
Drukbank Sp. z o.o.
Zamość
printing
not consolidated
1994
13,319
2,700
13,319
100.00

10
Pekao Ochrona Sp. z o.o.
Warszawa
security services
not consolidated
1999
16,704
-
16,704
100.00

11
P.K.O. Trading Corporation
New York, USA
dormant
not consolidated
1955
5
-
8
100.00

12
Pekao Delta Trading Company Pty. Ltd.
Sydney, Australia
in liquidation
not consolidated
1986
1,165
1,414
1,414
89.50

13
Pekao Immobilier SARL 
France
real estate management
not consolidated
1993
23
-
29
100.00

14
Pracownicze Towarzystwo Emerytalne S.A. Centralnego Domu Maklerskiego S.A.
Warszawa


management of employee pension funds
not consolidated


1999


100


-


100


100.00



15
LKK Lubelska Korporacja Komunikacyjna Sp. z o.o.
Lublin
transport activity
not consolidated
1998
1,027
1,027
1,027
58.50

16
HSW Fabryka Maszyn
Janów Lubelski


construction machinery parts production
not consolidated


2000


8,326


-


8,326


76.90



17
Zwoltex S.A.
Zduńska Wola
textile industry
not consolidated
1996
5,910
-
5,910
58.48* 





Gross value of shares in subsidiary companies
107,097


* entitled to 67.87% votes 

15.
Investment securities
(b)
Investment variable yield securities (cont.): 

(i)
Shares in subsidiary companies not consolidated by the acquisition accounting method as at 31 December 2000 – additional information: 

No.
Company
Share capital

PLN ‘000
Unpaid share capital

PLN ‘000
Supplementary capital

PLN ‘000
Other capital

PLN ‘000
Unappropriated profits/ uncovered losses brought forward

PLN ‘000
Net profit/ (loss)

PLN ‘000
Total assets

PLN ‘000
Share capital unpaid by the Group

PLN ‘000
Dividends received or receivable for the previous year

PLN ‘000

1
Pekao Financial Services Sp. z o.o. 
4,500
-
-
-
(5,699)
(150)
4,497
-
-

2
Pekao Development Sp. z o.o.
35,406
-
981
-
(22,998)
3,394
92,958
-
-

3
Pekao Informatyka Sp. z o.o.
200
-
685
-
(13)
37
4,914
-
-

4
Pekao Trading Corporation
597
-
11,760
(13)
3,330
1,101
26,524
-
-

5
Pekao Trading Company (Canada) Ltd.
4,690
-
-
-
1,859
(4,120)
12,054
-
-

6
Pekao / Alliance Capital Management S.A.
277
-
-
-
(37)
(6)
320
-
-

7
SRPBG Sp. z o.o. in liquidation
5,170
-
-
-
(5,196)
28
2
-
-

8
Central Poland Fund LLC (as at 31.12.1999)
38,946
(13,091)
-
-
(846)
(3,219)
20,209
2,818
-

9
Drukbank Sp. z o.o.
13,407
-
1,130
33
(94)
(3,556)
11,697
-
150

10
Pekao Ochrona Sp. z o.o.
16,700
-
5,100
-
-
(14,773)
17,449
-
-

11
P.K.O. Trading Corporation
8
-
-
-
-
-
8
-
-

12
Pekao Delta Trading Company Pty. Ltd. (as at 09.01.2001)
1,644
-
-
-
(5,828)
(380)
88
-
-

13
Pekao Immobilier SARL (as at 31.12.1999)
29
-
-
-
(524)
551
758
-
-

14
Pracownicze Towarzystwo Emerytalne CDM Pekao S.A.
100
-
-
-
-
-
186
-
-

15
LKK Lubelska Korporacja Komunikacyjna
1,757
-
-
-
(2,666)
31
2,059
-
-

16
HSW Fabryka Maszyn
8,195
-
2,034
9,352
-
(1,823)
24,111
-
-

17
Zwoltex S.A.
9,230
-
13,988
33,157
-
(2,672)
80,233
-
-

15.
Investment securities 
(b) Investment variable yield securities (cont.): 






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

(ii) Shares in subsidiary companies not consolidated under the acquisition 
accounting method– changes during the financial period:

Balance at the beginning of the period
68,849

232,948

Increases:




-
purchase
41,477

28,172

-
transfer from other balance sheet items
14,237

-

-
other 
-

2,479

Decreases:




-
sale
(3,499)

(32,613)

-
share in post acquisition decrease in net assets of companies consolidated using the equity method
(7,919)

(27,316)

-
transfer to other balance sheet items
-

(88,385)

-
application of acquisition accounting method
-

(41,826)

-
liquidation
(5,303)

-

-
other 
(745)

(4,610)

Balance at the end of the period
107,097

68,849

(iii)
The market value of mutual fund participation units - Eurofundusz as at 31 December 2000 amounted to PLN 16,380 thousand (31 December 1999: PLN 15,027 thousand).
15.
Investment securities
(b) Investment variable yield securities (cont.): 

(iv)
Other shares:

Company
Registered office
Activity
Book value of shares

PLN ‘000
Percentage of share capital held

%

IX NFI Kwiatkowskiego S.A.
Warszawa
investment fund
39,263
15.35

Access Sp. z o.o.
Warszawa
financial advisory
1,010
10.00

Biuro Infomacji Kredytowej S.A.
Warszawa
credit information bureau trading
2,325
14.95

BOTRANS
France
trading
37
13.00

Centralna Tabela Ofert S.A.
Warszawa
financial services
591
6.94

Centrozap S.A.
Katowice
trading
7,359
13.50

Cera S.A.
Warszawa
financial services
323
5.09

Dolina Łąk Sp. z o.o.
Małaszewicze
food production
364
1.22

Elektromontaż S.A.
Warszawa
construction
5,621
9.21

Giełda Papierów Wartościowych S.A.
Warszawa
financial services
65
0.10

Huta Kara S.A.
Piotrków Trybunalski
glass foundry
981
7.68

Huta Ostrowiec S.A.
Ostrowiec
steelworks
7,085
3.57

Międzynarodowa Szkoła Bankowości 

i Finansów Sp. z o.o.
Katowice
education
32
11.13

Polska Giełda Finansowa S.A.
Warszawa
financial services
300
9.16

Przedsiębiorstwo Zarządzania Nieruchomościami Sp. z o.o.
Warszawa
financial services and administration
950
9.98

SWIFT
Belgium
interbank communication system
510
0.12

Telbank S.A.
Warszawa
telecommunications
11,484
7.11

VISPOL
France
trading
118
1.40

Zamojskie Fabryki Mebli S.A.
Zamość
furniture production
427
9.32

Bialskie Fabryki Mebli S.A. 
Biała Podlaska
furniture production
733
16.89

Huta Stalowa Wola S.A. 
Stalowa Wola
steelworks
3,612
5.21

PHZ Baltona S.A.
Gdynia
trading
818
5.80

WSK-PZL Kalisz S.A.
Kalisz
production of machinery
152
7.96

ATW Sp. z o.o.
Zagórz
machinery parts production
404
3.20

Other 


47


Book value


84,611


16. 
Investments in associates





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Gross value of investments in associates (a), (b)
293,592

350,895

Provisions
(1,705)

(2,830)

Net value of investments in associates
291,887

348,065

16.
Investments in associates (cont.)
(a)
Investments in associates as at 31 December 2000 – additional information:
No.
Company
Registered office
Activity
Consolidation method 
Date of acquisition of significant influence
Cost value

PLN ‘000
Provisions

PLN ‘000
Gross value 

PLN ‘000
Percentage of share capital held and votes at AGM

%

1
Bank Handlowy International S.A. Luxembourg
Luxembourg
banking
equity
1979
19,753
-
30,592
23.20

2
MHB Mitteleuropaische Handelsbank Aktiengeselschaft, Deutsch-Polnische Bank
Frankfurt am Main, Germany
banking


equity


1973


44,752


-


68,493


29.99



3
BDK-Daewoo Leasing Sp. z o.o.
Lublin
leasing
equity
1997
6,225
-
3,203
50.00

4
Jupiter NFI S.A.
Warszawa
investment fund
equity
1999
117,494
-
143,119
32.43

5
Trinity Management Sp. z o.o.
Warszawa
financial advisory
equity
1995
2,089
-
5,227
50.00

6
Krajowa Izba Rozliczeniowa S.A.
Warszawa
clearing house
not consolidated
1996
1,250
-
1,250
22.96

7
PolCard S.A.
Warszawa
clearing of non-cash transactions
not consolidated
1996
2,040
-
2,040
29.70

8
Polski Leasing Przemysłowy S.A.
Warszawa
leasing
not consolidated
1997
2,000
-
2,000
24.88

9
SRP Investment Sp. z o.o. in liquidation
Lublin
financial intermediary
not consolidated
1997
2
2
2
50.00

10
Pioneer Pekao Investment Management S.A.
Warszawa
financial intermediary
not consolidated
2000
14,995
-
14,995
49.00

11
CPF Management
British Virgin Islands
fund management 
not consolidated


1998


0


-


0


40.00



12
Grupa Inwestycyjna NYWIG S.A.
Warszawa
financial advisory
not consolidated
1990
369
-
369
24.60

13
SYRENA International Sp. z o.o.
Warszawa
hotel industry
not consolidated
1989
557
303
557
37.50

14
ANICA System S.A.
Lublin
IT services
not consolidated
1999
4,376
-
4,376
31.78*

15
Fabryka Sprzętu Okrętowego Meblomor S.A.
Czarnków
production of marine equipment
not consolidated
1998
1,340
-
1,340
23.81

16
Lannen Polska Sp. z o.o.
Tolkmicko
fruit and  vegetables processing
not consolidated


1998


8,496


1,400


8,496


50.00



17
Masters S.A.
Legnica
textile production
not consolidated
1998
1,874
-
1,874
24.32

18
Tomtex S.A.
Tomaszów Maz.
textile industry
not consolidated
1999
335
-
335
21.55

19
Zwoltex  S.A.- Włóknina Sp. z o.o.
Zduńska Wola
textile industry
not consolidated
1999
601
-
601
33.33

20
Wytwórnia Aparatury Wtryskowej 
PZL-Mielec Sp. z o.o.
Mielec
machinery production
not consolidated


2000


1,886


-


1,886


37.77



21
Wytwórnia Silników PZL-Mielec Sp. z o.o.
Mielec
motor production
not consolidated
1993
2,429
-
2,429
39.45

22
ZPC Świdnik Sp. z o.o.
Świdnik
machinery production
not consolidated
1999
408
-
408
26.81**





Gross value of investments in associates
293,592


* entitled to 13.15% votes

** entitled to 35.97% votes

16.
Investments in associates 
(a)
Investments in associates as at 31 December 2000 – additional information (cont.):
No.
Company
Share capital

PLN ‘000
Unpaid share capital

PLN ‘000
Supplementary capital

PLN ‘000
Other capital

PLN ‘000
Unappropriated profits/ uncovered losses brought forward

PLN ‘000
Net profit/ (loss)

PLN ‘000
Total assets

PLN ‘000
Dividends received or receivable for previous year

PLN ‘000

1
Bank Handlowy International S.A. Luxembourg
114,600
-
9,840
7,423
-
-
982,734
-

2
MHB Mitteleuropaische Handelsbank Aktiengeselschaft, Deutsch-Polnische Bank
184,066
-
-
29,020
-
15,299
2,692,569
4,786

3
BDK-Daewoo Leasing Sp. z o.o.
12,450
-
-
-
1,453
(7,496)
203,087
1,720

4
Jupiter NFI S.A.
6,011
-
271,795
234,358
(86 247)
15,401
469,598
-

5
Trinity Management Sp. z o.o.
510
-
-
1,454
2,194
6,295
14,886
500

6
Krajowa Izba Rozliczeniowa S.A.- supplementary, other capital and assets 
as at 30.06.2000 
5,445
-
3,499
18,303
-
12,316
78,438
225

7
PolCard S.A.
3,030
-
2,892
24,080
-
13,153
143,243
-

8
Polski Leasing Przemysłowy S.A.
8,040
-
-
-
(1,235)
913
248,622
-

9
SRP Investment Sp. z o.o. in liquidatin – books closed as at 31.10.2000
4
-
-
-
(1)
(1)
2
-

10
Pioneer Pekao Investment Management S.A.
28,914
(8)
1,569
-
-
45
31,005
-

11
CPF Management
0
-
-
-
-
-
0
-

12
Grupa Inwestycyjna NYWIG S.A.
1,500
-
2,790
2,265
-
402
137,176
-

13
SYRENA International Sp. z o.o.
864
-
24,990
(55,491)
(119,517)
24,898
168,134
-

14
ANICA System S.A.
850
(12)
4,634
-
-
834
8,338
-

15
Fabryka Sprzetu Okretowego Meblomor S.A.
1,880
-
2,952
5,254
-
(151)
12,463
-

16
Lannen Polska Sp. z o.o.
21,542
-
-
-
(8,559)
(9,517)
30,191
-

17
Masters S.A.
3,784
-
13,797
83
-
(1,797)
21,327
-

18
Tomtex S.A.
3,800
-
13,648
802
-
(1,009)
28,526
-

19
Zwoltex - Włóknina Sp. z o.o.
1,800
-
-
428
(65)
(683)
3,435
-

20
Wytwórnia Aparatury Wtryskowej 
PZL Mielec Sp. z o.o.
21,061
-
0
5,229
(10,991)
(4,073)
24,999
-

21
Wytwórnia Silników PZL Mielec Sp. z o.o.
16,698
-
148
1,540
(2,940)
(1,968)
34,290
-

22
ZPC Świdnik Sp. z o.o.
5,595
-
-
1
(953)
(1,695)
8,639
-

16.
Investments in associates (cont.)





12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

(b)
Investments in associates – changes during the financial period:

Balance at the beginning of the period
350,895

170,807

Increases:




-
opening balances of companies consolidated for the first time
-

11,304

-
purchase
21,064

16,694

-
share in undistributed post acquisition increase in net assets of companies consolidated under the equity method
-

31,434

-
transfer from other balance sheet positions
5,577

149,200

-
foreign exchange differences
-

1,651

Decreases:




-
sale
(24,788)

(12,293)

-
share in undistributed post acquisition decrease in net assets of companies consolidated under the equity method
(38,698)

-

-
transfer to other balance sheet positions
(13,787)

(17,828)

-
foreign exchange differences
(6,624)

-

-
other 
(47)

(74)

Balance at the end of the period
293,592

350,895

17.
Goodwill





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Gross goodwill on consolidation (a)
60,517

60,574

Accumulated amortisation
(58,282)

(50,461)


2,235

10,113

Gross negative goodwill (b)
(60,270)

(60,270)

Accumulated amortisation
26,206

14,152


(34,064)

(46,118)

Net goodwill
(31,829)

(36,005)

17.
Goodwill (cont.)





12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

(a)
Changes in goodwill:









Gross goodwill at the beginning of the period (i)
60,574

60,451

Increases 
17

123

Decreases 
(74)

-

Gross goodwill at the end of the period
60,517

60,574

Accumulated amortisation at the beginning of the period
50,461

39,179

Amortisation charge for the period relating to Pekao Trading Corporation Polska
(14)

14

Amortisation charge for the period relating to SB Tuszyn
122

122

Amortisation charge for the period relating to SBR Warszawa
1,854

3,707

Amortisation charge for the period relating to SB Błonie
1,063

1,823

Amortisation charge for the period relating to SB Lublin
2,481

3,309

Amortisation charge for the period relating to SBL
2,315

2,307

Accumulated amortisation at the end of the period
58,282

50,461

Net goodwill 
2,235

10,113

(i) Gross goodwill at the beginning of 2000 includes a total amount of PLN 60,574 thousand arising on the purchase of the assets and liabilities of: Spółdzielczy Bank Rzemiosła in Warszawa (SBR) - PLN 18,534 thousand, Spółdzielczy Bank in Błonie - PLN 9,115 thousand, Spółdzielczy Bank in Lublin – PLN 16,544 thousand, Spółdzielczy Bank Ludowy - PLN 15,696 thousand, Spółdzielczy Bank in Tuszyn - PLN 611 thousand and Pekao Trading Corporation – PLN 74 thousand.
(b)
Negative goodwill

Negative goodwill as at 31.12.99

 PLN ‘000

Change in negative goodwill for the period

 PLN ‘000

Amortisation for the 12 months to 31.12.00

PLN ‘000

Negative goodwill as at 31.12.00

 PLN ‘000

Acquisition accounting method:








Centrozap S.A.
1,899



(1,899)

      -

3 NFI S.A.
10,659

(10,659)

                 -

      -

XI NFI S.A.
33,560

(33,560)

                 -

      -

Jupiter NFI S.A.
-

44,219

(10,155)

34,064


46,118

   -

(12,054)

34,064

17.
Goodwill (cont.)
On 31 March 2000 the merger of 3 NFI S.A. and XI NFI S.A. was registered by commercial court. The merger was effected through the issue of series B shares of 3 NFI S.A. to the shareholders of XI NFI S.A. The combined company was named Jupiter NFI S.A. The combination was carried out in accordance with merger accounting principles. 

18.
Tangible fixed assets

Land and  buildings

Equipment and machinery

Vehicles

Capital work in progress

Other fixed assets

Total


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Gross value:












Balance as at 
31 December 1999
1,157,347

650,348

77,052

197,750

731,447

2,813,944

Increases
220,438

139,384

54,376

291,050

136,013

841,261

Decreases
(238,132)

(52,773)

(84,514)

(284,962)

(111,979)

(772,360)

Balance as at 

31 December 2000
1,139,653

736,959

46,914

203,838

755,481

2,882,845














Accumulated depreciation:












Balance as at 

31 December 1999
173,751

315,073

40,764

2,723

387,117

919,428

Depreciation for the period
40,786

110,590

10,127

-

83,826

245,329

Other increases
24,656

14,379

26,025

-

12,252

77,312

Decreases
(28,186)

(21,856)

(51,126)

(2,723)

(60,415)

(164,306)

Balance as at 

31 December 2000
211,007

418,186

25,790

-

422,780

1,077,763














Net book value:

























Balance as at 
31 December 1999
983,596

335,275

36,288

195,027

344,330

1,894,516

Balance as at 

31 December 2000
928,646

318,773

21,124

203,838

332,701

1,805,082

As at 31 December 2000 net leasehold improvements amounted to PLN 140,132 thousand (gross value - PLN 186,943 thousand, accumulated depreciation - PLN 46,811 thousand).
19.
Accrued interest receivable and other assets





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000






Assets acquired for sale
44,929

44,945

Corporate income tax receivable
50,300

45,153

Accrued interest
187,639

144,308

Prepaid costs
17,036

13,014

Cheques in the course of collection
11,625

13,199

Interbank clearing accounts
5,479

12,781

Other assets (a)
577,100

782,379

Total gross value
894,108

1,055,779

Provision (b)
(89,744)

(80,202)

Total net value
804,364

975,577

(a) Other assets comprise operating lease receivables of PLN 51,588 thousand, prepayments of PLN 55,549 thousand, trading receivables of PLN 93,968 thousand, receivables relating to clearance of payment cards of PLN 35,702 thousand, swap transaction differences of PLN 36,144 thousand and disputes receivables of PLN 59,853 thousand.






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

(b)
Specific provision – changes during the period:
Balance at the beginning of the period
80,202

35,406

Increases:




-
opening balances of companies consolidated for the first time
-

11,386

-
provisions created
71,135

44,178

-
transfer from other balance sheet items
3,432

3,413

-
other
-

133

Decreases:




-
provisions released
(13,409)

(6,178)

-
provisions utilised
(8,923)

(5,796)

-
transfer to other balance sheet items
(42,624)

(2,340)

-
other 
(69)

-

Balance at the end of the period
(89,744)

80,202

20.
Due to banks and other financial institutions





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Current
255,363

226,375

Term (a)
7,076,098

6,057,890

Reverse repo transactions
62,951

92,000

Other liabilities
113,145

10,106

Total
7,507,557

6,386,371

(a) The balance includes an amount of PLN 4,295,390 thousand representing a refinancing loan and capitalised interest thereon. The loan was received from the NBP to finance loans granted for government central investment projects guaranteed by the State Treasury.





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

(b)
Due to banks and other financial institutions – by currency:
PLN
5,108,442

5,289,474

Foreign currency
2,399,115

1,096,897

Total
7,507,557

6,386,371

(c)      Due to banks and other financial institutions – by maturity: 

Within 1 month
2,810,365

1,334,444

Between 1 and 3 months
316,073

448,640

Between 3 months and 1 year
335,569

257,912

Between 1 and 5 years
1,799,513

1,362,682

Over 5 years
2,246,037

2,982,693

Total
7,507,557

6,386,371

The annual interest rate on interbank placements accepted during the 12 months to 31 December 2000 ranged from 8.51% to 18.10% and from 2.70% to 8.00% for PLN and foreign currency denominated placements respectively.
21. Due to customers and the public sector






As at

As at






31.12.00 

31.12.99 






PLN ‘000

PLN ‘000










Current
13,423,837

14,128,894

Term 
35,777,889

30,207,265

Other
145,742

79,939

Total
49,347,468

44,416,098

21.
Due to customers and the public sector (cont.)





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000










Due to customers and the public sector - by type of entity (a), (b)
49,201,726

44,336,159

-
enterprises
5,091,168

5,836,121

-
individual traders
1,407,212

1,509,582

-
retail deposits
39,118,183

34,261,456

-
public sector
3,585,163

2,729,000

Other liabilities
145,742

79,939

Total
49,347,468

44,416,098

The annual interest rate on deposits from customers and the public sector in parent company during the 12 months to 31 December 2000 varied from 8.85% to 13.07% and from 2.34% to 3.95% for PLN and foreign currency denominated current deposits respectively.






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

(a)
Due to customers and the public sector – by currency:






PLN
31,136,405

26,476,223

Foreign currencies
18,065,321

17,859,936

Total
49,201,726

44,336,159

 (b)
Due to customers and the public sector – by maturity:

Within 1 month
27,783,799

25,654,555

Between 1 and 3 months
10,216,023

7,789,555

Between 3 months and 1 year
10,472,632

9,991,190

Between 1 and 5 years
728,262 

899,941

Over 5 years
1,010

918

Total
49,201,726

44,336,159

22.
Accrued interest payable and other liabilities









Accrued interest
810,658

570,260

Interbank clearing accounts (a)
276,026

148,345

Interbranch clearing accounts (b)
355,486

23,723

Accrued costs and deferred income
393,945

196,580

Suspended interest
841,886

773,697

Other (c)
512,200

258,584

Provisions (note 23)
337,529

362,887

Total 
3,527,730

2,334,076

(a) At 31 December 2000 the Interbank clearing accounts balance represented unsettled transactions in the commercial banking clearing system. Transactions are settled within four days from the date of their initiation in a branch. Interbank clearing accounts were settled in the first working days of January 2001.
22.
Accrued interest payable and other liabilities (cont.)
(b) Interbranch clearing accounts represent transactions with clients which at the balance date, due to the lack of a centralised IT system, had not yet been allocated to client accounts. Interbranch clearing accounts were settled in the first working days of January 2001.
(c) The item “Other” comprises, among other, taxation, customs duty and social security payables of PLN 66,314 thousand, liabilities in respect of monetary collateral of PLN 122,962 thousand and liabilities to brokerage offices and depositories of PLN 108,956 thousand.
23.
Provisions





As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Deferred tax provision (a)
125,272

175,131

Provision for off-balance sheet liabilities (b)
55,261

15,785

Provision for disputed amounts
27,165

25,353

Provision for long-service awards and one-off retirement payments (c)
100,166

106,897

Other
29,665

39,721

Total 
337,529

362,887






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

(a)
Deferred tax provision – changes during the period:




Balance at the beginning of the period
175,131

226,103

Changes during the period
(49,859)

(50,972)

Balance at the end of the period
125,272

175,131

(b)
Provision for off-balance sheet liabilities –
changes during the period:




Balance at the beginning of the period
15,785

27,537

Opening balances of companies consolidated for the first time
-

413

Provisions created
96,191

43,157

Provisions released
(53,143)

(45,858)

Other
(3,572)

(9,464)

Balance at the end of the period
55,261

15,785

(c)
Provision for long-service awards and one-off retirement payments
The Group is obliged to make long-service awards and one-off retirement payments. The amounts due to employees are determined by years of employment with the Group and life-time employment history.

In 2000 the Bank created provisions for long-service awards and one-off retirement payments determined on the basis of calculations by an independent actuary. In 2000 the Bank created provision of PLN 19,969 thousand. The level of required provisions will be reviewed at least every 2 years.
23.
Provisions
(c)
Provision for long-service awards and one-off retirement payments (cont.)
There are no contractual or other legal binding agreements with employees regarding regular pension benefits. Pension benefits are paid by the state pension system which requires employees and employers to pay contributions towards future pension benefits. The responsibilities of the Group in this respect are determined on the basis of contributions constituting a specified percentage of an employee’s salary. These amounts are recognised as costs of a given period and paid monthly to the Social Security Office.

24. Share capital






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Balance at the beginning of the period
145,340

145,340

Increase resulting from share issue
20,408

-

Balance at the end of the period
165,748

145,340

The share capital of Bank Polska Kasa Opieki SA. as at 31 December 2000 consisted of 165,748,203 ordinary shares with a nominal value of PLN 1 per share. The share capital is fully paid-up.

As at 31 December 2000, shareholders with over 5% of voting rights were as follows:

UniCredito Italiano S.p.A.
    53.17%

Ministry of State Treasury
      7.99%

European Bank for Reconstruction and Development
      6.63%

At the General Meeting of Shareholders on 29 April 2000, the shareholders of the Bank granted 40 top managers and executive staff (including members of the Management Board) the right to acquire up to 1,670,000 shares under a management option programme. The resolution regarding the granting of such options fixed the exercise price of one option at PLN 0.01 and stipulated that the strike price shall be PLN 55. The management option must be exercised prior to 31 December 2003 after which the options expire. In accordance with the contract, some of the conditions for the options to be realised are that the authorised employees must fulfil specific objectives of the Management by Objective (MBO) programme, and that the Bank must realise budgeted financial results.

As of 31 December 2000 417,500 options had been granted to eligible employees (including 98,863 options granted to members of the Management Board).

In the event of the share issue necessary to realise the options not taking place, eligible persons shall have the right to compensation in the amount equal to the difference between the market value of the shares which they would otherwise have acquired and the same number of shares at PLN 55. Market value is to be established on the date of approval by the AGM of the 2002 financial statements. 

Bank Pekao SA has not accounted for the fair value of the options granted. 

25. Supplementary capital

12 months

12 months

to 31.12.00

to 31.12.99

PLN ‘000

PLN ‘000

Changes in supplementary capital during the period:

Balance at the beginning of the period
506,965

415,275

Appropriation of profit of previous year
4,953

4,631

Allocation of negative goodwill
-

87,059

Increase resulting from share premium
979,593

-

Balance at the end of the period
1,491,511

506,965

26. Other shareholders’ equity






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000






Revaluation reserve (34)
158,250

158,651

Other capital (35)
3,057,840

2,796,235

General banking risk reserve (36)
436,664

256,664


3,652,754

3,211,550

27. Revaluation reserve






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Changes in revaluation reserve during the period:

Balance at the beginning of the period
158,651

92,180

Transfer to other reserve capital
(401)

(96)

Transfer from negative goodwill


66,567

Balance at the end of the period
158,250

158,651

28. Other reserve capital

Changes in other reserve capital during the period:




Balance at the beginning of the period
2,796,235

1,798,921

Allocation of negative goodwill
-

662,064

Appropriation of prior period profit
317,960

333,603

Foreign exchange differences on foreign investments
(18,591)

25,318

Other
(37,764)

(23,671)

Balance at the end of the period
3,057,840

2,796,235

29. General banking risk reserve






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Changes in general banking risk reserve during the period:




Balance at the beginning of the period
256,664

210,320

Appropriation of prior periods profit
180,000

46,344

Balance at the end of the period
436,664

256,664

30. Retained earnings 










Unappropriated profit / uncovered loss of the Group
(41,950)

297,828

Net profit for current period
746,854

163,135

Balance at the end of the period
704,904

460,963

The proposed appropriation of PLN 163,135 thousand of the Bank Pekao SA Group net profit for the 12 months to 31 December 1999 and the unappropriated profit from previous years of PLN 297,828 thousand are presented below:



PLN ‘000

Supplementary capital 


4,953

Other capital


317,960

General banking risk reserve


180,000

Uncovered loss from previous period


(41,950)




460,963

31. Remuneration of the Supervisory Board and Management Board of Bank Pekao SA






12 months

12 months






to 31.12.00

to 31.12.99






PLN ‘000

PLN ‘000

Management Board
6,999

9,202 

Supervisory Board
375

274


7,374

9,476

Remuneration of the Management Board in 1999 includes the remuneration of retiring Management Board members in the IV quarter of 1999. 

32. Loans to members of the Management and Supervisory Boards 
of Group companies, related parties and employees






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Management Boards
36

201

Supervisory Boards
14

180

Related parties – loans and guarantees (a)
943,453 

1.009,763

Employees
29,248 

40,044


972,751

1.050,188

(a) This category represents loans to non-consolidated related parties. 

(b) Loans and guarantees to the Supervisory Boards, Management Boards of the Group companies and related parties were granted on an arm’s length basis.

(c) At 31 December 2000 there were total off balance sheet exposures of PLN 189 thousand relating to unutilised limits on current accounts and credit cards held by members of the Management and Supervisory Boards of the parent company. No member of the Management and Supervisory Boards of the Bank had a loan or guarantee from any of the Bank’s subsidiary or associated companies.

At 31 December 2000 there were no guarantees issued by the bank on behalf of the members of its Management and Supervisory Boards.

33. Purchase and sale of subsidiaries

In 2000, the Group purchased shares in BDK – Consulting Sp. z o.o. This entity is consolidated by Bank Pekao (Ukraina) Ltd. under the acquisition accounting method. The acquisition cost of 99.9% of the shares was PLN 1,936 thousand, including tangible assets contributed in kind of PLN 1,930 thousand. 

In 2000, the Group also sold a part of its shares in Przedsiębiorstwo Zarządzania Nieruchomościami Sp. z o.o. (PZN Sp. z o.o.) for PLN 900 thousand and incurred a loss on this sale of PLN 969 thousand.  In consequence of the above transaction, only the result of PZN Sp. z o.o. obtained till the date of sale was included in the consolidated financial statements. The share of the net loss PZN Sp. z o.o. in the Group’s profit is presented in Note 9.

In 2000 PBG Leasing Sp. z o.o. and Pekao Leasing Sp. z o.o. were combined as Pekao Leasing Sp. z o.o.  The merger represented only an adjustment in organisational structure and no significant changes in consolidated income or assets resulted. 

In connection with the purchase of 49% of Pekao/Alliance PTE S.A. for PLN 22,514 thousand from Alliance Capital Management Corporation of Delaware, in the year ended 31 December 2000 the company was fully consolidated (previously equity-accounted). At present, the Group holds 100% of shares in the company and votes at the General Shareholders Meeting of Pekao/Alliance PTE S.A.  Consolidating the company by means of the acquisition accounting method resulted in the inclusion in the Group’s result a loss of PLN 4,915 thousand net of  PLN 1,415 thousand relating to minority interests.

34. Contingent liabilities
Investment relief

The Group received investment relief and additional investment premiums in the period from 1996 to 31 December 2000 in the total amount of PLN 360,016 thousand. In the current year, as a consequence of the sale of some assets covered by investment relief in previous years, the Group lost the right to use the investment relief and premium in the part related to the disposed assets. As a result, the amount of investment relief and premium decreased on this account by PLN 5,357 thousand.

The availability of investment relief is conditional on compliance with all applicable tax regulations. In the case of non-compliance with tax regulations there is a risk of losing the right to investment relief already utilised. In the event of a confirmed breach of taxation regulations the Group company or companies concerned would be required to pay back taxes and penalties within 14 days of notice of a breach being received. If this were not done the Group would be required to repay the investment relief utilised and penalty interest thereon. 

Collateralised assets 

Bonds relating to a 5-year government loan with a nominal value of PLN 100,000 thousand have been given as collateral for the Guaranteed Deposit Protection Fund.
A loan obtained from the Bank Guarantee Fund was secured with bonds relating to a 5-year government loan with the nominal value of PLN 25,000 thousand. The loan was obtained to assist with the restructuring costs of acquired co-operative banks.

Treasury bills with a nominal value of 4,000 thousand have been secured in relation to obligatory reserve relief obtained on the acquisition of Spółdzielczy Bank Ludowy. 

US government bonds with the nominal value of PLN 62,148 thousand as at 31 December 2000 were given as collateral for liabilities in relation to reverse repo transactions.

35. Contingent liabilities extended






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Guarantees, accepted bills of exchange, cheques and letters of credit
1,069,675

794,392

Other
197,310

255,748


1,266,985

1,050,140

Guarantees and guaranteed letters of credit constituting irrevocable commitments to make payment in the event of a customer being unable to meet its responsibilities towards third parties, bear the same credit risk as loans. Documentary and trade letters of credit, which constitute written commitments undertaken by the Group on behalf of a customer, authorise a given third party to draw funds up to the agreed amount, in the event of specific conditions having been met, are secured on underlying deliveries of goods to which they relate. Therefore, they bear a substantially smaller risk. In general, the Group does not anticipate that any third party will draw funds on the basis of the above-mentioned agreements.

36.  Liabilities arising from purchase/sale transactions






As at

As at






31.12.00

31.12.99






PLN’000

PLN’000






Spot exchange transactions
262,253

459,134

Derivative instruments, including:
4,012,700

797,587

Currency forwards
436,050

20,158

Currency swaps
3,091,616

376,208

Interest rate swaps
408,080

318,725

Currency futures
7,613

23,373

Securities futures
62,934

58,279

Stock exchange index futures
6,407

844

Transactions in securities
360,349

232,182







4,635,302

1,488,903


As at 31.12.00

As at 
31.12.00

As at 31.12.00


PLN’000

PLN’000

PLN’000


Nominal value

Fair value

Fair value











Assets

Liabilities 








Spot exchange transactions
262,253

729

(1,015)

Derivative instruments, including:
4,012,700

80,908

(140,830)

Currency forwards
436,050

22,931

(1,948)

Currency swaps
3,091,616

57,439

(107,346)

Interest rate swaps
408,080

-

(31,534)

Currency futures
7,613

112

-

Securities futures
62,934

-

(1)

Stock exchange index futures
6,407

426

-


4,274,953

81,637

(141,844)

The above table presents a list of contractual or nominal amounts and fair values of derivatives and spot exchange transactions as at the balance date.  The fair values were determined on the basis of market prices or dealers’ offers wherever such data is available.  In other cases, fair values are estimated on the basis of price models, stock exchange prices of similar instruments or discounted cash flows.

Marketable derivatives are stated at the market value. Derivatives used for asset and liability management are stated in the balance sheet on an accruals basis. The fair value of those instruments is presented solely for the purpose of illustration and does not present the amount of potential gains or losses on transactions in these instruments.

Derivatives relating to currency exchange rates and interest rates enable the Group and its clients to transfer, modify or limit the currency risk and the interest rate risk.

36.
Liabilities arising from purchase/sale transactions (cont.)
Derivative currency exchange transactions represent obligations to purchase or sell foreign and domestic currencies. Spot exchange transactions represent agreements to purchase/sell currencies at a pre-determined rate, as at the spot currency date (clearing takes place two business days after concluding a given transaction).  Forward exchange transactions are based on forward rates, and the maturities of no forwards existing as at the balance sheet date exceeds 12 months.

Swaps relating to currency exchange rates and interest rates constitute obligations to exchange one cash flow for another.  Swaps lead to an exchange of currencies, interest rates (e.g. a fixed interest rate for a floating one), basic interest rates or combinations of all of those categories, which is favourable to both counterparties.  Currency swaps combine an exchange of specific currencies as at a spot date and reverse transactions as at a forward date, with the appropriate exchange rates determined in advance, at the time of conclusion of the contract.

With the exception of currency swaps, there is no actual movement of cash. The Group has a credit risk if the other parties to a swap contract fail to fulfil their obligations. In order to monitor the credit risk level, the Group evaluates the other parties to swap contracts using the same methods as those used for taking loan-related decisions. Maturities of currency swap contracts do not exceed 12 months.  Maturities of interest rate swaps do not exceed 5 years.  Maturities of asset swap instruments stated at the nominal value of PLN 14,518 thousand do not exceed 12 months, whereas contracts with a nominal value of PLN 363,562 thousand mature within 1 to 10 years.

Stock exchange index futures relate to contracts based on the Warsaw Stock Exchange index, WIG 20.  Currency futures relate to standard contracts to purchase/sell US dollars and Euros at a specific moment in the future, at a pre-determined rate.  The risk posed by futures involves an accurate prediction of the exchange rates of the US dollar and Euro and the value of the WIG-20 index.  The Bank’s futures are listed on the Warsaw Stock Exchange. The maturities of no futures exceed 12 months.
Securities futures relate to standardised futures contracts involving USA, French and Polish securities designed to hedge securities portfolios against interest rate risk. The maturities of no contract exceed 12 months.

As noted above, nominal values of some types of financial instruments constitute the basis for comparison with instruments shown in the balance sheet, but do not necessarily indicate the amounts of future cash flows or the fair value of those instruments, and therefore do not represent the credit or market risk exposure of the Group. Derivatives bring about benefits (become assets) or losses (liabilities) as a result of market interest rate or exchange rate fluctuations compared with the terms of the contracts.

The total contracted or nominal amount of derivatives possessed, the degree to which they are profitable or bring about losses and therefore the total fair value of the derivative assets and liabilities may fluctuate materially.

The majority of Group currency and interest rate swap transactions relates to transactions with other financial institutions.

37. Credit risk in respect of irrevocable lending commitments






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

To subsidiary companies
24,888

61,805

To associated companies
38,236

13,832

Other
8,411,588

5,300,207


8,474,712

5,375,844

Lending commitments constitute partly unused rights to credit facilities and loans. As far as the credit risk regarding the lending commitments is concerned, the Group has the risk of a loss up to the amount of unused commitments. The probable amount of loss, although difficult to estimate, is however considerably lower than the total amount of lending commitments, because the majority of commitments relate to customers who are servicing existing loans in accordance with the original loan terms. Although there is a certain risk relating to the remaining part of the credit commitments, this risk is considered as moderate, because it is related to the possibility of a customer using the outstanding credit limits and then failing to repay the drawn funds within the fixed time-limits.

38. Contingent liabilities received






As at

As at






31.12.00

31.12.99






PLN ‘000

PLN ‘000

Guarantees, accepted bills of exchange 
5,560,091

5,868,043

Other
3,730

6,776


5,563,821

5,874,819

39. Capital commitments


Plan
for year
2001

Expenditure
in year
2000


PLN ‘000

PLN ‘000






Buildings and equipment
94,705

68,186

Computer hardware and software
677,306

88,123

Other
78,234

38,442


850,245

194,751

Out of capital commitments planned for year 2000, there were binding contracts for PLN 179,311 thousand signed as at 31 December 2000.

40. Business line segmentation 

The table includes figures after the elimination of intra-Group transactions and consolidation adjustments.

Period ended 31.12.2000
Banking activity



Brokerage activity  

Leasing Activity

Other 



Total 




PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Operating income
3,979,567

206,953

107,795

51,833

4,346,148

Operating costs, including:
(2,327,888)

(172,798)

(61,158)

(70,383)

(2,632,217)

- depreciation
(212,986)

(15,061)

(12,473)

(4,809)

(245,329)

Profit/(loss) before tax
1,094,777

26,751

19,038

(19,538)

(1,121,028)

Taxation
(351,786)

(22,546)

5,843

(7,100)

(375,589)

Minority interest
-

-

-

1,415

1,415

Profit/(loss) after tax
742,991

4,205

24,881

(25,223)

746,854












Assets
65,304,082

366,074

831,700

456,240

66,958,096












Liabilities
65,539,157

644,912

309,679

464,348

66,958,096

Period ended 31.12.1999
Banking activity

Brokerage activity  

Leasing Activity

Other

Total


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Operating income
3,086,600

204,146

36,423

39,462

3,366,631

Operating costs, including:
(2,157,372)

(153,098)

(53,430)

(57,650)

(2,421,550)

- depreciation
(199,984)

(15,779)

(8,853)

(4,634)

(229,250)

Profit/(loss) before tax
335,993

76,010

(5,453)

(88,696)

317,854

Taxation
(117,843)

(26,003)

(8,303)

(2,570)

(154,719)

Minority interest
-

-

-

-

-

Profit/(loss) after tax
218,150

50,007

(13,756)

(91,266)

163,135












Assets
56,550,689

286,394

457,063

218,556

57,512,702












Liabilities
56,647,103

614,885

107,619

143,095

57,512,702

41. Concentration of assets

(a)
Concentration by individual borrower
The value of credit exposure comprises: capital, overdue interest, commercial papers, and off-balance sheet items as at 31 December 2000.

The value of credit exposure to the 10 largest customers and their share in the combined credit portfolio of the Group banks:
No.
Portfolio exposure
Industry
Exposure


 %

PLN ‘000

1
     10.88
Generation and distribution of electricity
4,906,411

2
1.73
Pension fund
780,000

3
1.15
Financial intermediation
517,706

4
1.13
Generation and distribution of electricity
508,602

5
1.08
Generation and distribution of electricity
486,284

6
0.87
Production of insulated cables
394,460

7
0.81
Telecommunications
364,187

8
0.81
Shipbuilding
365,533

9
0.70
Shipbuilding
315,820

10
0.62
Oil and gas extraction
280,000

Total
19.78

8,919,003

(b)
Concentration by  groups of related companies
The value of credit exposure granted to the 5 largest groups of related companies and their share in the combined credit portfolio of the Group banks was:
No.
Portfolio exposure
Industry
Exposure


 %

PLN ‘000

1
10.88
Generation and distribution of electricity
4,906,861

2
1.73
Pension fund
780,000

3
1.21
Telecommunications
545,015

4
1.17
Oil and gas extraction
527,762

5
1.15
Financial intermediaries
517,706

Total
16.14

7,277,344

41.
Concentration of assets (cont.)
(c)
Concentration of credit exposure to particular industry sectors
Sector
Share of loan portfolio

 %

Utilities (electricity, gas and water)
18.87

Wholesale and retail trade, repair of motor vehicles and motorbikes, articles for personal use and household goods
15.67

Construction and property management
7.61

Transport, storage and communication
6.89

Financial intermediation
6.63

Production of food, beverages and tobacco products
6.21

Public administration and national defence, guaranteed social care
6.18

Other manufacturing and waste management
5.43

Production of transport equipment
4.32

Production of metals and processed metal products
2.94

Rental and other business services, IT services and education 
2.62

Production of electrical and optical equipment
2.47

Production of chemicals 
2.23

Production of machines and equipment, not classified elsewhere 
2.13

Mining
1.98

Agriculture, hunting, forestry, fisheries
1.43

Production of gum and plastic articles
1.41

Production of chemical paper and paper products; publishing and printing
1.20

Textile industry
1.17

Other 
2.61

Total
100.00

42. Concentration of receivables from the Polish and other governments 
and the National Bank of Poland

As at

As at

31.12.00

31.12.99

PLN ‘000

PLN ‘000

Balances with, and securities issued by the National Bank of Poland
7,343,765

3,364,243

Debt securities issued by the Polish government
11,782,369

14,856,314

Municipal debt securities 
368,267

174,481

Amounts due from the State Treasury and municipal authorities
701,437

1,438,211

Amounts due from foreign governments and debt securities 
issued by foreign governments 
431,531

693,196


20,627,369

20,321,445

The above assets represent 30.81% (1999: 35.69%) of the total assets of the Group as at the balance date.

43. Assets and liabilities – maturity analysis


The principal assets and liabilities of the Group analysed by their maturity at 31 December 2000 were as follows:

Within 1 month

Between 1 to 3 months

Total within 3 months

Between 3 months to 1 year

Between 1 to 5 years

Over 5 years

Irregular assets

Total


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Assets:
















Cash and balances with Central Banks
3,678,509

-

3,678,509

-

-

-

-

3,678,509

Due from banks and other financial institutions 
6,420,968

1,001,004

7,421,972

844,359

623,517

72,994

133,793

9,096,635

Due from customers and the public sector
6,672,199

2,014,377

8,686,576

5,523,604

8,360,182

5,595,046

4,783,127

32,948,535

Debt securities
9,587,860

452,496

10,040,356

1,962,642

4,282,351

3,961,856

37,389

20,284,594

Other securities
242,242

9,406

251,648

2,902

9,737

16,151

10,052

290,490


26,601,778    

3,477,283   

30,079,061    

8,333,507    

13,275,787    

9,646,047    

4,964,361    

66,298,763


















Liabilities:
















Due to banks and other financial institutions (including repo transactions)
2,810,365

316,073

3,126,438

335,569

1,799,513

2,246,037

-

7,507,557

Due to customers and the public sector
27,929,541

10,216,023

38,145,564

10,472,632

728,262

1,010

-

49,347,468


30,739,906    

10,532,096    

41,272,002    

10,808,201    

2,527,775    

2,247,047    

-      

56,855,025    


















Net liquidity gap
(4,150,128)    

(7,054,813)    

(11,204,941)  

(2,474,694)    

10,748,012    

 7,399,000    





Liquidity ratio
0.87 (liquidity ratio I)
0.73(liquidity ratio II)




43.
Assets and liabilities – maturity analysis (cont.)


The principal assets and liabilities of the Group analysed by their maturity at 31 December 1999 were as follows:



Within 1 month

Between 1 to 3 months

Total within 3 months

Between 
3 months to 1 year

Between 
1 to 5 years

Over 5 years

Irregular assets

Total


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Assets:
















Cash and balances with Central Banks
2,070,880

-

2,070,880

-

-

-

-

2,070,880

Due from banks and other financial institutions 
3,693,708

132,399

3,826,107

377,775

462,979

23,383

175,265

4,865,509

Due from customers and the public sector
5,578,918

1,659,655

7,238,573

4,664,889

7,011,855

5,465,879

3,751,204

28,132,400

Debt securities
7,539,131

      650,738   

8,189,869

1,706,336

5,344,905

5 433 281

89 481

20 763 872

Other securities
171,824

-

171,824

97,490

17,925

27,703

9,136

324,078


19,054,461

2,442,792

21,497,253

6,846,490

12,837,664

10,950,246

4,025,086

56,156,739


















Liabilities:
















Due to banks and other financial institutions (including repo transactions)
1,334,444

448,640

1,783,084

257,912

1,362,682

2,982,693

-

6,386,371

Due to customers and the public sector
25,734,494

7,789,555

33,524,049

9,991,190

899,941

918

-

44,416,098


27,068,938

8,238,195

35,307,133

10,249,102

2,262,623

2,983,611

-

50,802,469

Net liquidity gap
(8,014,477)

(5,795,403)

(13,809,880)

(3,402,612)

10,575,041

7,966,635





Liquidity ratio
0.70 (liquidity ratio I)

0.61(liquidity ratio II)






















44.
Interest rate risk
The Group is exposed to various risks associated with the effects of fluctuations of market interest rates on its financial position. The following tables summarise the Group’s exposure to interest rate risks. Included in the table are the Group’s assets and liabilities at carrying amounts, categorised by the maturity dates.

Controllable short-term interest rate risk is managed by the Group through the incorporation of clauses in deposit and lending agreements which enables interest rates to be adjusted in accordance with market rates and the decision of the Management Board of Bank Pekao SA. 

The Management Board of Bank Pekao SA monitors market interest rate trends with a view to reacting quickly to structural interest rate changes.

The matching of the level and maturity of assets, liabilities and off-balance sheet items, which are sensitive to interest rate fluctuations is closely monitored by the ALCO Committee of Bank Pekao SA.

45.
Assets and liabilities – interest sensitivity gap
The principal assets and liabilities of the Group analysed by their interest sensitivity at 31 December 2000 are as follows:



Within 1 month

Between 1 to 3 months

Between 3 months to 1 year

Between 1 to 5 years

Over 5 years

Non interest bearing

Total


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Assets:














Cash and balances with Central Banks
-

-

-

-

-

3,678,509

3,678,509

Due from banks and other financial institutions 
6,710,637

1,498,521

830,601

-

-

-

9,039,759

Due from customers and the public sector
16,729,911

4,365,226

3,101,930

1,686,754

3,251,162

1,616,875

30,751,858

Debt securities 
10,962,606

1,612,679

3,738,807

2,493,077

1,812,695

290,489

20,910,353

Other
-

-

-

-

-

2,577,617

2,577,617


34,403,154

7,476,426

7,671,338

4,179,831

5,063,857

8,163,490

66,958,096
















Liabilities:














Due to banks and other financial institutions
2,810,365

316,073

335,569

1,799,513

2,246,037

-

7,507,557

Due to customers and the public sector
39,533,474

3,201,669

6,165,890

446,435

-

-

49,347,468

Other
-

-

-

-

-

10,103,071

10,103,071


42,343,839

3,517,742

6,501,459

2,245,948

2,246,037

10,103,071

66,958,096
















Interest sensitivity gap 
(7,940,685)

3,958,684

1,169,879

1,933,883

2,817,820

(1,939,581)

-

The interest rate gap has a negative value as there are more liabilities within 1 year than assets that are being repriced. This shows a potential risk for the interest result of the Bank in case of an increase in market interest rates.

The Bank’s exposure to interest rate risk in 2000 remained within the limits set by the Bank.

Taking into account the current prognoses regarding the level of interest rates (decreased rates for PLN and USD, stabilisation for EUR, GBP and CHF), in the opinion of the Management Board the current profile of the Bank’s risk does not constitute a significant threat to the Bank’s financial position.

45.
Assets and liabilities – interest sensitivity gap (cont.)
The assets and liabilities of the Group analysed by their interest sensitivity at 31 December 1999 were as follows:


Within 1 month

Between 1 to 3 months

Between 3 months to 1 year

Between 1 to 5 years

Over 5 years

Non interest bearing

Total


PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

PLN ‘000

Assets:














Cash and balances with Central Banks
898,085

-

-

-

-

1,172,795

2,070,880

Due from banks and other financial institutions 
4,032,792

394,639

324,580

8,563

-

-

4,760,574

Due from customers and the public sector
13,276,701

3,887,356

2,306,484

1,626,415

3,683,412

1,684,610

26,464,978

Debt securities 
8,930,756

2,708,851

4,822,414

2,351,012

1,175,450

1,393,699

21,382,182

Other
-

-

-

-

-

2,834,088

2,834,088


27,138,334

6,990,846

7,453,478

3,985,990

4,858,862

7,085,192

57,512,702
















Liabilities:














Due to banks and other financial institutions
1,710,795

167,913

273,965

1,659,994

2,573,704

-

6,386,371

Due to customers and the public sector
33,214,242

3,654,615

6,101,699

219,047

226,495

-

43,416,098

Other
-

-

-

-

-

7,710,233

7,710,233


34,925,037

3,822,528

6,375,664

1,879,041

2,800,199

7,710,233

57,512,702
















Interest sensitivity gap
(7,786,703)

3,168,318

1,077,814

2,106,949

2,058,663

(625,041)

-

46.
Foreign currency risk

Concentration of selected balance sheet positions:

The Group has the following significant foreign currency items:


USD

DEM

PLN

Other

Total

As at 31 December 2000





















Assets:










Cash and balances with the Central Bank
164,286

173,892

2,821,251

225,736

3,385,165

Treasury and NBP bills
-

-

4,890,790

-

4,890,790

Amounts due from banks and other financial institutions *
5,497,029

278,085

2,483,408

1,121,529

9,380,051

Dealing securities
-

-

956,034

-

956,034

Due from customers and the public sector**
3,463,477

2,436,881

22,699,075

2,293,116

30,892,549

Investment securities
5,889,441

201,537

8,527,952

152,712

14,771,642

Investments in associates
-

68,493

192,802

30,592

291,887

Goodwill
-

-

(31,829)

-

(31,829)

Tangible fixed assets
5,400

-

1,707,144

92,538

1,805,082

Total 
15,019,633

3,158,888

44,246,627

3,916,223

66,341,371












Liabilities:










Due to banks and other financial institutions ***
1,705,746

34,885

5,047,594

729,726

7,517,951

Due to customers and the public sector ***
14,213,422

3,008,279

31,719,095

1,206,937

50,147,733

Other borrowed funds
-

-

560,424

-

560,424

Total 
15,919,168

3,043,164

37,327,113

1,936,663

58,226,108












Off-balance sheet assets
1,975,943

1,970

1,262,039

549,967

3,789,919

Off-balance sheet liabilities
842,468

311,185

655,255

1,989,542

3,798,450

Net off-balance sheet items
1,133,475

(309,215)

606,784

(1,439,575)

(8,531)

* - current and term receivables including interest not due net of provision

** - receivables including interest not due net of provision

*** - liabilities including interest

46.
Foreign currency risk (cont.)

As at 31 December 1999
USD

DEM

PLN

Other

Total












Assets:










Cash and balances with the Central Bank
222,863

91,004

1,304,136

174,649

1,792,652

Treasury and NBP bills
-

-

3,953,775

-

3,953,775

Due from banks other financial institutions *
1,919,060

179,306

1,633,874

1,322,118

5,054,358

Dealing securities
79,588

-

971,980

2,144

1,053,712

Due from customers and the public sector**
3,946,818

2,234,025

19,457,883

955,003

26,593,729

Investment securities
8,506,627

124,484

7,290,026

105,493

16,026,630

Investment in associates
-

73,721

241,253

33,091

348,065

Goodwill
-

-

(36,005)

-

(36,005)

Tangible fixed assets
4,894

-

1,796,428

93,194

1,894,516


14,679,850

2,702,540

36,613,350

2,685,692

56,681,432












Liabilities:










Due to banks and other financial institutions ***
964,121

20,260

5,309,226

100,844

6,394,451

Due to customers and the public sector ***
13,945,686

3,044,154

26,819,734

1,168,704

44,978,278

Liabilities arising from securities
-

-

51,339

-

51,339


14,909,807

3,064,414

32,180,299

1,269,548

51,424,068












Off-balance sheet assets
550,923

2,340

214,371

105,866

873,500

Off-balance sheet liabilities
236,935

260

212,927

409,901

860,023

Net off-balance sheet position
313,988

2,080

1,444

(304,035)

13,477

* - current and term receivables including interest not due, net of provision

** - receivables including interest not due, net of provision

*** - liabilities including interest

47.
Geographical distribution of assets and liabilities
As at

As at

31.12.00

31.12.99

PLN ‘000

PLN ‘000

Assets:




Poland
55,387,042

49,437,293

Other countries
11,571,054

8,075,409


66,958,096

57,512,702

Liabilities:




Poland
59,320,435

51,277,542

Other countries
1,622,744

1,910,342


60,943,179

53,187,884

Other countries comprise mainly France, the USA and Israel.

The amount of income arising in countries other than Poland is not significant in relation to total income.

48.
Capital adequacy ratio
As at 31 December 2000 the capital adequacy ratio of the Group calculated according to guidelines issued by the Bank for International Settlements (BIS) was 16.11% (1999: 13.82%). In calculation of the ratio the Group does not apply alternative methods such as Value at Risk methodology.
50.
Foreign exchange rates
The following exchange rates were applied at 31 December 2000:
- USD
414.32
 PLN per 100 dollars

- Pounds Sterling 
619.03
 PLN per 100 pounds

- German Mark
197.07
 PLN per 100 marks

- EURO
385.44
 PLN per 100 EURO

51.
Hyperinflation

International Accounting Standard IAS 29 (Financial Reporting in Hyperinflationary Economies) requires the adjustment of historic cost financial statements to recognise the effects of hyperinflation. The consumer price index as at 31 December 2000 was 10.1% (31 December 1999: 9.8%). In the opinion of the Management Board, the conditions set out in the standard for hyperinflationary economies no longer apply to Poland. These financial statements have not been adjusted for the effects of inflation as this effect would not be material.

52.
Reconciliation of the net result and net assets of the Group stated in accordance with IAS with the net result and net assets of the Group stated in accordance with Polish Accounting Standards (PAS)


As at 

31.12.00

PLN ‘000

12 months

to 31.12.00

PLN ‘000




Equity 

(net assets)

Net result

Share capital
165,748



Supplementary capital
1,491,511



Revaluation reserve
158,250



Other reserve capital
2,662,005



Equity accounting consolidation reserve
(17,192)



General banking risk reserve
436,664



Unappropriated profit from previous years
(41,950)



Net result
794,874

794,874

Total in accordance with PAS
5,609,910

794,874






IAS adjustments:




Foreign exchange differences from structural items
109,273



Interest receivable from government central investment loans recognised in income on an accrual basis in previous periods
(355,746)

(202,568)

Interest payable from government central investment refinancing loans charged to expenses on an accrual basis in previous periods
291,532

165,660

Change in deferred tax provision due to recognition of interest income and expense from government central investment loans
(103,800)

11,063

Employee awards paid as an appropriation of 1999 net profit according to PAS
-

(9,047)

Change in current period profit resulting from a reclassification of operating leases to finance leases
(7,810)

(7,810)

Change in deferred tax opening balance of PBG Leasing Sp. z o.o.
-

(874)

Change in prior period earnings resulting from a reclassification of  operating leases to finance leases
(39,680)

-

Change in share in net assets and net profit of BDK Daewoo Leasing Sp. z o.o.
(1,925)

(4,444)

Change in other reserve capital relating to recognition of interest income and costs from central investment loans and associated refinancing loans on an accrual basis in previous years
513,163

-

Total adjustments
405,007

(48,020)

Total in accordance with IAS
6,014,917

746,854

53.
Post balance date events 
On 15 February 2001, Bank Pekao SA signed a contract to sell 100% of Pekao Ochrona Sp. z o.o. shares. The contract was completed on 30 March 2001.

On 4 January 2001, the Warsaw District Court registered a share capital increase of Pekao Powszechne Towarzystwo Emerytalne S.A. (Pekao PTE S.A.) up to PLN 17,500 thousand.

On 18 January 2001, the Pension Fund Supervision Bureau (UNFE) approved Pekao PTE S.A.’s acquisition of the right to manage the Pension Fund (OFE) ‘Epoka’. The contract regarding the acquisition of the rights to manage OFE Epoka was signed with Powszechne Towarzystwo Emerytalne Epoka S.A. on 14 December 2000.

On 23 February 2001, Pekao PTE S.A. applied to UNFE for approval to take over the management of the Pioneer Pension Fund.


