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IAS, audited
1999 1999 2000 2000

(million HUF) (thousand EURO) (million HUF) (thousand EURO)

Sales revenue 82,804 324,823 145,462 549,038

Operating profit 6,837 26,820 8,690 32,800

Profit before interests and tax (EBIT) 5,154 20,218 8,217 31,015

Depreciation 5,694 22,336 9,176 34,634

Net profit 8,234 32,300 77 291

Investments 34,380 134,866 7,743 29,225

Balance sheet total 129,691 508,752 136,029 513,433

Shareholders’ equity 77,463 303,872 87,067 328,629

Share capital 24,980 97,992 24,700 93,229

Main indicators

EPS – earning per share (HUF/share) 339.8 1.3 3.2 0.01

ROE – return on equity (%) 10.6 10.6 0.09 0.09

Gross margin (%) 23.9 23.9 15.4 15.4

Closing prices of shares on the

Budapest Stock Exchange

High 4,875 19.12 6,670 25.17

Low 2,120 8.31 3,180 12

As of December 31 4,820 18.9 4,600 17.4

Capitalisation

(on closing price as of December 31) 116,812 458,230 111,480 420,775

Other

Employees, average 3,304 2,587

Number of shares 24,841,315 24,820,001

Ordinary shares (par value HUF 1,010 each) 24,234,843 24,234,843

Employee shares (par value HUF 1,010 each) 606,472 585,158

Companies involved in the consolidation 12 19

Financial Highlights
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Dear Shareholders,

Another year – full of challenges and events – has

passed.  As in previous years, the challenges of 2000

were represented by unfavourable movements in the

petrochemical market. Unusually so far in the history

of the Hungarian capital market, the ownership struc-

ture of our company also changed significantly several

times.

The year 2000 was not an easy period for the petro-

chemical industry. Increases in prices of raw materi-

als (following the price rise of crude oil) were a con-

sistent feature of the year. Quoted prices of polymers

moved the opposite way, consequently our product

margins shrunk considerably by the end of the year.

TVK’s results were below the expectations, and this

was not due to polymer production but plastic pro-

cessing. We announced our new corporate strategy in

1999 with a promise to sell non-core activities that

were wasting TVK’s resources. This mainly concerned

plastic processing that has been struggling for some

years. In addition to the two foreign subsidiaries, we

formed separate subsidiaries from the plastic plants
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located in Tiszaújváros which had previously been in-

tegrated into TVK’s organisation. Although by the end

of 2000 the disposal of these units was not complet-

ed, we decided that these investments should be rep-

resented by their fair market value in TVK’s books.

More than ten billion forints had to be written down

due to the misplaced investment strategy of the pre-

vious years. Due to this painful but necessary step we

can present a balance sheet without any further po-

tential losses to our shareholders, a balance sheet

that fairly reflects the status of the company.

2000 has been memorable for the changes of owner-

ship structure. Due to these changes three

Extraordinary General Meetings of shareholders were

convened in addition to the Annual General Meeting.

The Magyar Olaj- és Gázipari Rt. (MOL Rt.) has held a

significant stake in TVK since September 1999, but

did not take an active role in TVK’s affairs until the

second half of 2000. However, as the other important

member of the Hungarian petrochemical industry,

BorsodChem Rt. purchased a major stake in TVK ra-

dical changes started in the industry which motivated

MOL Rt. to strengthen its shareholding position. At

the November Extraordinary General Meeting, share-

holders voted for those board members who were

mostly  proposed by the strategic investors. This tur-

moil and its speed were probably unusual. But I still

hope that the presence of a dedicated strategic in-

vestor with a long-term horizon will be a reassurance

for all shareholders.

We are going to face further challenges: TVK’s cost ef-

ficiency needs to be further improved; sales and mar-

ket positions must be strengthened; quality-driven

thinking should be enhanced in each segment of our

organisation. In addition to execution of daily busi-

ness activities, we have to ensure that strategic de-

velopment which supports the growth of the company

– and increases shareholder value – shall be com-

pleted. I am convinced that TVK has the ability and po-

tential to become the foremost polymer producer in

Central Europe.

As the Chairman of the Board, I assure you that we

will do our best in the future to increase shareholder

value and to ensure that TVK shares represent a

value investment for every shareholder.

Finally I would like to take the opportunity to thank all

of my colleagues for their commitment during this

eventful year.

Árpád Olvasó

Chairman of the Board
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Árpád OLVASÓ

Aged 42, Hungarian citizen, certified chemical engineer, MBA

Head of portfolio at MOL Rt.

Lász ló  NAGY

Aged 62, Hungarian citizen, certified chemical engineer,

special degree in petrochemical engineering, CEO of TVK Rt.

Michel  Marc DELCOMMUNE

Aged 53, Belgian citizen, certified chemical engineer, MBA 

CFO and Deputy CEO of MOL Rt.

I s tván ULRICH

Aged 48, Hungarian citizen, certified chemical engineer, economist

Head of Downstream Forum at MOL Rt.

Mark Wi l l iam HUDSON

Aged 47, UK citizen, economist

Independent advisor

Fred FAIZ

Aged 46, UK citizen, certified public auditor

President of Privatisation Strategy Consultants

Péter  SARKADI  NAGY

Aged 32, Hungarian citizen, economist

Senior advisor at the Business Development Division of MOL Rt.

Deceased on the 18th of February 2001.
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Dr. I lona BÁNHEGYI

Aged 32, Hungarian citizen, lawyer

Legal Director of MOL Rt.

Danie l  STEWART-ROBERTS

Aged 42, UK citizen, certified public auditor

Director of Financial and Tax Affaires at MOL Rt.

György  ZDEBORSKY

Aged 56, Hungarian citizen, economist

Chairman and CEO of CIB Central European International Bank Rt.

Resigned as of 31 January 2001.

Tamás MAGYAR

Aged 32, Hungarian citizen

Head of Services at Electric Supply and

Maintenance Department of TVK Rt.

I ld ikó  KEMÉNYNÉ ÚJVÁRI

Aged 47, Hungarian citizen

Senior quality controller at Polyethylene Laboratory of TVK Rt.
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Trading volume and price rate of TVK share with HUF

1,010 face value, fluctuated significantly in 2000,

partly due to tendencies of stock exchange trade,

partly due to events directly concerning the company.

In 2000, turnover in the cash market of the Budapest

Stock Exchange (BSE) decreased to HUF 8,513 bil-

lion, - almost the half of previous year’s turnover. The

equity market made up 80% of this. The equity volume

was 0.4% less than last year’s; weak performance of

the cash market can rather be explained by decreas-

ing demand for government bonds and T-bills. Total

capitalisation of the BSE lagged 5% behind 1999

closing figure, which can be attributed to the 18% de-

crease of equity capitalisation. In 2000, only one

company was newly listed in the Stock Exchange,

whereas eight companies were delisted. Equity capi-

talisation was also decreased by price falls.

*Source of quantitative data: Annual Report

of Budapest Stock Exchange 

The official BSE stock index, BUX fell by 11% com-

pared to end 1999. Significant falls occurred in May,

July and December due to artificial price regulation of

pharmaceuticals and MOL gas. Increase of US interest

rates influenced the index. The 2000 minimum of the

index was 6,684 points in December, while its maxi-

mum was 10,471 points as of March 10.

TVK’s share price decreased by almost 6% in 2000

compared to its HUF 4,820 level at the beginning of

January. The last closing price hass HUF 4,600 at the

end of December, 2000. The stock’s price fluctuated

significantly during the year, falling to a minimum of HUF

3,180 at the beginning of August and rising to a maxi-

mum of HUF 7,000 annual maximum on October 25.

The multi-step transformation of the ownership struc-

ture of the Hungarian chemical industry stands in the

background of this fluctuation. The first step of this

complex process was the acquisition of TVK shares

by BorsodChem Rt. Following the short-lived rise after

BorsodChem’s announcement, TVK share’s price de-

creased to its year 2000 low prior to the EGM initiated

by BorsodChem for August 29. The company’s owner-

ship structure changed again in September. After the

appearance of new investors at BorsodChem Rt., our

sector-peer sold part of its TVK stocks, 7% was pur-

chased by MOL Rt. increasing its stake in TVK first to
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27%, then with further transactions to 32.9%. As ex-

pected this significantly influenced exchange rates.

Prior to the announcement trading in securities of the

three companies involved in the transaction was sus-

pended for 4 days on the request of the issuers.

After the suspension, TVK’s share price – due to the

demand of other investors – soared due to the an-

nouncement of the acquisition by MOL and reached

its year 2000 high of HUF 6,670 prior to the EGM on

November 3. At the EGM, TVK Rt.’s Board of Directors

changed on MOL’s initiative. Following the EGM,

share price fell to HUF 5,500 and maintained approx-

imately this level during November. December the

share price returned to significantly lower year start

figures. Daily turnover of TVK shares decreased con-

tinuously: by the year end only 5,000-50,000 shares

per day changed hands as due to ownership changes

free float decreased below 19%. 
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TVK Share on the Budapest Stock Exchange

1999 2000

Number of shares 24,841,315 24,820,001

Closing prices (HUF)

High 4,875 6,670

Low 2,120 3,180

As of December 31 4,820 4,600

Market capitalisation (million HUF) 116,812 111,480

Annual turnover (million HUF) 697,007 359,509

Average daily turnover (million HUF) 1,410 728

P/E at year end 14.2 79.3



During 2000, the company’s ownership

structure changed significantly several

times. While in Q1 foreign institutional in-

vestors were in majority (52%), in May

due to the acquisition of a 28.5% thres-

hold by BorsodChem, Hungarian institu-

tional investors became dominant. With

BorsodChem a strategic investor became

TVK’s most important owner. The 30%

shareholding of domestic institutional in-

vestors as of June increased to almost

70% by the end of the year. This high rate

was a consequence of another change in the owner-

ship structure as of September. MOL Rt., our most im-

portant feedstock supplier has not only maintained its

shareholding purchased in September 1999, but (due

to the agreement between MOL Rt. and

BorsodChem Rt.) increased its stake in

TVK to nearly 33%. Following the transac-

tions BorsodChem’s stake in TVK de-

creased to 15%. Magyar Külkereskedelmi

Bank Rt. announced the acquisition of

7.9% stake in TVK in October. Amerwind

B.V., TVK’s 100% Dutch subsidiary un-

registered after having sold its 9.5%

shareholding to MOL Rt. in October,

based on an option agreement. Following

this transaction shareholding of foreign

institutional shareholders decreased to 19.7% of TVK

Rt. Milford Holding Ltd. (13.5%) and CE Oil and Gas

Beteiligung GmbH. (5.2%) represent this shareholder

group in TVK’s Share Register.
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Shareholders above 5% shareholding as of December 31, 2000

Shareholder Shareholding (%)

Magyar Olaj- és Gázipari Rt. 32.9

BorsodChem Rt. 15.0

Milford Holdings Ltd. 13.5

Magyar Külkereskedelmi Bank Rt. 7.9

CE OIL and GAS Beteiligung GmbH. 5.2
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Ownership Structure

Shareholder                       

Domestic Legal Entity 22.05 70.36

Foreign Legal Entity 59.82 19.86

Employees 2.42 0.90

Domestic Retail 5.19 0.34

Foreign Retail 0.02 0.00

Non registered shareholders 10.50 8.54

TOTAL 100.00 100.00

According to the Share Register

According to the Share Register

Shareholding

As of December 31, 2000 (%)

Shareholding

As of December 31, 1999 (%)



Tiszai Vegyi Kombinát as a petrochemical company

has a special importance both in the North-Eastern

region and in Hungary. 

The company has played an important role as em-

ployer, environmentalist, corporate citizen and owner

of the Leisure Centre in the city where it is located.

Since its establishment in 1953, TVK developed to-

gether with the city of Tiszaújváros.

Through its business relations, the company has

been linked to farther parts of the region as well.

Being an ethylene producer, TVK is an important sup-

plier of its sector peer in the region, BorsodChem.  

TVK also is a leading company at national level, being

the 12th biggest company in Hungary, in terms of

sales. As the sole polyolefin-producer, our company

supplies not only domestic plastic processing com-

panies, but also several Western- and Eastern-

European small- and middle-size companies. We ex-

port nearly 50% of our products to several countries

within Europe. 

The petrochemical operation, launched in 1970, has

today become TVK’s core activity. The cracker manu-

factures ethylene and propylene from naphtha and

gasoline bought mainly from MOL Rt. TVK – as an

integrated producer – converts most of the ethylene
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and propylene into polyethyle-

ne and polypropylene in its

own polymer plants. In the

capital-intensive polymer-in-

dustry, we could preserve our

competitiveness in Europe,

and a leading position in the

domestic market through con-

tinuous development. Our new

strategic targets also focus on

petrochemical developments.

Therefore in 2000, TVK Rt.

launched the preparation for the implementation of

the new strategy.  TVK wishes to focus on core acti-

vities, olefin- and polyolefin production, and to dis-

pose of its plastic processing subsidiaries, less im-

portant in TVK’s result, and decrease the profitability

of the company. The disposal of the plastic process-

ing subsidiaries will enable the redistribution of re-

sources towards the higher added value producing

core activities.  The first step of this procedure was

the spin off of the four internal plastic processing di-

visions into independent limited companies as of

April 1, 2000. This prepared for their disposal, which

is expected to be completed in 2001. 

Further strengthening of petrochemical activity was

guaranteed by the new PP plant, launched in Spring,

2000, and the preparation work for the strategic de-

velopment projects. The overall cost-efficiency pro-

gramme was also implemented in 2000, which will

significantly reduce TVK’s

costs in the medium term. 

The year 2000 was significant

in TVK’s history not only be-

cause of the new strategy and

cost efficiency programme.

TVK share has always played a

significant role on Budapest

Stock Exchange since its

issue in 1996.

Also the ownership structure – previously mainly

financial investors - changed in 2000. During this year

due to TVK’s geographical position, commercial rela-

tions and development possibilities, also domestic

strategic investors appeared among the owners.

In October 2000 the new organizational structure,

which reflects our strategic objectives, came into

force. Following the spin off of the former plastic pro-

cessing units, the remaining business units are now

given more attention. Olefin and polymer business

units are controlled directly by the CEO. The following

pages show the operating data of the two divisions

according to the Hungarian Accounting Standards,

that only slightly differs from IAS. Note that the divi-

sions’ operating results and EBITDA indicated here do

not consider the costs, expenditures and other in-

comes of central support units engaged in activities

other than services.

15

TVK – Annual Report – 2000



16

TVK – Annual Report – 2000

TVK Rt. plants

Plant Year of Commissioning Technology Capacity (kt/year)

Olefin 1975 LINDE 360

LDPE-1 1970 ICI 55

LDPE-2 1991 BASF 65

HDPE 1986 PHILLIPS 200

PP-2 1983 SUMITOMO 50

PP-3 1989 HIMONT 95

PP-4 1999 MONTELL 140



Olefin Business Unit

Tiszai Vegyi Kombinát’s Linde process olefin plant

was commissioned in 1975, replacing the first ethy-

lene plant, built in 1970. The cracker converts at-

mospheric gas-oil and naphtha into ethylene and

propylene. Conversion oil, hydrogen and various hydro-

carbon fractions are generated as by-products. Major

quantities of feedstock are provided by MOL Rt., which

also repurchases almost all by-products generated in

the thermal cracking.

Most of the ethylene and all propylene produced are

consumed by TVK’s polymer plants. As the sole do-

mestic ethylene manufacturer, our company supplies

feedstock to BorsodChem’s PVC plants. We augment

our own production with ethylene imported from

Ukrainian Oriana concern, although, due to recent ca-

pacity expansion of the ethylene cracker, the amount

of imported ethylene is decreasing. In 2000 it was

only 23.1 kt. 
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During 2000, we supplied 86.3 kt ethylene to

BorsodChem, 20 kt more than last year.

As a result of the 1999 cracker process intensifica-

tion, the olefin plant’s annual capacity increased to

360 kt from 320 kt on ethylene basis. Considering

propylene, the capacity expansion resulted in a rise to

185 kt from 160 kt per year. Based on actual pro-

duction, the previously estimated 350 kt annual ca-

pacity was increased by 10 kt. Feedstock yield and ca-

pacity utilisation also improved. In 2000, the cracker

produced 368 kt ethylene. The 68 kt increase com-

pared to last year was due to the 102% capacity utili-

sation of the cracker. The other contributor to this out-

standing result was, that – as opposed to 1999 –

there was no substantial cracker shut-down was

needed.

Despite increased output, no propylene was exported

this year, since – owing to the commissioning of the

new PP-4 plant – TVK’s processing capacity doubled.

Commercial production of the new plant started in

March 2000, as a consequence, the capacity of the

polypropylene plants totals 280 kt per year. The still

required propylene is partly provided by MOL Rt. 

The vast majority of isobutylene, benzene and motor

fuel by-products generated in thermal cracking is pur-

chased by MOL Rt. and used to manufacture MTBE

and benzene, as well as an additive to motor fuels.

Conversion oil is utilised by Tiszai Columbian Korom-

gyártó Kft. (CTK), a company neighbouring TVK as

a feedstock for carbon black production. TVK held a

40% stake in CTK until May 2000. Following the its

disposal, conversion oil supply between TVK and its

former subsidiary is settled in a long-term agreement.

Cracker sales – excluding internal consumption – dou-

bled year on year to HUF 35,053 million, explained

partly by the increase in ethylene prices, and partly by

increase of sales volume. Owing to discontinuation of

propylene export, sales originates from the domestic

market. 

Sales increase however could not offset the negative

effect of increase in quoted feedstock and fuels. This

is reflected in the HUF 10,756 million operating re-

sult, and the EBITDA of HUF 13,634 million.

18

TVK – Annual Report – 2000



Polymer Business Unit

In H1 2000, we combined polyethylene and polypropy-

lene business units into a single unit, to develop

operations and increase the efficiency of personnel.

Common sales, marketing, customer service and

R&D serves better the market.

Polyethylene

With the installation in 1970 of the first polyethylene

plant – based on the ethylene, produced in the crack-

er TVK became an integrated producer. The installa-

tion of the first ICI process LDPE plant was followed

by the commissioning of the BASF process LDPE-2 in

1991. The HDPE-plant, producing high density poly-

ethylene, was built in 1986 using PHILLIPS technolo-

gy. According to the international benchmarking by

our chemical advisor company, Chem Systems, the

plant is among the leaders. The LDPE plants with 55

and 65 kt capacity respectively, manufacture low-den-

sity films, injection moulding and blown moulding

grades, and white and colour master batches under

the trade name TIPOLEN. The pellets are used for

packaging and horticulture films, shrink and laminat-

ed films, small blown containers and injection mould-

ed products.

The 200 kt per year capacity HDPE plant produces

high- and middle-density polyethylene pellets for

films, tubes, cable coatings, blown-moulded and in-

jection-moulded products, extruded sheets and split

fibres. The products marketed as TIPELIN are mostly

used by the packaging industry, but besides various

films, blown containers, water and gas pipes can be

produced from HDPE pellets.

In 2000, LDPE plants ran at 90% capacity, 8% higher,

than in 1999. Capacity utilisation of the HDPE plant

was even higher, 96%, which represents a 11% rise

year on year.  This change is even more favourable

considering that in 2000, they are calculated on the

basis of 10 kt higher name plate capacity.

Steadier feedstock supply allowed higher capacity

utilisation of the polymer plants. Also, whereas a year-

before the process intensification of the cracker

required several weeks’ shut-down, in 2000, no sig-

nificant overhaul was needed.

In the HDPE plant, increased name plate capacity due

to introduction of the APC (advanced process control)
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system, and better capacity utilisation resulted in

31 kt rise in output. In 2000, a record amount (193 kt)

of HDPE pellets were produced. Considering LDPE,

108 kt of pellets were manufactured in 2000. We ex-

ported 79.5% of the HDPE-pellets and 62% of the

LDPE-pellets. Volume increase of domestic LDPE

sales was due to spinning off former internal con-

sumers (plastic processing business units) into limit-

ed companies in 2000. 

Our major target markets remained European count-

ries. Most of our exports were through TVK’s own

sales offices, in Austria, Germany, Italy and United

Kingdom.

Polyethylene sales amounted to HUF 65,414 million,

which exceeds last year’s sales by 60%. Of these, LDPE

sales contributed HUF 23,525 million, HDPE sales (HUF

41,889 million) to the total polyethylene figure.

20

TVK – Annual Report – 2000



Increase in polymer quoted prices explains HUF

6,917 million, the 9% volume increase HUF 1,387

million of increase in LDPE sales. Considering HDPE

this breakdown shows HUF 10,918 million and HUF

5,016 million respectively (19%).

Despite the rise in sales, operating profit of the poly-

ethylene product group decreased by HUF 261 million

compared to 1999 and amounted to HUF 6,353 mil-

lion. LDPE’s contribution was HUF 3,303 million,

HDPE’s HUF 3,040 million. The reason for this dec-

line is, that increase of polymer prices lagged behind

that of feedstock prices, and as a consequence pro-

duct margins decreased significantly. EBITDA of LDPE

product group was HUF 3,485 million, that of HDPE

was HUF 3,553 million. Polyethylene EBITDA was HUF

7,039 million, down by HUF 1,380 million compared

to 1999. 
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Polypropylene

Since spring 2000, besides our SUMITOMO process

plant, built in 1983 and the HIMONT process plant

commissioned in 1989, the most up-to-date MON-

TELL process polypropylene plant manufactures

TVK’s polypropylene products marketed as TIPPLEN.

The cost of the investment completed within only 20

months, fell within budget of HUF 23 billion. After

commissioning, the company’s polypropylene capaci-

ty increased from 200 kt to 280 kt. The three plants

produce homopolymers, block and random copoly-

mers for injection moulding, extrusion moulding and

casting, biaxially oriented films, raffia and monofila-

ment, fibres, and extrusion coating. These products

are used as raw material for pipes, extruded sheet

profiles, containers, banding tapes, fibrillated and

split fibres, woven bags, twines, ropes, injection

moulded household appliances, toys, car parts, pack-

aging materials, transparent cast, blown films and bi-

axially oriented films.

Capacity utilisation of polypropylene plants was 83%

in 2000, down from 1999 by 11%. Despite lower ca-

pacity utilisation, output increased from 134 kt to

231 kt year on year. As opposed to previous years,

our own propylene production could not fully supply

the 140 kt higher capacity. In 2000, therefore we dis-
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continued propylene export and purchased propylene

from external sources. In addition, PP-2 was run at a

reduced capacity utilisation due to limited feedstock

supply.

Owing to the commissioning of the new PP-technology

volume of domestic and export sales increased sig-

nificantly, by 50 and 94% respectively. Majority of the

increased output was sold in our traditional European

markets, mainly Germany, Austria, Italy, and United

Kingdom.

Polypropylene sales amounted HUF 40,105 million,

two and a half times more than sales in 1999.

Besides volume increase, price increase also played

an important role in the significant rise. Domestic

polypropylene price in USD was up by 16%, while USD

export prices rose by 25%.

Operating profit of polypropylene production was

down from HUF 1,974 million to 47 million. EBITDA

was HUF 3,118 million. The company accounted HUF

3,071 million depreciation in 2000.
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Consolidated
Subsidiaries

Activity

Established

Location

Registered capital 

TVK stake

Co-owner

Shareholders’

equity

Sales

Net profit

Book value

TVK

Italia S.r.I.

Sale of 

TVK products

in Italy

1994

Milan

ITL 40 million

100%

–

30

13,863

7

7

TVK

UK Ltd.

Sale of

TVK products

in the UK

1996

London

GBP 200,000 

100%

–

41

9,782

(20)

54

TVK Inter-Chemol

GmbH.

Sale of

TVK products

in Germany

1997

Frankfurt

DEM 1.2 million

51%

MG Chemiehandel

GmbH.

205

15,954

32

99

TVK

Austria GmbH.

Sale of

TVK products

in Austria

1998

Wiener Neustadt

ATS 500,000

51%

ITRACO GmbH.

121

4,846

57

5

Financial information about year 2000 (HUF million)
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Activity

Established

Location

Registered capital 

TVK stake

Co-owner

Shareholders’ equity

Sales

Net profit

Book value

TVK-MOL-Chem

S.a.r.l.

Sale of 

TVK products

in France

1997

Paris

FRF 500,000

50%

MOL

46

8,776

8

8

Inno-Comp

Kft.

Manufacturing

thermoplastic

compound products

1998

Tiszaújváros

HUF 822 million

69%

PCG Polyconsult A.G.

749

2,168

36

517 after HUF

49 million depreciation

Amerwind

B.V.

To assist in TVK’s

international financial

transactions

Acquired: December 1999

Amsterdam

NLG 200,000

100%

–

14,170

0

4,287

14,170

Activity

Established

Location

Registered capital 

TVK stake

Co-owner

Shareholders’ equity

Sales

Net profit

Book value

TVK

Ingatlankezelô Kft.

Maintening and

utilization of buildings

1998

Tiszaújváros

HUF 2,638 million

100%

–

2,682

364

26

2,651

TIPSZO Ipari és

Szolgáltató Kft.

Manufacturing lifting,

heating and air-conditioning

equipments

1996

Tiszaújváros

HUF 433 million

100%

–

319

436

(150)

231

TVK

Gépgyár Kft.

Maintainance

1994

Tiszaújváros

74%

–

7

976

(83)

–
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Activity

Established

Location

Registered capital 

TVK stake

Co-owner

Shareholders’ equity

Sales

Net profit

Book value

Biafol Kft.

Tiszaújváros

7,449

100%

–

7,815

6,121

366

5,797 after HUF

1,651 million depreciation

Flexofol Kft.

Plastic processing

Tiszaújváros

2,312

100%

–

1,799

1,304

(513)

745 after HUF

1,566 million depreciation

Helioplast Kft.

Tiszaújváros

502

100%

–

674

2,368

173

501

August 1999

Production and commercial operations started: April 1, 2000

Activity

Established

Location

Registered capital 

TVK stake

Co-owner

Shareholders’ equity

Sales

Net profit

Book value

Tisza-Form Kft.

August 1999

Production and

commercial operations

started: April 1, 2000

Tiszaújváros

HUF 537 million

100%

–

458

547

(80)

274 after HUF

263 million depreciation

Unterland A.G.

Plastic processing

Acquired:

December 1998

Kufstein, Austria

ATS 200 million 

74%

–

4,475

30,068

(3,210)

19 after HUF

7,268 million depreciation

Plastico S.A.

Acquired:

October 1997

Sepsiszentgyörgy,

Romania

ROL 25,019 million

91%

–

135

482

(6)

14 after HUF

572 million depreciation
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Activity

Established

Location

Registered capital 

TVK stake

Co-owner

Shareholders’ equity

Sales

Net profit

Book value

TVK Ecocenter Kft.

Recycling and utilization

of waste materials

1996

Tiszaújváros

HUF 550 million

91%

Private persons

364

11

(60)

363

TVK Remat Kft.

Recycling waste

and off-grade products

1996

Tiszaújváros

HUF 514 million

98.71%

–

504

471

1

507

Ecomissió Kft.

Handling communal

hazardous and other waste

1996

Tiszaújváros

HUF 734 million

91%

–

717

403

15

734



World market price trends have been unfavourable for petrochemical compa-

nies. The price increase of raw materials which started in 1999 got a new miss-

ing word in 2000. Despite interruptions in April and smaller ones in July and

October, the price of crude oil generally increased. The annual average price per

ton was 61% higher than in 1999. The rate of price increase for raw materials

was even higher: the price of naphtha rose by 58%, and gasoline by 86%.

Quoted polymer prices followed almost an opposite trend, therefore margins on

polymer products shrunk significantly. The increase in the polymer prices was

only fraction of the raw material price increase, indeed, polymer prices were fol-

lowing a downward path since September 1999.

This created a difficult situation for polymer producers worldwide in the over-

seas, Asia and Europe. Following the usual seasonal summer demand weak-

ness, in late 2000 demand did not subsequently recover. During the year the

return on investment decreased for every polymer product. Due to the fading

margins, and in order to harmonize demand and supply and stabilize prices se-

veral producers decreased production in the last two months of the year.
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Profit and Loss Account

In 2000, TVK Group sales increased by 54%, from

HUF 122,360 million to HUF 188,252 million. The in-

crease is explained by the increase of polymer sales,

as out of the Group’s HUF 66,222 million increase,

HUF 62,658 million was the parent company’s contri-

bution. The increase of sales from the core activity

was even higher, because in 1999 the plastic pro-

cessing units in Tiszaújváros contributed total annual

sales of HUF 8,590 million, but due to the spin off in

April, year 2000 figures include only their first quarter

sales of HUF 4,202 million.

Increase in volumes and prices both affected the growth

of sales. In 2000, the intensified cracker produced

68 kt, the LDPE plants 9 kt, the HDPE plant 31 kt and

the PP plants 92 kt more product than in 1999. 

The growth in production volumes was due to the in-

tensification of the Olefin plant in 1999 and the com-

missioning of a 140 kt/year capacity propylene plant

(PP-4).

Annual average quoted product prices also signifi-

cantly increased: expressed in DEM, domestic and ex-

port price increases of LDPE amounted to 7% and

18% respectively, that of HDPE 9% and 17%, and of

PP 16% and 25%. The 19% change in HUF/USD ex-

change rate also played an important role in the in-

crease. Price increases accounted for HUF 47,468

million (out of which HUF 12,362 million is due to the

change in exchange rate) while volume increases ac-

counted for HUF 15,190 million of the sales growth.
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TVK Rt.’s sales by Division (HUF million)

Domestic Sales Export Sales Total Sales

Petrochemical
products

Olefin 31,306 3,747 35,053

LDPE 9,737 13,788 23,525

HDPE 9,065 32,824 41,889

PP 15,319 24,786 40,105

Other 2,995 1,895 4,890

Total 68,422 77,040 145,462



Price increase however was not steady during the

year. Indeed, in the second half, polymer prices

declined. During Q4, LDPE was down by 26%, HDPE

by 22%, and PP by 9% compared to the same period

of 1999, and by 9%, 8% and 10% respectively com-

pared to Q3 2000.

Two thirds of the export sales were achieved through

TVK’s own foreign trade subsidiaries. Similarly to pre-

vious years, in 2000 the largest part of exported pro-

ducts was sold to Germany (24%), United Kingdom

(19%), Italy (16%), and Austria (8%).
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Factors affecting sales of TVK Rt. (HUF million)

Impact of Impact of Total changes

price changes volume changes compared to 1999

Olefin plant 15,574 2,936 18,510

LDPE 6,094 2,210 8,304

HDPE 10,919 5,015 15,934

PP 12,473 11,652 24,125

Export destinations of TVK Rt. products (HUF million)

1999 2000

Europe 38,793 68,566

Western Europe 35,873 65,484

Former socialist countries 2,920 3,082

Middle East 1,669 4,622

North America 834 3,082

Africa 417 770

Export sales total 41,713 77,040

The increase of sales was also due to increased

volumes and prices of the by-products from the Olefin

plant. By processing 914 kt naphtha and 178 kt gaso-

line, the cracker produced 368 kt of ethylene and 184 kt

of propylene. In addition to the core products, 305 kt

by-products were produced, the largest part of which

was sold to MOL Rt. Ethylene purchases from the

Ukrainian Oriana concern were down by 8 kt (25%) to-



talling 23 kt, while the ethylene sold to BorsodChem

was 30% up reaching 86 kt. These changes were pos-

sible because of the intensification of the cracker.

In 2000, consolidated TVK Group sales exceeded

that of the parent company by HUF 43,120 million. Of

the subsidiaries, the most significant were Unterland

A.G.’s contribution (HUF 30,068 million) and that of

the foreign trade subsidiaries.

Consolidated direct cost of sales amounted to HUF

160,533 million (up by 68%): out of this HUF

122,982 million was TVK Rt.’s cost. Although higher

production volumes required larger amounts of raw

materials, such a high growth was caused by the rise

of raw material market prices. This is reflected by the

fact that material cost, which has always been the de-

terminant factor in the cost structure of TVK Rt., rep-

resented 79% of the company’s total cost vs. 69%

year on year.

Due to the joint effect of the rise in quoted prices and

the devaluation of HUF, the price of naphtha pur-

chased from MOL (expressed in HUF) was up by 80%

and gasoline by 121% compared to 1999. 

Cost of energy rose by 21% from HUF 7,432 million to

HUF 8,978 million, labour cost by 8% from HUF 7,411

million to HUF 7,993 million, depreciation – due to the

important new assets activated in 1999 - by 61% from

HUF 5,694 million to HUF 9,176 million.

Consolidated gross profit was HUF 28,049 million

and TVK Rt.’s gross profit HUF 22,480 million, which

is HUF 1,168 million and HUF 2,636 million HUF res-

pectively higher than in 1999. The modest increase

was the consequence of raw material price increases

not being followed by polymer prices. 

Consolidated SG&A was HUF 22,697 million: only a

9% rise. The parent company’s SG&A costs increased

by 6% to HUF 13,790. The rate of cost increase was
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less than inflation, which was the result of a strict

cost-control policy at TVK Rt. and its subsidiaries on

the one hand, and on the other hand a relatively high

base caused by one-off costs in 1999. The results of

the cost efficiency programme were partially offset by

rebates which – due to higher prices and volumes –

were HUF 1,292 million more than in 1999. After the

parent company, the second largest contribution to

the Group SG&A was made by Unterland A.G. with a

total of HUF 6,120 million.

Reflecting the factors noted above, operating income

totalled HUF 8,690 million (corporate) and HUF 5,352

million (Group): a 27% increase and 11% decrease

respectively. Of the consolidated subsidiaries Unter-

land decreased operating income by HUF 4,526 mil-

lion and Flexofol Kft. by HUF 450 million, while Biafol

Kft. increased by HUF 540 million and Helioplast Kft.

by HUF 206 million.

Consolidated other income was HUF 3,159 million,

and Corporate other income HUF 3,252 million (HUF

812 million (35%) and HUF 1,845 million (131%)

increase respectively). A significant element of the in-

crease was the rise in sales of maintenance (HUF

943 million) and other services due to the spin-off of

the plastic processing units.

Consolidated other expenses totalled HUF 3,574 mil-

lion to which TVK Rt.’s contribution was HUF 3,725

million. Due to the spin-off of the plastic processing

units, expenses of maintenance and other services

increased by HUF 593 million.

In 2000, consolidated earnings before interest and

tax (EBIT) were HUF 4,937 million, and the corporate

figure was HUF 8,217 million. The EBITDA of TVK Rt.

reached HUF 17,393 million (60% increase). 

Under the heading "net financial income", interest in-

come and expenses, foreign exchange gains and loss-

es and income from disposal of investments are pre-

sented. The significant increase in financial income was

due to the disposal of several of TVK Rt.’s investments,-

most importantly TVK’s 40% stake in Columbian Tiszai

Koromgyár Kft. and 50% stake in Tiszatextil Kft.
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Interest expenses increased by HUF 1,211 million,

and foreign exchange losses by HUF 950 million.

Although the loans financing the capex investments

had already increased in 1999, this did not raise in-

terest expenditures because these were charged on

unfinished investments. Following the startup of the

new polypropylene plant and the intensified cracker,

interest expenditures of the syndicated loan are

shown under this category. 

In 2000, consolidated profit before tax and extraordi-

nary items amounted to HUF 8,260 million and the

corporate figure was HUF 12,730 million. On the

basis of the 1999 capital expenditures TVK enjoyed a

50% tax holiday in 2000.

Consolidated profit before extraordinary items was

down by 3% to HUF 6,872 million. TVK Rt. produced a

38% increase and made HUF 11,398 million profit be-

fore extraordinary items.*

The revision of the book value of subsidiaries was

completed in 2000. In preparation for disposal of the 

plastic processing units, TVK attempted to harmonize

the book values of the investments with the market

value. As a consequence, HUF 11,321 million had to

be written down from the parent company’s books.

After consolidation, HUF 6,490 million remained in

the consolidated P&L Account.

Consolidated net profit increased by HUF 1,069 mil-

lion due to the minority owners’ share in the loss of

subsidiaries to a total of HUF 1,451 million. TVK Rt.’s

net results were HUF 77 million. 

Balance Sheet

In 2000, total consolidated TVK Group assets

amounted to HUF 166,179 million (7.5% increase).

The value of long-term assets decreased by 15%,

from HUF 100,574 million to HUF 85,593 million.

Group cash soared from HUF 3,419 million to HUF

19,175 million. The most important element of this

increase was the disposal of the TVK shareholding

(2,350,664 shares) held by Amerwind in October

2000 at a 6,000 HUF/share.

Capacities – significantly increased compared to last

year – and the effects of raw material prices and final

products are reflected in the increase of working

capital.
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*In the 1998 business year TVK enjoyed a 50% tax holiday. This did

not increase net results in 1998 but – for accounting raisons – in

1999. Due to this fact, in 1999 profit before extraordinary items

was HUF 1,204 million higher than profit before tax.



Net value of receivables at Group level at end 2000

was HUF 26,992 million, to which TVK Rt. contributed

HUF 20,952 million. The 21% Group level increase is

due to the increase of sales volume. 

The value of TVK Group inventories amounted to HUF

19,614 million in 2000, exceeding 1999 by 12%. TVK

Rt.’s contribution to the HUF 2,033 million change in

inventories was HUF 952 million. The volume de-

crease of finished goods and goods in progress in-

ventory resulted in a HUF 492 million decline; the in-

crease of goods caused a HUF 2,783 million rise. The

value of purchased inventory declined by HUF 963 mil-

lion. Unterland A.G.’s inventory decreased the Group

figure by HUF 1,015 million.

Group accrued assets and other receivables declined

from HUF 7,285 million to HUF 6,878 million by 6%. 

Short-term investments by the parent company in-

creased by HUF 11.8 billion due to the reclassification

of the plastic processing units on sale. Items within

long term assets were regrouped because of changes

in the consolidation circle. Net value of tangible assets

was decreased by HUF 10,984 million (12%).  The pur-

chase of tangible assets associated with strategic in-

vestments increased this item by about HUF 5 billion,

and the subsidiaries consolidated for the first time

during this period (Ingatlankezelô Kft., InnoComp Kft.,

Ecomissió Kft., Ecocenter Kft., TVK Remat Kft., TVK

Austria GmbH.) together added HUF 3,642 million to

this item. Tiszatextil Kft., excluded from consolidation

following the disposal decreased net value of tangible

assets by HUF 1,450 million. 

Depreciation reduced this item by approximately  HUF

13 billion. Difference between the depreciation of the

plastics processing subsidiaries in line with expect-

ation sale price, and their shareholders’ equity was

HUF 6,490 million, which further decreased the net

value of tangible assets.

Net value of Group intangible assets increased from

HUF 1,141 million to HUF 3,072 million, a 169% in-

crease. The main components of this change were

the activation of the license of PP-4 plant, which

added HUF 2,422 million, and the goodwill deprecia-

tion at Unterland A.G. for the year 2000, which de-

creases net value by HUF 469 million.

Consolidated investments decreased by HUF 5,874

million (by 80%) compared to 1999, while the value of

TVK Rt.’s investments remained practically un-

changed.
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The decrease in the value of consolidated invest-

ments was caused by expansion of the consolidation

circle mentioned above.

Closing value of Group short term payables increased

by 34% to HUF 47,288 million during the period.

Group accounts payable was up from HUF 15,396 mil-

lion to HUF 17,028 million (11%).

The increase was largely affected by the increase in

raw material prices and TVK’s request for 30 day pay-

ment terms on invoices.

Short-term debts increased by HUF 13,051 million

(131%), because the Company reclassified instal-

ments due within one year from long-term debt to

short-term. Taking into account the uncertainty of fi-

nance former long-term debts of Unterland (HUF

6,460 million) were also reclassified.

Consolidated other short-term liabilities were HUF

7,271 million. The HUF 2,686 million (27%) decrease

at Group level was due to both the 51% (HUF 3,719

million) decrease in TVK Rt.’s liabilities, and the ef-

fect of consolidation. Unterland A.G.  contributed HUF

700 million to the consolidated data. Long-term

Group liabilities were down by 32%. 

The major reason for the decrease in long term debt

is that the Company relocated HUF 7,074 million –

the reimbursable part of the syndicated loan in the

next year - from long-term to short-term liabilities, and

the debt portfolio of Unterland was also relocated.

TVK Group’s shareholders’ equity rose by 21% to HUF

87,754 million. Net results – as described under the

P&L Account – decreased by HUF 1,830 million, and

profit reserve by HUF 3,281 million due to the net re-

sults in 1999. Capital reserve increased by HUF

11,393 million (314%) due to two elements:

• disposal of shares owned by Amerwind 

• the difference between  book value and face value

of these disposed shares.
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Registered capital rose by HUF 2,095 million at Group level. At corporate

level it fell by HUF 280 million because of the cancellation of employee

shares purchased back from employees. Following the disposal to a non-

group member buyer it was increased on corporate level by the total face

value of the disposed TVK shares, which was HUF 2,375 million.
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Capital expenditures in 2000 (HUF million)

CAPEX of investments and reconstructions

Total 7,743

Of which:

I.Strategic development

Polypropylene-4 4,093

Process control software 329

New Olefin-2 plant 115

Olefin process intensification 72

BOPP-3 supplementary works 6

II. Other developments

Production investments 934

Production supporting investments 704

Infrastructural investments 664

IT-development projects 454

Environmental protection investments 246

Safety developments 114

Training 12

In 2000 CAPEX at TVK totalled HUF 7,743 million. In the previous year CAPEX was extremely

high (HUF 34,380 million), due to three parallel capacity expansion projects. More than HUF

2 billion of 2000 CAPEX  was a result of overlapping costs of the polypropylene plant from

1999. Further HUF 1.9 billion was licence fee of operating the PP-4 plant.
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Environmental Protection

TVK’s Environmental Protection Policy sets objectives

of protection, responsible care and full compliance

with appropriate regulations.

Fulfillment of these objectives is supported by the

Environmental Control System, audited in 1997 ac-

cording to the MSZ EN ISO 14001 international stan-

dard. Due to efficient and successful operation over

the three years following the installation of the sys-

tem, re-audit in December 2000 was successful. 

In 2000, the Company continued to pay close atten-

tion to achieve environment-related goals. It spent

HUF 833 million on environmental projects, as shown

below:

Environmental expenditures in 2000

(million HUF)

Environmental protection investments  . . .243

Decontamination  . . . . . . . . . . . . . . . . . .206

Waste management  . . . . . . . . . . . . . . . .148

Water treatment . . . . . . . . . . . . . . . . . . .286

Water quality protection

Between 1983 and 1995, the Company progressive-

ly reduced its industrial water consumption. This did

not change significantly in past years.

The quality of treated water discharged into the River

Tisza and the Sajó-channel has for a number of years

met all regulatory requirements. Efficiency of water

treatment was improved further by modernization of

technology in 2000.
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Air quality protection

The Company also makes great efforts in the area of

air quality and to minimise environmental impacts. In

recent years, emission of air pollutants has been re-

duced by shut-down of outdated systems and mo-

dernization of production technologies. As a result, in

2000 no hazardous air pollutants were emitted. As

in previous years, no air-pollution fine was imposed in

2000.

Waste management

TVK puts a strong emphasis on the cost-efficient and

legally satisfactory management of dangerous

wastes. No dangerous waste penalty has been im-

posed for nearly two decades. In 2000, TVK estab-

lished a new area for final disposal of solid incinera-

tion waste, which ensures that the future disposal of

incineration wastes will continue to comply with regu-

lations for the foreseeable future.

Rehabilitation of contaminated

areas

In the early 1990’s TVK Rt. started to restore areas

contaminated mostly 20-30 years ago. TVK aims to

complete the overall recovery and full recultivation of

contaminated areas on its industrial site according to

the relevant regulations.

The Company’s commitment

towards the environment

It is in TVK’s interest, that in addition to minimizing

the effects to the environment arising from its opera-

tions, and improving its employees’ environmental

consciousness, it contributes to the industry’s and

the Hungarian economy’s environmental accomplish-

ments, and help to meet the terms of joining the EU

as soon as possible. The Company’s management is

committed to the environment, thus it will do every-

thing possible to further decrease the Company’s en-

vironmental effects, and eliminate the current envi-

ronmental problems.

Safety

TVK’s core activity is polymer production is only pos-

sible through operating plants in which fire and explo-

sion danger is extreme. As in previous years, our

Company has during 2000 made great efforts to pre-

vent dangerous situations. Three fires occurred

through the year, causing damage of HUF 200 million.

Compared to previous years (17 fires in 1997, 10 in

1998, 7 in 1999) the number has decreased signifi-

cantly. Among the Company’s objectives is to improve

the level of fire protection, thus decreasing the po-

tential danger to the Company’s operating units.

Besides strict observance of preventative measures

and fire-fighting instructions, a high level of fire-fight-

ing and protective equipment is critical, as is ensuring
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the operability of the equipments. Extension of fire-

protecting knowledge to a wider range of employees,

with higher-level and more practical training and in-

creased employee awareness to the constant pres-

ence of danger have all contributed to last year’s suc-

cess in fire protection. In addition, we updated TVK’s

fire-alarm system: from the most frequented areas

fire department can now be reached by direct line,

which helps to improve reaction time and information

transfer.

Whereas the value of safety investments was HUF

183 million in 1998 and HUF 143 million in 1999, it

increased to HUF 389 million in 2000.

Conditions of workers’ protection have improved com-

pared to 1999 and preceding years. One of the most

measurable indicators of workplace safety is the re-

duction in the number of accidents. Thanks to contin-

uous efforts towards creating a safe working environ-

ment, TVK’s accident frequency was significantly

lower than the national, industrial and European

chemical industry’s accident figures. While the 

number of accidents (with recovery time over three

days) to every one thousand workers was 10.4 in

1999, this indicator decreased to 7.3. To every 1000

physical workers 12.7 accidents like this happened

(this number was 16.9 in 1999). Training has a sig-

nificant role: the Company’s intends that its employ-

ees should have knowledge about accident circum-

stances, and should cooperate in preventing recur-

rencies.

The Safety organization operates in accordance with

the ISO 9001 quality assurance system. Employees

are regularly trained for appropriate use of technical

equipment. The Company, together with other large

companies of the region, operates a well-equipped,

quick and efficient fire department. 

Great emphasis will also be placed on safety in 2001,

as we would like to achieve further positive improve-

ments in work and fire safety, health protection and

technical control. Within this last area we will give

special attention to pipeline-control, diagnostic and

corrosion control. 
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Average number of employees decreased from 3,304

to 2,587. The main reason for this was on one hand

the headcount reduction programme complying with

the Board decision based on the headcount and cost

efficiency analysis, on the other hand spinning off of

the plastic processing business units into limited lia-

bility companies. The number of TVK Rt.’s employees

stood at 2,301 as of December 31, 2000. 

Besides inflation granted wage rise our wages policy

is based upon job values determined by the analyses

of specific positions, wages on the labour market and

individual performances. As a result of the implemen-

tation of this programme, wage bill totalled HUF

4,677 million and the average salary amounted to

HUF 1,765,524/person, 18.9% higher than in the

previous year. Average salary per person was also in-

creased due to the lay-off of lower qualified employ-

ees as a consequence of headcount reduction and

spinning off plastic processing subsidiaries. 

To implement a comprehensive compensation pro-

gramme, the Company introduced an optional fringe

benefit system, which enables the utilisation of HUF

260,000 per person.

The Company lays a special emphasis on recruiting

young specialists eligible for promotion to executive

positions. To implement this objective, we continued

to keep good relations with colleges and universities.

The Company helped a number of undergraduates

prepare their theses and do field practices in the high-

ly challenging industrial environment of TVK Rt.

According to our human strategy we supported train-

ings, human resource development to develop em-

ployees’ competencies and skills necessary for their

current and future jobs. We spent almost HUF 100

million on this purpose in 2000, which covered the

training costs of 2,400 employees.

In the frame of our the career planning system, our

graduated career starters can get familiar with the

Company’s departments and processes in a one-year

training program.

In line with our strategy and objectives the organisa-

tional, operation and management models of the

Company were adopted to the changed circum-

stances. This resulted a structure which enables the

company to concentrate on core activity, central con-

trol and flexibility. The new elements of the organisa-

tional and operation models are integrated into the

Corporate Statutes, decision competencies are in-

cluded in the List of Decision competencies.
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TVK set up its Quality Assurance Office in 1992 to en-

hance customers’ confidence, and preserve and en-

hance competitive position. To meet strategic goals,

the Company paid close attention to managing and

analyzing comments from buyers; visiting buyers and

reviewing their suggestions; to implement product up-

grades initiated by customers; to measure costumer

satisfaction. In order to meet these goals quality,

quality insurance systems, and quality conscious-

ness should be focused on. The high level of quality

insurance systems is confirmed by the auditory orga-

nization’s successful supervisory audits. 

In 1993, each production unit acquired ISO 9001

compliance, internationally acknowledged accredita-

tion of TÜV Rheinland Euroqua. ISO 9001-compliant

accreditations were gained in 1996 by Safety

Division, in 1997 by Technical Planning, and in 1998

by Information Technology and Investment divisions.

The Company took part in modifying of international

and national standards, remodeling ISO 9000, ISO

9001, and ISO 9004-2000 standards. In 1998, the

Company won the National Quality Reward in the large

company category. The Company keeps in mind that

well operating and continuously updated quality as-

surance systems ensure that market demands and

expectations are met.

The high level of costumer satisfaction, which were

very high in 2000 showed that our efforts were suc-

cessful. Medián, an independent market and public

opinion research company asked 191 buyers about

TVK’s activities. Compared to 1997, the average rate

of improvement was 34%. Most buyers thought that

TVK followed a good, stable, well-balanced and im-

proving practice.

The Company was able to preserve its place, com-

petitive position and appreciation even in times of in-

creasing prices, both on national and international

markets. Our objective is to continue this trend, to im-

prove costumer relationship by building a strong loy-

alty. To emphasize its attention to quality assurance,

TVK Rt. plans as to apply for the European Quality

Awards in the near future.

Quality Assurance









REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Shareholders of Tiszai Vegyi Kombinat Rt.

We have audited the accompanying consolidated balance sheets of Tiszai Vegyi Kombinat Rt. and subsidiaries

(the “Group”) as of 31 December 2000 and 1999, and the related consolidated statements of income, consoli-

dated changes in shareholders' equity and consolidated cash-flows for the years then ended. These consolidat-

ed financial statements are prepared in accordance with International Accounting Standards and are the res-

ponsibility of the Company's management. Our responsibility is to express an opinion on these financial state-

ments based on our audits. 

We conducted our audits 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 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 sig-

nificant estimates made by management, as well as evaluating the overall financial statement presentation. We

believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly the financial position of

Tiszai Vegyi Kombinat Rt. and subsidiaries as of 31 December 2000 and 1999, and the results of their opera-

tions and their cash-flows for the years then ended in accordance with International Accounting Standards. 

Arthur Andersen Kft. 

Budapest, Hungary 22 February 2001 
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A NEMZETKÖZI SZÁMVITELI SZABVÉNYOK SZERINT KÉSZÜLT
KONSZOLIDÁLT EREDMÉNYKIMUTATÁS 2000. ÉS 1999. DECEMBER 31.

(millió forint)

Notes 2000 1999
Current assets:

Cash 4 19,175 3,419
Receivables, net 5 26,992 22,354
Inventories 6 19,614 17,581
Prepayments and other current assets 7 6,878 7,285
Current investments 8 7,927 3,405

80,586 54,044

Long-term assets:
Tangible, net 10 80,575 91,559
Intangible, net 9 3,072 1,141
Long-term investments 11 1,432 7,306
Receivables 514 568

85,593 100,574

Total assets 166,179 154,618

Current liabilities:
Accounts payable 13 17,028 15,396
Short-term debt 14 22,989 9,938
Other current liabilities 15 7,271 9,957

47,288 35,291

Long-term liabilities:
Long-term debt 16 25,031 40,478
Deferred tax liabilities 29 1,331 1,672
Other long-term liabilities 17 3,265 2,083

29,627 44,233

Minority interest 1,510 2,439

Shareholders’ investment:
Share capital 18 24,700 22,605
Retained earnings 19 47,768 46,317
Capital reserves 15,022 3,629
Revaluation reserve 14 104
Translation difference 250 0

87,754 72,655

Total liabilities and shareholders’ investment 166,179 154,618

The accompanying notes are an integral part of these balance sheets.

CONSOLIDATED BALANCE SHEETS
AS OF 31 DECEMBER 2000 AND 1999
PREPARED IN ACCORDANCE WITH IAS

(in millions of HUF)
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Notes 2000 1999

Sales 20 188,582 122,360

Cost of sales 20 (160,533) (95,479)

Gross profit 20 28,049 26,881

Selling, general and
administrative expense 22 (22,697) (20,851)

Operating income 5,352 6,030

Other income 23 3,159 2,347

Other expense 24 (3,574) (3,711)

Income before financial income, net
and income tax 4,937 4,666

Financial income – net 25 3,323 1,000

Profit before tax 8,260 5,666

Income tax (expense) / allowance 31 (1,388) 1,404

Loss on discontinuance of plastics operations (6,490) 0

Income before minority interest 382 7,070

Minority interest 32 1,069 126

Net income 1,451 7,196

Earnings per share

Basic 30 65 HUF 323 HUF

Diluted 30 65 HUF 323 HUF

The accompanying notes are an integral part of these statements of income.

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED
31 DECEMBER 2000 AND 1999

PREPARED IN ACCORDANCE WITH IAS

(in millions of HUF)
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CONSOLIDATED STATEMENTS OF CASH-FLOW
FOR THE YEARS ENDED 31 DECEMBER 2000 AND 1999

PREPARED IN ACCORDANCE WITH IAS

(in millions of HUF)

2000 1999
CASH-FLOWS FROM OPERATING ACTIVITIES

Income before financial income, net and income taxes 4,937 4,666

Adjustments

Depreciation and amortization 13,096 8,304
Increase in receivables provision and write-offs 674 47
Unrealized exchange loss on foreign currency loans 1,201 431
Other non cash adjustments (1,064) 1,496
Income tax and tax allowance (1,388) 1,404
Minority interest 1,069 126

Operating cash-flows before working capital changes 18,525 16,474

Increase in inventory (2,234) (4,526)
Increase in trade receivables (5,249) (7,201)
Decrease in prepayments and other current assets 407 4,161
Increase in accounts payable 1,586 4,058
Increase/(Decrease) in other liabilities 1,229 (2,528)

Cash-flows due to changes in working capital (4,261) (6,036)

Net cash provided by operating activities 14,264 10,438

CASH-FLOWS FROM INVESTING ACTIVITIES

Acquisition of fixed assets (6,181) (37,037)
Disposal of fixed assets 340 85
Purchase of investments (36) (1,606)
Sale of investments 6,948 1,059
Interest received 1,092 1,156
Foreign exchange gain and other financial income 2,607 2,594
Sale/(Purchase) of securities, net (3,627) 14,795

Net cash used in investing activities 1,143 (18,954)

CASH-FLOWS FROM FINANCING ACTIVITIES

Repurchase of employee shares (279) 0
Sale of treasury stocks 13,768 0
Loan proceeds 26,028 33,917
Interest paid (3,277) (1,676)
Dividend paid (3,915) (5,322)
Foreign exchange loss and other financial expense (2,351) (1,6779
Loan principal repayments (29,625) (19,8129

Net cash provided by financing activities 349 5,430

Net increase/(decrease) in cash and cash equivalents 15,756 (3,086)

Cash and cash equivalents, at the beginning of the period 3,419 6,505

Cash and cash equivalents, at the end of the period 19,175 3,419

The accompanying notes are an integral part of these statements of cash-flows.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE YEARS ENDED 31 DECEMBER 2000 AND 1999

PREPARED IN ACCORDANCE WITH IAS

(in millions of HUF)

Share Retained Capital Revaluation Translation
capital earnings reserves reserves Difference

Balance as of 1 January 1999 25,084 43,028 4,933 104 –

Employee shares purchased (104) – – – –

Management share
purchase option – – 192 – – 

Treasury stock reclassified
as decrease in equity (2,375) – (1,496) – –

Differences due to consolidation – 8 –  –  –

Net income in 1999 – 7,196 – – –

Dividends for 1999 – (3,915) – – –

Balance as of 31 December 1999 22,605 46,317 3,629 104 0

Employee shares purchased (280) – – – –

Treasury stock sold
as increase in equity 2,375 – 1,496 – –

Gain on treasury stock
sold by Amerwind B.V. – – 9,897 – –

Reverse of revaluation
of Tiszatextil Kft. – – – (90) –

Foreign entities translation – – – – 250

Net income in 2000 – 1,451 – – –

Balance as of 31 December 2000 24,700 47,768 15,022 14 250  

The accompanying notes are an integral part of these statements of changes in shareholders’ equity
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Notes To The Consolidated Financial Statements
As of 31 December 2000 and 1999

(all amounts in millions of HUF, unless otherwise indicated)

1. Presentation of The Group Structure

1.a. Structure of TVK Group

The following is a summary of ownership shares and voting rights of entities belonging to Tiszai Vegyi Kombinát
Group (the “Group”) as of 31 December 2000:

Description Other owners TVK Group Minority Interest Consolidation method 

Ownership
Share Percentage

Parent Company 
Tiszai Vegyi Kombinát Rt. (See Note 18.) – –
Subsidiaries

Plastics subsidiaries

Unterland A.G. Beteiligungs und 74 26 Full consolidation
Investment GmbH.

Biafol Kft. 100 – Full consolidation

Flexofol Kft. 100 – Full consolidation

Plastico S.A. Employees of Plastico S.A. 91 9 Full consolidation
and private investors

HelioPlast Kft. 100 – Full consolidation
Tisza-Form Kft. 100 – Full consolidation  

Other subsidiaries

TVK Ingatlankezelô Kft. 100 – Full consolidation
Ecomissió Kft. 100 – Full consolidation
TVK Gépgyár Kft. 100 – Full consolidation
TVK Italia S.R.L. 100 – Full consolidation
TVK UK Ltd. 100 – Full consolidation
Amerwind B.V 100 – Full consolidation
TVK Ecocenter Kft. Interservice Group Kft., 99 1 Full consolidation

and private investors
TIPSZO Kft. Employees of TIPSZO Kft. 99 1 Full consolidation
TVK Remat Kft. Remat Kft. 99 1 Full consolidation
Inno-Comp Kft. PCG Polyconsult A.G. 69 31 Full consolidation
TVK Inter-Chemol GmbH. Metallgesellschaft GmbH. 51 49 Full consolidation
TVK Austria GmbH. Itraco GmbH. 51 49 Full consolidation

Joint Ventures

TVK-MOL-CHEM S.a.r.l. MOL-CHEM Kft. 50 50 Proportionate 

The ownership in the above companies generally corresponds to the voting rights and to the level of control
exercised by Tiszai Vegyi Kombinát Rt.

Notes To The Consolidated Financial Statements
As of 31 December 2000 and 1999

(all amounts in millions of HUF, unless otherwise indicated)



1.b. Background of consolidated companies:

Tiszai Vegyi Kombinát Rt.

Tiszai Vegyi Kombinát Vállalat (the “Vállalat”) was founded in 1961 as a state company. Effective 31 December

1991, Tiszai Vegyi Kombinát Részvénytársaság (“TVK Rt.”, “Parent Company” or “Company”) was incorporated.

TVK Rt. is the legal successor of the Vállalat, which was terminated as a result of its transformation as of 1

January 1992. 

As of 31 December 1995, the Company was 99.92% owned by the Hungarian State Privatization and Holding

Company (the “ÁPV Rt.”) and the remaining 0.08% was owned by local municipalities.

In 1996, the Company was privatized through offering shares owned by ÁPV Rt. to foreign and domestic institu-

tional and private investors. Following the privatization, the shares of the Company were listed on the Budapest

Stock Exchange and the Global Depositary Receipts (“GDRs”) representing the shares were listed on the London

Stock Exchange. As of 31 December 2000, the majority of the shares is owned by domestic and foreign institu-

tional investors.

The Company, headquartered in Tiszaújváros is engaged in the production of chemical raw materials including

ethylene, propylene and polymers of these products for both domestic and export markets. The legal address of

the Company is H-3581, Tiszaújváros, PO box 20.

PLASTICS SUBSIDIARIES

On 16 December 1999 the Board of Directors decided to dispose of the plastics companies and concentrate on

core operations. TVK commissioned an advisory firm to assist and manage the process. In the period from

November 2000 to February 2001 TVK received binding offers for all of the plastics companies.  Based on these

offers the estimated net selling price for the plastics operations is HUF 7,350 million and accordingly the carry-

ing value of these investments has been adjusted to reflect their recoverable value.  Management expects that

the sales transactions will be finalized in 2001 and the majority of cash proceeds from the sales are expected in

2001 as well. Accounting treatment of losses on disposal, disclosures of discontinued operations and potential

contingencies are presented in Notes 20 and 21. 

Unterland A.G.

During 1998, TVK Rt. acquired a 74% share in Unterland A.G. (Austria) as follows. TVK Rt. purchased a 24% share

in Unterland A.G., with its legal seat in Kufstein-Schaftenau and share capital of ATS 100 million. TVK Rt. also

acquired 100% ownership in Hamburger Holding (since renamed to TVK Holding) seated in Pitten which held a

50% share in Unterland A.G. In December 1998, TVK Rt. also committed to raise the reserves of the Holding by

ATS 219 million and transferred the cash in January 1999. In March 1999, the shareholders raised the regis-

tered capital of Unterland AG by ATS 100 million to ATS 200 million. Following this increase, TVK owns a total of

74% of Unterland A.G.’s shares comprising 49% shares direct and 25% indirect shareholding in the subsidiary.

Unterland A.G. produces and sells polypropylene and polyethylene clingfilm products, such as industrial stretch,

agristretch and films, carrier and other bags. 
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TVK intends to sell Unterland shares together with other plastic manufacturers. Based on the best binding offer

from a potential buyer the loss on discontinuance of plastics operation of HUF 2,471 million was recognised as

of 31 December 2000.

Biafol Kft.

Biafol Termelô és Kereskedelmi Kft. was founded on 23 August 1999. During 2000 TVK Rt. contributed fixed

assets amounted to HUF 7,445 million. The company began its manufacturing and commercial operation on

1 April 2000. The company is located in Tiszaújváros. Biafol Kft. manufactures plastic packaging material, plas-

tic foil, cubes, and other plastic and chemical products and sells these to wholesalers of chemical and other prod-

ucts. Based on the best binding offer from a potential buyer TVK Rt. accounted for the loss on discontinuance of

the operation amounting to HUF 1,918 million in the income statement for the year ended 31 December 2000.

Flexofol Kft.

Flexofol Termelô és Kereskedelmi Kft. was founded on 23 August 1999. During 2000 TVK Rt. contributed fixed

assets amounted to HUF 2,308 million. The company began its manufacturing and commercial operation on

1 April 2000. The company is located in Tiszaújváros. Flexofol Kft. manufactures and sells plastic packaging ma-

terial, plastic foil, and other plastic products. TVK Rt. accounted for the loss on discontinuance of the operation

amounting to HUF 1,054 million based on the best binding offer from a potential buyer for certain assets of

Flexofol Kft. After sale of these assets the company will be wind up.

Plastico S.A.

The Company bought a 67% share of the Romanian Plastico S.A. in October 1997. In 1998, TVK Rt. raised the

capital of its subsidiary by HUF 373 million in several installments and subsequently acquired additional shares

in Plastico S.A.  As a result, TVK Rt.’s share in Plastico S.A. increased to 91%. Plastico S.A. is located in

Sepsiszentgyörgy, Romania, and is engaged in manufacturing and selling of plastics products. Based on the best

binding offer from a potential buyer TVK Rt. accounted for the loss on discontinuance of the operation amount-

ing to HUF 412 million in the income statement for the year ended 31 December 2000. 

HelioPlast Kft.

HelioPlast Termelô és Kereskedelmi Kft. was founded on 23 August 1999. During 2000 TVK Rt. contributed fixed

assets amounted to HUF 498 million. The company began its producing and commercial operation on 1 April

2000. The company is located in Tiszaújváros. HelioPlast Kft. manufactures plastic packaging material, plastic

foil, cubes, and other plastic products and sells these to wholesalers of chemical and other products. Based on

the best binding offer from a potential buyer expect to sell HelioPlast Kft. at a gain which will be recorded in 2001

income statement.
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Tisza-Form Kft.

A Tisza-Form Termelô és Kereskedelmi Kft. was founded on 23 August 1999. During 2000 TVK Rt. contributed fixed

assets amounted to HUF 534 million. The company began its producing and commercial operation on 1 April 2000.

The company is located in Tiszaújváros. Tisza-Form Kft. manufactures plastic packaging material, plastic foil, cubes,

and other plastic products and sells these to wholesalers of chemical and other products. TVK Rt. accounted for

loss on discontinuance of the plastics operation amounted to HUF 184 million on the fixed assets based on the best

binding offer from a potential buyer in the income statement for the year ended 31 December 2000.

OTHER SUBSIDIARIES

TVK Ingatlankezelô Kft.

In May 1998, TVK Rt. established TVK Ingatlankezelô Kft. by contributing certain unutilized properties. The issued

capital of the company as of 31 December 1998 is HUF 2,638 million and is comprised of HUF 2,134 million of

contribution in kind and 504 million of cash contribution. The company is engaged in maintaining the buildings,

and managing their utilization through subletting the properties or otherwise utilizing them.

Ecomissió Kft.

TVK Égetômû Kft. was established in 1996 with registered capital of HUF 423 million, which was raised by HUF

311 million by TVK Rt. in 1997. The company processes hazardous and other waste materials. In 1998 its name

was changed to Ecomissió Kft.

TVK Gépgyár Kft. 

TVK Gépgyár Kft. was set up by TVK Rt. in 1994 with a share capital of HUF 437 million. It manufactures spare

parts and pressure-resistant elements and repairs equipment mainly for TVK Rt. In 1997, TVK Rt. sold TVK

Gépgyár Kft. to TIPSZO Kft., one of its subsidiaries, at a loss of HUF 134 million (eliminated on consolidation).

However, TVK Gépgyár Kft. is still fully consolidated as part of TVK Group.

TVK Italia S.R.L.

TVK Italia S.R.L. is a trading company seated in Milan, Italy, set up in 1994 by TVK Rt. and an Italian partner,

Cordusio SpA. The company purchases plastic raw materials on its own account from TVK Rt. and sells these in

Italy. In 1995, TVK Rt. acquired the remaining 40% ownership in TVK Italia S.R.L. and became the 100% owner

of the company.

TVK UK Ltd.

TVK UK Ltd. was established in 1996 by TVK Rt. with a residence in London. The issued capital was GBP

200,000. The company purchases polymers on its own account from TVK Rt. and sells these in the United

Kingdom.

Amerwind B.V.

In December 1999, TVK acquired Amerwind B.V. registered in the Netherlands. Amerwind B.V. is a 100% owned

subsidiary, which will carry out international acquisition activities on behalf of TVK. In 1999 Amerwind B.V.
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Notes To The Consolidated Financial Statements
As of 31 December 2000 and 1999

(all amounts in millions of HUF, unless otherwise indicated)

acquired shares of TVK and sold these shares in 2000 to MOL Rt. The sale of shares was recorded as an

increase in the share capital and capital reserves in the consolidated financial statements in 2000. The Company

is located in Amsterdam. 

TVK Ecocenter Kft.

TVK Ecocenter Kft. was established by TVK Rt., Interservice Group Kft. and Zuter Kft. (40%) and private individu-

als with initial issued capital of HUF 10 million. In April 1999, TVK purchased shares of Zuter Kft. for HUF 35 mil-

lion and increased its holding in this investment to 91%. In June 1999, TVK’s Board decided to raise the capital

of the company by HUF 540 million and TVK’s share increased to 99.83%. The company is located in Tiszaújváros.

Its main activities are recycling and utilization of waste materials.

TIPSZO Kft.

TVK Rt. formed TIPSZO Kft. in 1996. The owners raised the issued capital to HUF 433 million in 1997. The enti-

ty renders repair services and trades material transportation equipment, containers and cooling equipment.

TVK Remat Kft.

TVK Remat Kft. recycles waste and scrap materials resulting from TVK Rt.’s operations. TVK raised the capital of

the company by HUF 121 million in 1998, and HUF 345 million in 1999. TVK Rt.’s ownership share increased to

98.71% due to these increases. The residence of the company is Tiszaújváros.

Inno-Comp Kft.

In December 1998, TVK Rt. set up jointly with the Swiss-based PCG Polyconsult A.G., INNO-COMP Kft. with a cap-

ital of HUF 822 million. The company is seated in Tiszaújváros and will develop, produce and sell special ther-

moplastic compounds. TVK Rt. contributed in kind 266 million worth of assets and 300 million cash and obtained

69% ownership. 

TVK Inter-Chemol GmbH.

TVK InterChemol GmbH. was established in 1997, with a residence in Frankfurt am Main, by TVK Rt. and

Metallgesellschaft GmbH. (holding 49%) with share capital of DEM 1,200,000. The company purchases chemi-

cal products on its own account from TVK Rt. and sells these in Germany.

TVK MOL-CHEM S.a.r.l.

TVK-MOL-CHEM S.a.r.l. was established in 1997 by TVK Rt. and MOL Rt. Both company’s share is 50% with FRF

500,000 total capital. The residence of the company is in Paris. The company purchases chemical and plastic

products on its own account and sells these in France.

TVK Austria GmbH.

In December 1998, together with ITRACO GmbH., TVK Rt. set up TVK-Austria GmbH. with a capital of ATS

500,000. TVK Rt. holds 51% of the company seated in Wiener Neustadt. The company distributes TVK Rt. prod-

ucts in Austria.
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2. Basis of Presentation

The Company maintains its books and records in accordance with generally accepted accounting standards in

Hungary. The accompanying financial statements have been prepared primarily for use outside of Hungary and

reflect certain reclassifications and adjustments required to present them in accordance with International

Accounting Standards (“IAS”).

The effect of these adjustments to the net income of the Group for the year ended 31 December 2000 is as follows:

Year ended 

31 December 2000

Net income before dividends per TVK Rt. consolidated Hungarian statutory reporting 10,167

Adjustments:

Gain on sale of TVK Rt. treasury stock at Amerwind B.V. (9,897)

Accounting for finance leases* (625)

Adjustment to interest costs related to construction loan 268

Decrease of deferred tax liability of Unterland A.G. 342

Increase in environmental provision (590)

Amortization and write off Unterland A.G.’s goodwill (469)

Loss on discontinuance of plastics operations 1,111

Foreign exchange difference related to Unterland A.G. 385

Other (310)

Income before minority interest 382

Minority interest 1,069

Net income per the accompanying statements of income 1,451  

* Finance leases entered into before 1 January 1997 are accounted for as operational leases under Hungarian

Accounting Standards. Since the lease contracts have expired, only the depreciation of the related assets is

recorded as a charge to the accompanying income statement. 
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The effect of these adjustments to the net income of the Company for the year ended 31 December 1999 is as

follows:

Year ended 

31 December 1999

Net income before dividends per TVK Rt. consolidated Hungarian statutory reporting  6,417

Adjustments:

The 50 % tax holiday for 1998 1,354

Unterland A.G.’s statutory loss for 1999** (907)

Accounting for finance leases* (688)

Reversal of the write off of investment notes 356

Capitalization of the foreign currency loss related to construction loan 350

Decrease of deferred tax liability of Unterland A.G. 326

Increase in environmental accrual (282)

Gain on treasury shares sold in the framework of management

share purchase option (192)

Unterland A.G.’s goodwill amortization (117)

Other 579

Net income per the accompanying statements of income 7,196

* Finance leases entered into before 1 January 1997 are accounted for as operational leases under Hungarian

Accounting Standards. Since the lease contracts have expired, only the depreciation of the related assets is

recorded as a charge to the income statement. 

** Unterland A.G. was consolidated from 1 January 1999 in the financial statements according to IAS and from

31 December 1999 in the statutory consolidated financial statements. Therefore, the statutory loss of Unterland

A.G. for 1999 decreases the negative goodwill arising on consolidation of Unterland A.G. under Hungarian

Accounting Standards as of 31 December 1999. 



3. Significant Accounting Policies

Consolidation

The Consolidated financial statements of the Group include TVK Rt. and all the companies it controls. This con-

trol is normally evidenced when the Group owns, either directly or indirectly, more than 50% of the voting rights

of a company’s share capital and is able to govern the financial and operating rights of an enterprise so as to

benefit from its activities. The equity and net income attributable to minority shareholder’s interest are shown

separately in the balance sheets and income statements respectively.

The Parent company has significant (greater than 20%) ownership in certain companies (see Note 11.). These in-

vestments have been accounted for in accordance with the equity method whereby the investment is recorded at

the Parent’s ownership percentage of the net assets of the investment.

Goodwill

The excess of the cost of acquisition over the Company’s interest in the fair value of the net identifiable assets

acquired as at the date of the exchange transaction is recorded as goodwill and recognized as an asset in the

balance sheet. Goodwill is amortized on a straight-line basis over its useful life. Goodwill was fully written off as

of 31 December 2000. See Note 9.

Intercompany transactions

All material intercompany transactions have been eliminated from the consolidated financial statements.

Impact of inflation

IAS requires the restatement of financial statements in terms of current monetary units if hyper inflationary con-

ditions exist in an economy. IAS defines hyperinflation in relation to various criteria, one of which is that the cu-

mulative inflation over the preceding three years should exceed 100%. The inflation rate based on the Hungarian

consumer price index was 18%, 14%, 10% and 9.8% for the years ended December 31, 1997, December 31,

1998, December 31, 1999 and December 31, 2000 respectively, resulting in a three-year cumulative rate of 48%

in 1999 and 38% in 2000.  Accordingly, the accompanying financial statements are presented in local currency.

Nevertheless, the effect of inflation is significant and should be taken into account in assessing the performance

of the Group.

Foreign currency transactions

The reporting currency of the Parent Company is the Hungarian Forint (HUF), in which the accompanying consoli-

dated financial statements are presented. Any gains or losses arising from a change in exchange rates from the
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date of the transaction to the applicable year-end rate for settled and unsettled foreign currency transactions are

recorded in the accompanying consolidated statements of income in net financial income (see Note 25.).

Foreign operations

Where the operations of a foreign company are integral to the operations of the Company, the translation

principles are applied as if the transactions of the foreign operation had been those of the Company, i.e. foreign

currency monetary items are translated using closing rate, non monetary items are translated using the histori-

cal rate as of the date of acquisition. Income and expense items are translated at the exchange rates in place

on the dates of the transactions. Resulting exchange differences are recognized in the income statement during

the year.

Foreign entities

Some of the foreign entities e.g. Unterland AG. are regarded as foreign entities since they are financially, eco-

nomically and organizationally authonomous. Their reporting currencies are the respective local currencies.

Financial statements of foreign consolidated subsidiaries are translated at year-end exchange rates with respect

to the balance sheet, and at exchange rates at the dates of the transactions with respect to the income state-

ment. All resulting translation differences are included in a translation reserve in equity.

Revenue and expense recognition

Revenue is recognized when goods are delivered or services rendered and performance is accepted by the cus-

tomer. Expenses are recognized on an accrual basis. 

Tangible fixed assets

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment

loss. When assets are sold or retired, their cost and accumulated depreciation are eliminated from the accounts

and any gain or loss resulting from their disposal is included in the income statement. 

The initial cost of property, plant and equipment comprises its purchase price, including import duties and non-

refundable purchase taxes and directly attributable costs of bringing the asset to its working condition and loca-

tion for its intended use and overheads directly attributable to the asset under construction. Interest and other

expenses related to loans obtained for financing fixed assets construction are capitalized in the cost of the

related assets until the assets are ready for their intended use.

Depreciation is calculated using the straight-line method at rates calculated to write off the gross book value of

the assets over their estimated economic useful lives. On 31 December 1994, the Company assessed the

remaining life of the leased plants at 10 years. The following table presents a summary of the estimated useful

lives.



Buildings and infrastructure 10-50 years

Production machinery and equipment 7-15 years

Office and computer equipment 3-10 years

Leased plants 10 years Vehicles 5-10 years  

Leased plants include PP-3 and PE-3. These leasing contracts have expired as of 31 December 1997.

Borrowing costs

Borrowing costs generally are expensed as incurred. Borrowing costs are capitalized if they are directly attribut-

able to the acquisition, construction or production of a qualifying asset. Foreign currency loss considered part of

the interest cost of construction loans is also capitalized.  Capitalization of borrowing costs commences when

the activities to prepare the asset are in progress and expenditures and borrowing costs are being incurred.

Borrowing costs are capitalized until the assets are ready for their intended use.

Impairment of assets

Property, plant and equipment and intangible assets are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount of an asset may not be recoverable.  Whenever the carrying

amount of an asset exceeds its recoverable amount, an impairment loss is recognized in income.  The recover-

able amount is the higher of an asset’s net selling price and value in use. The net selling price is the amount ob-

tainable from the sale of an asset in an arm’s length transaction while value in use is the present value of esti-

mated future cash-flows expected to arise from the continuing use of an asset and from its disposal at the end

of its useful life.

Intangibles

Intangible assets are recognized if it is probable that the future economic benefits that are attributable to the

asset will flow to the enterprise; and the cost of the asset can be measured reliably.  Intangible assets are record-

ed at cost less accumulated amortization. Amortization is provided over the estimated useful lives of the assets

using the straight-line method for both financial reporting and tax purposes.

Receivables

Receivables are stated at face value, after provision for doubtful accounts.

Inventories

Inventories are stated at the lower of historical cost or net realizable value. The historical cost of purchased in-

ventory is determined using a weighted average cost formula. Self-manufactured inventory includes production-

related overhead costs. Obsolete and slow-moving inventories identified by management have been written off in

the relevant period.
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Investments

Long-term and current investments in associated companies are accounted for under the equity method as des-

cribed above. Investments are assessed for impairment at each reporting period end. Other long-term invest-

ments are carried at cost less any impairment.

Current investments include also securities that are traded in liquid markets, are held for the purpose of invest-

ing in liquid funds and are generally not intended to be retained on a long-term basis.  Marketable securities are

stated at the lower of aggregate cost and market value. 

Treasury Stock

Treasury stocks are recorded in the accompanying financial statements as reductions of share capital and capi-

tal reserves.  On sale of treasury sales the nominal value of the shares increases the share capital and excess

over nominal increases capital reserves.

When the Company settled the management share option using treasury stock, the difference between the his-

torical book value of treasury stocks and consideration received from management was charged to reserves in

1999.

Cash and Cash Equivalents

Cash includes cash on hand and cash with banks.  Cash equivalents represent securities with a maturity of three

months or less from the date of acquisition.

Deferred tax

Deferred taxes are calculated using the balance sheet liability method. Deferred income taxes reflect the net tax

effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting pur-

poses and the amounts used for income tax purposes. Deferred tax assets and liabilities are measured using

the tax rates expected to apply to taxable income in the years in which those temporary differences are expect-

ed to be recovered or settled. The measurement of deferred tax liabilities and deferred tax assets reflects the tax

consequences that would follow from the manner in which the Group expects, at the balance sheet date, to re-

cover or settle the carrying amount of its assets and liabilities. 

Deferred tax assets are recognized when it is probable that sufficient taxable profits will be available against

which the deferred tax assets can be utilized. At each balance sheet date, the Group re-assesses unrecognized

deferred tax assets and the carrying amount of deferred tax assets. The Group recognizes a previously unrecog-

nized deferred tax asset to the extent that it has become probable that future taxable profit will allow the deferred

tax asset to be recovered. The Group conversely reduces the carrying amount of a deferred tax asset to the ex-

tent that it is no longer probable that sufficient taxable profit will be available to allow the benefit of part or all of

that deferred tax asset to be utilized. 
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Provisions

A provision is recognized when, and only when the Company has a present obligation (legal or constructive) as a

result of past event and it is probable that the outflow of resources embodying economic benefits will be required

to settle the obligation, and a reliable estimate can be made of the amount of the obligation. Provisions are re-

viewed at each balance sheet date and adjusted to reflect the current estimate.

A restructuring provision includes only the direct expenditures arising from the restructuring that are both neces-

sarily entailed by the restructuring and not associated with the ongoing activities of the enterprise.

Segments

For management purposes the Group is organized into five major operating businesses. The divisions are the

basis upon which the Group reports its primary segment information. These segments are vertically integrated

and output of one segment serves as raw material for the next segment (majority of Olefin production goes to raw

material to Polypropylene and Polyethylene production which produce material for the Plastics operations).

Management information in Note 20 includes only sales and cost of sales of deliveries to third parties and no in-

tragroup sales are presented.

Financial information on business and geographical segments is presented in Note 20. 

Discontinuing operations

The Board of Directors approved a plan to discontinue plastics operations as part of the Group strategy to con-

centrate on core business. The Company received binding offers for the plastics companies and transactions will

be finalized in 2001. The plastics companies are fully consolidated as of 31 December 2000.

IAS 36 -Impairment of assets stipulates that impairment loss for a cash generating unit is recognized as de-

scribed first against the goodwill on acquisition and then against all other assets of the unit on a pro-rata basis. 

IAS 35 – Discontinuing operations requires that the Company discloses the:

• carrying amounts, as of the balance sheet date, of the total assets and liabilities to be disposed of

• the amounts of revenue, expenses, pre-tax profit or loss from ordinary activities attributable to the discontinu-

ing operation during the current  financial reporting period and 

• the amounts of cash-flows attributable to the operating, investing, and financing activities of the discontinuing

operation  during the current financial reporting period.

As described in Note 1. TVK plastics manufacturing divisions (Biafol, Flexofol, HelioPlast, Tisza-Form) were spun

off as separate legal entities on 1 April 2000 (the Hungarian Plastics companies). Due to this there is no com-

parable balance sheet information for 1999 in respect of liabilities and own capital and accordingly no meaning-

ful cash-flow for the discontinued operations can be produced. TVK is vertically integrated company and plastics

divisions raw materials are supplied by the polyethylene and polypropylene divisions. 1999 sales and cost of

sales are based on pro-forma management information. 2000 sales and cost of sales are based on actual data



63

Notes To The Consolidated Financial Statements
As of 31 December 2000 and 1999

(all amounts in millions of HUF, unless otherwise indicated)

for the period 1 April through 31 December 2000 and pro-forma information for the former TVK divisions for the

period 1 January through 31 March 2000.

The income and expenses of the plastics operations presented in Note 21 include the income and expenses of

the respective plastics divisions from 1 January 2000 through 1 April 2000 and the  income and expenses of the

spun out companies from 1 April through 31 December 2000 together with the the income and expenses of

Unterland A.G. and Plastico S.A for the year ended 31 December 2000.

Financial Instruments

Financial assets and financial liabilities carried on the balance sheet include cash and cash equivalent, mar-

ketable securities, trade and other receivables and payables, long-term receivables and loans. 

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual

arrangement. Interest, gains and losses relating to financial instrument classified as a liability are reported as

expense or income. Distributions to holders of financial instruments classified as equity are charged directly to

equity.

Contingencies

Contingent assets are not recognized in the financial statements but disclosed when the inflow of economic bene-

fits is probable.

Cash-flow

Material non-cash transactions have been eliminated from the accompanying consolidated cash-flow statement

prepared according to IAS.

Subsequent events

Post-year-end events that provide additional information about the Group’s position at the balance sheet date are

reflected in the financial statements. Post-year-end events that are not adjusting events are disclosed in the

notes when material.

Changes in presentation or classification of items in the financial statements

Certain reclassifications have been made to the 1999 other income and expenses and to financial income in

order to present 2000 and 1999 data in a comparable format. These changes do not impact the operating or net

income for 1999.



4. Cash

Cash consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December

Bank deposits 18,987* 2,877

Petty-cash 188* 542  

Total 19,175* 3,419  

* Amerwind’s bank deposits are HUF 14,104 due to proceeds from sale of TVK shares.

5. Receivables, Net

Current receivables consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December

Foreign trade receivables 20,220 21,668

Domestic trade receivables 8,728 2 053

28,948 23,721

Less: Allowance for doubtful receivables (1,956) (1,367)

Total 26,992 22,354

In evaluating the adequacy of the allowance for doubtful accounts, management estimated the amount of po-

tential risk of loss for significant customers having liquidity problems. Historical bad debt write-offs and the esti-

mated effects of current economic conditions are also considered. In the opinion of management, the level of al-

lowance for doubtful accounts as of 31 December 2000 is adequate to cover expected losses.

Foreign trade receivables are primarily in DEM and USD are recorded at the exchange rate as of 31 December

2000 and 1999 accordingly. The resulting gain or loss is included in Financial Income net (see Note 25.) in the

accompanying consolidated statements of income.
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6. Inventories

Inventories consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December 

Finished goods 14,244 11,115

Raw materials 5,443 6,570

19,687 17,685

Less: allowance for obsolete

and slow-moving inventories (73) (104)  

Total 19,614 17,581  

Management believes that the level of provision as of 31 December 2000 is sufficient to absorb potential future

losses.

As of 31 December 2000, no inventory owned by the Parent Company was pledged for loans.
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7. Prepayments and Other Current Assets, Net

Prepayments and other current assets consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December 

Receivable from sale of securities* 2,502 0

VAT and other taxes recoverable 1,476 1,352

Receivable for investment

with Quantum Broker Rt. 601 633

Import VAT reclaimable 461 218

Quantity discount, Unterland A.G. 456 401

Interest and dividend receivable 377 374

Loans to other entities 144 242

Prepayments to suppliers 34 1,986

Refundable income tax 0 1,999

Deferred tax 0 98

Other** 1,701 615

7,752 7,918

Less: Provision for receivables*** (874) (633)

Total 6,878 7,285  

* The value of receivable was collected on 15 January 2001 in fully.

** As of 31 December 2000 the balance includes HUF 522 million as receivables of TVK subsidiaries from the

relevant tax authorities.

*** The balances represent receivable for HUF 601 million cash transferred to Quantum Broker Rt. for invest-

ment in discount treasury bills and the related provision. (See Note 29.2.). HUF 142 million is provision for loan

to Pohárgyártó Kft. and the remaining HUF 131 million is related to provision for interest on TVK loan to Plastico

S. A.
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8. Current Investments

Current investments consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December

MNB Bonds* 4,987 0

Discount Treasury Bills* 1,502 1,110

State Bonds* 1,102 1,693

CIB Bonds 282 500

Budapest Bank Investment Fund 0 22

Other shares 49 65

Other 5 15

Total 7,927 3,405

* Investments guaranteed by the State of Hungary.

Depending upon maturity, MNB bonds’, Discount Treasury Bills’ and State Bonds’ yields are 0.5-1.5 points above

inflation rate (consumer price index is 9.8% for 2000).
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9. Intangible Fixed Assets, Net

The following is a summary of the Group’s intangible assets as of 31 December 1999 and 2000:

Rights Goodwill      Intellectual Capitalized Total

representing properties development

money cost

GROSS VALUE 

Balance as of

31 December 1999 212 586 1,034 0 1,832

ACCUMULATED AMORTIZATION

Balance as of

31 December 1999 (138) (117) (436) 0 (691)

NET VALUE

1999. december 31-én 74 469 598 0 1,141

GROSS VALUE

Balance as of

31 December 2000 209 586 3,934 132 4,861

ACCUMULATED AMORTIZATION

Balance as of

31 December 2000 (203) (234) (1,000) 0 (1,437)

Impairment on goodwill 0 (352) 0 0 (352)

NET VALUE

31 December 2000 6 0 2,934 132 3,072

Goodwill as of 31 December 1999 derived from the acquisition of Unterland A.G. The goodwill was planned to be

amortized over 5 years using the straight-line method in the accompanying financial statements. In 2000 the

goodwill is devalued to zero value based on the expected sale of investment in Unterland A.G.

As of 31 December 2000 intellectual properties include HUF 2.4 billion capitalized cost of PP-IV license acquired

in 2000. The license is amortized on a straight-line basis over the useful life of 7 years.
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10. Tangible Fixed Assets, Net

Tangible fixed assets consisted of the following as of 31 December 1999 and 2000:

Land and       Technical equipment Other Total

buildings and machinery 

GROSS VALUE

Closing balance as of

31 December 1999 31,107 73,959 27,860 132,926

ACCUMULATED DEPRECIATION

Closing balance as of

31 December 1999 (5,867) (30,026) (5,474) (41,367)

NET BOOK VALUE 

as of 31 December 1999 25,240 43,933 22,386 91,559

GROSS VALUE

Closing balance as of

31 December 2000 33,821 88,267 9,571 131,659

CCUMULATED DEPRECIATION

Closing balance as of

31 December 2000 (5,416) (33,451) (6,179) (45,046)

Impairment* 0 (6,038) 0 (6,038)

NET BOOK VALUE*

as of 31 December 2000 28,405 48,778 3,392 80,575

* As of 31 December 2000 net book value of fixed assets include HUF 21,300 million of fixed assets related to

the discontinuing Plastics operation.

Fixed assets leased under finance leases are included in technical equipment and machinery. These assets re-

late to the polyethylene plant (“PE-3”), the polypropylene plant (“PP-3”) have a gross value of HUF 7,050 million

and net book value of 1,820 as of 31 December 2000. 

In December 1999, the Company put into operations the auxiliary facilities to plant PP-4 which represent HUF 4

billion of construction and equipment, the manufacturing assets of the new plant amounted to HUF 21 billion was

put into use in 2000.

Other fixed assets include construction-in-progress, capital spares and welfare assets. Capital spares included

in other fixed assets are presented net of the related provision for obsolescence and excess items of HUF 459

million as of 31 December 2000. 

As of 31 December 2000, no fixed assets of the Parent Company were pledged for loans.
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11. Long-Term investments

Long-term investments consisted of the following as of 31 December 2000 and 1999:

Share  Net book value

Share December 31 December 31

(%) 2000 1999

Subsidiaries:

TVK Gépszerelô Kft. 100.0 300 300

TVK Automatika Kft. 51.0 178 178

TVK Pohárgyártó Kft. 96.2 131 156

TVK HIX Kft. 99.8 110 110

TVK Polisec Kft. 100.0 29 46

TVK MED Egészségügyi Kft. 100.0 18 18

TVK-Polska Sp.Z.o.o. 52.5 4 4

Tiszachem Kft. 100.0 3 -***

TVK Ingatlankezelô Kft. 100.0 0** 2 638

Ecomissió Kft. 100.0 0** 734

Inno-Comp Kft. 69.0 0** 566

TVK Remat Kft. 98.7 0** 507

TVK Ecocenter Kft. 99.8 0** 430

TVK PlastTmk Kft. 99.6 0** 144

ÖKO-PARK Kft. 71.6 0** 14

TVK Austria GmbH. 51.0 0** 5

Other 35 110  

Associated companies:

Geo-Tipptex Kft. 25.1 298 298

VIBA-TVK Kft. 40.0 102 53

Tiszai Hulladékégetô Kft. 49.9 13 13

Columbian Tiszai Carbon Kft. 40.0 0** 776

TP BOX Kft. 47.0 0** 23

Other 0 3

Long-term securities: 

State bonds 211 180

Total 1,432 7,306

* The subsidiaries are fully consolidated in 2000

** The entities were sold during 2000.

*** Tiszachem Kft. was consolidated in 1999 as opposed to 2000.
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Subsidiaries: 

TVK Gépszerelô Kft. was established by TVK Rt. with HUF 300 million capital, and a residence in Tiszaújváros. In

2000 TVK Rt. purchased the interests of minority shareholders on nominal value, therefore the net book value of

the investment is HUF 300 million as of 31 December 2000. From 1 January 2001 the majority of the workers

are employed by the parent company. The company repairs and maintains special machinery of TVK Rt. and other

Hungarian clients.

TVK Automatika Kft. was established by TVK Rt. (74%), EL&ME Kft. (26%) and private individuals, with a residence

in Tiszaújváros. The establishment required HUF 350 million issued capital. TVK Rt. sold its stake of 45,5 million

HUF to EL&ME Kft. in December 1997. TVK Rt.’s current share is 51%. The company produces meters, repairs

and maintains engineering equipment.

TVK Pohárgyártó Kft. was established by the Company (83%), Neolog Bt. (16.9%) and a private individual on 15

April 1996. The Company raised the issued capital by HUF 250 million in 1997, increasing its share to 96%. TVK

devalued the investment by HUF 154 million in 1999 and by HUF 25 million in 2000 therefore the net book value

is HUF 131 million as of 31 December 2000. The company trades and produces plastic products. Its raw mate-

rials are purchased from TVK Rt.

TVK Rt. established TVK HIX Kft., formerly “Ellátási Üzem”, as a separate entity to provide wholesale and retail

trading activities, with a residence in Tiszaújváros.

TVK Polisec Kft. was formed, in 1996, by the Company and TVK Gépgyár Kft. to perform security services. In

1999, TVK bought out the other investor and acquired 100% ownership.

TVK MED Egészségügyi Kft. was founded to provide healthcare and medical services to TVK employees. The

capital consists of cash contribution and contribution in kind.

In 1998, TVK Rt. acquired 52.5% share in TVK-Polska Sp. Z.o.o. from BritChem Trading Ltd. The company will

distribute in Poland, TVK Rt. polymers and plastics products.

Tiszachem Rt. was set up in 1990 by the Vállalat, Chemol Rt., Mineralimpex and HIB International Ltd. with share

capital HUF 100 million. Effective 1 January 2000, the company ceased operations and was transformed from

Rt. to a Kft. Its share capital currently is HUF 3 million.

Associated companies:

In 1996, the Company spun-off the geotextile production as a separate entity, Geo-Tipptex Kft., producing and

selling geotextile. The company purchases its raw materials mainly from TVK Rt. TVK Rt.’s share in the company

is 25% and the remaining 75% share is owned by Acquest Invest BV.

VIBA-TVK Kft. is a company formed in 1993 with VIBA-Italy for the purpose of producing polymer dye, with a resi-

dence in Tiszaújváros. The raw materials are delivered by TVK Rt.
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Tiszai Hulladékégetô Kft. was established by the Company (49.96%) and the Belgian Lobbe N.V. (50.04%) on 1

June 1996.

Transactions with investee companies are carried out at market prices with terms comparable to transactions

with unrelated parties.

Investment in long-term securities:

State bonds are due in June 2013 and bear a floating interest equal to 3 and 6 months discount treasury bills

plus 1.5%. TVK Rt. has committed to contribute the interest on the bonds to foundations.

14. Treasury Stock

In December 1999, the Company sold 2,350,664 treasury stock over the counter at HUF 4,150 per share. The

historical book value of treasury stocks was HUF 1,647 per share. The gain resulting from the sale of treasury

shares (HUF 5,884 million) was not recognized under IAS. Amerwind B.V., the 100% owned subsidiary of TVK Rt.

purchased the treasury shares in December, 1999. In 1999, the book value of the treasury shares decreased

the share capital and capital reserves according to IAS. In 2000 Amerwind B.V. sold TVK shares, and the trans-

action was recorded as an increase in the registered share capital and capital reserves. 

As of 31 December 1999, the Company held 103,737 of employee shares purchased back at nominal value,

which comprised 0.4% of the total shares. In 2000 the Company purchased 279,432 employee shares at nomi-

nal value , from which 21,314 were cancelled in July 2000 based on the decision of the Annual General Meeting.

Therefore, the Company holds 361,855 employee shares as treasury shares as of 31 December 2000. Employee

shares are classified as a decrease in the issued capital according to IAS.

14. Accounts Payable

Accounts payable consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December

Domestic trade creditors 9,414 6,936

Foreign trade creditors 6,701 7,833

Construction creditors 913 627

Total 17,028 15,396



14. Short-Term Debt

Short-term debt consisted of the following as of 31 December 2000:

Bank and Description Balance Interest rate Repayment date

TVK Rt.

Current portion of syndicated

foreign currency loan (DEM 52 million) 7,074 LIBOR+0.5 % 31/July/2001

ABN- AMRO overdraft 81 BUBOR 30/June/2001

Postabank overdraft* 14 BUBOR 15/Jan/2001

Creditanstalt overdraft* 1 BUBOR 5/Jan/2001

7,170

Unterland

Bank Austria 

(ATS 112,315 thousand) 2,162 Floating interest Overdraft

Erste Bank

(ATS 96,184 thousand) 1,852 Floating interest Overdraft

Creditanstalt

(ATS 52,368 thousand) 1,008 Floating interest Overdraft

RZB Österreich

(ATS 29.5 million) 586 Floating interest Overdraft

Volksbank 

(ATS 30.3 million) 583 5.75% 27/April/2001

6,191

Other plastics subsidiaries

Budapest Bank Rt- Biafol Kft. 189 13.48% Overdraft 
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Other subsidiaries

TVK Italia overdraft

(ITL 8,480 million) 1,160 Floating interest Overdraft

Creditanstalt –TVK UK

(GBP 1.9 million) 800 Floating interest Overdraft

Gontard & Metallbank AG- InterChemol

(DEM 1.2 million) 163 5.86% 19/March/2001

Creditanstalt Budapest– InterChemol

(DEM 996 thousand) 135 5.76% 31/July/2001

Commerzbank AG– InterChemol 

(DEM 700 thousand) 95 6.2% 17/April/2001

Other 626

2,979

Reclassification of long term debt of Unterland A.G.**

Bank Austria***

(ATS 280 million) 5,390 Floating interest Export financing

credit facility with

indefinite maturity

Creditanstalt

(ATS 40 million) 770 5.599% 31/March/2006

Erste Bank- Unterland A.G.

(ATS 12 million) 231 6% 30/Sept./2003

Other 69

6,460

Total short term debt 22,989

*The overdraft facility with Postabank has been extended until 27 December 2001 and Creditanstalt until 31 July

2001.

**Due to the ongoing negotiations between Unterland A.G. and the banks about the colleteral these loans are

presented as short term liabilities regardless of the initial terms of the loans. (See Note 29.1)

***The balance of the credit includes HUF 3,465 million (ATS 180 million) of rolling export credit, which does not

have a definite expiration period. Management believes that the credit facility will be available for indefinite

period.
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Short-term debt consisted of the following as of 31 December 1999:

Bank and Description Balance Interest rate Repayment date

Bank Austria – Unterland A.G.

(ATS 108,669 thousand) 2,013 Floating interest Overdraft

Erste Bank- Unterland A.G.

(ATS 78,763 thousand) 1,459 Floating interest Overdraft

Creditanstalt- Unterland A.G.

(ATS 74,775 thousand) 1,385 Floating interest Overdraft

Creditanstalt loan to TVK UK

(GBP 2.4 million) 988 Floating interest Overdraft

MKB Rt. overdraft 736 Floating interest 25/Jan/2000

TVK Italia overdraft

(ITL 4,342 million) 571 Floating interest Overdraft

Volksbank – Unterland A.G.

(ATS 30.2 million) 560 4.125% 28/April/2000

RZB Österreich- Unterland A.G.

(ATS 24.7 million) 458 Floating interest Overdraft

ABN- AMRO overdraft 272 Floating interest 27/June/2000

Metallbank GmbH. loan

to InterChemolnak (DEM 1.5 million) 195 4.40% 16/March/2000

Creditanstalt Budapest

(DEM 992 thousand) – InterChemol 129 3.84% 31/March/2000

Tiszatextil Kft. 114 3 months +1.5% Overdraft
BUBOR

CIB overdraft 59 Floating interest 15/May/2000

Raiffeisen Bank overdraft 28 Floating interest 30/June/2000

Other 971

9,938 
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15. Other Current Liabilities

Other current liabilities consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December

Accrued expenses 2,382 1,604

Unterland A.G. restructuring provision* 1,356 0

Payroll and related taxes 1,089 457

Corporate income tax 581 0

Liability to the Customs Authority 467 205

Provision for environmental clean-up

(see Note 29.3.)** 308 273

Restructuring provision related

to the disposal of plastic subsidiaries 150 0

Tax penalty 92 0

Dividend payable*** 82 4,506

Recycling cost of waste materials, Unterland A.G. 2  211

Provision for liabilities 0 1,522

Other 762 1,179

Total 7,271 9,957

* During 2000 Unterland A.G. started to implement a restructuring program under which one of the production

sites will be shut down.  As of 31 December 2000 provision for restructuring at Unterland A.G. comprises sever-

ance indemnities and related personal expenses due to closing of one production site and reflects best

management estimate.  Total expenses related to the restructuring amount to HUF 2,149 million and are record-

ed in sales, general and administrative expenses in the  accompanying income statement for the year ended 31

December 2000. (See Note 22)

** As of 31 December 2000 the provision for environmental clean up reflects the best management estimate of

net present value of the expenditures expected to be required to settle the obligation and amounts to HUF 1,562

million of which HUF 1,254 million is classified as long term and HUF 308 million as short term. Amounts

incurred by TVK during 2000 in respect of environmental clean up are presented in Notes 24 and 29.3. 

*** Dividend payable includes the portion of dividend for prior years, which has not yet been paid (see Note 19.). 
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16. Long-Term Debt

Long-term debt consisted of the following as of 31 December 2000:

Bank and Description Balance Interest rate Repayment date

Syndicating foreign currency loan 

(DEM 183 million)* 24,895 Libor+0.5% 31/July/2005.

Other 136

25,031

* The Company signed a DEM 260 million loan agreement with a consortium led by OTP Rt. in July 1998. The

loan has floating interest and the interest is LIBOR+0.5%. The loan will be drawn and repaid in several install-

ments. In March 2000, the Company proceeded the remaining portion of the syndicated loan amounted to DEM

5 million (HUF 656 million), and the Company paid back DEM 25 million (HUF 3,335 million) in July 2000. The

current portion of the outstanding loan amounted to DEM 52  million (approximately HUF 7,074 million) was re-

classified to short term loans. The loan was used to finance the construction of the new Polypropylene Plant and

the upgrading of the Olefin Plant.

The Company repays DEM 52 million per year from syndicating foreign currency loan (date of repayment: 31

January and 31 July).

Long-term debt consisted of the following as of 31 December 1999:

Bank and Description Balance Interest rate Repayment date

Syndicating foreign currency loan 

(DEM 255 million) 33,381 Libor+0.5% 31/July/2005

Bank Austria – Unterland A.G.

(ATS 280 million) 5,188 floating interest Export financing

credit facility with

indefinite maturity

Creditanstalt- Unterland A.G.

(ATS 50 million) 926 4.07% 31/March/2006

Erste Bank- Unterland A.G.

(ATS 18 million) 334 4% 30/Sept./2003

JEXIM Bank loan to 

Tiszatextil Kft. (HUF) 134
75% of MNB

20/Nov./2007

Other 515

40,478 

interest +2%



17. Other Long-term liabilities

Other long-term liabilities consisted of the following as of 31 December 2000 and 1999:

2000 1999

31 December

Provision for environmental

obligations 1,254 664

Other* 2,011 1,419

3,265 2,083

* As of 31 December 2000 the balance include liability of Unterland A.G for financing lease in value of HUF

1,161 million.

18. Share Capital

Share capital consisted of the following as of 31 December 2000:

Owner Number of Shares Nominal Value Total Value Ownership

(in thousands) (million HUF) (HUF) percentage

Domestic institutional investors 17,207 1,010 17,379 70,4

International institutional investors 4,856 1,010 4,904 19,8

Employees (employee shares) 223 1,000 223 1,0

International private investors 83 1,010 84 0,3

Unregistered investors* 2,089 1,010 2,110 8,5

Total 24,458 24,700 100,00

* Shareholders who have not been registered in the Share Register as of 31 December 2000.

Details of issued capital by types of shares are the following as of 31 December 2000:
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Type of Share Number of Shares Issued capital

(HUF thousand)

Ordinary shares representing equal  

and equivalent rights of members* 24,234,843 24,477,191

(face value of one share is HUF 1,010)

Employee shares representing

rights equal to ordinary shares** 223,303 223,303

(face value of one share is HUF 1,000) 

Total 24,458,146 24,700,494  

*The number of ordinary shares outstanding as of 31 December 1999 was 21,884,179. Amerwind B.V. sold

2,350,664 ordinary treasury shares of TVK in 2000, thus the number of outstanding shares as of 31 December

2000 is 24,234,843.

** In 1999, the Company purchased 103,737 of employee shares at nominal value from the total 606,472 em-

ployee shares issued. In 2000 the Company purchased back 279,432 employee shares, from which 21,314 was

cancelled in July 2000 based on the decision of the Annual General Meeting. Therefore, the Company holds

361,855 employee shares as treasury shares as of 31 December 2000. (See Note 12.)

As of 31 December 2000 the number of authorized ordinary shares equals the number of outstanding shares

and all issued ordinary shares are fully paid.

Share capital consisted of the following as of 31 December 1999:

Owner Number of Shares Nominal Value Total Value Ownership

(in thousands) (million HUF) (HUF) percentage

International institutional investors 12,506 1,010 12,630 55.9

Domestic institutional investors 5,477 1,010 5,532 24.5

Domestic private investors 1,290 1,010 1,303 5.8

Employees (employee shares) 502 1,000 502 2.2

International private investors 4 1,010 4 -  

Unregistered investors* 2,608 1,010 2,634 11.6

Total 22,387 22,605 100.00  

* Shareholders who have not been registered in the Share Register as of 31 December 1999.
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Details of issued capital by types of shares are the following as of 31 December 1999:

Type of Share Number of Shares Issued capital

(HUF thousand)

Ordinary shares representing

equal and equivalent rights of members 21,884,179 22,103,020

(face value of one share is HUF 1,010)

Employee shares representing 

rights equal to ordinary shares* 502,735 502,735

(face value of one share is HUF 1,000)

Total 22,386,914 22,605,755

* In 1999, the Company has purchased 103,737 of employee shares at nominal value from the total 606,472

employee shares issued.

19. Retained Earnings

Distributable earnings of the Company are limited to the profits before dividends and retained earnings deter-

mined by the audited statutory standalone financial statements prepared under Hungarian Accounting Standards

as of 31 December 2000. 

For 1999 the Annual General Meeting approved HUF 175 dividend per share amounting to HUF 3,915 million the

majority of which was paid in 2000.

20. Segment reporting

Sales consisted of the following for the years ended 31 December 2000 and 1999: 

2000 1999

Export sales 122,335 81,501

Domestic sales 66,247 40,859 

Total 188,582 122,360  
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Sales, cost of sales and gross profit per operational segments for the year ended 2000 are as follows:

Division Sales Cost of sales Gross profit

HDPE 41,889 33,126 8,763

LDPE 23,525 18,550 4,975

Polypropylene 40,105 35,604 4,501

Olefin 35,053 31,257 3,796

Plastics 31,908 28,828 3,080

Other 16,102 13,168 2,934

Total 188,582 160,533 28,049  

Sales, cost of sales and gross profit per operational segments for the year ended 1999 are as follows:

Division Sales Cost of sales Gross profit

HDPE 25,955 18,088 7,867

LDPE 15,221 10,681 4,540

Plastics 40,762 36,863 3,899

Polypropylene 15,980 12,189 3,791

Olefin 16,543 14,161 2,382

Other 7,899 3,497 4,402 

Total 122,360 95,479 26,881  

The gross book value of tangible fixed assets and accumulated depreciation per operational segments as of 31

December 2000 is as follows:

Division Goss book Accumulated Net book

value depreciation value

Plastics 41,809 20,509 21,300

Polypropylene 28,240 6,420 21,820

Olefin 24,472 9,333 15,139

Polyethylene 12,685 7,697 4,988

Other 24,453 7,125 17,328 

Total 131,659 51,084 80,575  



The gross book value of tangible fixed assets and accumulated depreciation per operational segments as of 31

December 1999 is as follows:

Division Gross book Accumulated Net book

value depreciation value

Plastics 53,146 20,111 33,035

Polypropylene 26,965 3,386 23,579

Olefin 22,703 6,618 16,085

Polyethylene 12,604 6,733 5,871

Other 17,508 4,519 12,989

Total 132,926 41,367 91,559  

Sales, current assets and the net book value of tangibles and intangibles as of 31 December 2000 and 1999

per geographical segments based on management reports is as follows:
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2000

153,344

52,491

68,702

1999

86,918

39,829

71,791 

2000

30,068

9,437

14,078

1999

29,723

10,940

18,862

2000

482

224

791

1999

427

199

1,698

2000

4,688

18,434

76

1999

5,292

3,076

349

2000

188,582

80,586

83,647

1999

122,360

54,044

92,700

Hungary RomaniaAustria Other foreign Total

Sales

Current assets

Tangible and

intangible, net



21. Discontinuing Operations

The Company has received binding offers for purchases of the plastic producing entities (Unterland A.G., Plastico

S.A., Biafol Kft., Flexofol Kft., HelioPlast Kft., Tisza-Form Kft.). The disposal is consistent with the Company’s long-

term strategy to focus its activity in the area of petrochemical production and distribution, and to divest unrelated

activities. Management believes that the transactions will be concluded in 2001. 

Key financial figures of the plastics segment in 2000 and 1999 are as follows:

2000* 1999** 

Balance sheet item:

Long-term assets 22,031 31,639

Current assets 13,985 15,252

Total assets 36,016 46,891

Total liabilities 26,698 na***

Income statement items

Sales 45,084 38,902

Cost of sales 41,662 35,081

Selling, general and administrative expenses 7,719 5,777

Operating income (4,297) (1,956)

Other income 1,347 267

Other expense 951 630

Loss before interest and income taxes (3,901) (2,319)  

*2000 data includes the income and expenses of the plastics divisions from 1 January through 31 March  when

they were spun off, the income and expenses of the new legal entities from 1 April thorugh 31 December 2000

and the income and expenses of Unterland A.G. and Plastico S.A.

**1999 data includes Unterland A.G. and Plastico S.A. income statement for the year and management esti-

mates for TVK plastics divisions Biafol, Flexofol, HelioPlast, Formplast based on certain assumptions. 

***Total liabilities of the plastics operations for 1999 are not presented as TVK divisions were not separate legal

entities as of 31 December 1999. 
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22. Selling, General and Administrative Expenses

Selling, general and administrative expenses consisted of the following for the years ended 31 December 2000

and 1999:

2000 1999

Selling, general and administrative expenses 17,497 19,269

Restructuring expense related to Unterland A.G. 2,149 na

Bad debt expense 493 47

Research and development 201 398

Other 2,357 1,137

Total 22,697 20,851

23. Other income

Other income consisted of the following for the years ended 31 December 2000 and 1999:

2000 1999

Maintenance and other services 1,080 991

Insurance related to damages 621 36

Monetary gain of consolidated subsidiary 166 270

Customs duties reclaimed 163 69

Revenue from catering and retail sales 35 90

Gain on sale of tangible assets 277 na

Other 817 891

Total 3,159 2,347
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24. Other expense

Other expense consisted of the following for the years ended 31 December 2000 and 1999:

2000 1999

Local trading tax 728 813

Expenses of maintenance and other services 602 863

Environmental expenses 590 282

Expense related to subsidiaries 332 0

Damage expenses 285 214

Cost of catering and retail operations 247 456

Other 790 1,083

Total 3,574 3,711  

25. Financial income – net

Financial income net consisted of the following for the years ended 31 December 2000 and 1999:

2000 1999

Financial income

Interest income 1,092 1,156

Gain on sale of investments 5,252* 603 

Foreign exchange gains 2,073 1,362

Exchange rate gain on securities sold 395 905

Dividend income 139 327  

Total 8,951 4,353

Financial expense

Interest expense (3,277) (1,676)

Foreign exchange losses (2,143) (931)

Loss on securities investments (208) (746) 

Total (5,628) (3,353)  

Financial income – net 3,323 (1,000)  

*HUF 4,658 million is derived from sale of share in the Columbian Tiszai Carbon Kft.



26. Material-type expenditures

Material-type of expenditures consisted of the following for the years ended 31 December 2000:

2000

Costs of raw material 128,143 

Costs of material type services 3,292 

Costs of goods sold 7,901

Value of subcontractors’ work 908

Total 140,244

27. Payroll Costs

Payroll related expenditures at the Parent Company for the years ended 31 December 2000 and 1999 are as fol-

lows:

2000 1999

Payroll cost 4,800 5,071

Social insurance cost born by employer 1,946 1,804

Other payroll related costs 1,247 536

Total 7,993 7,411

28. Related party transactions 

MOL Rt. has been TVK Rt.’s main raw material supplier and buyer of some of TVK products ever since the

Company was established. Deliveries are based on a long-term contract signed in 1993 and valid through

2003.  

TVK also used to supply BorsodChem with ethylene for many years. The currently effective contract has been

signed in 1993 and is in force through 2003.

Management believes that these contracts are signed at arms length basis.  During 1999 and 2000 both MOL

Rt. and BorsodChem acquired shares in TVK Rt. and as of 31 December 2000 the Company Board of Directors

includes representatives of MOL Rt. The existing supply contracts between TVK and these companies and re-

cent new contracts or changes to terms are summarized below.
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28.1.  Raw material contract with MOL Rt.

Based on the existing contract between the Company and MOL valid through 2003, in 2001 MOL will deliver

approximately 800 thousand tons of naphtha and 200 thousand tons of gasoline  to TVK and will repurchase 222

thousand tons of TVK’s by-products.

In order to meet the increased need for propylene due to the new PP-4 plant, which can not satisfied from TVK

own production, TVK signed a contract for purchase of propylene for 2000-2002 from MOLChem Kft. (subsidiary

of MOL Rt.).  In the three-year period, MOLChem will deliver 160 thousand tons of propylene. The 67.5 thousand

tons due in 2001 cover a significant portion of the needs of the polypropylene production facilities (280 thousand

tons per annum).

With regard to the strategic investment plan, the Company started negotiations with MOL about a long-term

delivery contract for raw material supply (naphtha and gasoline).

During 2000 TVK purchased raw material to the value of HUF 87,652 million from MOL and sold by products to

MOL to the value of HUF 17,156 million. As of 31 December TVK receivable and payable to MOL amount

respectively to HUF 1.8 million and HUF 7,156 million. 

28.2. Contract for ethylene supply to BorsodChem

In 1993 TVK Rt. signed a long-term ethylene supply agreement with BorsodChem, a PVC-producing company.

According to the contract, TVK Rt. is obliged to deliver a minimum of 66 thousand tons of ethylene annually until

2003. 

On 21 September 2000 the parties modified the existing long-term contractual agreement for ethylene supply,

and concluded a new long term contract for the period from 2004 to 2013. Based on the resolutions adopted at

the Extraordinary Shareholders Meeting of BorsodChem held on 24 January 2001, the contracts became null

and void.

As a consequence, the original supply contract concluded in 1994 came into force again, and a new long-term

supply agreement should be finalized for the next 10 year period. With regard to the long-term strategic plan, the

Company started negotiations with BorsodChem Rt. about future ethylene needs and delivery terms.

As ethylene produced by TVK Rt. is fully used in the polyolefin production, the Company used to procure varying

quantities of ethylene in the past from Oriana in order to meet its obligation to supply BorsodChem. In 2000,

Oriana delivered 23 thousand tons of ethylene, and the Company supplied 63 thousand tons of ethylene from its

own production to BorsodChem thus exceeding its minimum delivery obligation to BorsodChem by 20 thousand

tons. The Company has already signed an annual contract for 2001 Ukrainian ethylene purchases with

Polychemical Trade (the company authorized to enter contracts on behalf of Oriana) and has conservatively bu-

dgeted for 50 thousand tons of purchased ethylene.

During 2000 TVK sold own and purchased ethylene to BorsodChem to the value of HUF 15,914 million. As of 31

December TVK receivable and payable to BorsodChem amount respectively HUF 1,983 million and HUF 17 million.
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29. Commitments and Contingencies

29.1. Sale of the plastics operations

According to the decision of the Board of Directors, the plastic producing entities (Unterland A.G., Plastico S.A.,

Biafol Kft., Flexofol Kft., HelioPlast Kft., Tisza-Form Kft.) will be sold in 2001. Expected loss on sale of the

investments based on the best binding purchase offers is HUF 6,490 million and is accounted for in the accom-

panying 2000 financial statements.

One of the discontinued entities – Unterland  A.G. is in the process of negotiating rescheduling of its loan agree-

ments with the banks.  Should such negotiations fail the company might fail to continue as a going concern.  TVK

management has commissioned legal review regarding potential liability of the parent company and the Board

believes that a potential bankruptcy of the entity would not result in material exposure to TVK and net book value

of the investment as of 31 December 2000 is recoverable.  In the accompanying consolidated financial statements

all loans of Unterland A.G. are presented as short term loans regardless of their initial maturity (See Note 14.)

The firm purchase commitment for Unterland A.G. includes a clause whereas TVK is entitled to majority part of

future audited after tax profits of Unterland A.G. in the ratio of its previous stake for the period 2003 to 2005.

These are considered contingent future gains and are not recorded or considered in assessment of the impair-

ment of the investment as of 31 December 2000.

Gain on sale of HelioPlast Kft. will be recognized as the transaction is completed in 2001.

29.2. Legal disputes over investments in securities

In 1998, a former executive of the Company misused her authority and instructed a brokerage firm (Quantum

Broker Rt.) to invest HUF 1,063 million in an equity portfolio and financial instruments instead of treasury bills

as approved by TVK Rt. management. The Company disputes the proper authorization of the transaction and be-

lieves that the broker firm did not perform its duty with proper professional care and stewardship, and the

Company reported the case to the police in October 1998. The police took custody of the portfolio of shares due

to TVK Rt. The value of this portfolio is about 39% of the initial investment based on the market value of the

shares as of the beginning of 1999. The Company upholds its initial claim against the broker firm, but has set

up a provision of HUF 601 million based on the currently foreseeable recovery (see Note 7.).

In 1998, the Company entered into a portfolio management contract for the amount of HUF 500 million, with

BudaCash Brókerház Rt. The contract included a yield guarantee. In October 1998, when the contract expired,

BudaCash did not pay back the principle and the guaranteed yield and interpreted the contract in a way suggesting

that the risk of the portfolio lies with the investor and the guarantee refers only to the yield. TVK Rt. has started

legal proceedings. The Company has collected HUF 160 million of the principle and HUF 34 million of the yield in
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1998. TVK Rt. has written off the remaining part of the initial investment (HUF 340 million) in 1998 and upholds

its claim against the broker firm.

Both claims were rejected by the court, and TVK is currently appealing the decision. The Supreme court rejected

the appeal in the first case (Quantum Broker) and is expected to make decision in BudaCash case earliest in

March 2001.

29.3 Environmental protection

Before the privatization of TVK Rt., an environmental audit of the Company was carried out. Based on the find-

ings of the audit, the clean up of the contaminated soil in the area of Olefin plant was started, for which the

Company contracted with Elgoscar Kft. until the year 2000. Moreover, the clean up work on the area of AKZO-

NOBEL Rt. continued, and the related contract was extended. The Company invested HUF 1.2 billion in

construction of the hazardous waste incinerator in 1996. 

TVK Ecomissió Kft. received the licenses necessary for its operation and is expected to be able to process a

significant part of the contaminated soil. Management assessed the environmental status of the Company and

considered what projects are necessary to meet relevant requirements and recorded a liability for the total

expected charges.

The estimated expenses to clean up existing pollution of HUF 1,562 million were reflected in the 2000 financial

statements.

29.4. Legal dispute with ItalChemol S.R.L.

In 1993, TVK Rt. signed a three-year distribution contract for Italy with a local trading company – ItalChemol. In

February 1994, the contract was amended to include a clause permitting the parties to unilaterally cancel the

contract with a specified notice period. In September 1994, TVK Rt. advised the trading company that they will

terminate the contract. Since the termination of the contract, ItalChemol has not made any payments to TVK Rt.

for prior deliveries. In April 1996, TVK Rt. filed at the court a legal claim for the amount of its deliveries and in-

terest.

During 1997, the Arbitration Court decided the dispute in favour of TVK Rt. and the majority of TVK Rt.’s claim

was considered justified. In the first half of 2000 the Supreme Court justified the decision of the Arbitration Court

and forced ItalChemol to pay ITL 1,113 million. Liquidation procedure has started against Italchemol. 

TVK Rt. has set up a 100% provision for its receivable from ItalChemol. (ItalChemol’s legal successor is Sochital.)



29.5. Legal dispute with DEBO EURO-CHEMICAL Kft.

DEBO EURO-CHEMICAL Kft. (seated in Kunszentmiklos) filed a legal claim with Borsod-Abaúj-Zemplén county court

against TVK Rt. for HUF 93 million for damages due to non-compliance with contractual obligation and interest

thereon. The county court confirmed that TVK Rt. has caused damage as the Company did not deliver packaging

for washing powder according to the contractual agreement, but did not issue a ruling regarding the valid amount

of the claim. The entire amount of the claim is based on lost profit of the plaintiff.

TVK Rt. appealed against the decision at the Highest Court, which, however, rejected the appeal. Currently the

parties are disputing the amount of the incurred damage at the Borsod-Abaúj-Zemplén county court.

The Company has not set up a provision for this contingency in the accompanying consolidated financial

statements.

30. Earnings Per Share (EPS)

The Group’s basic earnings per share calculated on the basis of the net income as of 31 December 2000 and

1999 is as follows:

2000 1999

Net income, IAS 1,451 7,196

Weighted average of shares

outstanding in the period 22,750,783 22,263,617

Basic EPS for issued shares

(nominal value is HUF 1,010) 65 HUF 323 HUF

The number of ordinary shares is determined by the weighted average method. Employee shares are part of the

calculation, because employee shares are entitled to dividends in 1999. 

Management believes that diluted earnings per share equal the basic earnings per share as there are no poten-

tial ordinary shares or warranties or options that give the holder right to purchase ordinary shares.
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31. Income Taxes 

In 2000 and 1999, the normal corporate profit tax rate was 18%, but TVK Rt. is entitled to tax holidays of 50%

and 95.7% respectively as explained below.

The statements of position of the Ministry of Finance and the Tax Authority affecting the Company’s 1998 tax re-

turn were received in May 1999 after the 1998 financial statements were finalized, audited and approved by the

annual shareholders meeting. Based on the statements of position TVK qualified for a 50% tax holiday for 1998.

The impact of the 50% tax holiday for 1998 was recorded in the accompanying 1999 consolidated statements of

income as tax allowance.

In 1998 and 1997 TVK Rt. acquired and put in operation machinery and equipment for production purposes in

excess of HUF 3 billion. TVK Rt. 1999 revenue exceeded 1996 revenue by HUF 24 billion and 1998 revenue by

HUF 5 billion. The revenue growth necessary to qualify for the holiday was respectively HUF 225 million as com-

pared to 1996 and HUF 190 million as compared to 1998. Based on above, the Company met all necessary con-

ditions for tax holiday in respect of production related construction and was entitled to a 95.7% holiday in 1999.

TVK examined the value of assets purchased in 1999 falling within the category of purchases for product manu-

facturing purposes and the respective conditions which allow the application of a tax holiday. At the end of 1999

the Company requested guidance from the authorities regarding those circumstances which could be subject to

different interpretations within the law. Based on these rulings which were received in 2000 and which demon-

strated an inconsistency in the interpretations of the authorities and the recent move by the authorities towards

a more conservative approach, TVK’s management decided to opt for a 50% tax holiday in 2000. The Company

meets all the qualification requirements for the 50% tax holiday and thus is guaranteed to avoid any future po-

tential disputes. 

In 2000 TVK put into operation additional fixed assets serving product-manufacturing purposes. Based on the

value of these assets and the expected fulfillment of the requirements set out in the Corporate Income Tax law,

the Company expects to qualify for a 100% tax holiday in 2001.  

As most of the asset-related temporary differences reverse in 2001, when 100% tax holiday is expected, no

deferred tax asset has been recorded as of 31 December 2000.

The net deferred tax liability balance in the consolidated balance sheet as of 31 December 2000 is related to

Unterland A.G. 
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32. Minority interest

The minority interest included in the consolidated income statement for the year ended 31 December 2000 is

due to the minority shareholder portion of Unterland A.G. net losses for the year.  The cumulative losses applic-

able to Unterland A.G. minority shareholder do not exceed the minority shareholder interest in the subsidiary’s

capital as of 31 December 2000.

33. Financial instruments

Foreign exchange and commodity price risks

The prices of the main raw materials the Company uses and the olefins and polymers it produces are linked to

quotations of these commodities on the international markets.  Further significant portion of the sales revenue

is linked to EURO whereas purchases are primarily linked to USD.  TVK does not enter in commodity swaps,

options or other instruments aiming to reduce the price risks. The Company loan is nominated in DEM i.e. linked

to EURO in order to reduce that exposure. The risk on USD nominated purchases is not mitigated through usage

of derivatives.   

During the ended and as of 31 December 2000 TVK has not entered into derivatives or other off-balance sheet

instruments.  

Liquidity and credit risk

Liquidity risks arises from the possibility that customers may not be able to settle obligations to the Company

within the normal terms of trade. Credit risk is the risk of counterparties defaulting. To mitigate these risks the

Company assesses debtors before signing the contract and monitors payments continuously. Management

believes that the maximum risk credit risk exposure does not differ significantly from the carrying amount of

respective assets.

Fair value of financial instruments

Financial instruments held to maturity in the normal course of business are recorded at cost or redemption

amount as appropriate.  The following methods and assumptions are used to estimate the fair value of each class

of financial instruments:

Cash and cash equivalents, current investments and other current assets

The carrying amount of cash and other financial assets approximates fair value due to relatively short-term

maturity of these financial instruments. The fair value of publicly traded instruments are estimated based on quoted

market prices. All other instruments for which there are no quoted market prices, a reasonable estimate of fair



value has been calculated based on the expected cash-flows of the underlying net asset base for each invest-

ment.

Short-term borrowings, accounts payable and other current liabilities

The carrying amount of current liabilities approximates fair value because of the short period to maturity of those

instruments.

Long-term borrowings and other payables

Fair value of long-term borrowings and other payables with variable interest terms and nominated mostly in foreign

currency approximates their carrying amounts.

34. Subsequent events

These financial statements were authorized by the Company’s management for issue on 10 February 2001. 

No dividends have been proposed or approved for the year ended 31 December 2000 as of that date. 
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