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DDeeaarr  SShhaarreehhoollddeerrss,,  

In February 1998 the new management took office at PBZ d.d. and made remark-

able progress in a number of key areas. Several major events took place: struc-

tural reorganisation, downsizing, consolidation of business strengths and

potentials, investment in IT and human resources.  It was the first year following

the rehabilitation program, and despite the “cleaning up” of residues from pre-

vious financial years, it has been a profitable one. 

The 119 mil kn net income exceeded projections made at the beginning of the

year.  Operating expenses were reduced from 65.0% in 1997 to 62.3% in 1998.

A further reduction of administration costs was budgeted in 1999. We have

strengthened our business portfolio through diversification with aim of reduc-

ing risk exposure, by placing more emphasis on retail banking and a substantial

increase in non-interest income contribution.  We also exercised very prudent

provisioning against the loans portfolio due to general economic slow-down

which started in the last quarter of 1998. 

It was a year of innovation with the introduction of new products as a result of

increased customer requirement responsiveness and greater awareness of mar-

ket opportunities in the areas of mortgage loans, consumer loans and loans to

small and medium enterprises. We took a more aggressive market approach

consolidating on our competitive advantages and the eagerness of our young

management. Our attention was focused on those activities which we either have

or can acquire, that would give us a leading position in the banking sector in this

geographical region. 

In December 1998, we acquired American Express franchise for Croatia and

other countries of former Yugoslavia. PBZ d.d. set up a separate 100% owned

company for this acquisition. As this is a very profitable business, our intention

is to keep AMEX’s market leading position in Croatia with  some 177 000 card

users and further 13 000 in neighbouring Slovenia. The estimated stake of AMEX

card issued in Croatian credit, charge and delayed debit cards is about 46% with

expansion opportunities as activities in this financial segment increase as part of

an emerging plastic-money culture. 

We sold several investments which did not belong to our core business, netting

an income of 33 mil kn. 

Restructuring has given us a more focused organisation and new corporate cul-

ture with a clear sense of direction and purpose. Our new management has

established a new model of banking business, which distinguishes it from other
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banks in the Croatian marketplace. Our core activities include retail banking,

corporate banking, investment banking, treasury dealings and international

banking. 

Our mission is to become market leader in the universal banking business by

implementing the highest standards in banking culture and services, with an

emphasis on market orientation and product innovation and ever-increasing

shareholder value.  

In addition to the new top management who took office at the start of 1998, a

range of middle management was replaced, and capable, highly qualified and

market oriented managers, with international experience were brought into the

Bank. A greater emphasis was placed on human resources. Some 2 mil kn was

spent on staff training and education, with further 6 mil kn budgeted for 1999.  

At the same time, PBZ has reduced the total number of employees by 224 to the

total of 3,405. The completion of the downsizing is planned in 1999, the year of

preparation for privatisation.

The 1998 was also a year of information technology upgrades and substantial

investment of resources to meet the year 2000 requirements. All front office

operations at our branches were connected on-line, while the back offices are

expected to be fully integrated in the near future.

We have continued working with Bank’ s advisers, Bank of Ireland and Glendale

Consulting Limited, on improving the overall management and information

system as well as improving on how we go about our business by reshaping our

policies and procedures in line with Western counterparts. In 1999 we will con-

tinue working with Bank’s advisers with the intention of completing the

Management Information System and setting up profit centres, accompanied

by transfer pricing for bette          r performance management. In preparation for this

event the 1999 budget was compiled on a “down-up” basis. 

Our ongoing strategy is to keep our customers’ deposits safe and secure; to pro-

vide quality service at a return which will ensure a sustained growth for PBZ and

an acceptable level of profit which would enhance the shareholder value; to cre-

ate a meaningful working environment for our employees and contribute to the

welfare and prosperity of our customers and business partners.



Challenge.
Investment banking segment

of Privredna banka Zagreb’s

operation is expected to remain the

market leadership.

Taking advantage of its position

it will as a domestic specialist

in the forthcoming privatisation

and pensions reform.



Principal Activities

P
BZ d.d. principal activities are retail banking,

corporate banking, investment banking, treasury

dealings and international banking. It has a well

developed network over the whole country which consists

of 15 regional offices and 170 branches and sub-branch-

es. It has 1,3 million customer deposit accounts and 

37 000 customer loan accounts. The deposit market share

of PBZ d.d. is 12% and steadily on the increase, and 14%

of the loan market with substantial room for growth.

Corporate banking division’s activities include corporate

loans, guarantees and similar instruments, agency activi-

ties and corporate and institutional deposit activities. The

corporate division services some 16 400 corporate enti-

ties. As at December 31, 1998, corporate loans exposure

amounted to 12 bln kn, with one third off-balance sheet

and loan provisions amounting to 15%.

Investment banking consists of two segments: investment

management and corporate finance and refinancing oper-

ations. Corporate finance activities were set up in 1998

and encompass three types of activities: mergers and

acquisitions, debt and equity capital markets, and

research and development. In 1998 PBZ corporate finance

launched 400 mil kn commercial bills for PLIVA pharma-

ceutical company which recently named the best CEE

company by Business Central Europe.

Refinancing operations concentrate on bad debt collec-

tion and management of PBZ’s impaired-value debt and

equity portfolio. 

Treasury activities include domestic money market oper-

ations and FX market operations, maintenance of balance

sheet structure, limits and management of daily liquidity

requirements. In addition to this, the Treasury trades

Government T-bills, Croatian National Bank T-bills and
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6



banknotes and short-term derivatives. It operates under

treasury policies and guidelines. The activities of the

Treasury are monitored by the ALCO which is delegated

sub-committee of the Boardresponsible for management

of Bank’s assets and liabilities, as well as for all associated

risks.

International Banking Division provides a range of prod-

ucts and services to domestic and foreign clients. It corre-

sponds with some 800 banks throughout the world and has

access to more than 10 000 of their subsidiaries and

branch sites. The Division is linked to the SWIFT network

through which it has processed some 350 000 transactions

totalling to USD 3 bln in 1998. The Division also manages

over 15 000 foreign currency accounts of domestic clients

and further 1 600 non-resident accounts both in domestic

and foreign currencies.

Major Events and Acquisitions

I
n October 1998 new Banking Law was brought

which will come into effect in 1999. It prescribes

stricter loan risk categorisation, new basis for cal-

culation of capital adequacy, calculation of average

weighted risk assets. Further implications of the new leg-

islation will be an increase in obligatory reserves and a

tendency for the Bank to encourage a shift towards termed

deposits which are not subject to these reserves. Due to

already prudent loan provisioning by PBZ d.d. an increase

in loan provisioning requirements will not have a sub-

stantial impact on the Bank, though tighter loan approval

policies will result. Changes in weighted averages and cal-

culation formulae will result in an increased capital ade-

quacy ratio and decreased weighted average risk assets for

PBZ d.d.
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On December 1, 1998, the Bank  acquired the franchise of

American Express from Atlas d.d. Dubrovnik, through a

newly set-up subsidiary PBZ American Express d.o.o.

Prior to the franchise acquisition PBZ d.d. had a 55%

equity interest in Atlas. Following the acquisition, the

percentage of equity interest remained the same, though

Atlas is undergoing major restructuring.

With the investment in American Express, PBZ gained a

46% Croatian market share in the credit, charge and

delayed debit card business. This is a very profitable ven-

ture which is compatible with Bank’s strategic orientation

towards retail market.

Analysis of Results

C
onsolidated net profit for the Group was 90 mil

kn. Of this, PBZ d.d. made a profit of 119 mil kn,

PBZ American Express d.o.o profit of 271,000

kn, Laguna Banka d.d. profit of 600,000 kn, Riadria Banka

d.d. loss share of 19 mil kn and Krapinsko-Zagorska

Banka d.d. loss of 8 mil kn, PBZ Invest Holding d.o.o. loss

of 4 mil kn. Major factors contributing to losses in Riadria

Banka d.d. and Krapinsko-Zagorska Banka d.d. were

changes in loan provisions which were brought in line

with PBZ d.d. policies.

Total revenue of PBZ d.d. in comparison with 1997

(adjusted for changes in accounting policies) increased by

30.7% Of this, Net Interest Revenue increased by 6.6%

and the Net Non-interest Revenue (excluding exchange

variation on translation) by 26.8%. The Non-interest

Revenue share of total revenue (excluding exchange varia-

tion on translation) amounted to 49.8%, compared with

47.3% in 1997.

The Cost/Income ratio of 62.3% was reduced from 65.0%

in 1997.
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Total assets have increased by 10.3%. Loan portfolio has

increased from 40.3% of total assets to 44.9% of which

almost half of the increase relates to retail loans. Liquid

assets (including T-bills and commercial government

bonds) have increased from 15.7% to 17.1%.  All assets

held for resale have been down-valued to market price.

Average weighted risk assets ratio comes to 13.2% at the

end of 1998 compared with 11.8% in 1997.

All categories of deposits have increased, though the

largest share is attributable to an increase in retail foreign

currency deposits. Increase in total deposits as compared

to 1997 amounts to 17.7%. Refinanced loans have

decreased by 6.2 % as a result of repayments and exchange

variation. The General Reserve has increased by 74.6%

due to more conservative policies of the Bank. 

Return on total weighted average assets increased to

0.72% from 0.15% in 1997 and return on weighted aver-

age shareholders’ equity increased to 7.14% from 1.32%.

Capital adequacy ratio in 1998 comes to 11.98% compared

with 12.14% in 1997.

Profit and Appropriations

O
f the 119 mil kn Bank’s net profit for the year,

69 mil kn will be appropriated to the Statutory

Reserve and 17 mil kn to the Special Reserve in

compliance with the Croatian Company Law and PBZ d.d.

Articles of Association, and 33 mil kn to Retained

Earnings. First dividend pay-out is planned for the year

1999.

Marketing activities

M
arketing activities in 1998 concentrated on

re-establishing the name of PBZ d.d., on the

local market in order to regain customer

9
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confidence. Approximately 60% of total marketing costs

which totalled 17 mil kn, were spent on institutional cam-

paign which included all types of media. The new manage-

ment, strategies and products were introduced to the cus-

tomers and the campaign intensified in the last two

months of 1998. Further 15% of total marketing costs

were spent on advertising in foreign countries for promo-

tional conferences in London and Vienna.

Marketing campaigning and advertising was conducted at

the central level for the total Bank issues and at the branch

level for locally-specific issues.

The Bank resorted to independent market research for

most of information, though in the areas of “confidential-

ity” or Bank-specific issues, approximately 7 mln kn of

total marketing costs was spent. Market research was also

conducted in co-operation with the Bank’s advisers, The

Bank of Ireland which included customer satisfaction sur-

vey, market share research and customer requirement

research. In December 1998, the Bank conducted another

customer satisfaction research in the credit card area in

order to evaluate its position among the competing banks.

All findings of market research were encouraging with

PBZ d.d. re-establishing itself among the leading banks in

the region.

Several other marketing projects were implemented:

opinion box, news bulletin and regular press releases and

press conferences. Communications have improved with

customers as well as those between management and Bank

employees.

In October 1998 the Bank held a numismatic exhibition

which attracted wide publicity. Concurrently, a campaign

was held promoting the acquisition of American Express,

and the joint PBZ-AMEX logo was lounched.

10
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Donations and other Charitable Contributions

T
he Bank participated in social activities through

donations and charitable contributions. Some

5.7 mil kn was granted to various institutions of

which 45% was donated to humanitarian organisations,

18% to religious institutions, 31% to schools and 6% to

sporting organisations.

Employment Policies

T
he Bank offers equal opportunity employment.

It complies with the health and safety regula-

tions and is highly environment-conscious. The

Bank seeks to provide a healthy working and social envi-

ronment for its employees and offers subsidised sport and

recreation activities. It also provides assistance to

employees and their families in need. PBZ recognises the

need for trained, creative and adaptable work force at all

levels and substantial resources are directed into continu-

ous training and education. 

Employee Involvement

R
egular consultations with employees, either

direct or through their representatives and

unions, on matters concerning major events,

reorganisation, downsizing, worker benefit negotiations

and other matters which may affect the working environ-

ment and conditions. Comprehensive internal communi-

cations incorporate meetings, conferences, board

announcements and pamphlet publications.

On the issue of downsizing, the employees were offered

voluntary retrenchment packages which were prepared in

co-operation with the unions, Ministry for Labour and

Social Security and the Institute for Unemployment. To

December 31, Bank paid out 23 mil kn in retrenchments

for 224 employees.
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Opportunity.
Throughout all stages of its

development, Privredna banka

Zagreb has been the prime mover

of major investment

programmes in Croatia’s

strategic industries (tourism,

agriculture, ship-building)

as well as in infrastructure

development projects

(electrification, road

construction, industrialisation).



The Customers

C
orporate lending policy is directed towards

improving the quality and profitability of the

loan-portfolio with a strong emphasis on diver-

sification, the reduction of exposure to large corporations,

and the undertaking of new credits only with “A” rated

corporations  or guild etched guarantees. 

The Customer profile can be segmented into “new” and

“old”. In the category “new”, the Bank focuses on three

client characteristics: 1. Attractive domestic and foreign

currency depositors with no loan requirements; 2.

Customers with sound deposit base and loan require-

ments that meet the “A”category criteria; 3. Blue chip cor-

porations with proven good credit record, sound business

practice and growth prospects, with good collateral and

guarantees. 

The Bank has thoroughly reviewed the category “old”(the

inherited) customers. It obtained Government guarantees

for the tourism sector corporations, who amount to 4.5%

of the total corporate loan portfolio. With the more risky

clients it has done swap deals, cashed in the collateral or

refinanced those loans for corporations who were

assessed as being able to meet future obligations. Upon

the expiration of inherited loans, for the corporations in

high risk categories, the Bank has discontinued loan

issuance. The non-risk or low risk corporations who meet

the lending policy requirements the Bank treats the same

way as the new customers. 

Corporate Governance

F
ull registered name of the Bank is: PRIVREDNA

BANKA ZAGREB - DIONI»KO DRU©TVO

(abbreviated PBZ d.d., in English PBZ, P.L.C.).

The Bank is a going concern and operates in accordance
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with the Croatian Company Law and Bank Law and all

related statutory regulations.

The Bank is a stand-alone entity, which acts independent

of its shareholders in running the business. It answers to

the Supervisory Board which meets regularly on a month-

ly basis. 

The Board approves the strategic aims of the Bank. It

supervises and monitors the management of the business

through regular reporting and various committees,

assures that the Bank is a going concern, reports to the

shareholders on their stewardship through the Annual

Report and Accounts at the Annual General Meeting and

appoints Bank’s auditors. The Board appoints the senior

officers of the Bank, approves amendments to the capital

structure, annual and long-term budgets, marketing

plans, strategic investments outside the normal trading

activity and acquisition of fixed assets in excess of 10% of

the net worth of the Bank. It also approves the opening and

closing of a branch.

Share Capital

A
s at December 31, 1998. Privredna banka

Zagreb d.d. has a registered nominal and paid

up capital of 1.666 bln kn consisting of

16,666,000 ordinary “A” category shares. The Bank has

5,603 shareholders. The Agency for Reconstruction and

Development of Banks is a majority shareholder with

91.3% ownership.
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The Future

I
n furtherance of its rehabilitation, PBZ has imple-

mented the key strategies set out in its Strategic

Plan immediately following the appointment of the

new Chief Executive and Management Board in early

1998. The strategy of the new management is for the Bank

to grow at a pace commensurate with sound principles of

risk management and the availability of resources suffi-

cient to ensure that the products and services provided by

the Bank are of an increasingly high quality. In line with

the management’s vision of making PBZ a leading bank in

this geographical region, PBZ is gaining recognition as the

value driven bank.

It is now a key strategy of the Bank to prepare itself for pri-

vatisation and to seek a rating from an international rating

agency. A comprehensive review of the branches and of

the assimilation of the “daughter banks” into the branch

network is also currently under way. This is expected to

result in rationalisation of  network, increased profitabil-

ity, improved organisation and reporting structures, and

in significant reduction in the number of branch person-

nel within the first half of 1999.

A start has been made in developing corporate finance

business and in promoting the Bank’s skills in the field of

investment management. The promulgation of new pen-

sion legislation opens the possibility of pension fund

management, a field in which the Bank intends to become

a market leader. All this will help the Bank towards achiev-

ing its strategic objective of a 50:50 ratio between non-

interest and net interest income. 
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Boæo  Prka

President & CEO

Franjo  FilipoviÊ

Corporate Banking Group

Zvonko  AgiËiÊ 

Retail Banking Group
Ivan  Gerovac 

Chief Financial officer
Finance Control Group

Ivan  Krolo

Refinancing & Investment
Banking Group

Nediljko  MatiÊ 

Group Support
Davor  Holjevac

Authorised Member

Supervisory Board
Mladen ©unjiÊ, President

Slavko Durmiπ, Vice President

Ivan VrljiÊ,  Board Member

Hrvoje RadovaniÊ,  Board Member

Neven Mimica, Board Member

As of January 1, 1999, in compliance with new legislation by which Government officials are restricted from

taking positions on supervisory boards, Ivan VrljiÊ, Hrvoje RadovaniÊ and Neven Mimica have resigned from

the Board and Nada MamiÊ, Suzi MatiÊ -KovaËeviÊ and Ivan MijatoviÊ have been elected as new members.

Management Board

Review of operations PBZ d.d.
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Office of the Management Board
Vesna ©imunkoviÊ, Chief of Staff

Dr Æeljko Rohatinski, Chief Economist

Zrinka Gligora, Board Secretary

Andrea Tomas, ALCO Secretary

Refinancing Operations
Draæen VrbetiÊ,  Loans & Investment Division

Martin O. Hutchinson, Corporate Finance Division

Josip Protega, Investment Management Division

Corporate Banking Group
Hrvoje MatezoviÊ, Corporate Banking Division

Jadranka Primorac, International Banking Division

Draæenko PavliniÊ, Treasury Division

Retail Banking Group
Zoran KopiÊ, Branch Operations Division

Igor Fiπer, SMEs  Lending Division

Tomislav LazariÊ, Banking Products Division

Vedran Kukavica, Marketing Division

Financial Control Group
Ivan JarËeviÊ, Accounting Division

Frances BarbiÊ,  Financial Control Division

Ivanka PetroviÊ, Credit Control Division

Ana Vrdoljak,  Internal Control & Audit Division

Group Support
Stjepan BrËiÊ, Legal Division

Dr Zoran ©imuniÊ,  IT Division

Bojana ∆osiÊ, General Administration Division

Snjeæana SklizoviÊ,  Assitant, Personnel Division

The auditors 

Bank’s Auditors are PricewaterhouseCoopers, Zagreb.

Registered office: Trg J. F. Kennedya 6b, Zagreb, Republic of Croatia.
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Partnership.
Privredna banka Zagreb ranks

first among all banks in Croatia

in terms of equity capital

(over USD 300 million ) as per

statistical figures for 1997.

According to the Croatian

National bank’s statistics,

 the Bank performs over one

third of all financial

transactions in the Croatian

banking system.



W
e have audited the accompanying consolidat-

ed financial statements of Privredna banka

Zagreb d.d. (the Bank) set out on pages 23 to

59. These financial statements are the responsibility of

the Bank’s management. Our responsibility is to express

an opinion on these 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

about whether the financial statements are free of materi-

al 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

financial statement presentation. We believe that our

audit provides a reasonable basis for our opinion.  

In our opinion the consolidated financial statements

present fairly in all material respects the financial posi-

tion of the Bank and the subsidiaries thereof as at 31

December 1998 and of the results of its operations and its

cash flows for the year then ended in accordance with

International Accounting Standards.

PricewaterhouseCoopers d.o.o.

April 19, 1999

Report of the independent auditors to the Shareholders of Privredna banka Zagreb d.d.
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NNootteess 11999988.. 11999977..  

Interest and similar income 4 977 1.001

Interest and similar expense 4 (488) (568)

NNeett  iinntteerreesstt  iinnccoommee 448899 443333

Fee and commission income 5 362 250

Fee and commission expense 5 (68) (41)

NNeett  ffeeee  aanndd  ccoommmmiissssiioonn  iinnccoommee 229944 220099

Net foreign exchange gains/(losses) 6 163 36

Other operating income 7 56 74

OOppeerraattiinngg  iinnccoommee 11..000022 775522

Bad and doubtful debts expense (net) 8 (259) (188)

Other operating expenses 9 (664) (531)

PPrrooffiitt  bbeeffoorree  ttaaxx 7799 3333

Income tax expense 11 - (2)

Net profit after tax 79 31

Minority interest 11 (3)

NNeett  pprrooffiitt  ffoorr  tthhee  yyeeaarr 9900 2288

in millions of HRK

consolidated financial statements for the year ended 31. december 1998

Consolidated income statement

Year ended 31 December

The following notes form an integral part of these consolidated financial

statements.
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As at 31 December

NNootteess 11999988.. 11999977..  

AAsssseettss

Cash and current accounts with other banks 12 252 473

Balances with Croatian National Bank 13 1.242 634

Placements with other banks 14 1.751 1.620

Loans and advances to customers 15 7.841 6.570

Assets held for resale 16 739 870

Accrued interest and other assets 17 476 332

due from the Republic of Croatia 18 1.621 1.601

Bonds of the Republic of Croatia 19 3.196 3.474

Fixed assets investments 20 40 38

Tangible and intangible fixed assets 21 742 639

1177..990000 1166..225511

LLiiaabbiilliittiieess

Deposits from other banks 22 261 222

Demand deposits from other customers 23 3.684 3.604

Savings and time deposits from other depositors 24 5.104 3.887

Refinanced debt 25 4.277 4.561

Other borrowed funds 26 1.809 1.510

Accrued interest payable 27 112 122

Other liabilities 28 321 278

Provisions for contingent liabilities and charges 29 453 258

1166..002211 1144..444422

Shareholders’ equity

Share capital 32 1.666 1.666

Treasury shares (8) (2)

Reserves and retained profits 33 149 33

11..880077 11..669977

Minority interest 31 72 112

TToottaall  lliiaabbiilliittiieess  aanndd  eeqquuiittyy 1177..990000 1166..225511

in millions of HRK

consolidated financial statements for the year ended 31. december 1998

Consolidated Balance Sheet

President  of the Management Board 

Boæo Prka

Member of the Management Board

Ivan Gerovac

These consolidated financial statements set out on pages 23 to 59 were approved by the President of

the Management Board, Boæo Prka, and Member of the Management Board, Ivan Gerovac, on April

19, 1999. 
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11999988.. 11999977..

Operating profit 79 33

Provisions for bad and doubtful debts 259 188

Receipts from sale of tangible fixed assets (3) (10)

Depreciation 51 55

Tax payments (3) (2)

383 264

(Increase) /decrease in operating assets

Balances with Croatian National Bank (608) (119)

Placements with other banks (over 3 months) 101 (86)

Loans and advances to customers (1.277) (1.706)

accrued internet and other assets (71) (81)

Due from the Republic of Croatia (20) 224

Increase / (decrease) in operating liabilities

Deposits from other banks 39 (21)

Due to other depositors 1.297 448

Accrued interest payable and other liabilities 33 (17)

Net cash from operating activities (123) (1.094)

CCaasshh  fflloowwss  ffrroomm  iinnvveessttiinngg  aaccttiivviittiieess

Purchase of tangible fixed assets (154) (31)

Purchase of long-term investments (5) 5

Purchase of assets for resale (2) 151

Bonds of the Republic of Croatia 278 362

Net cash from investing activities 117 487

CCaasshh  fflloowwss  ffrroomm  ffiinnaanncciinngg  aaccttiivviittiieess

Refinanced loans (284) 400

Other borrowed funds 299 530

Adjustment on consolidation 0 (2)

Net cash from financing activities 15 928

Net increase/(decrease) in cash and cash equivalents 9 321

in millions of HRK

Consolidated statement of changes in equity

The following notes form an integral part of these consolidated financial statements.

Year ended 31 December

Consolidated cash flow statement

SShhaarree  ccaappiittaall TTrreeaassuurryy  sshhaarreess RReesseerrvveess RReettaaiinneedd  pprrooffiittss TToottaall

Balance at 1 January 1997 1.666 - 10 - 1.676

(Purchase)/sale of treasury shares - (2) - - (2)

Profit for the year - - - 28 28

Disposal of subsidiary - - (5) - (5)

BBaallaannccee  aatt  3311  DDeecceemmbbeerr    11999977 11..666666 ((22)) 55 2288 11..669977

Valuation of tangible assets - - 4 - 4

transfer to reserve - - 28 (28) -

(Purchase)/sale of treasury shares - (6) 22 - 16

Profit for the year - - - 90 90

BBaallaannccee  aatt  3311  DDeecceemmbbeerr    11999988 11..666666 ((88)) 5599 9900 11..880077

in millions of HRK

ccaasshh  fflloowwss  ffrroomm  ooppeerraattiinngg  aaccttiivviittiieess

consolidated financial statements for the year ended 31. december 1998
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P
rivredna Banka Zagreb d.d. (the Bank) was incor-

porated in 1962 in the Republic of Croatia. The

amounts shown in these consolidated financial

statements are presented in Croatian Kuna (HRK).

O
n 5 December 1996 the government of Croatia

issued a decree ordering the rehabilitation of

the Bank by the State Agency for Deposit

Insurance and Bank Rehabilitation (Rehabilitation

Agency). The decree became effective on 31 July 1996. The

effects of the rehabilitation are described in notes 18, 19

and 32 to the consolidated financial statements.  

T
he principal accounting policies adopted in the

preparation of these consolidated financial state-

ments are set out below:

((aa))  BBaassiiss  ooff  pprreesseennttaattiioonn

The consolidated financial statements are prepared in

accordance with and comply with International

Accounting Standards. The consolidated financial state-

ments are prepared under the historical cost convention

as modified by the revaluation of certain assets and liabil-

ities.

((bb))  CCoonnssoolliiddaattiioonn

Subsidiary undertakings, which are those companies in

which the Bank, directly or indirectly, has an interest of

more than one half of the voting rights or otherwise has

power to exercise control over the operations, have been

fully consolidated. Subsidiaries are consolidated from the

date on which effective control is transferred to the Bank

and are no longer consolidated from the date of disposal.

All intercompany transactions have been eliminated. 

22.. Rehabilitation of the Bank

33. Summary of significant accounting policies

1. General information
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The remaining subsidiaries have not been consolidated on

the grounds that their net assets and results are not mate-

rial in relation to the Group. These are stated in the bal-

ance sheet at cost, less any provision for permanent

diminution in value.

Details of all subsidiaries are provided in Note 20. 

((cc))  FFoorreeiiggnn  ccuurrrreenncciieess

Income and expenditure arising in foreign currencies is

translated to Croatian Kuna at the official rates of

exchange ruling at the transaction date. 

Assets and liabilities denominated in foreign currencies

are translated at the mid market exchange rate ruling on

the last day of the accounting period. 

Gains and losses resulting from foreign currency transla-

tion are included in the profit and loss account for the

year.

((dd))  IInntteerreesstt  aanndd  ssiimmiillaarr  iinnccoommee  aanndd  eexxppeennssee

Interest income and expense are recognised in the income

statement on an accrual basis. Interest income is sus-

pended when loans are overdue by more than 60 days and

is excluded from interest income until received. Interest

income includes accrued discount on bills of exchange

and treasury bills as well as on insurance premiums for

savings deposits made by citizens 

((ee))  FFeeee  aanndd  ccoommmmiissssiioonn  iinnccoommee

Fees and commissions consist mainly of fees received for

foreign currency transactions and loans. Fees arising from

guarantees given, opening letters of credit and managing

funds on behalf of legal entities and citizens are also

included.

Loan fees are credited to income upon granting of the

applicable loan. “Fee and commission” income income is

suspended if the related payment is more than 60 overdue.  
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Commission on foreign currency transactions are record-

ed as income on receipt.  

((ff))  IInnvveessttmmeennttss

I) Bonds of the Republic of Croatia

Rehabilitation bonds and recapitalisation bonds are stat-

ed at nominal value.  

II) Assets held for resale

Assets held for resale include mainly assets acquired as

substitute for outstanding receivables of the Bank.  

Assets held for resale are included in the balance sheet on

a pooled basis, at a value determined by management.  

The management valuation is based on the comparison

with values of similar companies in transition countries,

offers for purchase and results of operations. 

In some cases, the shares held by the Bank give it a con-

trolling or significant influence in affiliated companies.

However, because of the Bank’s intention to sell these

assets, these companies are not treated as subsidiaries or

associates, and are consequently not consolidated. 

III) Dealing securities

Dealing securities are held primarily for the purpose of

trading or resale and are stated at the lower of cost and

market value. Any changes in carrying value are reflected

in the income statement for the year in which they occur.  

IV) Investment securities 

Investment securities are mainly those held for yield pur-

poses and are initially stated at cost. Investments in equi-

ties are stated at cost less any permanent diminution in

value. Dividends are taken to dividend income when

received.  

Other investments are included in the balance sheet at

cost less any amounts written off for permanent diminu-

tion in value.  
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((gg))  LLooaannss  aanndd  tthhee  pprroovviissiioonnss  ffoorr  llooaann  iimmppaaiirrmmeenntt

A specific credit risk provision for loan impairment is

established to provide for managements estimate of cred-

it losses as soon as the recovery of an exposure is identi-

fied as doubtful. 

A general provision for loan impairment is established to

cover losses that are judged to be present in the lending

portfolio at balance sheet date, but which have note been

specifically identified as such. This provision is based on

an analysis of internal credit gradings allocated to borrow-

ers, refined to reflect the economic climate in the markets

in which the Bank operates.

When a loan is deemed uncollectable, it is written off

against the related provision for impairments.

Subsequent recoveries are credited to the income state-

ment if previously written off.  

((hh))  TTaannggiibbllee  aanndd  iinnttaannggiibbllee  ffiixxeedd  aasssseettss

Tangible and intangible fixed assets are stated in the bal-

ance sheet at cost less accumulated depreciation.

Depreciation is provided on the straight line basis at pre-

scribed rates designed to write off cost or valuation of

assets over their estimated useful lives. 

The approximate annual depreciation rates used are as

follows:

%    

Buildings 3.0 - 10.0

Furniture 6.7 - 20.0

Computers 20.0

Motor vehicles 25.0

Equipment and other assets 6.7 - 20.0

Land is not depreciated. Assets in the course of transfer

are not depreciated until they are brought into use.

Maintenance and repairs are charged to the profit and loss

account when incurred and improvements are capitalised.
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((ii))  CCaasshh  aanndd  ccaasshh  eeqquuiivvaalleennttss

For the purposes of the cash flow statement, cash and cash

equivalents comprise balances with less than 90 days

maturity from the date of acquisition including cash and

current accounts with other banks, and placements with

other banks. 

((jj))  PPrroovviissiioonnss  ffoorr  ccoonnttiinnggeenntt  lliiaabbiilliittiieess

Provisions for contingent liabilities were established

according to the estimate of the management, under the

same criteria as for the loans. 

((kk))  CCoommppaarraattiivveess  aanndd  rreeccllaassssiiffiiccaattiioonn

Certain items of the consolidated financial statements

have been reclassified to enable  comparison with the dis-

closed information for the current year. 

Own shares held by the Bank are stated as decrease in the

Bank’s capital. 

I
n 1998 the Bank stated gains and losses arising from

translation of assets and liabilities in HRK under a

currency clause under translation gains and losses

(in 1997 under interest income and expense). Had the

same accounting policy been applied in 1997, interest

income would have been lower by HRK 76 million, and

interest expense by HRK 71 million. Net foreign exchange

30

11999988.. 11999977..                    

IInntteerreesstt  iinnccoommee

Enterprises 332 379

Banks 170 157

Citizens 143 111

Republic of Croatia 332 354

997777 11..000011

IInntteerreesstt  eexxppeennssee

Enterprises 64 103

Banks 140 181

Citizens 284 284

448888 556688

in millions of HRK

44. Interest income and expense
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differences would be higher by HRK 5 million, and the

effect on profits would be neutral. 

In 1998 the Bank suspended interest income from loans

outstanding more than 60 days. Had the same accounting

policy been applied in 1997, interest income as well as bad

and doubtful debt expense would have been lower by HRK

48 million. The effects on profits would have been neutral. 

I
n 1998 the Bank applied the policy of suspending fee

income. Had the same accounting policy been

applied in 1997, fee and commission income as well

as bad and doubtful debt expense would have been lower

by approximately HRK 7 million. 
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11999988.. 11999977..  

IInnccoommee

Enterprises 225 169

Banks 17 14

Citizens 71 35

Public sector and other 49 32

336622 225500

EExxppeennssee

Payment operation charges 40 18

Bank charges 1 3

Commission to post offices for

citizens’ current accounts 20 16

Other 7 4

6688 4411

in millions of HRK

11999988.. 11999977..  

Dealing profits 103 99

Translation gains / (losses) 60 (63)

116633 3366

in millions of HRK

55.. Fee and commission income and expense

66.. Net foreign exchange gains / (losses)
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11999988.. 11999977..

Dividend income 14 4

Gains from disposal of fixed assets 3 10

Other 39 60

5566 7744

in millions of HRK

11999988.. 11999977..  

Staff costs (Note 10) 328 244

Materials and services 163 144

Depreciation 51 55

Administration and marketing costs 35 22

Taxes and contributions on income 7 25

Losses on trading in public debt - 5

Other 80 36

666644 553311

in millions of HRK

77. Other operating income

88. Bad and doubtful debt expense

NNootteess 11999988.. 11999977..  

Placements with other banks (net) 14 (11) -

Loans and advances to customers (net) 15 11 311

Interest and fees (net) 17 (58) 17

Contingent liabilities and commitments 29 195 10

Recovery of amounts previously written off 15 (15) -

112222 333388

Assets held for resale 16 134 (150)

Long-term investments 3 -

225599 118888

in millions of HRK

99. Other operating expenses

I
n 1998 the Bank stated gains and losses arising from

translation of assets and liabilities in HRK under a

currency clause under translation gains (in 1997

under interest income and expense). Had the same

accounting policy been applied in 1997, net interest

income would have been lower by HRK 5 million.

Exchange differences would have been higher by the same

amount, and the effects on profits would have been

neutral. 
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T
he tax is payable at the rate of 35% (1997: 35%),

on adjusted operating income realised in Croatia

and abroad.  

Deferred income tax assets are recognised as tax loss car-

ried forward only to the extent that realisation of the relat-

ed tax benefit is probable. The benefit of the tax losses has

not been recognised in these financial statements due to

uncertainty of their recoverability. The accumulated tax

losses amount to HRK 465 million (1997: HRK 692 mil-

lion).  

The related currency analysis is provided in Note 40. 
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11999988.. 11999977..  

Net salaries 171 124

Pension insurance costs 51 49

Health insurance costs 43 27

Taxes and surtaxes due to local authorities 42 26

Other staff related costs 21 18

332288 224444

in millions of HRK

11999988.. 11999977..  

Cash in hand 155 114

Items in course of collection 5 16

Current accounts and amounts at call with domestic banks 16 149

Current accounts and amounts at call with foreign banks 72 49

Giro accounts 4 145

225522 447733

in millions of HRK

1100. Staff costs

1111. Income tax expense

1122. Cash and current accounts with other banks
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T
he obligatory reserve required to be deposited

with the Croatian National Bank is calculated at 31

December 1998 as 29.5% of all time and demand

deposits in HRK (1997: 31.85%), as well as 55% of all

foreign currency savings of citizens (frozen savings

excluded) with maturity dates below three months. These

funds are not available to finance the Bank’s day to day

operations.

The Bank maintains a sufficient stock of liquid assets to

comply fully with Croatian National Bank requirements. 

F
oreign currency placements include an amount of

HRK 59 million (1997: HRK 74 million) which

have been pledged as security for letters of credit

and guarantees provided to customers by other banks.
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11999988.. 11999977..  

((aa))  AAnnaallyyssiiss  bbyy  ccuurrrreennccyy

HRK denominated 286 130

Foreign currency denominated 1.507 1.543

Provisions 1.793 1.673

Provisions (42) (53)

1.751 1.620

in millions of HRK

1144. Placements with other banks

11999988.. 11999977..  

Obligatory reserve

- in HRK 544 533

- in foreign currency 195 -

Treasury bills

- in HRK 101 90

- in foreign currency 401 -

Other assets

- in HRK 1 -

- in foreign currency - 11

11..224422 663344

in millions of HRK

1133. Balances with Croatian National Bank
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The related currency analysis is provided in Note 40.
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((bb))  GGeeooggrraapphhiiccaall  aannaallyyssiiss 1998 1997

Republic of Croatia 550 434

Germany 750 400

Austria 152 440

The Netherlands - 119

USA 80 47

Italy 70 23

Other countries 191 210

provisions 1.793 1.673

provisions (42) (53)

11..775511 11..662200

in millions of HRK

((cc))  PPrroovviissiioonn  ffoorr  lloosssseess 1998 1997

Balance at 1 January 53 53

Amounts collected - (3)

New provisions made (Note 8) (11) 3

BBaallaannccee  aatt  3311  DDeecceemmbbeerr 4422 5533

11999988.. 11999977..  

((aa))    AAnnaallyyssiiss  bbyy  ttyyppee  ooff  ccuussttoommeerr

Citizens 2.210 1.272

Enterprises 4.228 3.182

Public enterprises 3.150 3.535

Local authorities and public institutions 204 695

99..779922 88..668844

Specific provisions (1.794) (1.884)

General provisions (157) (230)

77..884411 66..557700

in millions of HRK

1155. Loans and advances to customers
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T
he Bank manages its exposure to credit risk by

application of a range of control measures: regu-

lar assessment using agreed credit criteria; diver-

sification of sector risk to avoid undue concentration in

type of business or geographic terms. Where necessary,

the Bank obtains acceptable collateral to reduce the level

of credit risk.

((dd))  GGuuaarraanntteeeedd  llooaannss  aanndd  ccoonnttiinnggeenncciieess

The State Budget includes support for certain key indus-

tries in the Republic of Croatia. The recovery of such loans

is provided from the state budget. In addition, the

Republic of Croatia issues warranties for certain loans and

contingent liabilities.
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((cc))  PPrroovviissiioonn  ffoorr  lloosssseess

11999988.. 11999977..

SSppeecciiffiicc GGeenneerraall SSppeecciiffiicc GGeenneerraall

Balance at 1 January 1.884 230 1.655 155

Amounts collected (174) - (378) -

Amounts written off (176) - (7) -

Exchange differences 2 - - -

New provisions made (net) 258 (73) 614 75

Balance at 31 December 1.794 157 1.884 230

11..995511 22..111144

in millions of HRK

11999988.. 11999977..  

((bb))  AAnnaallyyssiiss  bbyy  sseeccttoorr

Agriculture and forestry 345 622

Commerce and finance 722 446

Construction 561 617

Electricity and water 1.132 1.143

Manufacturing 1.077 638

Oil and gas 1.724 1.749

Services 409 650

Transport, storage and communication 787 937

Citizens 2.173 1.272

Other 862 610

99..779922 88..668844

Specific provisions (1.794) (1.884)

General provisions (157) (230)

77..884411 66..557700

in millions of HRK
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The support of the State has been taken into consideration

when determining the level of provisions required against

loans to certain legal entities.

The total loans and contingencies guaranteed by the

Republic of Croatia or repayable from the state budget

amounts to HRK 3,195 million. 

Certain loans which are guaranteed by other banks

amounting to HRK 105 million (1997: HRK 803 million)

have not been specifically provided against.

At 31 December the principal amount of non-performing

loans and advances which either do not accrue interest or

where interest is suspended, was HRK 1,416 million

(1997: HRK 1,161 million).

((ff))  RReeffiinnaanncceedd  llooaannss

Included in loans and advances are HRK 2,877 million

(1997: HRK 2,991 million) related to refinanced borrow-

ings due to the Republic of Croatia and HRK 855 million

(1997: HRK 877 million) related to refinanced borrowings

due to Government Agencies (see Note 25).
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11999988.. 11999977..  

((ee))  IInntteerreesstt  iinn  ssuussppeennssee

Balance at 1 January 242 185

Amount suspended, less previously

suspended interest collected (79) 57

BBaallaannccee  aatt  3311  DDeecceemmbbeerr 116633 224422

in millions of HRK
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A
s part of the restructuring programme for the

Croatian economy, the Bank has obtained various

shareholdings in recognition of the losses arising

in the past caused by the inflationary impact on loans

granted which, in compliance with existing laws at the

time, were not allowed to be revalued for inflation. In

addition, the Bank has continued to accept shares in

exchange for non-performing loans and has purchased

shares with frozen deposits and other consideration. The

Bank does not intend to invest in these shares but holds

them for resale. They are therefore held at management’

valuation, on a pooled basis (Note 3(f) II). 
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1166. Assets held for resale

11999988.. 11999977..  

((aa))  MMoovveemmeennttss

Balance at 1 January 870 878

Purchased with cash or other consideration 24 3

Shares received in exchange for

non-performing loans 35 -

Disposals (56) (161)

(Increase)/decrease in provisions (134) 150

BBaallaannccee  aatt  3311  DDeecceemmbbeerr 773399 887700

in millions of HRK
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((bb))  AAnnaallyyssiiss  ooff  ssiiggnniiffiiccaanntt  sshhaarreehhoollddiinnggss

The Bank holds a controlling interest, or has significant influence through its shareholdings, in the
following entities:

NNaammee NNaattuurree  ooff  bbuussiinneessss iinntteerreesstt  iinn  %%

RReeppuubblliicc  ooff  CCrrooaattiiaa 11999988.. 11999977..

Agencija za komercijalnu djelatnost d.o.o. Zagreb tourism and trade 27 29

Agrokombinat Jasinje d.d. Slavonski Brod agriculture 22 26

Agrolaguna d.d. PoreÊ agriculture 57 57

Anita d.d. Vrsar tourism 49 49

Atlas d.d. Dubrovnik tourism 55 35

BeliπÊe d.d. BeliπÊe manufacturing 15 30

Dalit corp d.d. Daruvar manufacturing 75 75

DI Slavonija d.o.o. Slavonski Brod wood processing 100 100

DIN d.o.o. Novoselec wood processing 100 100

uro akoviÊ Prva hr. tvor. traËnih vozila manufacturing 32 32

Elancommerce d.o.o. Zagreb retail trade 97 97

Elka, Zagreb manufacturing 28 28

Hidroelektra Niskogradnja d.d. Zagreb construction 60 60

HTP Hotel Argentina d.d. Dubrovnik tourism 37 33

HTP Primoπten d.d. Primoπten tourism 3 51

IK Gaj d.d. Slatina wood industry and furniture - 38

IPK Kandit d.o.o. Osijek food processing 21 21

J P Hrvatski radio GospiÊ radio media 20 20

Jadroplov d.d. Split shipping 63 63

Laguna d.d. Novigrad tourism 36 36

Novi Vjesnik d.d. Zagreb publishing - 55

Plava laguna - Laguna PoreÊ d.d. PoreÊ tourism 33 29

PPK Valpovo d.d. Valpovo agriculture 29 29

RIZ d.o.o Slunj manufacturing 100 100

SunËani Hvar d.d. Hvar tourism 41 41

Supetrus hoteli d.d. Supetar tourism 54 48

Trokut d.d. Novska manufacturing 31 33

Viadukt d.d Zagreb construction - 26

RReeppuubblliicc  ooff  SSlloovveenniiaa

Elan Begunje d.d. manufacturing 77 77

IIttaallyy

Siderfin, Milano trade 35 35
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A
ccrued interest in 1998 includes HRK 79 million

(1997: HRK 89 million) in respect of interest on

government bonds.

Movements in provisions for accrued interest and other

assets were as follows: 

A
mounts due from the Republic of Croatia are

mainly those in respect of foreign currency

deposited by citizens with the former National

Bank of Yugoslavia. Following the disintegration of the

former Yugoslavia, the Republic of Croatia has accepted

liability for all deposits made before 27 April 1991 as part

11999988.. 11999977..  

Interest receivable 297 371

Accrued interest not yet due 401 112

Sundry debtors 2 148

Prepayments - 8

770000 663399

Provisions (224) (307)

447766 333322

in millions of HRK

11999988.. 11999977..  

Balance at 1 January 307 236

New provisions made 79 154

Amounts collected (137) (137)

Amounts written off (28) -

Accrued interest - 54

Exchange differences 3 -

224 307

in millions of HRK

11999988.. 11999977..  

Amounts due in respect of citizens’

frozen deposits 1.408 1.500

Interest receivable on citizens’ frozen deposits 54 42

Treasury bills 127 55

Other 32 4

11..662211 11..660011

in millions of HRK

1177. Accrued interest and other assets

1188. Due from the Republic of Croatia

40
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of its public debt. During 1992 the Bank took over frozen

foreign currency deposits from citizens which had been

deposited with banks not resident in Croatia. The

Republic of Croatia has also accepted liability for these

amounts. The amount due includes foreign exchange loss-

es arising on the restatement of amounts deposited, con-

verted at the rates ruling at the year-end. As part of the

Bank’s rehabilitation (see Note 2) the Croatian govern-

ment recognised additional amounts of HRK 637 million

in respect of citizens’ frozen deposits. 

These amounts that are stated in DEM are repayable in 20

semi-annual instalments which commenced on 1 July

1995. The first instalment was paid in the form of foreign

currency bonds which mature in six equal semi-annual

instalments commencing on 1 September 1996 at an

interest rate of 12%. The second instalment was paid in

the form of foreign currency bonds which mature in six

equal semi-annual instalments commencing on 1 April

1997 and which pay interest at 8%. These are disclosed as

Bonds of the Republic of Croatia (Note 19). Other instal-

ments were paid in cash.

W
ith effect from 31 July 1996, the reconstruc-

tion bonds held in the parent bank were

exchanged for HRK 1,435 million of rehabili-

tation bonds issued by the Ministry of Finance. At 31

December 1998 the Bank holds HRK 434 million of

German Mark linked bonds (1997: HRK 642 million) at an

interest rate of 12% which are repayable in six semi-

11999988.. 11999977..  

Rehabilitation bonds 1.155 1.372

Recapitalisation bonds 1.460 1.473

Reconstruction bonds 23 24

Other foreign currency bonds 558 605

33..119966 33..447744

in millions of HRK

1199. Bonds of the Republic of Croatia
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annual instalments commencing 1 August 1997; and HRK

721 million (1997: HRK 730 million) of 15 year bonds

which pay interest at 7.20% and are repayable in 30 semi-

annual instalments commencing 1 August 1997.

During 1998 the Government passed a resolution pur-

suant to which these bonds are to be stated in German

Mark (currency clause). 

The recapitalisation bonds were issued by the

Rehabilitation Agency for new shares in the Bank. At 31

December 1998 the Bank holds HRK 747 million (1997:

HRK 756 million) of 15 year bonds paying interest at

7.20% and repayable in 30 semi-annual instalments com-

mencing 1 August 1997; HRK 412 million (1997: HRK 420

million) of 15 year bonds paying interest at 5% and

repayable in 30 semi-annual instalments commenced 1

August 1997; and HRK 301 million (1997: HRK 297 mil-

lion) of German Mark linked 15 year bonds paying inter-

est at 5% and repayable in 30 semi-annual instalments

which commenced 1 August 1997. During 1998 the

Government passed a resolution pursuant to which all

recapitalisation bonds are to be stated in the German

Mark equivalent (currency clause).

SShhaarreess  iinn  OOtthheerr  TToottaall
ssuubbssiiddiiaarriieess iinnvveessttmmeennttss

As at 31 December 1998 16 24 40

As at 31 December 1997 7 31 38

in millions of HRK

2200. Fixed assets investments
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T
he following subsidiaries, which are all incorpo-

rated in Croatia except where stated, have been

fully consolidated in the financial statements:

NNaattuurree  ooff  bbuussiinneessss IInntteerreesstt  iinn  %%        

11999988.. 11999977..

Riadria banka d.d. Rijeka banking 64,08 53

PBZ Investholding d.o.o. Zagreb finance 100 100

Krapinsko zagorska banka, d.d. Krapina banking 100 100

Laguna banka, d.d. PoreË banking 100 63

PBZ Handel und Service GmbH (NjemaËka) finance 100 100

PBZ American express credit cards 100 -

Unconsolidated subsidiaries, which are included within fixed asset investments,

and which are all incorporated in Croatia are:

NNaattuurree  ooff  bbuussiinneessss IInntteerreesstt  iinn  %%

11999988.. 11999977.

PBZ Leasing services 100 -

PBZ Kapital finance 100 -

PBZ Invest finance 100 -

Invest Holding Karlovac finance 56 56

©kuda d.d. Zagreb real estate 83,35 81

PBZ Stan d.d. Zagreb real estate - 100

In 1998 PBZ Stan was transformed into a new subsidiary PBZ Leasing.
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2211. Tangible and intangible fixed assets

11999988.. 11999977..  

Citizens 2.113 1.842

Enterprises 935 1.086

Local authorities and other organisations 329 234

Foreign entities 98 86

Restricted deposits 209 356

33..668844 33..660044

in millions of HRK

11999988.. 11999977..  

Demand deposits 117 111

Time deposits 144 100

Restricted foreign currency deposits - 11

226611 222222

in millions of HRK

LLaanndd  aanndd FFuurrnniittuurree MMoottoorrCCoommppuutteerr                                  OOtthheerr AAsssseettss  iinn  ccoouurrssee    TToottaall
bbuuiillddiinnggss vveehhiicclleess eeqquuiippmmeenntt eeqquuiippmmeenntt ooff  ttrraannssffeerr  

CCoosstt  oorr  vvaalluuaattiioonn

At 1 January 1998 513 102 24 178 46 54 917

Opening balance correction 1 (1) - - - - -

At 1 January 1998 514 101 24 178 46 54 917

Additions 77 15 11 58 4 11 176

Disposals and retirements (18) (10) (4) (35) (1) - (68)

At 31 December 1998 573 106 31 201 49 65 1.025

AAccccuummuullaatteedd  ddeepprreecciiaattiioonn

At 1 January 1998 88 62 16 93 19 - 278

Opening balance correction - 1 - (1) - - -

At 1 January 1998 88 63 16 92 19 - 278

Depreciation charge 15 6 2 23 5 - 51

Disposals and retirements (4) (8) (3) (30) (1) - (46)

At 31 December 1998 99 61 15 85 23 - 283

NNeett  bbooookk  vvaalluuee

At 31 December 1998 474 45 16 116 26 65 742

At 31 December 1997 426 38 8 86 27 54 639

in millions of HRK

2233. Demand deposits from other customers

2222. Deposits from other banks
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R
estricted deposits represent deposits made by

enterprises for payment to be made abroad by the

Bank on their behalf, for opening letters of cred-

it and for the purchase of foreign currencies.

The related currency analysis is provided in Note 40.

C
itizens’ s savings accounts and deposits include

frozen foreign currency savings of HRK 728 mil-

lion (1997: HRK 833 million) see Note 18. The

Republic of Croatia has guaranteed the repayment or

exchange of these frozen deposits for government bonds.

The Bank will permit repayment in HRK to account hold-

ers who comply with certain conditions as determined by

Croatian law and by the Bank. It will also allow the

exchange of frozen deposits for the purchase of shares in

newly privatised companies in return for which the obli-

gation of the Government to the Bank is reduced by a sim-

ilar amount.

The related currency analysis is provided in Note 40. 

2244. Savings and time deposits from other depositors

11999988.. 11999977..  

Citizens 3.542 2.914

Enterprises 638 353

Local authorities and other organisations 75 8

Foreign customers 533 414

Deposits in respect of housing loans 316 198

55..110044 33..888877

in millions of HRK

11999988..  11999977..  

((aa))  AAnnaallyyssiiss  bbyy  ssoouurrccee

Amounts due to the Republic of Croatia 3.198 3.327

Amounts due to government agencies 1.066 1.085

Other liabilities 13 149

44..227777 44..556611

in millions of hrk

2255. Refinanced debt
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((bb))  AAmmoouunnttss  dduuee  ttoo  tthhee  RReeppuubblliicc  ooff  CCrrooaattiiaa

T
hese relate to foreign currency borrowings from

commercial banks falling due under the “New

Financing Agreement” signed on 20 September

1988. Repayments of principal under this agreement were

due to commence in February 1994 with the first of 26

semi-annual instalments. However, negotiations contin-

ued regarding assumption of liabilities of the former

Yugoslavia, and interest payments since 25 May 1992 and

capital payments were delayed.

During 1996 HRK 4,030 million of liabilities to commer-

cial banks under the New Financing Agreement were

transferred from the Bank to the Rehabilitation Agency as

part of the Bank’s rehabilitation. 

On 31 July 1996 the government of Croatia assumed

responsibility for 29.5% of all rescheduled liabilities of

the former Yugoslavia to commercial banks under the New

Financing Agreement (London Club), representing the

Republic of Croatia’s share of the debt of the former

Yugoslavia. This liability was settled by the issue of bonds

of the Republic of Croatia, and the first payment of princi-

pal and interest was made on 31 January 1997.

Consequently, the Bank’s obligations to commercial

banks under the New Financing Agreement are replaced

by amounts due to the Republic of Croatia. The liabilities

assumed by the Republic of Croatia have been further

rescheduled, for a period of 10 to 14 years, are denomi-

nated in US Dollars and carry an interest at LIBOR + 13/16

%. The amounts due to the Republic of Croatia by the Bank

have been similarly rescheduled and redenominated,

resulting in an overall increase in the gross liability of

approximately HRK 625 million. The Bank expects to

recover the majority of this amount from the Croatian

companies who were the original borrowers of the funds. 

consolidated financial statements for the year ended 31. december 1998
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((cc))  AAmmoouunnttss  dduuee  ttoo  ggoovveerrnnmmeenntt  aaggeenncciieess

Repayments of foreign currency borrowings previously

due between 1984 and 1988 were rescheduled and refi-

nanced by a series of agreements concluded with the Paris

Club. Under this agreement repayments of principal were

to be made in 24 semi-annual instalments commencing

January 1998. During 1996 further discussions have been

held with each of the contracting parties and substantially

all of the Bank’s liabilities have been rescheduled under a

series of “Consolidation Agreements”, resulting in an

overall increase in the gross liability of approximately

HRK 230 million. The Bank expects to recover this amount

from the Croatian companies who were the original bor-

rowers of the funds by rescheduling the loans similar to

the above described arrangements. Refinanced borrow-

ings are for terms of 5-12 years, with semi-annual repay-

ments commencing 31 July 1996. The interest on borrow-

ings is determined at rates specific to each lending coun-

try.

11999988.. 11999977..  

Domestic borrowings:

Croatian National Bank 163 -

Croatian Bank for Reconstruction and Development 406 389

Domestic commercial banks 292 101

886611 449900

Foreign borrowings:

Deutsche bank A.G. 561 527

Bayerische Landesbank Girocentrale 37 35

Other foreign banks 343 441

Other foreign sources of financing 7 17

994488 11..002200

11..880099 11..551100

in millions of HRK

2266. Other borrowed funds
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N
o provision has been made for legal claims agai-

nst the Bank. In the opinion of the management,

it is unlikely that any significant loss will arise.

CCaappiittaall  ccoommmmiittmmeennttss  

At 31 December 1998 the Bank had no capital commit-

ments.

11999988.. 11999977..  

Interest payable 27 37

Accrued interest not yet due 85 85

111122 112222

in millions of HRK

11999988..  11999977..  

Taxes 1 2

Salaries and other staff costs 23 19

Items in transit 85 39

Due to suppliers and other liabilities 212 218

332211 227788

in millions of HRK

2288. Other liabilities

11999988..  11999977..

((bb))  MMoovveemmeennttss  iinn  pprroovviissiioonnss

Balance at 1 January 258 248

New provisions made (Note 8) 195 10

BBaallaannccee  aatt  3311  DDeecceemmbbeerr 445533 225588

in millions of HRK

2299. Provisions for contingent liabilities and charges

11999988..  11999977..

((aa))  AAnnaallyyssiiss

Provisions for contingent

liabilities and commitments 453 258

445533 225588

in millions of HRK

3300. Contingent liabilities and commitments 
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CCrreeddiitt  rreellaatteedd  ccoonnttiinnggeenncciieess  aanndd  ccoommmmiittmmeennttss

The primary purpose of these instruments is to ensure

that funds are available to a customer as required.

Guarantees and standby letters of credit, which represent

irrevocable assurances that the Group will make payments

in the event that a customer cannot meet its obligations to

third parties, carry the same credit risk as loans.

Documentary and commercial letters of credit, which are

written undertakings by the Group on behalf of a customer

authorising a third party to draw drafts on the Group up to

a stipulated amount under specific terms and conditions,

are collateralised by the underlying shipments of goods to

which they relate and therefore have significantly less

risk. Cash requirements under guarantees and standby

letters of credit are considerably less than the amount of

the commitment because the Group does not generally

expect the third party to draw funds under the agreement.

The aggregate amounts of outstanding guarantees, letters

of credit and other commitments at the end of the year

were:

The Bank’s irrevocable loan commitments were approxi-

mately HRK 62 million (1997: HRK 19 million).

11999988..  11999977..

Short-term guarantees in HRK 194 198

Foreign currency letters of credit 287 406

Foreign currency guarantees 3.411 2.000

Acceptance orders - 3

Performance bonds 124 742

Guaranteed and accepted bills of exchange 3 -

Commitments 30 -

Other 2 -

44..005511 33..334499

in millions of HRK

consolidated financial statements for the year ended 31. december 1998



T
he total number of authorised registered shares at

year-end was 16,660 thousand (1997: 16,660

thousand), with a nominal value of HRK 100 per

share (1997: HRK 100 per share).  

The Rehabilitation Agency subscribed for the Bank 14,630

thousand shares, with a nominal value of HRK 100 each,

by having issued recapitalisation bonds of HRK 1,463 mil-

lion.  

As at 31 December 1998, the Rehabilitation Agency held

91.3% (1997: 91.3%) of the share capital. None of indi-

vidual shareholdings was in excess of 5%. 

I
n accordance with the local legislation, 5% of the net

profit of the Bank is required to be transferred to a

non-distributable legal reserve until such time as

this reserve represents 5% of the share capital of the

Bank. 

11999988..  11999977..  

Balance at 1 January 112 113

Minority interest in profit/(losses) of the

subsidiaries for the year (11) 3

Consolidation adjustment on disposal of subsidiary - (4)

Acquisition of minority interest (29) -

BBaallaannccee  aatt  3311  DDeecceemmbbeerr 7722 111122

in millions of HRK

3311. Minority interest

3322. Share capital

3333. Reserves and retained profit
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F
or the purposes of the cash flow statement, cash

and cash equivalents comprises the following bal-

ances with less than 90 days maturity:

T
he bank manages significant funds mainly in the

form of loans to various organisations for capital

investment. These assets are accounted for sepa-

rately from those of the Bank. Income and expenses aris-

ing from these funds are credited and charged to corre-

sponding sources, and no liability falls on the Bank in

connection with these transactions. The Bank is compen-

sated for its services by fees chargeable to the funds.  

T
he bank makes loans to enterprises to which it is

related. These include enterprises controlled or

influenced by the Bank by virtue of its sharehold-

ings and also enterprises which can influence the Bank of

virtue of their shareholdings in the Bank. Such loans are

11999988..  11999977..  

Cash and current accounts with

other banks (Note 12) 252 473

Placements with other banks (Note 14) 1.383 1.153

11..663355 11..662266

in millions of HRK

11999988..  11999977..

Funds managed on behalf of:

Local authorities and similar organisations 608 787

Enterprises 78 174

Banks and other institutions 64 35

775500 999966

Less: assets (750) (996)

Net liabilities - -

in millions of HRK

3344. Cash and cash equivalents

3355. Funds managed on behalf of third parties

3366. Related party transactions

consolidated financial statements for the year ended 31. december 1998



made in the ordinary course of business. At the year-end

the total gross exposure to such enterprises was HRK

1,120 million (1997: HRK 1,027 million). 

F
air value represents the amount at which an asset

could be exchanged or a liability settled on an

arms length basis. As verifiable market prices are

not available for a significant proportion of the Bankís

financial assets and liabilities, fair values (for these items)

have been based on management assumptions according

to the profile of the asset and liability base. Except for cit-

izens’ frozen deposits and the related amounts due from

the Republic of Croatia, fair values are not significantly

different from book values for all asset and liability cate-

gories.

The following assumptions have been made.

The fair value of securities is based on market prices with

the exception of unquoted equity investments the fair

value of which is based on the latest available financial

statements of the issuer.

Other loans and advances are mainly held to maturity. Fair

value approximates to the book value of loans adjusted for

provisions for losses. The fair value of fixed rate loans has

been taken as book value because the prevailing market

rates are not materially different from the actual loan

rates.

It is not practicable to establish a market price for assets

held for resale. Fair value is taken to be the cost or trans-

fer value of the assets acquired, adjusted for provisions

made. Information about the main characteristics of these

assets is given in Note 16.

It is not practicable to determine the fair value of citizens

3377. Fair values of financial assets and liabilities
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frozen savings and the related amounts receivable from

the Republic of Croatia as the future cash flows are not suf-

ficiently determinable. However, in the opinion of the

Bank’s management there is no significant difference

between the book value and the fair value of the net posi-

tion. Information about the main characteristics of these

balances is given in Note 18.

I
nterest rate risk is the sensitivity of the Bank’s

financial condition to movements in interest rates.

Mismatches or gaps in the amount of assets, liabili-

ties and off-balance sheet instruments that mature or

reprice in a given period generate interest rate risk. The

Bank can reduce this risk by matching the repricing of

assets and liabilities.

The Bank seeks to achieve a balance between reducing risk

to earnings from adverse movements in interest rates and

enhancing net interest income through correct anticipa-

tion of the direction and extent of interest rate changes.

The table below provides the Bank’s interest rate sensitiv-

ity position at 31 December 1998 and 1997 based upon the

known repricing dates of fixed and floating rate assets and

liabilities and the assumed repricing dates of others.

3388. Interest rate risk 
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DDEEMM UUSSDD CCHHFF HHRRKK

AAsssseettss

Cash and current accounts with other banks - - - 2,50

Balances with Croatian National Bank - - - 5,90

Placements with other banks - - - 11,04

Loans and advances to customers 13,75 15,75 13,25 16,00

Due from the Republic of Croatia - - - 10,00

Bonds of the Republic of Croatia - - - 12,00

LLiiaabbiilliittiieess

Deposits from other banks - - - 9,49

Demand deposits from other customers 2,06 2,97 - 2,00

Savings and time deposits from other depositors 4,65 5,40 - 5,69

Other borrowed funds LIBOR + 1% - - 7,00

AAss  aatt  3311  DDeecceemmbbeerr  11999988 UUpp  ttoo 11--33 33  mmoonntthhss OOvveerr NNoonn-- bbeeaarriinngg
11  mmoonntthh mmoonntthhss ttoo  11  yyeeaarr 11  yyeeaarr iinntteerreesstt TToottaall

AAsssseettss

Cash and current accounts with

other banks 189 9 1 - 53 252 

Balances with Croatian National Bank 1.242 - - - - 1.242 

Placements with other banks 1.324 29 20 378 - 1.751 

Loans and advances to customers 7.373 27 94 344 3 7.841 

Assets held for resale - 62 - - 677 739 

Accrued interest and other assets 232 - - - 244 476 

Due from the Republic of Croatia 18 - 10 1.567 26 1.621 

Bonds of the Republic of Croatia 232 - - 2.941 23 3.196 

Fixed asset investments - - - - 40 40 

Tangible and intangible fixed assets - - - - 742 742

1100..661100  112277 112255 55..223300 11..880088 1177..990000  

LLiiaabbiilliittiieess

Deposits from other banks 252 5 - - 4 261 

Demand deposits from other customers 3.375 22 79 177 31 3.684 

Savings and time deposits from

other depositors 5.091 - 2 11 - 5.104 

Refinanced debt 2.961 - - 1.316 - 4.277 

Other borrowed funds 463 6 1 1.339 - 1.809 

Accrued interest payable - - - - 112 112 

Other liabilities 130 - - - 191 321 

Provisions for contingent liabilities and - - - - 453 453 1122..227722

1122..227722 3333 8822 22..884433 779911 1166..002211

On balance sheet

interest  sensitivity gap (1.662) 94 43 2.387 1.017 1.879 

in millions of HRK

The table below summarises the effective interest rate by major currencies for monetary financial

instruments:

consolidated financial statements for the year ended 31. december 1998
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AAss  aatt  3311  DDeecceemmbbeerr  11999977 UUpp  ttoo 11--33 33  mmoonntthhss OOvveerr NNoonn bbeeaarriinngg
11  mmoonntthh mmoonntthhss ttoo  11  yyeeaarr 11  yyeeaarr --iinntteerreesstt TToottaall

AAsssseettss

Cash and current accounts  

with other banks 473 - - - - 473

Balances with Croatian National Bank 634 - - - - 634

Placements with other banks 1.129 24 91 376 - 1.620

Loans and advances to customers 6.559 - - 11 - 6.570

Assets held for resale - - - - 870 870

Accrued interest and other assets - - - - 332 332

Due from the Republic of Croatia 61 9 203 1.282 46 1.601

Bonds of the Republic of Croatia 532 - 1 2.941 - 3.474

Fixed asset investments - - - - 38 38

Tangible and intangible fixed assets - - - - 639 639

99..338888 3333 229955 44..661100 11..992255 1166..225511

LLiiaabbiilliittiieess

Deposits from other banks 222 - - - - 222

demand deposits from other customers 3.604 - - - - 3.604

Savings and time deposits - - - - - -

from other depositors 3.887 - - - - 3.887

Refinanced debt 3.073 52 120 1.316 - 4.561

Other borrowed funds 178 - - 1.332 - 1.510

Accrued interest payable - - - - 122 122

Other liabilities - - - - 278 278

Provisions for contingent liabilities and charges - - - - 258 258

1100..996644 5522 112200 22..664488 665588 1144..444422

On balance sheet

interest  sensitivity gap (1.576) (19) 175 1.962 1.267 1.809 

in millions of HRK

DDEEMM UUSSDD CCHHFF HHRRKK

AAsssseettss

Cash and current accounts with other banks - - - 2,50

Balances with Croatian National Bank - - - 4,50

Placements with other banks - - - 9,11

Loans and advances to customers 12,00 12,00 12,00 15,00

Due from the Republic of Croatia - - - 10,00

Bonds of the Republic of Croatia - - - 12,00

LLiiaabbiilliittiieess

Deposits from other banks - - - 9,36

Demand deposits from other customers 1,46 2,74 - 2,00

Savings and time deposits from other depositors 5,99 6,10 - 7,02

Other borrowed funds LIBOR + 2% - - 7,00

The table below summarises the effective interest rate by major currencies for monetary financial 

instruments:
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DDEEMM CCHHFF UUSSDD OOtthheerr  HHRRKK TToottaall
ccuurrrreenncciieess

AAsssseettss

Cash and current accounts

with other banks 92 9 26 45 80 252

Balances with Croatian National Bank 215 - 429 15 583 1.242

Placements with other banks 465 248 506 457 75 1.751

Loans and advances to customers 879 35 3.124 413 3.390 7.841

Assets held for resale 113 - - - 626 739

Accrued interest and other assets 27 - 27 2 420 476

Due from the Republic of Croatia 1.474 - 1 2 144 1.621

Bonds of the Republic of Croatia 27 - 531 - 2.638 3.196

Fixed asset investments - - - - 40 40

Tangible and intangible fixed assets - - - - 742 742

33..229922 229922 44..664444 993344 88..773388 1177..990000

LLiiaabbiilliittiieess

Deposits from other banks 172 6 32 33 18 261

Demand deposits from other customers 1.579 155 484 263 1.203 3.684

Savings and time deposits from other depositors 3.388 263 570 177 706 5.104

Refinanced debt 60 12 3.741 464 0 4.277

Other borrowed funds 1.349 1 17 15 427 1.809

Accrued interest payable 52 1 0 7 52 112

Other liabilities 68 - 4 11 238 321

Provisions for contingent liabilities and charges 1 - - - 452 453

66..666699 443388 44..884488 997700 33..009966 1166..002211

NNeett  aasssseettss  //  ((lliiaabbiilliittiieess)) ((33..337777)) ((114466)) ((220044)) ((3366)) 55..664422 11..887799

in millions of HRK

3399. Concentration of assets, liabilities and off-balance sheet items

AAsssseettss LLiiaabbiilliittiieess OOffff--bbaallaannccee
11999988 sshheeeett  iitteemmss

GGeeooggrraapphhiicc  rreeggiioonn

Republic of Croatia 16.228 13.090 3.508 

European economic region 1.414 1.495 47 

Other 258 1.436 43

1177..990000 1166..002211 33..559988  

IInndduussttrryy  sseeccttoorr

Government 6.405 3.484 93 

Commerce 557 196 192 

Public enterprises 3.683 300 1.777 

Finance 3.423 3.203 87 

Tourism 791 74 173 

Agriculture 584 199 300 

Citizens 1.446 5.231 53 

Other 1.011 3.334 923 

1177..990000  1166..002211 33..559988  

in millions of HRK

Amounts of assets and liabilities held in HRK and in foreign currency at 31 December 1998 are analysed as follows:

4400. Currency risk
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T
he Bank manages its exposure to currency risk

through a variety of measures, including the use

of revaluation clauses which have the same effect

as denominating HRK assets in other currencies. At 31

December 1998 the Bank held HRK 2,810 million of loans

and advances to customers and HRK 2,615 million of

bonds of the Republic of Croatia which are subject to for-

eign currency clauses.

The mid exchange rates as at 31 December 1998 were as

follows: DEM 3.7397

CHF 4.5676

USD 6.2475

DDEEMM CCHHFF UUSSDD OOtthheerr HHRRKK TToottaall
ccuurrrreenncciieess

AAsssseettss

Cash and current accounts

with other banks 84 14 119 74 182 473

Balances with Croatian National Bank 4 1 4 2 623 634

Placements with other banks 431 138 813 108 130 1.620

Loans and advances to customers 261 18 3.076 376 2.839 6.570

Assets held for resale 106 - - - 764 870

Accrued interest and other assets 8 1 27 39 257 332

Due from the Republic of Croatia 1.535 - 1 1 64 1.601

Bonds of the Republic of Croatia 56 - 545 - 2.873 3.474

Fixed asset investments 19 3 - - 16 38

Tangible and intangible fixed assets - - - - 639 639

22..550044 117755 44..558855 660000 88..338877 1166..225511

LLiiaabbiilliittiieess

Deposits from other banks 132 4 54 24 8 222

Demand deposits from other customers 1.344 98 556 291 1.315 3.604

Savings and time deposits from other depositors 2.536 146 436 216 553 3.887

Refinanced debt 64 12 3.979 506 - 4.561

Other borrowed funds 968 2 25 25 490 1.510

Accrued interest payable 35 3 16 3 65 122

Other liabilities 70 1 27 9 171 278

Provisions for contingent liabilities and charges 74 - 72 42 70 258

55..222233 226666 55..116655 11..111166 22..667722 1144..444422

NNeett  aasssseettss  //  ((lliiaabbiilliittiieess)) (2.719) (91) (580) (516) 5.715 1.809

in millions of HRK

Amounts of assets and liabilities held in HRK and in foreign currency at 31 December 1997 are analysed as

follows:
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T
he Bank manages its exposure to currency risk

through a variety of measures, including the use of

revaluation clauses which have the same effect as

denominating HRK assets in other currencies. At 31

December 1997 the Bank held HRK 1,478 million of loans

and advances and HRK 939 million of bonds of the Republic

of Croatia which are subject to foreign currency clauses.

The mid exchange rates as at 31 December were as follows:

DEM 3.5122

CHF 4.3451

USD 6.2352

UUpp  ttoo 11--33 33  mmoonntthhss 11--55  OOvveerr TToottaall
11  mmoonntthh mmoonntthhss ttoo  11  yyeeaarr yyeeaarrss 55  yyeeaarrss

AAsssseettss

Cash and current accounts

with other banks 243 9 - - - 252

Balances with Croatian National Bank 878 364 - - - 1.242

Placements with other banks 1.305 78 28 119 221 1.751

Loans and advances to customers 679 71 704 3.157 3.230 7.841

Assets held for resale - 61 678 - - 739

Accrued interest and other assets 468 2 - 1 5 476

Due from the Republic of Croatia 266 13 143 1.065 134 1.621

Bonds of the Republic of Croatia 10 197 237 957 1.795 3.196

Fixed asset investments - - - - 40 40

Tangible and intangible fixed assets - - - 1 741 742

33..884499 779955 11..779900 55..330000 66..116666 1177..990000

LLiiaabbiilliittiieess

Deposits from other banks 133 10 1 117 - 261

Demand deposits from

other customers 3.276 48 114 194 52 3.684

Savings and time deposits from

other depositors 518 569 1.033 1.681 1.303 5.104

Refinanced debt 55 - 57 1.502 2.663 4.277

Other borrowed funds 457 14 21 560 757 1.809

Accrued interest payable 47 40 25 - - 112

Other liabilities 317 1 1 - 2 321

Provisions for contingent 

liabilities and charges 38 34 40 124 217 453

44..884411 771166 11..229922 44..117788 44..999944 1166..002211

Net liquidity gap (992) 79 498 1.122 1.172 1.879

in millions of HRK

The amounts of assets and liabilities analysed over the remaining period at 31 December 1998 to the 

contractual maturity date are as follows:

4411. Liquidity risk
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UUpp  ttoo  11 11--33 33  mmoonntthhss 11--55  OOvveerr TToottaall
mmoonntthh mmoonntthhss ttoo  11  yyeeaarr yyeeaarrss 55  yyeeaarrss

AAsssseettss

Cash and current accounts with other banks 473 - - - - 473

Balances with Croatian National Bank 634 - - - - 634

Placements with other banks 1.129 24 91 79 297 1.620

Loans and advances to customers 267 159 335 1.766 4.043 6.570

Assets held for resale - - 870 - - 870

Accrued interest and other assets 188 129 15 - - 332

Due from the Republic of Croatia 61 14 244 653 629 1.601

Bonds of the Republic of Croatia - - 1 726 2.747 3.474

Fixed asset investments - - - - 38 38

Tangible and intangible fixed assets - - - 143 496 639

22..775522 332266 11..555566 33..336677 88..225500 1166..225511

LLiiaabbiilliittiieess

Deposits from other banks 145 2 - 75 - 222

Demand deposits from

other customers 3.604 - - - - 3.604

Savings and time deposits from

other depositors 64 609 695 1.266 1.253 3.887

Refinanced debt - 52 192 1.300 3.017 4.561

Other borrowed funds 138 32 63 512 765 1.510

Accrued interest payable 85 27 6 3 1 122

Other liabilities 133 145 - - - 278

Provisions for contingent liabilities and charges 3 4 3 - 248 258

44..117722 887711 995599 33..115566 55..228844 1144..444422

Net liquidity gap (1.420) (545) 597 211 2.966 1.809

in millions of HRK

The amounts of assets and liabilities analysed over the remaining period at 31 December 1997 to the 

contractual maturity date are as follows:
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11999988..  11999977..

interest and similar income 846 896

interest and similar expense (444) (519)

nneett  iinntteerreesstt  iinnccoommee 440022 337777

fee and commission income 308 226

fee and commission expense (43) (35)

nneett  ffeeee  aanndd  ccoommmmiissssiioonn  eexxppeennssee 226655 119911

net foreign exchange gains/(losses) 156 22

other operating income 37 68

ooppeerraattiinngg  iinnccoommee 886600 665588

bad and doubtful debt expense (net) (205) (208)

other operating expenses (536) (428)

pprrooffiitt  bbeeffoorree  ttaaxx 111199 2222

income tax expense - -

nneett  pprrooffiitt  aafftteerr  ttaaxx 111199 2222

Unconsolidated income statement

year ended 31 december 

iin millions of HRK

PBZ d.d. financial statements for the year ended 31. december 1998
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11999988..  11999977..

aasssseettss

cash and current accounts with other banks 175 378

balances with croatian national bank 1.126 577

placements with other banks 1.519 1.393

loans and advances to customers 7.435 6.044

assets held for resale 677 800

accrued interest and other assets 218 264

due from the republic of croatia 1.464 1.376

bonds of the republic of croatia 3.173 3.446

fixed assets investments 283 238

tangible and intangible fixed assets 471 484

ttoottaall  aasssseettss 1166..554411 1155..000000

lliiaabbiilliittiieess

deposits from other banks 267 218

demand deposits from other customers 3.200 3.162

savings and time deposits from 

other depositors 4.615 3.484

refinanced debt 4.277 4.561

other borrowed funds 1.660 1.420

accrued interest payable 111 103

other liabilities 175 118

provisions for contingent liabilities

and charges 433 248

total liabilities 14.738 13.314

sshhaarreehhoollddeerrss’’  eeqquuiittyy

share capital 1.666 1.666

treasury shares (8) (2)

reserves and retained profits 145

total equity 1.803 1.686

ttoottaall  lliiaabbiilliittiieess  aanndd  eeqquuiittyy 1166..554411 1155..000000

Unconsolidated Balance Sheet

as at 31 decemberin millions of HRK

PBZ d.d. financial statements for the year ended 31. december 1998
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Subsidiaries

Representative Offices

Head Office

RaËkoga 6, 10001 Zagreb, Croatia
Telefon: (01) 4550822;
Faks: (01) 4610447
Telefaks: 21120
Telegramska kartica:
PRIVREDNA BANKA ZAGREB
Swift: PBZG HR 2X

Regional Branches

42000 Varaædin42000 Varaædin
FranjevaËki trg 17
Telefon: (042) 211 219
Fax: (042) 55 240

44000 Sisak44000 Sisak
Ulica A. i S. RadiÊa 10
Telefon: (044) 524 286

(044) 521 063
(044) 523 047

Fax: (044) 524 327

53000 GospiÊ53000 GospiÊ
Trg Alojzija Stepinca bb
Telefon: (053) 572 200

(053) 572 278
(053) 572 201

Fax: (053) 572 234

44320 Kutina44320 Kutina
Kolodvorska 26
Telefon: (044) 682 771

(044) 682 772
(044) 682 775

Fax: (044) 682 779

35000 Slavonski Brod35000 Slavonski Brod
Trg pobjede 27
Telefon: (035) 443 455

(035) 442 292
Fax: (035) 442 455

21260 Imotski21260 Imotski
Trg Matice Hrvatske 1
Telefon: (021) 842 385

(021) 842 386
(021) 842 387

Fax: (021) 841 641

20355 Opuzen20355 Opuzen
Trg kralja Tomislava 15
Telefon: (020) 671 188
Fax: (020) 671 222

21000 Split21000 Split
Ulica slobode 7
Telefon: (021) 355 911

(021) 355 747
(021) 355 894

Fax: (021) 40 143

10310 IvaniÊ Grad10310 IvaniÊ Grad
©kolska 2
Telefon: (01) 2889 023

(01) 2889 024
(01) 2889 025

Fax: (01) 2889 027

31000 Osijek31000 Osijek
Kapucinska 25
Telefon: (031) 127 099

(031) 127 799
Fax: (031) 127 785

31550 Valpovo31550 Valpovo
Trg P. Kreπimira IV
Telefon: (031) 651 255
Fax: (031) 651 505

51000 Rijeka51000 Rijeka
Put Vele crikve
Telefon: (051) 213 440

(051) 215 025
Fax: (051) 336 027

20000 Dubrovnik20000 Dubrovnik
Put Ive VojnoviÊa 31
Telefon: (020) 413 667

(020) 413 670
Fax: (020) 432 574

47000 Karlovac47000 Karlovac
Domobranska 6
Telefon: (047) 615 699

(047) 615 703
Fax: (047) 615 704

Krapinsko-zagorska banka d.d.Krapinsko-zagorska banka d.d.
41230  Krapina
Magistratska ulica 3
Telefon: (049) 370772
Fax:              370771

London W1R 8DJLondon W1R 8DJ
Mitre House
177 Regent Street
Telefon: (171) 4373 288
Fax: (171) 2873 705

Laguna banka d.d.Laguna banka d.d.
52440 PoreË
Prvomajska 49
Telefon: (052) 451 344
Fax: (052) 451 320

8001 Zürich8001 Zürich
Löwenstraße 22
Telefon: (01) 2115 425
Fax: (01) 2115 424

Riadria banka d.d.Riadria banka d.d.
51 000 Rijeka
–ure ©porera 3
Telefon: (051) 339 111

(051) 336 550
Fax:                   24161

60313 Frankfurt/M60313 Frankfurt/M
Stiftstraße 14/II
Telefon: (069) 293 027
Fax: (069) 293 062

Principal Adresses
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