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Date of issue: 18 April 2002

Consolidated Quarterly Report

FINANCIAL HIGHLIGHTS
PLN 000s

EUR 000s



1st Quarter 2002
1st Quarter 2001
1st Quarter 2002
1st Quarter 2001


 from 1.01.2002                to 31.03.2002
 from 1.01.2001                to 31.03.2001
 from 1.01.2002                to 31.03.2002
 from 1.01.2001                to 31.03.2001

I. Interest income
537 445
673 175
148 774
180 767

II. Commission income
67 544
61 148
18 697
16 420

III. Result on banking activities
283 373
256 063
78 442
68 760

IV. Result on operating activities
3 700
-55 551
1 024
-14 917

V. Profit (loss) before income tax
-5 009
-51 744
-1 387
-13 895

VI. Net profit (loss)
47 118
-62 977
13 043
-16 911

VII. Net cash flows from operating activities 
-1 233 370
475 927
-341 417
127 800

VIII. Net cash flows from investing activities 
466 162
-615 563
129 041
-165 296

IX. Net cash flows from financing activities 
550 302
0
152 333
0

X. Net cash flows, total
-216 906
-139 636
-60 043
-37 496

XI. Total assets 
19 475 177
19 636 512
5 404 367
5 428 950

XII. Amounts due to the Central Bank
0
0
0
0

XIII. Amounts due to other financial institutions
1 927 180
2 434 556
534 793
673 087

XIV. Amounts due to clients and public sector
13 688 705
13 867 991
3 798 619
3 834 114

XV. Equity
1 546 107
1 582 897
429 045
437 627

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)
1,82
3,73
0,51
1,03

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

XX. Capital adequacy ratio
11,13
10,67
11,13
10,67

XXI. Profit (loss) per ordinary share (in PLN / EUR)
0,34
-0,35
0,10
-0,09

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

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

CONSOLIDATED BALANCE SHEET






31.03.2002         end of quarter /                           2002
31.12.2001         end of prior quarter /                           2001
31.03.2001         end of quarter /                           2001
31.12.2000          end of prior quarter /                           2000

Assets





I. Cash and balances with the Central Bank
264 767
466 454
331 847
455 873

II. Debt securities eligible for rediscount at the Central Bank
12 390
19 254
37 330
35 695

III. Amounts due from other financial institutions
1 965 837
1 686 854
2 981 403
1 870 996

1. Current
1 807 050
1 386 416
2 790 502
1 741 109

a) current account
43 618
57 150
54 125
89 469

b) other short-term receivables
1 763 432
1 329 266
2 736 377
1 651 640

2. Term
158 787
300 438
190 901
129 887

IV. Amounts due from clients
8 553 644
7 084 186
6 265 474
6 122 322

1. Current
4 449 422
3 117 647
3 406 800
3 044 572

a) current account
1 063 882
784 399
673 891
675 514

b) other short-term receivables
3 385 540
2 333 248
2 732 909
2 369 058

2. Term
4 104 222
3 966 539
2 858 674
3 077 750

V. Amounts due from public sector
404 991
392 213
245 628
267 578

1. Current
59 502
56 062
46 602
58 238

a) current account
10 821
7 621
7 565
2 735

b) other short-term receivables
48 681
48 441
39 037
55 503

2. Term
345 489
336 151
199 026
209 340

VI. Amounts due from reverse repo transactions 
0
0
0
0

VII. Debt securities
4 814 728
4 935 356
5 590 083
5 186 444

VIII. Amounts due from subordinated entities consolidated using the equity method
109 304
2 202
3 305
3 760

1. Subsidiaries
0
0
0
0

2. Co-owned subsidiaries
0
0
0
0

3. Affiliated companies
109 304
2 202
3 305
3 760

IX. Shares in subsidiaries consolidated using the equity method
0
0
0
0

X. Shares in co-owned subsidiaries consolidated using the equity method
0
0
0
0

XI. Shares in affiliated companies consolidated using the equity method
358 141
319 975
0
0

XII. Shares in other entities
37 966
53 894
1 144 183
1 160 359

XIII . Other securities and financial assets
61 968
51 000
0
0

XIV. Intangibles, including
250 939
259 278
443 011
445 261

 - goodwill
0
0
0
0

XV. Goodwill in subordinated items
799 736
811 000
0
0

XVI. Tangible fixed assets
732 840
1 769 957
1 755 229
1 793 626

XVII. Other assets
287 548
1 162 347
416 773
334 775

1. Acquired assets for resale 
8 905
9 220
1 386
1 388

2. Inventories
483
1 083
281
184

3. Other
278 160
1 152 044
415 106
333 203

XVIII. Prepayments and accrued income
820 378
493 570
422 246
504 528

1. Deferred income tax
380 091
0
35 309
33 015

2. Other
440 287
493 570
386 937
471 513

Total assets
19 475 177
19 507 540
19 636 512
18 181 217

Liabilities and Equity





I. Amounts due to the Central Bank
0
0
0
0

II. Amounts due to other financial institutions
1 889 841
2 223 512
2 434 556
2 235 858

1. Current
682 663
1 035 698
841 415
597 595

a) current account
73 181
83 036
40 486
34 389

b) other current
609 482
952 662
800 929
563 206

2. Term
1 207 178
1 187 814
1 593 141
1 638 263

III. Amounts due to clients
12 809 776
12 831 342
12 614 127
11 617 209

1. Current
11 642 038
11 638 388
12 527 973
11 540 292

a) current account, including:
1 829 419
1 899 815
1 522 488
1 504 623

- savings





b) other current, including:
9 812 619
9 738 573
11 005 485
10 035 669

- savings





2. Term, including:
1 167 738
1 192 954
86 154
76 917

- savings





IV. Amounts due to public sector
878 332
804 269
1 253 534
879 220

1. Current
878 262
804 190
1 253 316
879 011

a) current account
418 248
385 799
503 561
405 274

b) other current
460 014
418 391
749 755
473 737

2. Term
70
79
218
209

V. Liabilities arising from securities sold with repurchase clause (repo transactions)
0
0
39 788
0

VI. Liabilities in respect of debt securities issues
281 275
303 455
313 173
300 084

1. Current
143 551
169 832
290 773
277 684

2. Long-term
137 724
133 623
22 400
22 400

VII. Other liabilities in respect of financial instruments
62 325
0
0
0

VIII. Amounts due to the subordinated entities consolidated using the equity method
37 936
83 398
330
903

1. Subsidiaries
0
0
0
0

2. Co-owned subsidiaries
0
0
0
0

3. Affiliated companies
37 936
83 398
330
903

IX. Special funds and other liabilities
289 018
303 391
589 613
645 303

X. Accrued and suspended cost and income 
583 115
642 765
526 808
518 075

1. Accruals
84 363
206 517
129 733
185 793

2. Negative goodwill
0
0
0
0

3. Other deferred and suspended income
498 752
436 248
397 075
332 282

XI. Negative goodwill of subordinated entities
8 978
7 014
15 669
18 454

XII. Provisions
803 962
540 449
277 885
331 993

1. Deferred corporate income tax
392 438
79 521
129 098
137 879

2. Other
411 524
460 928
148 787
194 114

a) current
199 128
279 687
95 837
103 029

b) long-term
212 396
181 241
52 950
91 085

XIII. Subordinated liabilities
293 490
282 676
0
0

XIV. Minority interest
0
0
3 801
3 884

XV. Share capital
849 182
849 182
424 591
424 591

XVI. Unpaid capital (negative value)
0
0
0
0

XVII. Treasury stock (negative value)
-74 621
-74 621
-74 621
-74 621

XVIII. Supplementary capital
759 100
776 889
542 212
541 520

XIX. Revaluation reserve
77 004
31 147
31 138
30 053

XX. Other reserve capital
139 316
94 568
824 732
814 371

XXI. FX differences on subordinated entity calculations
0
0
0
0

1. Positive FX differences
0
0
0
0

2. Negative FX differences
0
0
0
0

XXII. Retained earnings (loss carried forward)
-259 970
-256 191
-117 847
-162 081

XXIII. Net profit (loss)
47 118
64 295
-62 977
56 401

Total Liabilities and Equity
19 475 177
19 507 540
19 636 512
18 181 217







Capital adequacy ratio
11,13
9,87
10,67
13,71







Book value
1 546 107
1 492 283
1 582 897
1 648 688

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

Book value per share (in PLN)
1,82
3,51
3,73
3,88







Diluted number of shares
-
-
-
-

Diluted book value per share (in PLN)
-
-
-
-

CONSOLIDATED OFF-BALANCE SHEET ITEMS






31.03.2002         end of quarter /                           2002
31.12.2001         end of prior quarter /                           2001
31.03.2001         end of quarter /                           2001
31.12.2000          end of prior quarter /                           2000

I. Contingent liabilities:
4 256 328
3 864 344
2 662 721
2 290 544

1. granted:
3 520 033
3 029 605
2 416 795
2 054 652

a) financial
3 096 868
2 643 032
1 949 575
1 806 085

b) guarantees
423 165
386 573
467 220
248 567

2. received:
736 295
834 739
245 926
235 892

a) financial
5 005
67 120
20 488
14 876

b) guarantees
731 290
767 619
225 438
221 016

II. Liabilities in respect of sale/purchase transactions
17 724 652
15 185 160
10 564 063
8 121 657

III. Other, including:
3 025 683
3 067 664
2 079 128
2 261 060

-other
3 025 683
3 067 664
2 079 128
2 261 060

Total off-balance sheet items
25 006 663
22 117 168
15 305 912
12 673 261

CONSOLIDATED PROFIT AND LOSS ACCOUNT
1 quarter /                           2002
1 quarter /                           2001


 from 1.01.2002                to 31.03.2002
from 1.01.2001                to 31.03.2001

I. Interest income
537 445
673 175

II. Interest cost
381 136
559 241

III. Net interest income(I-II)
156 309
113 934

IV. Commission income 
67 544
61 148

V. Commission cost
20 737
13 299

VI. Net commission income  (IV-V)
46 807
47 849

VII. Net revenues from the sale of products, goods and materials
0
0

VIII. Cost of products, goods and materials sold
0
0

IX. Cost of sales
0
0

X. Net income on sales (VII-VIII-IX)
0
0

XI. Income from shares, other securities and other financial variable-income instruments 
42
2 539

1. from subsidiaries
0
62

2. from co-owned subsidiaries
0
0

3. from associated companies
0
0

4. from other entities
42
2 477

XII. Result on financial operations
67 317
79 291

XIII. Foreign exchange result
12 898
12 450

XIV. Result on banking operations
283 373
256 063

XV. Other operating income
31 989
50 004

XVI. Other operating cost
34 368
52 632

XVII. General and administrative expenses
212 497
218 367

XVIII. Depreciation of tangible fixed assets and intangibles
33 340
33 390

XIX. Provisions and revaluation reserve 
149 348
125 168

1. Specific provisions and General Banking Risk Reserve created
149 348
125 168

2. Revaluation of financial assets
0
0

XX. Provisions and revaluation reserve (released)
117 891
67 939

1. Specific provisions and General Banking Risk Reserve released
117 891
67 939

2. Revaluation of financial assets
0
0

XXI. Net provisions and revaluation reserve (XIX - XX)
31 457
57 229

XXII. Operating profit
3 700
-55 551

XXIII. Net extraordinary gains (losses)
-10
1 021

1. Extraordinary gains
1
6 063

2. Extraordinary losses
11
5 042

XXIV. Goodwill write-off in subordinated entities
11 264
0

XXV. Negative goodwill write-off in subordinated entities
2 565
2 786

XXVI. Profit (loss) before income tax
-5 009
-51 744

XXVII. Income tax
-20 642
11 172

1. current
46 846
22 247

2. deferred
-67 488
-11 075

XXVIII. Other obligatory charges against profit (increases in loss)
0
0

XXIX. Share in net profit (loss) of subordinated companies consolidated under the equity method
31 485
-83

XXX. Minority (profit) loss
0
22

XXXI. Net profit (loss)
47 118
-62 977





Net profit (loss) (annualized)
174 390
-136 773

Weighted average number of ordinary shares
505 918 590
389 428 377

Profit (loss) per ordinary share (in PLN)
0,34
-0,35

Weighted average diluted number of ordinary shares
-
-

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

CHANGES IN CONSOLIDATED EQUITY 
1 quarter /                           2002
1 quarter /                           2001


 from 1.01.2002                to 31.03.2002
from 1.01.2001                to 31.03.2001

I. Equity at the beginning of the period (Opening Balance)
1 485 269
1 630 234

a) changes in accepted accounting principles (policy)
26 099
0

b) fundamental error corrections 
0
0

I.a. Equity at the beginning of the period (Opening Balance), after adjustments to comparative data
1 511 368
1 630 234

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

1.1. Changes in the share capital



a) increases (on account of)
0
0

- share issues

0

-



b) reductions (on account of)
0
0

- retirement of shares

0

-



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

2. Due contributions to share capital at the beginning of the period
0
0

2.1. Change in due contributions to share capital



a) increases (on account of)
0
0

-



-



b) reductions (on account of)
0
0

-



-



2.2. Due contributions to share capital at the period-end
0
0

3. Treasury shares at the beginning of the period
-74 621
-74 621

a) increases (on account of)
0
0

-



-



b) reductions (on account of)
0
0

-



-



3.1. Treasury shares at the period-end
-74 621
-74 621

4. Supplementary capital at the beginning of the period
776 889
541 520

4.1. Changes in supplementary capital



a) increases (on account of)
87
40 578

   - share issue above the nominal value
0
0

   - distribution of profit
83
32 931

   - Banks' merger
0
7 635

   - other
4
12

b) reductions (on account of)
17 876
39 886

   - loss coverage
17 876
39 886









4.2. Supplementary capital at the period-end
759 100
542 212

5. Revaluation reserve at the beginning of the period
31 147
30 053

a) changes in accepted accounting principles (policy)
67 220
0

b) fundamental error corrections 
0
0

5.a.  Revaluation reserve at the beginning of the period  after adjustments to comparative data
98 367
30 053

5.1. Changes in Revaluation reserve



a) increases (on account of)
0
1 097

   - Bank's merger
0
1 097

b) reductions (on account of)
21 363
12

   - sale and liquidation of fixed assets
4
0

   - sale of assets
21 359
0

   - transfer to supplementary capital
0
12

5.2. Revaluation reserve at the period-end
77 004
31 138

6. General Banking Risk Reserve at the beginning of the period
0
171 291

6.1. Changes in the General Banking Risk Reserve



a) increases (on account of)
44 738
0

   - profit distribution
44 738
0

-



b) reductions (on account of)
0
0





-



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

7. Other reserve capital at the beginning of the period
94 568
643 080

7.1. Changes in other reserve capital



a) increases (on account of)
10
10 361

   - profit distribution
10
10 347

   - Banks' merger
0
14





b) reductions (on account of)
0
0









7.2. Other reserve capital at the period-end
94 578
653 441

8. FX differences on the calculation of subordinated units



9. Retained profit (loss carried forward) at the beginning of the period
-256 191
-162 081

9.1. Retained profit at the beginning of the period
0
0

a) changes in accepted accounting principles (policy)
0
0

b) fundamental error corrections 
0
0

9.2. Retained profit  at the beginning of the period, after adjustment to comparable data
0
0

9.3. Change in retained profit 



a) increases (on account of)
0
0

- distribution of retained profit

0

-



b) reductions (on account of)
0
0

-



-



9.4. Retained profit at the period-end
0
0

9.5. Loss carried forward at the beginning of the period
-256 191
-162 081

a) changes in accepted accounting principles (policy)
-41 121
0

b) fundamental error corrections 
0
0

9.6. Loss carried forward at the beginning of the period, after adjustment to comparable data
-297 312
-162 081

9.7. Changes in loss carried forward



a) increases (on account of)
350 708
461 310

   - increase account of previous year profit
65 664
177 086

   - loss coverage with supplementary capital
17 876
39 886

   - depreciation of capital reserve
10 099
13 928

   - loss of minority shareholders
106
61 116

   - eliminated reserves for internal group receivables
15 095
113 801

   - deconsolidation of BG Leasing S.A. and Eureko Polska Sp. z o.o.
98 634
0

   - share in profit of associated companies
101 466
0

   - unrealized profit on inter-group transactions 
38 856
0

   - other
2 912
55 493

b) reductions (on account of)
313 366
417 076

   - transfer of previous year loss
221 390
230 154

   - unrealized profit on internal group transactions
0
101 634

   - consolidated goodwill write-off
45 084
11 672

   - distribution of profit
44 831
43 278

   - Banks' merger
0
8 745

   - other 
2 061
21 593

9.8. Loss carried forward at the period-end
-259 970
-117 847

9.9. Retained profit (loss carried forward) at the period-end
-259 970
-117 847

10. Net result
47 118
-62 977

a) net profit
47 118
0

b) net loss
0
-62 977

II. Equity at the period-end (Closing Balance)
1 537 129
1 567 228

III. Equity after the proposed profit distribution (loss coverage) is taken

 into account



CONSOLIDATED CASH FLOWS
1 quarter /                           2002
1 quarter /                           2001


 from 1.01.2002                to 31.03.2002
from 1.01.2001                to 31.03.2001

A. Cash Flow from operating activities - direct method



I. Inflows
0
0

1. Interest



2. Commission



3. Sales



4. Other inflow from operations



II. Expenses
0
0

1. Interest



2. Commission



3. Deliveries and services



4. Salary



5. Insurance and other benefits



6. Other general and administration cost



7. Taxes and public fees



8. Other operating expenses



III. Net cash flow from operating activities (I - II) - direct method
0
0

A. Cash Flow from operating activities - indirect method



I. Net profit (loss) 
47 118
-62 977

II. Total adjustments:
-1 280 488
538 904

1. Minority profit (loss)
0
-22

2. Share in net (profit) loss of subordinated entities consolidated with the equity method
-31 485
83

3. Depreciation, including:
42 038
117 528

- write-off of  goodwill of subordinated entities and negative goodwill of subordinated entities
8 699
-2 786

4. (Profit) loss on FX differences
23 418
0

5. Interest and share in profit dividend
24 731
0

6. (Profit) loss from investing activities
469
6 171

7. Changes in reserve
270 118
-52 327

8. Changes in inventories
600
-97

9. Changes in debt securities
-357 455
123 877

10. Changes in amounts due from other financial institutions
-430 845
-1 127 652

11. Changes in amounts due from clients and public sector
-432 409
-118 337

12 . Changes in amounts due from reverse repo transactions 
0
0

13. Changes in shares, other securities and other financial assets
15 193
10 467

14. Changes in amounts due to other financial institutions
-159 837
197 368

15. Changes in amounts due to clients and public sector
52 469
1 370 659

16. Changes in liabilities arising from securities sold with repurchase clause (repo transactions)
0
39 788

17. Changes in liabilities in respect of debt securities issues
-22 180
13 089

18. Changes in other liabilities
113 593
-137 591

19. Changes in accruals
-448 353
26 370

20. Changes in deferred and suspended income
60 555
66 938

21. Other adjustments
-1 108
2 592

III. Net cash flow from operating activities (I +/- II) - indirect method
-1 233 370
475 927

B.Cash Flow from investing activities



I. Inflows
526 135
49 722

1. Sale of shares in subsidiaries
0
0

2. Sale of shares in co-owned entities
0
0

3. Sale of shares in affiliated companies
0
0

4. Sale of shares in other entities, other securities and other financial assets
525 699
4 051

5. Sale of intangibles and tangible fixed assets
436
45 671

6. Sale of investments in real property and intangibles
0
0

7. Other investment inflows
0
0

II. Expenditures
59 973
665 285

1. Purchase of shares in subsidiaries
0
0

2. Purchase of shares in co-owned entities
0
0

3. Purchase of shares in affiliated companies
0
0

4. Purchase of shares in other entities, other securities and other financial assets
67
527 541

5. Purchase of intangibles and tangible fixed assets
51 315
127 689

6. Investments in real property and intangibles
8 591
10 055

7. Other investment outlays
0
0

III Net cash flow from investing activities (I - II)
466 162
-615 563





C. Cash Flow from financing activities



I. Inflows
775 077
0

1. Long-term loans incurred from other banks
0
0

2. Long-term loans incurred from financial institutions other than banks
0
0

3. Issue of debt securities
0
0

4. Increase in the subordinated debt balance
10 813
0

5. Net inflows from share issues and additional contributions to capital
764 264
0

6. Other financing inflows
0
0

II. Expenditures
224 775
0

1. Repayment of long-term loans to other banks
218 358
0

2. Repayment of long-term loans to financial institutions other than banks 
0
0

3. Redemption of debt securities
0
0

4. For other financing liabilities
0
0

5. Payment of liabilities under financial leasing contracts
0
0

6. Decrease in the subordinated debt balance
0
0

7. Dividends and other payments to owners
0
0

8. Dividends and other profit distributions paid to minority shareholders
0
0

9. Profit distributions other than payments to owners
0
0

10. Purchase of treasury shares
0
0

11. Other financial expenditures
6 417
0

III. Net cash flow from financing activities (I - II)
550 302
0

D. Net cash flow, total (A.III +/- B.III +/- C.III)
-216 906
-139 636

E. Balance sheet changes in cash, including:
-216 906
-139 636

- change in cash balance resulting from FX differences
0
0

F. Cash at the beginning of the period
481 673
490 636

G. Cash at the period-end (F+/- D), including:
264 767
351 000

- of limited disposal
0
0

NOTES TO THE CONSOLIDATED QUARTERLY REPORT OF THE BIG GROUP FOR THE 1ST QUARTER OF 2002

CONSOLIDATED NET PROFITS OF THE BIG BANK GDAŃSKI CAPITAL GROUP FOR THE FIRST QUARTER OF 2002 AMOUNTED TO 47.1 MILLION PLN (13.1 MILLION EURO) IN THE COURSE OF CONSISTENT IMPLEMENTATION OF THE PROCESS OF TRANSFORMATION OF THE BANK AND THE BIG CAPITAL GROUP
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 31 March 2002), the BIG Capital Group has generated consolidated net profit of PLN 47.1 million (EUR 13.1 million). These results compare with a consolidated loss of PLN 63.0 million (EUR 17.5 million) generated in the first quarter of 2001. 

The profitability of own capital (ROE), on the consolidated basis, was 12.7% for the period, what compares with a negative result in the homologous period in 2001. The BIG Group recorded profitability of total assets (ROA) of 0.97%. Earnings per share (EPS) in the first three months of this year were PLN 0,22 (EUR 0,06).

Profitability Indicators
31 Mar 01
31 Mar 02
Change

2002 / 2001

Net Profit (PLN million)
- 63.0
47.1
n.a.

ROE
n.a.
12.7%
--

ROA
n.a.
0.97%
--

EPS
n.a.
0,22 zł
--

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 interest and discount related to swap operations from profit on financial operations to interest income and interest expenses, and shifting fixed assets from leasing operations to receivables. The Bank is expecting to receive in the near future the interpretation of the legal provisions concerning the presentation of comparable data, from which some changes may arise to adjustments applied as of 31 March 2001.  

The consolidated net interest margin in the period under analysis reached PLN 156.3 million (EUR 43.4 million), which represents 37.3% growth over the PLN 113.9 million (EUR 31.6 million) accounted in the first quarter of 2001. The growth in business volumes and implementation of a flexible pricing policy aimed to protect the erosion of the net interest margin in our increasingly competitive market, were important for this result. The net interest margin rate increased to 4.0%, which represents 82 basis points over the values of the homologous period last year.

Operating Indicators
31 Mar 01
31 Mar 02

Net Interest Margin (*)
3.2%
4.0%

Operating Costs / 

Total Income  (**)
93.9%
81.8%



(*) Result on Interest / Average Interest Earning Assets



(**) Cost to Income ratio considers the profit from consolidation of PZU share of profit

Other income, amounted to PLN 127.1 million (EUR 35.2 million) in the first three months of 2002 what represent 90% of the total amount accounted in the homologous period of last year of PLN 142.1 million (EUR 39.4 million). However, it should be noted that 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 an improvement of 3,6% in the period under analysis from PLN 12.4 million (EUR 3.4 million) on 31 March 2001 up to PLN 12.9 million (EUR 3.6 million) on 31 March 2002. 

Net commissions totaled PLN 46,8 million (EUR 13.0 million), compared to PLN 47.8 million (EUR 13.3 million) in the first quarter of 2001. This evolution was negatively influenced by the increase of commissions paid to external operators that sell consumer credit, that contribute to the increase in the interest margin. The Bank’s effort to increase sales resulted in a significant increase of commissions on credit cards.

The result on banking operations in the first quarter of 2002 was PLN 283.4 million (EUR 78.6 million) as compared to PLN 256.1 million (EUR 71.1 million) in the first quarter of 2001.  This means an increase in the result on banking operations by PLN 27.3 million (EUR 7.6 million), i.e. 11%. 

Operating costs (staff costs, material expenses and depreciation) amounted to PLN 245.8 million (EUR 68.2 million), which represents a decrease of 2.4% over PLN 251.8 million (EUR 69.9) million booked in the first quarter of 2001. This cost reduction already shows the impact of cost rationalization measures, and particularly centralization of certain support function in Warsaw and Gdańsk.

Efficiency has shown improvement in the first quarter of 2002, as cost to income
 stood at 81.0% (92.9% in the homologous period of 2000). The full implementation of the restructuring plan, in particularly regarding the migration of BBG branches to Millennium will have positive impact on this indicator.

In the first quarter of 2002, the difference between provisions and revaluation closed at PLN -31.5 million (EUR -9.7 million), representing a decrease of PLN 25.8 million (EUR 7.2 million) over the first quarter of 2001. 

The BBG Group’s gross profit adjusted by the consolidation of the share in PZU profit was PLN 26.5 million (EUR 7.3 million) for the quarter ending 31 of March 2002. This value represents an increase of PLN 63.3 million (EUR 17.6 million) over the proforma Group’s gross profit adjusted by the consolidation
 of PZU net profit of the first quarter of 2001.

In the first quarter of 2002, the Capital Group generated net profit of PLN 47.1 million (EUR 13.1 million), which exceeds the net profit recorded in the first quarter of 2001 by PLN 110.1 million (EUR 30.6 million).

Total Assets stood similarly at the same level as in the first quarter of 2001, however positive changes took place in the Balance Sheet structure. The deposits to credit transformation ratio evolved from 47.0% to 65.4% in the period, reflecting the increased efficiency of asset management.

Loans to customers totaled at PLN 8.959 million (EUR 2.486 million) on 31 March 2002, that is 18.3% above the proforma amount of loans to customers as at 31 March 2001 of PLN 7.574 million (EUR 2.102 million). As total loans accounted in 2002 include the leasing receivables that, accordingly to the accounting rules in the previous year, were accounted as fixed assets the above comparison is made on a proforma basis, including in the total loans to customers in 2001 also the leasing receivables. The amount of loans to customers accounted according to the 2001 regulations was PLN 6.511 million (EUR 1.807 million) at the end of the first quarter of 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 commercial platform and launching mortgage banking services.

Total deposits from customers stood at PLN 13.688 million (EUR 3.799 million) at the end of the first quarter of 2002, which compares to PLN 13.867 million (EUR 3.848 million) as at 31 March 2001. However, at the Bank level, total deposits from customers increased 2%, from PLN 12.334 million (EUR 3.422 million) as at 31 March 2001, to PLN 12.552 million (EUR 3.483 million) at the end of the first quarter of 2002. The 2-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 an increase of 4% in retail deposits while keeping their profitability.

Capital adequacy ratio as at 31 of March 2002 was 11.13%, which signifies secure capital levels. 

Activity Indicators 

(PLN millions)
31 Mar 01
31 Mar 02
Change

2002 / 2001

Total Assets
19 637
19 475
-0.8%

Total Deposits from Customers
13 868
13 688
-1.3%

Total Loans to Customers (*)
7 574
8 959
18.3%

Own Funds (**)
1 583
1 821
15.0%


(*)  Loans to Customers as at 31 March 2001 were adjusted by leasing 


(**)  Shareholders Equity + Subordinated Debt

Overdue loans at the Bank level 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 the end of the 1st quarter of 2001). 

In the second quarter of 2001, following the adoption of a more conservative policy for collateral valuation, the Bank increased specific credit provisions in order to pursue one of its strategic goals of strengthening the balance sheet.

Also at the Bank level, provision charges for the year contributed to an important improvement of provision coverage: 40,9% at 31 March 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 2001 implementation of a totally redesigned credit decision function for each of the areas of business (corporate, small business and retail Clients) will cause future improvements of these ratios. 

Implementation of a modern business model and business development

The banking business is organized around five Business Lines, targeting different segments of retail and corporate clients, and offering them specifically designed products and services in an integrated and specialized way by separate networks of modern outlets. 

BBG Millennium Retail

The Bank continued its development along the retail brand. In the first quarter of 2002 the Bank completed the full automatic migration of the first three traditional BBG branches to the Millennium system. This complex process has been running with general good acceptance of the Millennium concept by Customers and Employees of traditional BBG branches. 

As at 31 of March 2002, the number of BBG retail branches was 322, including 228 Millennium branches. These figures compare with 279 Retail branches in the end of the first quarter of 2001, including 180 Millennium branches. These numbers represent growth of 15% and 27%, respectively.

Total retail deposits amounted to PLN 8.6 billion (EUR 2,4 billion) and in the same period credit reached PLN 2.2 billion (EUR 0,6 billion), including business channelled through external operators. In the quarter under analysis BBG opened 16 thousand current accounts for new customers.

The number of credit cards grew to 45 thousand by 31 March 2002, showing an annual growth more over three times the number of credit cards issued as at 31 March 2001. 

Millennium Prestige

The affluent customers’ network of Millennium Prestige, launched in July 2001, continued its sustained growth. In the first quarter of 2002 it has opened 9 new branches, up to a total of 15 branches in the main cities of the Country, and increased substantially its customer base to 4.7 thousand clients (30% growth since the end of 2001). This business line manages customer assets of PLN 1.9 billion, out of which deposits constituted PLN 1.15 billion.

Millennium Biznes

Regarding the Bank’s specialized offer for the segment of small companies and entrepreneurs provided by the Millennium Biznes network, the Bank continued to develop its presence in the market. By 31 March 2002, Millennium Biznes had acquired over 1.7 thousand customers.

BBG Large and Mid Corporate

The Bank is proceeding with the centralization of the corporate business into the new specialized structures of Large Corporate  (a central unit in Warsaw and Gdańsk) and Mid Corporate (21 Business Centres located in the capital cities of the 16 “Voivodships”) from where more than 150 Relationship Managers manage the Bank’s tailor made offer to the targeted segments. 

At 31 March 2002, total loans were PLN 2552 million (EUR 708 million) for Large Corporate and PLN 3015 million (EUR 837 million) for Mid-Corporate; and total deposits were PLN 610 million (EUR 169 million) for Large Corporate and PLN 2777 million (EUR 771 million) for Mid-Corporate. 

Remote and Automatic Channels

The Bank pursued on the development of remote capacity to serve its customers through automatic channels, increasing availability of services and optimizing customer service. 

As at 31 March 2002, BBG customers had access to 846 ATMs, including 337 located inside Millennium branches (87% annual growth).  

Regarding the Call Centre activity, another of the strategic distribution channels, there was an increase of 14,4% in the number of transactions ordered by customers in March 2002 when compared with the performance accounted in March 2001. 

By the end of March 2002, 2.6 thousand corporate customers were using ESOBIG (BBG direct banking solution for corporate customers), which compares to almost 1 thousand corporate customers as at 31 March 2001; and 61 % of the transactions of corporate customers are done electronically.

Cross-selling

The Bank considers cross-selling as a major pillar of its commercial activity. 

Mortgage banking services, launched in the last semester of 2001, achieved dynamic growth, averaging 8,6 new contracts approved per day in the 1st quarter of 2002. Furthermore, the unit is also developing the assurefinance project, aiming to sell mortgage loans via PZU S.A. agents.

In February 2002, Millennium TFI received authorization to sell its offer of 4 different mutual funds through BBG branches. As at 31 March 2002, Millennium TFI started actively selling mutual funds through the BBG networks that presently account for the following share: Retail, 32%: Millennium Prestige: 45%; Millennium Biznes 14%; and Mid Corporate: 9%.

In the second semester of 2001, bancassurance activity was launched in cooperation with PZU. It is currently developed mainly through the Retail network, BBG branches sold 3.3 thousand new insurance policies in the first quarter of 2001, which represents 14% increase over the total insurance sales in 2001.  

Infrastructure Rationalization

Complementing the restructuring of the commercial area, the Bank is also implementing a program of centralization of operational and support areas preparing the full integration of all activities into the same systems platform and adopting new technologies to improve efficiency and obtain cost savings.

The process of rationalization of the operational infrastructure, replacing several a number of decentralized back-office functions with a new centralized Back-Office structure, gives the Bank the necessary infrastructure to cope with the needs after the full migration of customers from traditional decentralized systems to the centralized Millennium system.

The full impact on activity costs of all this reorganization, centralization and automation will only take place once that migration is finished. However, some results are already reflected in the decrease of activity costs shown in P/L, and also in the headcount evolution.

Migration from Zorba local system to the centralized Millennium system has started at the end of February and is scheduled to continue until the end of July. Zorba is the platform in which most of the retail BBG clients are currently being managed.   Migration from IBIS local system, the BBG corporate clients IT platform, is planned to take place in August and September.

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 related to the share price in the end of 2001 and compares in favor with the market that, for the same period, increased 7.9%.

Conclusion

· In the first quarter of 2002 the BBG Capital Group started the final stage of implementation of the restructuring process 2001/2002. The most important element of this process is the migration of customers serviced in decentralized operating systems (ZORBA, IBIS) to the unified common ICBS platform, as well as the unification of the offer and customer management within individual business lines. The Bank successfully finalized the pilot program and implemented the principal program in the first six branches.

· The organization of customer service based on specialized business lines has already brought about positive results – modernized offering and increased number of customers.

· Improved efficiency may be observed, which is reflected in reduced cost of banking operations and in employment level – these are the first results of the implementation of the BIG Group restructuring program.

ADDITIONAL INFORMATION

I. PRINCIPLES ADOPTED IN PREPARATION OF THE CONSOLIDATED QUARTERLY REPORT

This report contains consolidated 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 31st December 2001 in accordance with requirements of Ordinance of the Council of Ministers of 16th October 2001 (Journal of Laws, No. 139 item 1569 of 10th 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 consolidated financial statements of the BIG Group prepared as of 31st December 2001, published on 25th February 2002.

In this year we have introduced changes in accounting principles, as dictated by enforcement of the amended accounting law and ordinances of the Minister of Finance of December 2001, being 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,

· Leasing business,

· Capitalized interest, interest on receivables under observation,

· Income tax provisions.

The BIG Group has introduced some of the changes applicable to new accounting standards, in actions aimed at finalizing quantification of adjustments have been taken in respect to the other. In the Bank’s opinion, such work will be completed in Q2 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), BIG Group has presently included the effects of adopting new standards in its own equities. The adjustment has been presented as amendment to the 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 regarding the valuation of assets available for sale and shares in subsidiaries, as well as shift in time of applying valuations of financial assets according to depreciated 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. Such methodology conforms with the guidelines set forth in the Accounting Law and the Ordinance of the Minister of Finance, which set forth principles for recognizing, valuating, disclosing and presenting financial assets, as well as with the IAS and USGAAP.

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.

 
Additionally, please be reminded that last year we had adopted an assumption, by which 1 January 2000 was taken as the date of including PZU Group data using the property rights consolidation method, and all corrections on the title thereof were included for the first time in the BIG Group consolidated reports prepared for 30 June 2001. Such approach was caused by events relating to the agreement on purchase by the EUREKO – BIG BG S.A. consortium of 30% shares in PZU S.A., which took place already after the transaction was effected, and were described in the statements for 20901. In case of consolidated statements of BIG Group prepared for 31 March 2002, this means that comparative data (for 31 March 2001) do not include consolidation of PZU Group data.

The following exchange rates were used to calculate the EURO amounts:

· 3.6036 PLN/EURO for balance sheet items (exchange rate of 31 March 2002), (3.6170 PLN/EURO for comparative data),

· 3.6125 PLN/EURO for P&L items for the 1st quarter, i.e. the exchange rate calculated as the average of exchange rates for the end of January, February and March 2002 (3.7240 PLN/EURO for comparative data).

II. STRUCTURE OF THE BIG CAPITAL GROUP 

BIG Bank GDAŃSKI S.A. is the dominating entity in the BIG Capital Group. Other entities, which form part of the BIG Capital Group, encompassed with the consolidated financial statement as at 31 March 2002 are as follows:

Entity
Business
Consolidation method

BEL Leasing Sp. z o.o.
leasing services
full

PTE BIG BG S.A.
pension fund management
full

Dom Maklerski BIG BG S.A.
brokerage services
full

Forin Sp. z o.o.
factoring
full

Forinwest Sp. z o.o.
managing other entities
full

BBG FINANCE B.V.
financing companies in the Group 
full

BIG BG INWESTYCJE S.A.
financial operations on the capital market and consulting services
full

BET Trading Sp. z o.o.
financial operations on the treasury debt market
full

DEBT Services Sp. z o.o.
financial operations on the treasury debt instruments market
full

INEC Services Sp. z o.o.
financial operations on the capital market and consulting services
full

TBM Leasing Sp. z o.o. 
financial operations on the capital market and consulting services
full

Millennium TFI S.A.
establishing and managing investment funds
full

Additionally, due to the fact that the BIG Group acts as a major investor in other business entities, if the scale of operations conducted by these entities is considerable (as compared to the BIG Group), or if such involvement is significant to the BIG Group in any other way, then shares in such entities are consolidated using the equity method in the consolidated statement. As of 31 March 2002, such method was applied to the following entities:

1. PZU S.A.

2. Prolim S.A.

3. Besta Sp. z o.o.

The following changes in the BIG Group structure took place in the 1st quarter of 2002:

· in result of launching operating activities, Millennium TFI S.A. has been consolidated using the full method since 1 January 2002, 

· due to the increasing scale of operations, as well as the increasing scope of cooperation with BIG Group entities, shares in Prolim S.A., which are held in the BIG Group portfolio have been consolidated using the equity method since the beginning of the year,

· changes in the ownership structure of BIG BG Inwestycje S.A. which was described in more detail in item VIII.

Pursuant to criteria indicated in par. 57 and 58 of the Act on Accounting, the following BIG Group entities were excluded from consolidation:










PLN 000s

Name
Total assets
% *
Comments
Data as of

BIG Bank GDAŃSKI S.A.
19 328 827
-

31.03.2002







Lubuskie Fabryki Mebli S.A.
19 261
0.10%

31.12.2001

Reess Trading Sp. z o.o.
101
0.00%

31.12.2001

Juvenes Invest Sp. z o.o.
46 792
0.24%

31.12.2001

Wilga Las Woda Sp. z o.o
107
0.00%

31.12.2001

DOBI S.A.

0.00%
in liquidation

BG Leasing S.A.

0.00%
in bankruptcy

ACCON Services Sp. z o.o.
304
0.00%

31.12.2001

* - percentage share of the company’s assets in total assets of BBG S.A.

III. DESCRIPTION OF MATERIAL ACHIEVEMENTS OR FAILURES OF THE ISSUER IN THE REPORTING PERIOD 

1. The first quarter of 2002 was the period of further 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 back-office system, 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 specialized 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 modernizing the bank product and service offering for this group of Customers.

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

2. 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 Banku GDAŃSKIEGO 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.

3. 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.

4. 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.

5. 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.

6. 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. 

7. 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

· authorizing 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 WAS PREPARED AND THE DATE OF ITS PUBLICATION.

After 31 March 2002 no events occurred which could have material impact on the  future financial results of the BIG BG S.A. Capital Group.

V. SHAREHOLDERS HOLDING AT LEAST 5% OF TOTAL NUMBER OF VOTES AT THE GENERAL MEETING OF SHAREHOLDERS OF THE DOMINANT ENTITY – BBG S.A.
Data as of the day on which the previous consolidated quarterly report was submitted - 20.02.2002.
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 of the day on which the consolidated quarterly report was submitted - 18.04.2002.
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 24 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 S.A.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).

· 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 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 ecorded 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 

· Income tax due

Income tax due, charged to the gross financial result was established pursuant to provisions of the Law of 15 February 1992 on Corporate Income Tax. 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.

· Deferred income tax 

Pursuant to Art. 37 of the Accounting Law of 29 September 1994 business entities are under obligation to create deferred tax provisions in connection with the difference of recognition of revenue as obtained and cost as incurred pursuant to the Corporate Income Tax Law of 15 February 1992.

Based on the above, each month BIG Group entities (pursuant to the binding law, the BIG Group is not a fiscal group) establish the income tax provision, assuming for its establishment all transitory differences, as to which there is certainty that they will become a taxable income or cost in future reporting periods. This approach makes it possible to burden the financial result equally and guarantees that cost of the current financial year will not impact the financial result obtained in future years.

Within the period from 1 January to 31 March 2002, BIG Group entities posted in the profit and loss account the dissolution of the deferred tax reserve for the total of 67,488 thousand PLN.

XI. ADDITIONAL INFORMATION TO FINANCIAL DATA 

· In the consolidated 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:

· leasing; the interest part of the leasing instalments worth 41 680 thousand PLN was extracted from other operating income and was re-posted to the item „interest income”. Additionally, the value of „depreciation of fixed assets and intangibles” and item „other operating income” by 86 924 thousand PLN which constitutes the depreciation value of the leased fixed assets,

· derivative instruments; due to the changed manner for recognising the income and expense regarding derivatives  following corrections were introduced: 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) and the item “own shares” with negative value were separated in the equity (in the previously published consolidated reports the value of own shares  held by the BIG Group reduced different equity items).

· It must be noted that the financial data included in the present report prepared as at 31 March  2002  contained the solvency ratio calculated  for the BIG Group, while at other times the value of the solvency ratio was calculated for the dominant entity – BBG S.A. This manner of presentation results from the fact that the obligation to calculate the consolidated solvency ratio was introduced only at the beginning of the current year (and methodology was specified).

� Cost to Income ratio includes as income the consolidated share in PZU’s income. 


� Group’s gross income as at 31 March 2001 includes, for comparison reasons, the proforma consolidation of the share in PZU’s net income, although the consolidation was only effective in the second quarter of last year.
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