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Date of issue: 18 April 2002

Quarterly Report


PLN '000

EUR '000


Financial highlights
1st Quarter 2002
1st Quarter  2001   
1st Quarter 2002
1st Quarter 2001     


from  01.01.02    to  31.03.02
from  01.01.01            to  31.03.01
from  01.01.02    to  31.03.02
from  01.01.01            to  31.03.01

I. Interest income
          531 345    
              662 299    
          147 085    
         177 846    

II. Commission income
            60 619    
                55 189    
            16 780    
           14 820    

III. Result on banking activities
          280 380    
              257 354    
            77 614    
           69 107    

IV. Result on operating activities
            23 725    
                10 791    
              6 567    
             2 898    

V. Profit (loss) before income tax
            23 726    
                10 822    
              6 568    
             2 906    

VI. Net profit (loss)
            45 516    
                  8 615    
            12 600    
             2 313    

VII. Net cash flows from operating activities 
-         909 745    
              994 920    
-         251 833    
         267 164    

VIII. Net cash flows from investing activities 
          157 376    
-          1 115 414    
            43 564    
-        299 520    

IX. Net cash flows from financing activities 
          550 302    
                        -      
          152 333    
                   -      

X. Net cash flows, total
-         202 067    
-             120 494    
-           55 936    
-          32 356    

XI. Total assets 
     19 325 827    
         19 196 408    
       5 362 922    
      5 307 273    

XII. Amounts due to the Central Bank
                    -      
                        -      
                    -      
                   -      

XIII. Amounts due to other financial institutions
       2 152 456    
           2 505 879    
          597 307    
         692 806    

XIV. Amounts due to clients and public sector
     13 430 588    
         13 587 526    
       3 726 992    
      3 756 573    

XV. Equity
       1 478 285    
           1 647 205    
          410 224    
         455 406    

XVI. Share capital
          849 182    
              424 591    
          235 648    
         117 388    

XVII. Number of shares
   849 181 744    
       424 590 872    
   849 181 744    
  424 590 872    

XVIII. Book value per share  (in PLN / EUR)
                1,74    
                    1,67    
                0,48    
               0,45    

XIX. Diluted book value per share (in PLN / EUR)





XX. Capital adequacy ratio
9,77%
10,67%
9,77%
10,67%

XXI. Profit (loss) per ordinary share (in PLN / EUR)
                0,10    
-                   0,14    
                0,03    
-              0,04    

XXII. Diluted profit (loss) per ordinary share (in PLN / EUR)





XXIII. Dividends declared or paid out per ordinary share (in PLN / EUR)
                    -      
                        -      
                    -      
                   -      

BBG S.A.   Balance Sheet as at:
31.03.02
31.12.01
31.03.01
31.12.00


end of 1Q 2002
end of prior quarter (2001)
end of 1Q 2001
end of prior quarter (2000)

Assets





I. Cash and balances with the Central Bank
         264 010    
         462 065    
       326 175    
         383 479    

II. Debt securities eligible for rediscount at the Central Bank
           12 389    
           19 254    
         37 330    
           34 150    

III. Amounts due from other financial institutions
      2 626 834    
      2 520 106    
    3 515 386    
      3 406 578    

1. Current
           63 204    
           91 866    
         88 167    
         111 976    

2. Term
      2 563 630    
      2 428 240    
    3 427 219    
      3 294 602    

IV. Amounts due from clients
      8 063 358    
      7 801 815    
    6 813 615    
      5 446 384    

1. Current
      1 063 882    
         784 399    
       663 481    
         505 150    

2. Term
      6 999 476    
      7 017 416    
    6 150 134    
      4 941 234    

V. Amounts due from public sector
         379 616    
         363 856    
       233 633    
         209 999    

1. Current
           10 821    
             7 621    
           7 565    
             2 735    

2. Term
         368 795    
         356 235    
       226 068    
         207 264    

VI. Amounts due from reverse repo transactions 





VII. Debt securities
      4 814 114    
      4 882 242    
    5 680 935    
      4 428 123    

VIII. Shares in subsidiaries
         867 492    
         379 393    
       373 704    
         564 597    

IX. Shares in co-owned subsidiaries





X. Shares in associated companies
             7 999    
             7 999    
         12 942    
           12 049    

XI. Shares in other companies
             8 047    
             8 010    
         19 563    
           20 340    

XII. Other securities and financial assets
           62 353    
           51 000    



XIII. Intangible assets:
         245 701    
         251 662    
       430 325    
         329 487    

goodwill

                   -      
                 -      
                   -      

XIV. Tangible fixed assets
         637 093    
         609 911    
       721 825    
         390 887    

XV. Other assets
         592 473    
      1 414 773    
       651 105    
         563 622    

1. Acquired assets for resale 
             8 889    
             9 204    
           1 370    
             1 370    

2. Other
         583 584    
      1 405 569    
       649 735    
         562 252    

XVI. Prepayments and accrued income
         744 348    
         490 753    
       379 870    
         441 594    

1. Deferred income tax
         312 771    




2. Other
         431 577    
         490 753    
       379 870    
         441 594    

Total Assets
    19 325 827    
    19 262 839    
  19 196 408    
    16 231 289    



















Liabilities and Equity





I. Amounts due to the Central Bank


                 -      
                   -      

II. Amounts due to other financial institutions
      2 152 456    
      2 505 212    
    2 505 879    
    10 340 625    

1. Current
         121 444    
         122 321    
         43 276    
         129 273    

2. Term
      2 031 012    
      2 382 891    
    2 462 603    
    10 211 352    

III. Amounts due to clients
    12 552 256    
    12 557 741    
  12 333 971    
      2 428 166    

1. Saving accounts:





a) current





b) term





2. Other:
    12 552 256    
    12 557 741    
  12 333 971    
      2 428 166    

a) current
      1 829 651    
      1 900 065    
    1 522 914    
      1 146 236    

b) term
    10 722 605    
    10 657 676    
  10 811 057    
      1 281 930    

IV. Amounts due to public sector
         878 332    
         804 269    
    1 253 555    
         484 025    

1. Current
         418 248    
         385 799    
       503 582    
         373 446    

2. Term
         460 084    
         418 470    
       749 973    
         110 579    

V. Liabilities arising from securities sold 

with repurchase clause (repo transactions)

                   -      
         39 788    


VI. Liabilities in respect of debt securities issues
         223 875    
         219 955    
       103 586    


1. Current
           86 151    
           86 332    
         81 186    


2. Long-term
         137 724    
         133 623    
         22 400    


VII. Other liabilities in respect of financial instruments
           62 325    




VIII. Special funds and other liabilities
         264 973    
         242 161    
       543 527    
         511 532    

IX. Accruals and deferred income
         713 286    
         737 431    
       537 554    
         495 263    

1. Accruals
           65 820    
         196 293    
       296 912    
         152 421    

2. Negative goodwill





3. Other deferred income 
         647 466    
         541 138    
       240 642    
         342 842    

X. Provisions
         706 550    
         499 157    
       231 343    
         271 681    

1. Deferred corporate income tax
         336 744    
           80 089    
       109 487    
         113 011    

2. Other
         369 806    
         419 068    
       121 856    
         158 670    

a) current
         162 694    
         240 993    
         11 935    
           69 460    

b) long-term
         207 112    
         178 075    
       109 921    
           89 210    

XI. Subordinated liabilities
         293 489    
         282 676    
                 -      
                   -      

XII. Share capital
         849 182    
         849 182    
       424 591    
         424 591    

XIII. Unpaid capital (negative value)





XIV. Treasury stock (negative value)





XV. Supplementary capital
         560 846    
         578 721    
       358 982    
         350 342    

XVI. Revaluation reserve 
           76 835    
           30 974    
         30 974    
           29 926    

XVII. Other reserve capital
           44 738    
                   -      
       793 773    
         775 490    

XVIII. Retained earnings (loss brought forward)
-          98 832    
-          89 378    
         30 270    


XIX. Net profit (loss)
           45 516    
           44 738    
           8 615    
         119 648    

Total Liabilities and Equity
    19 325 827    
    19 262 839    
  19 196 408    
    16 231 289    








                   -      
                   -      
                 -      
                   -      

Capital adequacy ratio
9,77
               9,87    
           10,67    
             13,71    







Book value
      1 478 285    
      1 414 237    
    1 647 205    
      1 699 997    

Number of share
     849 181 744    
     849 181 744    
   424 590 872    
     424 590 872    

Book value per share (in PLN)
               1,74    
               1,67    
             3,88    
               4,00    







Diluted number of shares





Diluted book value per share (in PLN)

















Off-balance sheet items
31.03.02
31.12.01
31.03.01
31.12.00


end of 1Q 2002
end of prior quarter (2001)
end of 1Q 2001
end of prior quarter (2000)

I. Contingent liabilities:
      4 667 575    
      3 898 452    
    3 052 649    
      3 627 297    

1. granted:
      3 909 160    
      3 124 461    
    2 807 692    
      3 433 088    

a) financial
      3 248 265    
      2 653 845    
    2 075 472    
      1 796 652    

b) guarantees
         660 895    
         470 616    
       732 220    
      1 636 436    

2. received:
         758 415    
         773 991    
       244 957    
         194 209    

a) financial
             5 005    
             6 372    
         20 488    
           14 872    

b) guarantees
         753 410    
         767 619    
       224 469    
         179 337    

II. Liabilities in respect of sale/purchase transactions
    18 088 035    
    15 525 817    
  10 564 063    
      8 060 175    

III. Other, including:
      3 024 724    
      3 096 554    
    2 079 128    
      2 261 060    

-





Total off-balance sheet items
    25 780 334    
    22 520 823    
  15 695 840    
    13 948 532    

Profit and Loss Account
1stQ 2002      from 01.01.2002 to 31.03.2002
1stQ 2001      from 01.01.2001 to 31.03.2001

I. Interest income
          531 345    
          662 299    

II. Interest cost
          386 824    
          547 535    

III. Net interest income(I-II)
          144 521    
          114 764    

IV. Commission income 
            60 619    
            55 189    

V. Commission cost
            20 031    
            10 798    

VI. Net commission income  (IV-V)
            40 588    
            44 391    

VII. Income from shares, other securities and other financial variable-income instruments 
            18 219    
            12 539    

1. from subsidiaries
            18 184    
            10 062    

2. from co-owned subsidiaries



3. from associated companies



4. from other entities
                   35    
              2 477    

VIII. Result on financial operations
            66 821    
            79 501    

IX. Foreign exchange result
            10 231    
              6 159    

X. Result on banking operations
          280 380    
          257 354    

XI. Other operating income
              2 854    
              1 881    

XII. Other operating cost
            10 225    
            10 748    

XIII. General and administrative expenses
          188 834    
          179 050    

XIV. Depreciation and amortization
            27 190    
            32 724    

XV. Provisions and revaluation reserve 
          133 171    
          106 830    

1. Specific provisions and General Banking Risk Reserve created
          133 171    
          106 830    

2. Revaluation of financial assets



XVI. Provisions and revaluation reserve (released)
            99 911    
            80 908    

1. Specific provisions and General Banking Risk Reserve released
            99 911    
            80 908    

2. Revaluation of financial assets
                    -      
                    -      

XVII. Net provisions and revaluation reserve (XV- XVI)
-           33 260    
-           25 922    

XVIII. Operating profit
            23 725    
            10 791    

XIX. Net extraordinary gains (losses)
                     1    
                   31    

1. Extraordinary gains
                     1    
                   80    

2. Extraordinary losses

                   49    

XX. Profit (loss) before income tax
            23 726    
            10 822    

XXI. Income tax
            21 790    
-             2 207    

1. current
-           43 422    
            14 870    

2. deferred
            65 212    
-           17 077    

XXII. Other obligatory charges against profit (increases in loss)

                    -      

XXIII. Share in net profit (loss) of subordinated companies 

consolidated under the equity method



XXVI. Net profit (loss)
            45 516    
              8 615    





Net profit (loss) (annualized)



Weighted average number of ordinary shares
   849 181 744    
   424 590 872    

Profit (loss) per ordinary share (in PLN)
                0,10    
-               0,14    

Weighted average diluted number of ordinary shares



Diluted profit (loss) per ordinary share (in PLN)



Statement of Changes in Equity 
1stQ 2002      from 01.01.2002 to 31.03.2002
1stQ 2001      from 01.01.2001 to 31.03.2001





I. Equity at the beginning of the period (OB)
       1 414 237    
       1 699 997    

a) changes in adopted accounting principles
            40 280    


b) adjustments of material errors



I.a. Equity at the beginning of the period (OB), 

restated to comparable data 



1. Share capital at the beginning of the period
          849 182    
          424 591    

1.1. Changes in share capital



a) increases



 share issues



-



b) decreases 



 redemption of shares



-



1.2. Share capital at the end of the period
          849 182    
          424 591    

2. Unpaid share capital at the beginning of the period



2.1. Changes in unpaid share capital 



a) increases



-



b) decreases



-



2.2. Unpaid share capital at the end of the period



3. Treasury stock at the beginning of the period



a) increases



-



b) decreases



-



3.1. Treasury stock at the end of the period



4. Supplementary capital at the beginning of the period
          578 721    
          350 342    

4.1. Changes in supplementary capital

              8 640    

a) increases

              8 640    

 share premiums



 appropriation of profit (statutory)



 transfer from BIG BANK

              8 640    

 appropriation of profit (above the statutory minimum)



b) decreases
            17 875    


 to cover losses of BIG BANK for 01.10.99-04.01.01
            12 322    


 to cover losses of BIG BANK from previous years
              5 553    


4.2. Supplementary capital at the end of the period
          560 846    
          358 982    

5. Revaluation reserve at the beginning of the period
            30 974    
            29 926    

5.1. Changes in revaluation reserve
            45 861    
              1 048    

a) increases
            67 220    
              1 048    

transfer from BIG BANK

              1 048    

valuation of financial assets for sale in respect of changes to accounting policies, opening balance  
            67 220    


b) decreases
            21 359    
                    -      

 disposal of fixed assets 



sale of financial assets 
            21 359    


5.2. Revaluation reserve at the end of the period
            76 835    
            30 974    

6. General Banking Risk Reserve at the beginning of the period
                    -      
          153 022    

6.1. Changes in General Banking Risk Reserve
            44 738    
            18 269    

a) increases
            44 738    
            18 269    

  appropriation of profit
            44 738    


transfer from BIG BANK

            18 269    

b) decreases



-



6.2. General Banking Risk Reserve at the end of the period
            44 738    
          171 291    

7. Other reserve capital at the beginning of the period
                    -      
          622 468    

7.1. Changes in other reserve capital
                    -      
                   14    

a) increases

                   14    

transfer from BIG BANK

                   14    

b) decreases



-



7.2. Other reserve capital at the end of the period
                    -      
          622 482    

8. Retained earnings (loss brought forward) at the beginning of the period
            44 738    
          119 648    

8.1. Retained earnings at the beginning of the period 
                    -      
                    -      

a) Changes in adopted accounting principles



b) adjustments of material errors 



8.2. Retained earnings at the beginning of the period, restated to comparable data 
            44 738    


8.3. Changes in retained earnings
-           44 738    
                    -      

a) increases

                    -      

-



b) decreases
            44 738    
                    -      

appropriation of profit
            44 738    


valuation of assets sold



8.4. Retained earning at the end of the period
                    -      
          119 648    

8.5. Loss brought forward at the beginning of the period
            89 378    
                    -      

a) Changes in adopted accounting principles
-           27 329    


b) adjustments of material errors 



8.6. Loss brought forward at the beginning of the period, restated to comparable data
          116 707    


8.7. Changes in loss brought forward
-           17 875    
            89 378    

a) increases
                    -      
            89 378    

loss brought forward of BB taken over

            77 056    

result under approval process transferred from BB

            12 322    

b) decreases
            17 875    


coverage of loss brought forward of BB 
            17 875    


8.8. Loss brought forward at the end of the period
            98 832    
            89 378    

8.9. Retained earning (loss brought forward) at the end of the period
-           98 832    
            30 270    

9. Net profit (loss)
            45 516    
              8 615    

a) net profit
            45 516    
              8 615    

b) net loss



II. Equity at the end of the period (CB )
       1 478 285    
       1 647 205    

III. Equity after proposed appropriation of profit (coverage of loss)



Statement of Cash Flows
1stQ 2002      from 01.01.2002 to 31.03.2002
1stQ 2001      from 01.01.2001 to 31.03.2001









A. Cash flows from operating activities - direct method



I. Cash received from:



1. Interest



2. Commissions



3. Other cash received from operating activities



II. Cash paid for:



1. Interest



2. Commissions



3. Salaries



4. Insurance and other benefits



5. Other operating costs



6. Taxes and similar charges 



7. Other cash paid for operating activities



III. Net cash flows from operating activities (I - II) - direct method







A. Cash flows from operating activities - indirect method
-         909 745    
          994 920    

I. Net profit (loss)
            45 516    
              8 615    

II. Adjustments for:
-         955 261    
          986 305    

1. Share in (profits) losses of subordinated companies 

2. consolidated under the equity method 



2. Depreciation and amortization
            27 190    
            32 724    

3. Foreign exchange (gains) losses
            26 022    


4. Interest and share in profits (dividends)
              8 241    
-           11 375    

5. (Profit) loss on investing activities 
-                383    
              5 102    

6. Change in provisions
          207 393    
-           57 600    

7. Change in debt securities 
-         560 900    
          816 326    

8. Change in amounts due from other financial institutions
-         110 740    
-      1 334 784    

9. Change in amounts due from clients and public sector
-         272 387    
          174 632    

10 . Change in receivables from reverse repo transactions 



11. Change in shares, other securities and other financial assets
-           11 005    


12. Change in amount due to other financial institutions
-         176 041    
          199 740    

13. Change in amounts due to clients and public sector
            68 578    
       1 210 304    

14. Change in liabilities arising from securities sold with repurchase clause
                    -      
            39 837    

15. Change in liabilities arising from securities
            62 380    


16. Change in other liabilities 
            54 129    
-         113 066    

17. Change in prepayments and accruals
-         384 066    
            13 250    

18. Change in deferred income
          106 328    
            11 636    

19. Other adjustments

-                421    

III. Net cash flows from operating activities  (I +/- II) - indirect method 
-         909 745    
          994 920    





B. Cash flows from investing activities 
          157 376    
-      1 115 414    

I. Cash received from:
          694 522    
          189 135    

1. Sale of shares in subsidiaries



2. Sale of shares in co-owned subsidiaries



3. Sale of shares in associated companies



4. Sale of shares in other companies, other securities and other financial assets 
          676 259    
              4 051    

5. Sale of fixed and intangible assets 
                   44    
                 312    

6. Sale of investments in real estate and intangible assets



7. Other cash received from investing activities 
            18 219    
          184 772    

II. Cash paid for:
          537 146    
       1 304 549    

1. Purchase of shares in subsidiaries
          488 100    
            10 000    

2. Purchase of shares in co-owned subsidiaries



3. Purchase of shares in associated companies



4. Purchase of shares in other companies, other securities and other financial assets 
                   67    
       1 289 767    

5. Purchase of fixed and intangible assets 
            46 994    
                 288    

6. Investments in real estate and intangible assets
              1 460    
              4 494    

7. Other cash paid for investing activities 
                 525    


III. Net cash flows from investing activities (I - II)
          157 376    
-      1 115 414    





C. Cash flows from financing activities 
          550 302    
                    -      

I. Cash received from:
          775 077    
                    -      

1. Long-term loans from other banks



2. Long-term loans from non-banking financial institutions 



3. Issues of debt securities



4. Increase in subordinated liabilities
            10 813    


5. Issue of shares (net proceeds) and additional paid-n capital 
          764 264    


6. Other cash received from financing activities



II. Cash paid for:
          224 775    
                    -      

1. Repayment of long-term loans from other banks
          218 358    


2. Repayment of long-term loans from non-banking financial institutions 



3. Redemption of debt securities



4. Other financial liabilities



5. Payments under financial lease contracts



6. Decrease in subordinated liabilities



7. Dividends and other payments to owners



8. Appropriations of profit, other than payments to owners 



9. Purchase of own shares



10. Other cash paid for financing activities
              6 417    


III. Net cash flows from financing activities (I - II)
          550 302    
                    -      





D. Net cash flows, total  (A.III +/- B.III +/- C.III)
-         202 067    
-         120 494    

E. Change in balance sheet cash, including:



change in cash in respect of foreign exchange gains and losses



F. Cash at the beginning of the period 
          477 283    
          460 189    

G. Cash at the end of the period  (F+/- D), of which:
          275 216    
          339 695    

 with limited disposability 



Quarterly Report

BIG BANK GDAŃSKI S.A.’s NET PROFITS FOR THE FIRST QUARTER OF 2002 AMOUNTED TO 45.5 MILLION PLN (12.5 MILLION EURO
) IN THE COURSE OF CONSISTENT IMPLEMENTATION OF THE PROCESS OF TRANSFORMATION OF THE BANK

The Management Board of BIG Bank GDAŃSKI SA (“the Bank”) hereby informs that, in the first quarter of the financial year of 2002 (January 1 to March 31, 2002), the Bank has generated net income of PLN 45.5 million (EUR 12.6 million). These results compare with a net income generated in the first quarter of 2001 of PLN 8.6 million (EUR 2.4 million). 

On 5 January 2001 took place the merger of BIG Bank GDAŃSKI S.A. with BIG BANK S.A., as a result of that, the data for the period from 1 January 2001 to 31 March 2001 do not include the profit and loss account of BIG BANK S.A. for the period from 1 January 2001 to 4 January 2001, which is shown in the Bank’s balance sheet as result with approval pending.  

The merger referred to above was one of the first important steps in the program geared at the implementation of a broadly defined change of the profile, manner of operation and business development strategy of the BBG Bank.  The Program is consistently continued, and its completion has been scheduled for 2002. 

The profitability of own capital (ROE) was 12.5% for the period, what compares with a 2.0% for the first quarter of 2001. The profitability of total assets (ROA) was 0.9%, comparing with 0.2% in the homologous period of last year and Earnings per share (EPS) in the first three months of this year were PLN 0,08.

Profitability Indicators
31 Mar 01
31 Mar 02
Change

2002 / 2001

Net Income (PLN million)
8.6
45.5
424%

ROE
2.0%
12.5%
10.5%

ROA
0.2%
0.9%
0.7%

EPS
 0.02 zł
0,21 zł
0.19 zł

I. FACTORS AND EVENTS AFFECTING THE FINANCIAL RESULTS ACHIEVED

To make the statements for 31 of March 2001 a meaningful basis of comparison, adjustments have been made shifting swap operations from profit on financial operations to interest income and interest expenses. The Bank is expecting to receive in the near future the interpretation of the legal provisions concerning presentation of comparative data, from which some changes may arise in the adjusted 31 of March 2001 accounts.  

The net interest margin in the period under analysis reached PLN 144.5 million (EUR 40.1 million), which represents 26% growth over the PLN 114.7 million (EUR 31.8 million) accounted in the first quarter of 2001. The growth in business volumes was important for this result, however, the implementation of a flexible pricing policy aimed to protect the erosion of the net interest margin, in our increasingly competitive market, was fundamental for this achievement. The net interest margin rate increased to 3.5% what represents 59 basis points over the values of the homologous period last year.

Operating Indicators
31 Mar 01
31 Mar 02

Net Interest Margin (*)
3.0%
3.5%

Operating Costs / 

Total Income  
85.7%
79.7%



(*) Net Interest Margin / Average Interest Earning Assets

Other income, amounted to PLN 135.9 million (EUR 37.7 million) in the first three months of 2002 what represents 95% of the total amount accounted in the homologous period of last year of PLN 142.6 million (EUR 39.6 million). However, in the first quarter of 2001 the Bank accounted non-recurrent results in trading activity related to the sale of part of the fixed rate investment portfolio. Foreign exchange operations revealed a significant improvement of 66% in the period under analysis from PLN 6.2 million (EUR 1.7 million) in 31 March 2001 up to PLN 10.2 million (EUR 2.8 million). 

Net commissions totaled PLN 40.6 million (EUR 11.3 million), compared to PLN 44.4 million (EUR 12.3 million) in the first quarter of 2001. This evolution is negatively influenced by the increase of commissions paid to external operators that sell consumer credit. However, their activity contributes to the increase in the interest margin. On the other hand, the Bank’s effort to step up the sales resulted in a significant increase in commissions from credit cards.

The result on banking operations in the first quarter of 2002 was PLN 280.4 million (EUR 77.8 million) as compared to PLN 257.4 million (EUR 71.4 million) in the first quarter of 2001.  This means an increase in the result on banking operations by PLN 23.0 million (EUR 6.4 million), i.e. 9%. 

Operating costs (staff costs, other administrative expenses and depreciation) amounted to PLN 216.0 million (EUR 59.9 million), what represent an increase of 2% on the amount booked in the first quarter of 2001 of PLN 211.8 million (EUR 58.8 million). This evolution, lower than the inflation, shows already the first impact of cost rationalization measures taken following the restructuring plan, namely the centralization of several support function in Warsaw and Gdańsk.

Efficiency has shown improvement in the first quarter of 2002, as cost to income stood at 79.7% (85.7% in the homologous period of 2000). The full implementation of the restructuring plan, in particular regarding the migration of BBG branches to Millennium will have positive impact on this indicator.

The net provisions in the end of the first quarter of 2002 were PLN 33.3 million (EUR 9.2 million), which compares with PLN 25.9 million (EUR 7.2 million) accounted in the first quarter of 2001. This increase is related to the deteriorated economic condition recorded over the last 12 months, and the Bank’s consistent policy with respect to special provisions and general risk provision creation.

The Bank’s gross result in the first quarter of 2002 was PLN 23.7 million (EUR 6.6 million), which in comparison to the same quarter of last year means a result better by PLN 12.9 million (EUR 3.6 million), i.e. 119%.

The net income in the first quarter reached PLN 45.5 million (EUR 12.6 million), which shows a result better by PLN 36.9 million (EUR 10.2 million) than the result for the first quarter of 2001.

Total Assets stood similarly at the same level as in the first quarter of 2001, however positive changes were recorded in the structure of the balance sheet. Loan / deposit ratio imposed from 57.1% to 67.3% in the period, situation that shows increased asset management efficiency.

Loans to customers totaled PLN 8.443 million (EUR 2.343 million) at March 31, 2002, 20% up from PLN 7.047 million (EUR 1.956 million) at March 31, 2001. This evolution reflects the dynamics of both Corporate and Individual business areas as a result of the specialization achieved with the implementation of the new business lines introduction of mortgage banking services.

Total deposits from customers stood at PLN 12.552 million (EUR 3.483 million) at the end of the first quarter of 2002, which compares with PLN 12.334 million (EUR 3.422 million) as at 31 March 2001. The two percent growth in the deposit base of the Bank results from the combined effect of: a reduction of 18% in large deposits, in line with the adoption of a practice to price large deposits consistent with the comfortable liquidity situation of the Bank; and a 4% increase in retail deposits with upheld profitability.

Capital adequacy ratio as at 31 of March 2002 was 9.77%, what is a comfortable indicator of the solvency of the Bank. 

Activity Indicators 

(PLN millions)
31 Mar 01
31 Mar 02
Change

2002 / 2001

Total Assets
19 196
19 326
0.7 %

Total Deposits from Customers
12 334
12 552
1.8 %

Total Loans to Customers 
7 047
8 443
19.8 %

Own Funds (*)
1 688
1 772
5%


(*) Shareholders Equity + Subordinated Debt

Overdue loans accounted for 22,5% of total loans at the end of March 2002 (18,2% at the end of the homologous period of 2001), according to NBP regulations, or to 11,8%, according to the timeliness of debt service (5,9% at 1st quarter end of 2001). Following the adoption of a most conservative policy for collateral valuation in the second quarter of 2001, the Bank decided to increase the specific credit provisions in order to cope with one of its strategic aims, i.e. increasing balance sheet strength.

Also at the Bank level, provision charges for the year contributed to an important improvement of provision coverage: 40,9% at March 31, 2002 (23,2% at 1st quarter end of 2001), according to NBP regulations, or 77,7% according to timeliness of debt service (71,4% at 1st quarter end of 2001).

Loan Quality Indicators
31 Mar 01
31 Mar 02

According to NBP regulations

   Overdue Loans / Total Loans

    Reserves / Overdue Loans
18.2%

23.2%
22.5%

40.9%

According to international rules

    Overdue Loans / Total Loans

    Reserves / Overdue Loans
5.9%

71.4%
11.8%

77.7%

The Bank trust that the implementation in 2001 of a centralized credit risk management process for each of the areas of business (corporate, small business and retail Clients), will contribute to the improvement of these ratios. 

Share price

As at 31 March 2002, the Bank’s shares closed at PLN 3.20 at the Warsaw Stock Exchange, representing a market capitalization of PLN 2 717 billion (EUR 754 billion). The stock price in the end of the first quarter of 2002 reflects an upward trend and shows 18% increase against the price as of the end of 2001, whereas in the same period the market increased by 7.9%.

Conclusions

· In the first quarter of 2002 the BIG Group started the final stage of implementation of the restructuring program 2001/2002. The most important element of this program is migration of the customers serviced from decentralized operating systems (Zorba, IBIS) to a single common ICBS platform and making Bank's offer and customer service consistent across the business lines. The Bank has successfully completed a pilot program and implementation of the core program in the first six branches.

· The organization of customer service based on the launch of specialized business lines brought some positive effects – modernized offer and increased number of clients.
· Improved efficiency in the area of costs of banking operations and employment can be observed – these are the first effects of the execution of the restructuring program of BIG Group.
II. PRINCIPLES ADOPTED IN PREPARATION OF THE QUARTERLY REPORT

This report contains financial data of BIG Bank GDAŃSKI S.A. Group, presented in the form of a balance sheet, profit and loss account and cash flow report, as well as a report on changes in equity, prepared as of 31 December 2001 in accordance with requirements of the Ordinance of the Council of Ministers of 16 October 2001 (Journal of Laws, No. 139 item 1569 of 10 December 2001). 

The information has been prepared on the basis of “Accounting principles at the BIG Group”, the detailed description of which has been given in the Bank’s financial statements prepared as at 31 December 2001, published on 25 February 2002.

This year we have introduced changes in accounting principles, as dictated by enforcement of the amended accounting law and executive acts to the said law. 

The following item groups affected by amendments introduced on 1 January 2002 had the greatest impact on the financial statement:

· Valuation of financial assets and liabilities,

· Capitalised interest, interest on receivables under observation,

· Income tax provisions

The Bank has introduced some of the changes applicable to new accounting standards, in actions aimed at finalising quantification of adjustments have been taken in respect to the other. In the Bank’s opinion, such work will be completed in 2Q this year, allowing including all consequences of new accounting standards in the report being prepared for 30 June 2002.

As amendments to the accounting law and executive acts issued by the Minister of Finance on its basis have not specified the manner in which adjustment in statements resulting from implementation of new principles are to be made, therefore in consequence of the delegation made in Art. 10.3 of the Accounting Law (this provision allows to apply IAS if appropriate national standards do not exist) the Bank has presently included the effects of adopting new standards in its equities. The adjustment has been presented as amendment to the own equity opening balance for 1 January 2002 (as shown in the table showing changes in equity). In the forthcoming time, the Bank expects to receive an interpretation of the regulations, specifying whether the applied methodology is proper (whether alternative solutions are permitted) and how comparative data are to be presented.

At the same time, the Bank expects interpretation of the manner of valuation of assets available for sale and share in subsidiaries, as well as shift in time of applying valuations of financial assets according to depreciation cost with consideration of the effective interest rate. This report has been prepared with the application of solutions which assume that the valuation of assets available for sale is included in the revaluation capital and the shares and interests in the subsidiaries are evaluated at the purchase price reduced by the write-offs on account of the permanent loss of value. Such methodology conforms with the guidelines set forth in the Accounting Law and the Ordinance of the Minister of Finance which set forth the principles for recognising, valuating, disclosing and presenting financial assets, as well as with the IAS and US GAAP.

At the same time, we are advising that appropriate modifications have been made to the previously published comparative date, caused by change in format of the financial statements.

III. Description of material achievements or failures of the issuer in the reporting period and the list of the most significant related events.

The first quarter of 2002 was the period of further consistent implementation of the Bank and BIG Capital Group transformation program planned for years 2001-2002. The program assumes that the BIG Group, after the implementation of the unified operating system and establishment of the central settlement system (back-office) would simplify and improve the customer service quality. The prior market segmentation allowed new business lines to be created:

· Millennium – serving individual Customers

· Millennium Biznes – serving small businesses

· Millennium PRESTIGE – serving affluent individuals  

· BIG Bank GDAŃSKI S.A. Regional Business Centers – serving mid-corporates

· The Central Unit – serving Customers from the Large Corporate segment

The above business lines and the specialised sales network were developed according to the plan.

In the first quarter of 2002, the Bank conducted successful tests related to the program of migrating individual Customers served in standard retail branches of the Bank operating on the ZORBA system, into the new and unified ICBS platform for retail operations. Tests conducted in Braniewo, Nakło and Sępólno branches confirmed the Bank’s readiness to start the migration project planned for 2002 to transfer Customers to the modern operating platform and the related process of modernising the bank product and service offering for this group of Customers.

At the same time, the Bank continues to centralise operating functions, reorganise and centralise the credit process and the personnel development program in compliance with the approved timetable.

In the first quarter of 2002, the Bank continued the involvement in two strategic projects:

· investment in PZU S.A. shares, which the Bank uses to develop bancassurance services 

· investment in the development of PTE BIG Bank GDAŃSKI S.A., which manages OFE Ego. On 15 January 2002, in connection with the agreement concluded on 20 April 2001 between BIG Bank GDAŃSKI S.A. and BRE Bank S.A. to merge PTE BBG S.A. with PTE Skarbiec-Emerytura, the Bank received a decision of UNFE (the Pension Fund Supervision Office) to discontinue proceedings in the matter of the application to grant a permit for the merger of two Companies. Therefore, the condition required to merge PTE BBG S.A. and PTE Skarbiec-Emerytura S.A. was not met. The receipt of UNFE decision does not terminate the Merger Agreement, and the parties intend to execute the transaction. The decision of UNFE is not final.

1. On 18 January 2002, the Bank received the resolution adopted by the Management Board of the Warsaw Stock Exchange, which approved under the regular procedure, 424,590.872 K-series common bearer stock of the Bank issued pursuant to Resolution number 2 of the Bank’s Extraordinary Shareholder’s Meeting on 22 October 2001, for stock exchange trading on the primary market, starting on 25 January 2001.

2. On 21 January 2002, the Bank received the resolution adopted by the Management Board of the National Depository of Securities in the matter of assimilating – on 25 January 2002 – 424,590,872 K-series shares of the Bank denoted with code PLBIG0000081 with 424,467,156 shares of the Bank denoted with code PLBIG0000016. The shares subject to assimilation were denoted with code PLBIG0000016, which means that starting on 25 January 2002, i.e. the date of introducing K-series shares to stock exchange trading, there are 849,058,028 shares of the Bank denoted with code PLBIG0000016

3. In the reporting period, the Bank received the decision of the Bank Supervision Commission dated 29 January 2002, which approved the inclusion of PLN 275,000,000, raised through the issue and sale of 10-year subordinated bonds of the Bank of EUR 80,000,000 to the Bank’s subsidiary, BBG Finance B.V. with its registered seat in Netherlands, to the Bank’s supplementary funds until 12 December 2011

4. In the reporting period, the Bank Supervision Commission issued the permit for Eureko B.V. with its registered seat in Amsterdam to purchase shares of the Bank, which entitle it to cast over 20% of votes, but no more than 25% of votes during the Meeting of the Bank’s Shareholders. Moreover, in the reporting period, the Bank Supervision Commission issued the permit for Vereniging Achmea with its registered seat in Utrecht via Eureko B.V. with its registered seat in Amsterdam to cast over 20% of votes, but no more than 25% of votes during the Meeting of the Bank’s Shareholders.

5. On 20 March 2002, the Meeting of BIG Bank GDAŃSKI S.A. Shareholders was held in Warsaw. The Meeting adopted resolutions in the following matters:

· approving the Bank’s financial statements for the 2001 financial year and the report of the Management Board and the Supervisory Board on the Bank’s operation in the 2001 financial year

· approving the financial statement of the BIG Bank GDAŃSKI S.A. Capital Group for the 2001 financial year

· discharging the Bank’s Management Board members from the performance of their duties in the 2001 financial year

· discharging the Bank’s Supervisory Board members from the performance of their duties in the 2001 financial year

· distributing the net profit of PLN 44,738,120.83, generated by BIG Bank GDAŃSKI S.A. from 1.01.2001 to  31.12.2001, by allocating the entire net profit, i.e. 44,738,120.83 for the general risk fund.

· allocating PLN 17,875,640 from the reserve capital to cover 1/5 of the loss of the former BIG BANK carried forward

· introducing amendments to the Bank’s Articles of Incorporation

· authorising the Bank’s Supervisory Board to set the uniform text of the Bank’s Articles of Incorporation

· changing Resolution number 2 adopted by the Meeting of the Bank’s Shareholders on 7 October 1999 in the matter of issuing convertible bonds, amended with Resolution number 5 adopted by the Meeting of the Bank’s Shareholders on 22 October 2001, which enables the Bank to issue bonds for the equivalent of PLN 1500 million.

IV. INDICATION OF EVENTS WHICH OCCURRED BETWEEN THE DATE AS ON WHICH THIS REPORT HAS BEEN PREPARED AND THE DATE OF ITS PUBLICATION.

After 31 March 2002 no events occurred which could have material impact on the Bank’s future financial results.

V. SHAREHOLDERS HOLDING AT LEAST 5% OF TOTAL NUMBER OF VOTES AT THE GENERAL MEETING OF SHAREHOLDERS OF BBG S.A.

Shareholders holding at least 5% in the Bank’s initial capital and in the total number of votes at the General Meeting of Shareholders:

Data as on the day of submission of the previous Quarterly Report 

 – 6 February 2002.

Shareholder


No. of shares
% share in initial capital
No. of votes
% share in votes at General Meeting of Shareholders

Banco Comercial Portugues S.A.
374 750 242
44,13
374 750 242
44,13

EUREKO B.V.
127 258 100
14,99
127 258 100
14,98

Data as on the day of submission of the Quarterly Report – 18 April 2002.

Shareholder


No. of shares
% share in initial capital
No. of votes
% share in votes at General Meeting of Shareholders

Banco Comercial Portugues S.A.
375 924 756
44,27
375 924 756
44,27

EUREKO B.V.
127 258 100
14,99
127 258 100
14,98

VI. LISTING OF CHANGES IN THE STATUS OF SHARES OF BBG S.A. HELD BY PERSONS MANAGING AND SUPERVISING BBG S.A.

The Bank has no information about changes in the shareholding of BIG Bank GDAŃSKI S.A. by persons managing and supervising BBG S.A. in the period since submission of the previous Quarterly Report.

VII. INDICATION OF COURT PROCEEDINGS PENDING 

The key court proceedings involving the Bank are:

· Action on the claim of  Mr A. Głodek, instituted against the Bank pursuant to the claim of 28 August 1994 for PLN 14,537,257.57 on account of losses incurred according to the plaintiff, including opportunity costs in connection with the activity of the former Brokerage Office of the Bank,

· Action on the claim of  Mr Wiktor Jedamski instituted pursuant to the claim of 19 April 2000 against the Bank, EUREKO B.V. and BCP in the matter of establishing the invalidity of agreements for the purchase of BBG shares by EUREKO B.V. and BCP. Value of lawsuit object PLN 53,498,450.00 

· Action brought by the Bank with the claim of 22 July 1998 against the State Treasury for PLN 65,613,512.20 on account of liability of the State Treasury in connection with the purchase by the former Bank Gdański of receivables from health care units, which transpired to be contested, contrary to assurances made.

· Action on the claim of  Mr Grzegorz Jedamski against the Bank and the State Treasury of 11 November 2000 for establishment of invalidity of the agreement to purchase 10% of shares of Powszechny Zakład Ubezpieczeń S.A. from the State Treasury. Value of lawsuit object PLN 1,006,004,295.

VIII. TRANSACTIONS BETWEEN ENTITIES OF THE BIG GROUP WITH THE VALUE IN EXCESS OF EURO 500 000

In the period covered by this report i.e. between 1 January 2002 and 31 March 2002 all transactions entered into between entities of the BIG Group were concluded under market terms and subject to market conditions and resulted from current operations, except transactions, about which the Bank inform in the announcements below (these transactions were entered into under market terms and subject to market conditions, however their nature went beyond current operational ramifications).

The Bank did not enter with a dependent entity into one or many transactions, the value of which would exceed EURO 500 000 except transactions resulting from current operations, about which the Bank informed in announcements on an ongoing basis.

· On 4 January 2002 the Management Board of the Bank informed – by fax – in connection with an internal failure of the Emitent system (the announcement was sent electronically on 7 January 2002) – that on 4 January 2002 the Bank acquired from Juvenes Invest Sp. z o.o.- an entity whose sole shareholder is BEL Leasing Sp. z o.o. – a subsidiary of the Bank, a business run by Juvenes Invest Sp. z o.o. as understood in Art. 55 with index 1 of the Civil Code, for the total price of PLN  44,888,224.10. The purchased business include in particular a perpetual usufruct right to the plot located in Warsaw at Al. Jerozolimskie 133 a, and ownership of the building on it.

· On 15 March 2002 the Management Board of the Bank informed that on 15 March 2002 the Bank, through the Dom Maklerski BIG BG S.A. in execution of pre-emptive right, performed the transaction of purchase from the Bank’s subsidiaries: FORINWEST Sp. z o.o. ("FORINWEST") and BEL Leasing Sp. z o.o. ("BEL"), of shares of BIG BG Inwestycje S.A. ("BIG Inwestycje")- a subsidiary of the Bank.

Overall the Bank purchased 4,775,000 ordinary registered shares at PLN 100 for each share, including: 1,755,000 shares from FORINWEST and 3,000,000 shares from BEL. 

As a result of the purchase transaction the Bank holds 6,465,000 shares with the par value of PLN 100 each, which constitutes 61.34% of initial capital of BIG Inwestycje, and 13,300,880 votes at the General Meeting of Shareholders of BIG Inwestycje, which constitutes 76.55% of at the General Meeting of Shareholders of BIG Inwestycje.         

Other shareholders of BIG Inwestycje remain: 

- BEL, which holds 2,290,000 shares, which constitutes 21.73% in initial capital of BIG Inwestycje, and 2.290.000 votes at the General Meeting of Shareholders of BIG Inwestycje, which constitutes 13,18 votes at the General Meeting of Shareholders of BIG Inwestycje, and 

- FORINWEST, which holds 1.785.000 shares, which constitutes 16,94% in initial capital of BIG Inwestycje, and 1.785.000 votes at the General Meeting of Shareholders of BIG Inwestycje, which constitutes 10,27% votes at the General Meeting of Shareholders of BIG Inwestycje.

· On 18 March 2002 the Management Board of the Bank, further to the information of 15 March 2002, submitted additional information as regards the transaction of purchase by the Bank of shares of BIG BG Inwestycje S.A. ("BIG Inwestycje"). The source of financing of the purchase assets, which constitute over 10% of own capital of the issuer, were own funds of the Bank. The purchased shares are a long-term investment.

The recorded value of the shares of BIG Inwestycje, which on 15 March 2002 were sold by BEL Leasing Sp. z o.o. ("BEL") i.e. 3.000.000 shares, was PLN 300.012.839,32 in the books of BEL (i.e. PLN 100,00428/share), whereas the recorded value of BIG Inwestycje shares, sold on 15 March 2002 by  FORINWEST Sp. z o.o. ("FORINWEST") i.e.  1.755.000 shares, was PLN 175.500.000 in the books of FORINWEST (i.e. PLN 100/share).

IX. INFORMATION ABOUT GRANTING BY BBG S.A. OF CREDIT SURETY OR GUARANTEE.

In the 1st Quarter of 2002 BBG S.A. did not grant to one entity or its subsidiary credit or loan surety or guarantee, the total value of which would exceed 10% of own capital of BBG S.A.   

X. INFORMATION ABOUT INCOME TAX DUE

Income tax due, charged to the gross financial result established pursuant to provisions of the Law of 15 February 1992 on Corporate Income Tax, for the 1st Quarter of 2002 amounts to PLN 43 422 000. Such a high level of income tax on the financial result was affected by the repurchase by the State Treasury of bonds converted from receivables, which caused realisation of cash interest revenue and obtaining of revenue from SWAP transactions, which items had impact upon reduction of the provision for deferred tax, created at the end of last year.

At the same time the Bank considered, in settlement of tax due, certain provisions for credit risk, covered with the Development and Risk Fund, which became tax deductible.

XI. INFORMATION ABOUT PROVISION FOR DEFERRED TAX

Pursuant to Art. 37 of the Accounting Law of 29 September 1994 business entities maintaining full accounting are under obligation to create provisions for deferred tax and establishing the asset on account of deferred income tax, in connection with the difference of recognition of revenue as obtained and cost as incurred between the gross result reported in accounting books and the result established pursuant to the Corporate Income Tax Law.

The tax value of assets affects the future deductions from the Corporate Income taxable base, whereas the tax value of liabilities, creating a provision in the amount requiring payment in the future, causes increase of the taxable base in future accounting years.

The Bank, establishing the level of provision for deferred tax or of the asset on account of deferred tax, considers the tax rates binding in the year of origination of the tax duty or settlement of the tax deductible cost or loss.

In the balance sheet the Bank reports the value of the provision and asset on account of deferred tax separately in an assets and a liabilities account.

Based on the above the Bank, establishing future tax liability or settlement of tax deductible costs including tax loss, assumes each month for establishment of the provision or tax asset, all transitory gains and losses, as to which there is certainty, that they will be subject to settlement in establishing the taxable base for corporate income tax in future years.

Data for deferred tax are accepted by balance sheet balances of assets and liabilities of the Bank and some items are taken directly from the Profit and Loss Account.

As a result of the above the level of provision created for deferred tax was reduced.

The incremental value, in the balance sheet of the Bank, of the created provision for deferred tax, charged to the financial result as on 31 March 2002 is PLN 318,093,000 whereas assets on account of deferred tax constitute the value of PLN 302,380,000.

Additionally the Bank established assets on account of deferred tax in the amount of PLN 10,391,000 and created a provision for deferred tax in the amount of PLN 18,650,000 in connection with the amendments introduced as of 1 January 2002 of the Accounting Law, concerning measurement of balance sheet items.

XII. ADDITIONAL EXPLANATIONS TO FINANCIAL DATA

In the profit and loss account covering the period from 1 January – 31 March 2001 re-classification was introduced in relation to the previously published financial data. The transformation was designed to unify the manner for presenting the financial data for 1Q 2002 and comparative data. As compared to data published previously in the profit and loss account for the 1Q 2001, following changes were introduced in relation to the ensuing subject matter areas:

· Derivatives; due to the changed format for presenting the revenues and expenses regarding the derivatives, following corrections were made: the „result on financial operations” was decreased by 64 151 thousand PLN and, at the same time, interest income and expense was increased by 131 283 thousand PLN and 67 132 thousand PLN respectively.

 Other corrections introduced to comparable data resulted from the changed format of the reports. For this reason, among other things, the receivables and liabilities towards the state budget were separated (previously these values were demonstrated together with the receivables / liabilities of clients other than financial institutions) 

The item “book value” does not take into account the subordinated loan of 275.000 thousand PLN and thus at end-March 2002 the book value per share amounts to 1,74 PLN. If the subordinated loan were taken into account the value would be 2,06 PLN. 

Following exchange rates were used to calculate the value in EURO:

· for balance sheet items 1Q 2002 - 3,6036 PLN/EURO exchange rate as at 31 March 2002.

· for the P&L account items in 1Q 2002 incrementally and for cash flow 3,6125 PLN/EURO, the exchange rate calculated as the mean of the exchange rates announced at end January, February and March 2002 .

· for balance sheet items 1Q 2001 - 3,6170 PLN/EURO the exchange rate as at 31 March 2001.

· for the P&L account items 1Q 2001 incrementally and for the cash flow  3,7240 PLN/EURO exchange rate calculated as the mean of the exchange rates announced at end January, February and March 2001.







� 1EUR = PLN 3.6036 (rate as at 29.03.02)
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