BIG Bank GDAŃSKI S.A.

in PLN 000’s

INTRODUCTION

1.  SCOPE OF BUSINESS ACTIVITIES OF THE ISSUER

In according with NACE (Nomenclature des Activités de la Communauté Européenne)
Financial intermediation excluding insurance and pension fund operations

Scope of business:
In accordance with the Banking Law of 29 August 1997, Art. 5 and Art. 6, in particular: accepting deposits, operating other bank accounts, granting loans, issuing guarantees, issuing bank securities, trade in securities, carrying out inter-bank settlements, granting loans, servicing cheques and bills of exchange (promissory notes), issuing credit/debit cards and servicing credit/debit card operations, purchasing and selling receivables, guarantees and warranties. 

The financial statements cover the period 1.10.99 - 30.06.00 , and include comparative data for the period 1.10.98 - 30.06.99. 

2.
INFORMATION ON RESTATEMENT OF THE FINANCIAL STATEMENTS FOR THE PRIOR PERIOD

The financial statements for the previous half-year were not restated

3. 
ACCOUNTING POLICIES USED IN THE PERIOD 1.10.1999 - 30.06.2000 

I. Introduction
The Bank’s accounting policies are based on the Accounting Law of 29 September 1994; Resolution No. 2/98 of the Banking Supervisory Commission, dated 3 June 1998, regarding specific accounting policies to be employed by banks, and the notes to their financial statements (as amended); Decree No. 13 of the President of the NBP of 10 December 1994; Resolution No. 13 of the Banking Supervisory Commission of 22 December 1998, regarding provisions for banking risks; and the Resolution of the Council of Ministers of 22 December 1998 on the nature, form, scope and frequency of submitting current and periodical information by entities issuing securities admitted to public trading.  Entities of the former BIG S.A. have classified their banking operations in accordance with the BBG Bank Chart of Accounts (“BPK BBG”), which is based on the Master Chart of Accounts introduced by the President of the NBP in Resolution No. 4/95 of 22 February 1995.  Entities of the former Bank Gdański S.A. have classified their banking operations in accordance with the BBG COMPANY CHART OF ACCOUNT, which is based on the 1986 Banking Chart of Accounts. All entities of BBG prepare a report of sub-accounts in accordance with the BPK BBG as at the balance sheet date.

II. Tangible and intangible assets

1. Tangible and intangible assets are recorded at cost or at the value resulting from their revaluation.

2. Depreciation rates applied by the Bank conform with the schedule of annual depreciation rates for tax purposes annexed to the Resolution of the Minister of Finance dated 17 January 1997, regarding the depreciation of tangible assets and amortisation of intangible assets as well as the revaluation of fixed assets.  The annual depreciation rate for computer systems is 30 per cent.

3. Depreciation is calculated using the straight-line method. 

4. Assets under construction are disclosed at their gross value and are not depreciated.

III. Receivables and liabilities

1. Receivables and liabilities are disclosed in the amount due.

2. In the financial statements, receivables are shown net of specific provisions.

IV. Repossessed assets
1. Repossessed assets are recorded in the amount of the debt underlying the assets or at the net realisable value, whichever is the lower. 

2. Provisions are established for the difference between repossessed assets and outstanding debt. 

V. Securities 

1. Debt securities – held for trading (short-term investments):

a) the following operations are performed not later than by the end of each month:

· for Treasury bills and fixed interest bonds (including ten year bonds with a variable interest rate) – discounts are settled on a constant yield basis;

· the Bank revalues one and three year bonds with a variable interest rate against their market price as at the balance sheet date.  This policy was in accordance with the existing accounting regulations when it was adopted and the Bank’s computer system calculated the revaluation in accordance with the then existing regulations;

· other debt securities are valued at cost adjusted for any discount or premium;

· accrued interest on bonds is determined using interest rate tables approved by the Ministry of Finance;

b) the sale of debt securities held for trading is recorded using the LIFO method.

2. Debt securities – long-term investments:

a) the following operations are performed not later than by the end of each month:

· for Treasury bills and fixed interest bonds (including  ten year bonds with a variable interest rate)  – discounts are settled on a constant yield basis;

· the Bank revalues one and three year bonds with a variable interest rate against their market prices as at the balance sheet date.  This policy was in accordance with the existing accounting regulations when it was adopted and the Bank’s computer system calculated the revaluation in accordance with the then existing regulations;

· other debt securities are valued at cost adjusted for any discount or premium;

· accrued interest on bonds is determined using interest rate tables approved by the Ministry of Finance;

b) the issuer redeems securities on their maturity.

3. Shares – held for trading (short-term investments):

a) shares are revalued at the end of each month at their current market price or cost, whichever is the lower.  Provisions are created for any decrease in their value.  Such provisions are calculated as the difference between the book value of the shares and their current market price;

b) sales of shares are settled at the weighted average carrying value of the securities as at the selling date.

4. Shares – long-term investments:

a) shares are revalued at the end of each quarter at their average stock exchange quotations for the last three months or cost, whichever is the lower.  Provisions are created for any permanent diminution in their value;

b) sales of shares are settled at the weighted average carrying value of the securities as at the selling date;

5. Shares in subsidiaries, associated companies and minority interests:

a) shares are revalued at the end of each quarter at their average stock exchange quotations for the last three months or cost, whichever is the lower.  Provisions are created for any permanent diminution in their value;

b) shares in subsidiaries, associated companies and minority interests that are not traded on the Stock Exchange are valued as at the annual balance sheet date.  Provisions are created for any permanent diminution in their value.  Such provisions are calculated as the difference between the current value of these shares and their purchase price.

VI. Assets and liabilities denominated in foreign currency

1. Foreign currency assets and liabilities which comprise balance sheet and off-balance sheet items are converted into zloty as at the balance sheet date at the average exchange rate for each currency established by the President of the NBP. 

2. At the end of each day, the balances of foreign currency accounts are automatically recalculated at the average exchange rate for each currency as established by the President of the NBP.

VII. Interest income

1. Interest income is accrued to the last day of the reporting period.

2. Interest on receivables classified as normal and due to the Bank in a current reporting period is disclosed as income.

3. Interest due but not received, from receivables reclassified as non-performing, is presented as suspended income and not recorded in the income statement until received.

4. Discount arising on purchased debt receivables is presented as income received in advance and recognised in the profit and loss account on an accrual basis. 

VIII. Interest cost

1. The interest cost is accrued to the last day of the reporting period. 

2. The interest payable for the reporting period is disclosed as a cost.

IX. Commission and fees 

Commission and fee income and costs are recognised in the income statement on a cash basis, i.e. when paid or received.

X. Provisions for non-performing receivables and general risk provision

1. The Bank creates specific provisions for loan receivables, purchased receivables, other assets under risk and off-balance sheet liabilities in accordance with the applicable laws and regulations in force. 

2. A general risk provision may be created in accordance with the Banking Law. The Bank has made the general risk provision based on particular substandard and doubtful loans in respect of which the Banks released specific provisions and assigned these loans to the general risk provision.  Therefore, these loans are shown at gross amounts due from clients and state administrative entities in the relevant line of the financial statements.

XI. Deferred tax provision

1. The Bank’s internal regulations regarding deferred tax provisions came into effect on 1 October 1995.

2. At the end of each month, a deferred tax provision is created to account for temporary timing differences in the amount of corporate income tax due in the next reporting periods.  These variances result from the difference in recognising income and expenses in the Accounting Law and the tax regulations. 

XII.
Value Added Tax (VAT)

The Bank does not deduct input tax from output tax.  The Bank pays VAT in respect of transactions other than banking operations.

XIII.
Costs of share issues 

The costs of issue of J-series shares have been included in intangible assets and will be amortised over a 5‑year period due to the fact that no share premium arose.

4.
INFORMATION ON ADJUSTMENTS IN THE FINANCIAL STATEMENTS RESULTING FROM QUALIFICATIONS OF AUDITORS’ OPINIONS

There were no such qualifications.

5. 
INFORMATION ON COLLECTIVE DATA IN THE FINANCIAL STATEMENTS

BIG Bank GDAŃSKI S.A. does not have any internal organisational units which prepare their own financial statements. 

5. AREAS OF DIFFERENCE BETWEEN IAS AND THE BANK’S ACCOUNTING POLICY AS AT 30.06.2000

1. Investment in debt securities

The Bank revalues one and three year bonds with variable interest (included in both the investment and trading portfolios) against their market value.  Although this accounting treatment is allowed by International Accounting Standards, in order to be in compliance with IAS, the Bank records the investment portfolio at purchase cost and the trading portfolio at purchase cost or at market value. 

2. Commission 

In the previous financial years the Bank has applied the policy of recognising commission amounts on a cash basis.  For the purpose of financial statements in accordance with IAS, the Bank has adopted the policy of recognising commission amounts on an accruals basis, which was reflected in the liabilities and equity. 

A detailed explanation of the differences, together with their quantification, will be presented in the consolidated financial statements of BIG Group, in which the Bank is the dominant entity. 
NOTES

1. CONCENTRATION OF LENDING EXPOSURE TO ENTITIES, GROUPS AND INDUSTRIES FOR THE BIG GROUP (INCLUDING RISK ASSESSMENT)

a) by entity

Balance sheet exposure (loans, receivables and other securities) to clients (not including the public sector) and financial institutions which are not banks, together with entities of the BIG Group.

No.
Name
Amount in PLN million
Share in gross amounts due from clients

1
Entity No. 1 
253 263
3,43%

2
Entity No 2
215 631
2,92%

3
Entity No 3
207 850
2,82%

4
Entity No 4
205 357
2,78%

5
Entity No 5
200 000
2,71%

6
Entity No 6
197 019
2,67%

7
Entity No 7
180 514
2,45%

8
Entity No 8
160 737
2,18%

9
Entity No 9
121 664
1,65%

10
Entity No 10
116 354
1,58%

11
Entity No 11
114 355
1,55%

12
Entity No 12
110 226
1,49%

13
Entity No 13
78 497
1,06%

14
Entity No 14
76 147
1,03%

15
Entity No 15
66 265
0,90%

16
Entity No 16
57 079
0,77%

17
Entity No 17
56 500
0,77%

18
Entity No 18
55 472
0,75%

19
Entity No 19
54 189
0,73%

20
Entity No. 20
51 650
0,70%

Exposure to the largest clients of BIG Bank GDAŃSKI does not exceed 3.6% of the gross amounts due from clients.  There is no excessive exposure to a particular client.

b) by group


Name
Amount in PLN 000’s
Share in gross amounts due from clients

1
Group No. 1
324 204
4,55%

2
Group No. 2
310 145
4,36%

3
Group No. 3
243 731
3,42%

4
Group No.  4
197 213
2,77%

5
Group No. 5
124 478
1,75%

6
Group No. 6
123 030
1,73%

Exposure to capital groups does not exceed 4.6% of the gross amounts due from clients.  There is no excessive exposure to a particular capital group.

c) by industry

No. Name
Amount in PLN 000’s

Share in gross amounts 






due from clients

1. Households




1 742 281


24,47 %

2. Financial intermediation


1 530 833


21,50 %

3. Real estate rental and 

    management, lease of 

    plant and machinery, 

    other business services

  
   
   842 387


11,83 %

4. Wholesale and retail trade


   837 547


11,76 %

5. Metal processing, electrical

    engineering, automotive and 

    shipbuilding industry

   

   512 485


  7,20 %

6. Chemical and rubber industry


   320 714


 4.50 %

7. Construction




   284 928


  4,00 %

8. Transport




   274 831


  3,86 %

There is no excessive concentration of a particular branch of industry since the exposure of the Bank in respect of financial intermediation comprises mainly exposure to its largest clients and therefore the resulting risk is spread over thousands of leasing agreements concluded by those clients with entities from various industries.  Risks resulting from exposure to households (consumer loans) are spread over hundreds of thousands of individuals. 

2. 
FINANCIAL INSTRUMENTS

SWAP TRANSACTIONS

1. On 12 February 1997 the Bank concluded a swap transaction with Merrill Lynch International (MLI) under which it sold to MLI, by “out-of-session” Stock Exchange transactions, fixed-rate five-year Treasury bonds.  In return, the Bank received long-term foreign currency financing.  The transaction will be settled on the maturity dates of the Treasury bonds, i.e. on 12 February 2000 and on 12 February 2001.

2. Within the scope of a swap transaction with Merrill Lynch International, on 11 January 1999 (value date: 13 January 1999) the Bank sold to Merrill Lynch International PLN 44 440 000 (at 10.51% interest annually).  In return, the Bank purchased EURO 11 000 000 (6-month EURIBOR + 25 bps).  The transaction will be settled on 12 October 2001.

3. Within the scope of a swap transaction with Merrill Lynch International, on 11 January 1999 (value date: 13 January 1999) the Bank sold to Merrill Lynch International PLN 197 343 000 (at 10.65% interest annually). In return, the Bank purchased EURO 48 847 000 (6-month EURIBOR + 25 bps). The transaction will be settled on 12 June 2001.

4. Within the scope of a swap transaction with Merrill Lynch International, on 23 February 1999 (value date: 2 March 1999) the Bank sold to Merrill Lynch International PLN 261 600 000 (at 10.25% interest annually).  In return, the Bank purchased EURO 61 355 000 (3-month EURIBOR).  The transaction will be settled on 2 March 2004.

5. Within the scope of a swap transaction with Merrill Lynch International, on
9 February 2000 (value date: 11 February 2000, maturity date: 11 February 2003) the Bank made a placement and accepted a deposit in the amount of PLN 200 000 thousand.  Interest rate on a placement: 6- month WIBOR.  Interest rate on a deposit: 14.4% (fixed)

6. Within the scope of a swap transaction with Merrill Lynch International, on
17 May 2000 (value date: 19 May 2000, maturity date: 12 February 2002) the Bank placed and accepted a deposit in the amount of PLN 300 000 thousand. Interest rate for placed deposit: 6-month WIBOR. Interest rate for accepted deposit: 17.75% (fixed).

OTHER SWAP TRANSACTIONS AS AT 30.06.00

No.
Date
Currency I
Code
Currency I
Code
Rate
Date
Currency II
Code 
Currency II
Code
Rate















1
27 06 00
-900,00
87
3 991,50
1
4,44
27 07 00
900,00
87
-4 027,68
1
4,48

2
06 04 00
7 950,00
78
-31 621,13
1
3,98
05 07 00
-7 950,00
78
32 726,18
1
4,12

3
30 06 00
5 000,00
78
-20 730,00
1
4,15
03 07 00
-5 000,00
78
20 752,00
1
4,15

4
11 04 00
5 000,00
87
-20 815,00
1
4,16
11 07 00
-5 000,00
87
21 422,50
1
4,28

5
20 04 00
10 000,00
87
-42 270,00
1
4,23
20 07 00
-10 000,00
87
43 498,00
1
4,35

6
09 05 00
-5 000,00
87
23 575,00
1
4,72
09 08 00
5 000,00
87
-24 287,00
1
4,86

7
28 06 00
3 500,00
87
-15 620,50
1
4,46
05 07 00
-3 500,00
87
15 653,40
1
4,47

8
20 04 00
10 000,00
87
-42 775,00
1
4,28
20 07 00
-10 000,00
87
44 025,00
1
4,40

9
28 06 00
1 500,00
78
-6 226,50
1
4,15
28 07 00
-1 500,00
78
6 295,50
1
4,20

10
06 06 00
10 000,00
87
-43 550,00
1
4,36
06 07 00
-10 000,00
87
43 953,00
1
4,40

11
09 05 00
15 000,00
87
-70 725,00
1
4,72
09 08 00
-15 000,00
87
72 870,00
1
4,86

12
02 06 00
10 000,00
87
-43 950,00
1
4,40
03 07 00
-10 000,00
87
44 372,00
1
4,44

13
29 06 00
10 000,00
87
-44 060,00
1
4,41
31 07 00
-10 000,00
87
44 495,00
1
4,45

14
30 06 00
10 000,00
78
-41 520,00
1
4,15
14 07 00
-10 000,00
78
41 733,00
1
4,17

15
30 06 00
10 000,00
87
-44 100,00
1
4,41
31 07 00
-10 000,00
87
44 517,00
1
4,45

16
11 04 00
-5 000,00
87
20 837,50
1
4,17
11 07 00
5 000,00
87
-21 442,50
1
4,29

17
09 05 00
-10 000,00
87
47 100,00
1
4,71
09 08 00
10 000,00
87
-48 525,00
1
4,85

18
02 06 00
1 400,00
87
-6 160,00
1
4,40
03 07 00
-1 400,00
87
6 218,94
1
4,44

19
20 04 00
-10 000,00
87
42 250,00
1
4,23
20 07 00
10 000,00
87
-43 480,00
1
4,35

20
29 06 00
-10 000,00
87
10 639,43
78
0,94
31 07 00
10 000,00
87
-10 618,19
78
0,94

21
02 06 00
-1 000,00
1
227,79
87
4,39
03 07 00
1 000,00
1
-225,63
87
4,43

22
20 04 00
-44 000,00
1
10 335,92
87
4,26
20 07 00
44 000,00
1
-10 036,50
87
4,38

23
28 04 00
-31 500,00
1
7 328,99
87
4,30
31 07 00
31 500,00
1
-7 114,62
87
4,43

24
20 04 00
44 000,00
1
-10 344,42
87
4,25
20 07 00
-44 000,00
1
10 047,96
87
4,38

25
30 06 00
40 000,00
78
-37 852,00
87
0,95
03 07 00
-40 000,00
78
37 860,44
87
0,95

26
30 06 00
6 000,00
92
-764,79
87
7,85
03 07 00
-6 000,00
92
764,92
87
7,84

27
30 06 00
-6 200,00
1
1 412,30
87
4,39
03 07 00
6 200,00
1
-1 411,10
87
4,39

28
29 06 00
5 500,00
1
-1 251,42
87
4,40
13 07 00
-5 500,00
1
1 246,26
87
4,41

29
30 06 00
7 500,00
97
-4 546,92
87
1,65
03 07 00
-7 500,00
97
4 548,21
87
1,65

30
30 06 00
-10 000,00
78
9 523,00
87
0,95
03 07 00
10 000,00
78
-9 525,10
87
0,95

31
30 06 00
-110 000,00
1
25 039,84
87
4,39
03 07 00
110 000,00
1
-25 018,42
87
4,40

32
28 06 00
30 000,00
78
-27 969,00
87
0,93
05 07 00
-30 000,00
78
27 981,51
87
0,93

NDF AGREEMENTS

CLIENT
NO.
BUY
SALE

CURRENCY
RATE
DATE
Value Date











NR 1
1

100 000

EUR
4.2626
07.06.00
11.08.2000





Total sale:








100 000
- 100 000    
















2
     150 000    


USD
4.5810
17.05.00
11.08.2000



     100 000    



4.5060
26.06.00





    100 000    


4.6275
12.05.00





    100 000    


4.6290
22.05.00





    100 000    


4.6270
24.05.00





    100 000    


4.4640
02.06.00





    100 000    


4.4434
07.06.00





    100 000    


4.4683
28.06.00





    250 000    
 Total sale:

4.5145
16.05.00




     250 000    
    850 000    
- 600 000    















NR 2
1
  1 000 000    


EUR
4.2950
05.05.00
09.08.2000





Total buy:







  1 000 000    

1 000 000
















2.
  1 000 000    


EUR
4.3250
08.06.00
30.08.2000





Total buy:







  1 000 000    
                    
     1 000 000    





FUTURES

According to the nominal value of the underlying instrument, foreign currency is denominated in PLN (NBP rate as at 30 June 2000)


PLN
Foreign currency

buy
60 759
65 255

sale
62 170
63 864

3.
CONTINGENT LIABILITIES 

In the reporting period 1.10.99 – 30.06.00 BBG S.A. granted 1 072  354 guarantees and avals.  As at 30 June 2000 these liabilities amounted to PLN 1 562 790 thousand.


30 June 2000 

- liabilities denominated in PLN:
1 518 078

- liabilities denominated in foreign currencies (PLN equivalent):


44 712

TOTAL:
1 562 790

Guarantees granted to subsidiaries: PLN 1 347 098 thousand

UNDERWRITING
RAFINERIA GDAŃSKA S.A. with its registered office in Gdańsk:

· underwriting an issue of bonds;

· agreement dated 20 April 1998;

· commitment expires in 2007;

· maximum commitment amounts to PLN 273 000 thousand;

· commitment as at 30.06.2000  – PLN 55 000 thousand

· the bonds are negotiable;

· not a related party– BIG Bank GDAŃSKI S.A. is the lead manager of this issue.

4.
LIABILITIES OF THE BANK TO THE STATE TREASURY OR A COMMUNE IN RESPECT OF ACQUIRED OWNERSHIP RIGHTS TO BUILDINGS AND STRUCTURES

There were no liabilities of the Bank to the State Treasury or a commune.

5.
DISCONTINUED ACTIVITIES

In the period 1.10.99 - 30.06.2000 BIG Bank GDAŃSKI S.A. did not discontinue any of its activities.

6.
COSTS OF ASSETS UNDER CONSTRUCTION, TANGIBLE AND INTANGIBLE ASSETS

In the period 1.10.99 - 30.06.2000 these costs amounted to PLN 34 164 thousand.

7.
CAPITAL EXPENDITURE INCURRED AND PLANNED DURING THE 12 MONTHS FROM THE BALANCE SHEET DATE

In the period from 1.10.99 - 30.06.2000 this expenditure comprised: 

· incurred PLN 34 164 thousand,

· planned PLN 99 407 thousand.

8.
TRANSACTIONS BETWEEN THE ISSUER AND RELATED PARTIES

 8.1.  BIG BANK SA

In the period 1.10.99 - 30.06.00 the Bank continued the restructuring programme adopted for BIG BANK S.A.  This programme is based on a trilateral agreement between the NBP, BIG S.A. and the former Łódzki Bank Rozwoju S.A.  The following transactions have been realised in accordance with the agreement:

Subordinated loans

Subordinated loans of:

 - PLN 20 million granted for the periods 2 November 1993 to 30 October 2008; interest 1% p.a.

- PLN 30 million granted for the period 2 November 1993 to 30 October 2008; interest: 50% of the current Lombard rate,

were paid by BIG BANK S.A. on 21 December 1999 and the capital of BIG BANK S.A. was increased by PLN 50  million on 11 January 2000.

Guarantee for bonds
A guarantee was granted in respect of an issue of bonds by BIG BANK on 4 November 1993.  The issue covered 246 long-term bonds with a nominal value of PLN 100,000.00 each and a 15-year term to maturity (annual dividend of 1%).  BIG S.A. has irrevocably guaranteed to each purchaser of the bonds that it would redeem all the bonds and pay out the dividend due in accordance with the terms and conditions of the issue. 


On 5 November 1998, the National Bank of Poland purchased another promissory note of BIG BANK S.A. for PLN 81 312,1 thousand, which is payable on 5 November 1999 and guaranteed by BIG Bank GDAŃSKI S.A.

Revolving credit


Revolving credit granted to maintain the current liquidity of BIG BANK S.A.  The table below shows the balance of amounts due from BIG BANK S.A. to BIG Bank GDAŃSKI S.A. in respect of this credit facility as at the end of each month in the period 1.10.99  - 30.06.00.







(mln. PLN)

October 1999
62

November 1999
57

December 1999
1

January 2000
0

February 2000
6

March 2000
0

April 2000
5

May 2000
0

June 2000
0

Auxiliary account


BIG Bank GDAŃSKI S.A. has maintained an auxiliary account of BIG BANK S.A. to clear mutual transactions.  As at 30 June 2000 the auxiliary account comprised the following balances:

BIG Bank GDAŃSKI – Head Office

PLN 3 625,6 thousand

1st Branch of BIG Bank GDAŃSKI S.A.

PLN - 2 970,6 thousand
Deposits


In accordance with the provisions of the trilateral agreement on the restructuring of the former ŁBR S.A., and in accordance with the terms and condition of the Restructuring Programme, BIG Bank GDAŃSKI S.A. has accepted the long-term money surpluses of BIG BANK S.A. as one-year deposits. Such a deposit bears interest equal to the yield on a 52-week Treasury bill fixed during the last auction held in the primary market prior to the date of the deposit being made.  The interest on monthly deposits is calculated according to the average rate of WIBOR+WIBID on the date of transaction.  The table below shows the balances of deposits accepted by BIG Bank GDAŃSKI S.A. from BIG BANK S.A. in the consecutive months of the financial period 1 October 1999 to 30 June 2000.





(mln. PLN)

31 October 1999
5 404,2

30 November 1999
5 470,2

31 December 1999
5 548,0

31 January 2000
6 062,0

28 February 2000
6 023,0

31 March 2000
6 776,0

30 April 2000
6 599,8

31 May12000
6 549,0

30 June 2000
7 676,0

Transactions on bonds

In the current financial year, BIG BANK S.A. concluded 24 purchase/sale transactions of Treasury bonds with BIG Bank GDAŃSKI S.A.  The total value of these transactions was PLN 1 042 222 thousand.

8.2. Transactions with other related parties


Pursuant the agreement of 23 June 1995 together with the annexes of 25 July 1995 as well as 10 April 1997, BIG Bank GDAŃSKI S.A. has granted a subordinated loan of 12.5 million to DOM MAKLERSKI BIG BG for the period to 1 May 2002 with the following interest rate: 3-month WIBOR plus 3% for the period 1 October 1996 to 30 April 1997; and yield of 13-week Treasury bills less 3% for the period 1 May 1997 onwards.

On 12 April 1998 the Bank took over a subordinated loan of PLN 20.25 million granted by the former Bank Gdański S.A. on 29 April 1997 for the period ended 1 May 2002 with the following interest rate (as provided for in the annexe of 27 August 1998): yield of 13-week Treasury bills less 3% from 30 April 1997 to 31 July 1998; and yield of 13-week Treasury bills less 3.2% from 1 August 1998 to 30 September 1999.

Schedule of all transactions between BIG Bank GDAŃSKI S.A. and its subsidiaries in the period 1.10.1999 – 30.06.2000 (in PLN thousand)

1 Amounts due to BIG Bank GDAŃSKI from FORINWEST


234 585

2. Amounts due to BIG Bank GDAŃSKI from BIG BANK


607 817


3. Amounts due to BIG Bank GDAŃSKI from BEL Leasing


259 372 loans granted, 880 485 purchased receivables 

4. Amounts due to BIG Bank GDAŃSKI from DOM MAKLERSKI BIG-BG


32 750


5. Amounts due to BIG Bank GDAŃSKI from BG Leasing


52 865 gross value of loans, 80 487 purchased receivables 

6. Amounts due to BIG Bank GDAŃSKI from FORIN


112 942

7. Amounts due to BIG Bank GDAŃSKI from PTE BIG BG


6 259

8. Contribution to capital of BEL Leasing paid by BIG Bank GDAŃSKI


125 332

9. Contribution to capital of FORINWEST paid by BIG Bank GDAŃSKI


160 292

10. Contribution to capital of DEBT Services paid by BIG Bank GDAŃSKI


5 889

11. Contribution to capital of BET Trading paid by BIG Bank GDAŃSKI


32 151

12. Contribution to capital of EUROBIG paid by BIG Bank GDAŃSKI


9 350

13. Investment costs incurred by BIG Bank GDAŃSKI on behalf of FORINWEST


5 436

14. Investment costs incurred by BIG Bank GDAŃSKI on behalf of EUROBIG


38

15. Other amounts due to BIG Bank GDAŃSKI from BG Leasing


20

16. Other amounts due to BIG Bank GDAŃSKI from DOM MAKLERSKI BIG BG


7

17. Amounts due from BIG Bank GDAŃSKI to BIG BANK


7 705 789

18. Amounts due from BIG Bank GDAŃSKI to DOM MAKLERSKI BIG BG


228

19 Amounts due from BIG Bank GDAŃSKI to BEL Leasing


241

20. Amounts due from BIG Bank GDAŃSKI to FORIN


428

21. Amounts due from BIG Bank GDAŃSKI to FORINWEST


35

22. Amounts due from BIG Bank GDAŃSKI to BG Leasing


893

23. Amounts due from BIG Bank GDAŃSKI to BET Trading


11 765

24. Accrued receivables of BIG Bank GDAŃSKI from BEL Leasing


98 273

25. Accrued receivables of BIG Bank GDAŃSKI from BG Leasing


13 103

26. Amounts due from BIG Bank GDAŃSKI to DEBT Services


8 960

27. Amounts due from BIG Bank GDAŃSKI to PTE BIG BG


1 231

28. Amounts due from BIG Bank GDAŃSKI to EUROBIG


381

29. Amounts due from BIG Bank GDAŃSKI to BIG BG INWESTYCJE


6

30. Amounts due from BIG Bank GDAŃSKI to FORINWEST in respect of investment


924

31. Interest income due to BIG Bank GDAŃSKI from BIG BANK


17 211

32. Interest income due to BIG Bank GDAŃSKI from BEL Leasing


24 350

33. Interest income due to BIG Bank GDAŃSKI from FORIN


15 762

34. Interest income due to BIG Bank GDAŃSKI from FORINWEST


34 585

35. Interest income due to BIG Bank GDAŃSKI from DOM MAKLERSKI BIG-BG


3 953
36. Interest income due to BIG Bank GDAŃSKI from BG Leasing


11 307 (including suspended interest 1 226)

37. Suspended income in respect of interest of BIG Bank GDAŃSKI from PTE BIG BG


759

38. Interest costs of BIG Bank GDAŃSKI paid to FORINWEST


7

39. Interest costs of BIG Bank GDAŃSKI paid to BIG BANK


683 885

40. Interest costs of BIG Bank GDAŃSKI paid to BEL Leasing


16

41. Interest costs of BIG Bank GDAŃSKI paid to FORIN


8

42. Interest costs of BIG Bank GDAŃSKI paid to BG Leasing


472

43. Interest costs of BIG Bank GDAŃSKI paid to DOM MAKLERSKI BIG-BG


2 444

44. Interest costs of BIG Bank GDAŃSKI paid to INEC Services


19

45. Interest costs of BIG Bank GDAŃSKI paid to DEBT Services


190

46. Interest costs of BIG Bank GDAŃSKI paid to BET Trading


554

47. Interest costs of BIG Bank GDAŃSKI paid to PTE BIG BG


47

48. Interest costs of BIG Bank GDAŃSKI paid to EUROBIG


31

49. Interest costs of BIG Bank GDAŃSKI paid to BIG BG INWESTYCJE


263

50. Losses incurred by BIG Bank GDAŃSKI on financial operations with BIG BANK


269

51. Commission income received by BIG Bank GDAŃSKI from BIG BANK


42 528

52. Commission income received by BIG Bank GDAŃSKI from BEL Leasing


731

53. Commission income received by BIG Bank GDAŃSKI from FORIN


80

54. Commission income received by BIG Bank GDAŃSKI from FORINWEST


562

55. Commission income received by BIG Bank GDAŃSKI from BG Leasing


642

56. Commission income received by BIG Bank GDAŃSKI from DOM MAKLERSKI BIG-BG


48

57. Commission income received by BIG Bank GDAŃSKI from PTE BIG BG


60

58. Commission costs paid by BIG Bank GDAŃSKI to DOM MAKLERSKI BIG-BG


848
59. Operating income of BIG Bank GDAŃSKI from PTE BIG BG


1 858

60. Operating income of BIG Bank GDAŃSKI from BIG BANK


47

61. Operating income of BIG Bank GDAŃSKI from DOM MAKLERSKI BIG-BG


348

62. Operating income of BIG Bank GDAŃSKI from BG Leasing


171

63. Operating income of BIG Bank GDAŃSKI from INEC Services


1

64. Operating income of BIG Bank GDAŃSKI from DEBT Services


67

65. Operating income of BIG Bank GDAŃSKI from TBM Leasing


1

66. Operating income of BIG Bank GDAŃSKI from BET Trading


20

67. Operating costs incurred by BIG Bank GDAŃSKI on behalf of FORIN 


97

68. Operating costs incurred by BIG Bank GDAŃSKI on behalf of BIG BANK 


2 525

69. Operating costs incurred by BIG Bank GDAŃSKI on behalf of FORINWEST 


4

70. Operating costs incurred by BIG Bank GDAŃSKI on behalf of DOM MAKLERSKI


19

71. Operating costs incurred by BIG Bank GDAŃSKI on behalf of DEBT Services


80

72. Operating costs incurred by BIG Bank GDAŃSKI on behalf of BET Trading


283

73. Bonds issued by BIG BANK held by BIG Bank GDAŃSKI


2 214

9.
JOINT VENTURES 

In the period 1.10.99 - 30.06.00 there were no joint ventures.

10.
AVERAGE EMPLOYMENT FOR THE PERIOD 1.10.99 - 30.06.00  

Employment:


Full time employees/equivalent
4 028

including management:


full time employees/equivalent
137

11.
REMUNERATION

Remuneration of the Management Board of BIG BG S.A.

15 028  ‘000. PLN

Remuneration of the Management Board of BIG BG S.A.



· received in BIG BANK S.A.



         
         6  ‘000. PLN





Remuneration of the Bank Council of BIG BG S.A.
     

     311  ‘000. PLN   

Remuneration of the Bank Council of BIG BG S.A.

· received in the Bank Council of BIG BANK S.A.

     141  ‘000. PLN
     

12.
ADVANCES, LOANS AND GUARANTEES GRANTED TO THE MEMBERS OF THE MANAGEMENT BOARD AND SUPERVISORY BODIES

Two loans amounting to 58  ‘000. PLN.

Interest rate for these loans – 3-month WIBOR; repayments have been made as scheduled.

13.1. Information on significant PRIOR YEAR events included in the financial statements for the current period

· On 1 October 1999 BIG Bank GDAŃSKI SA gave notice s that on 30 September 1999 it had granted a short term investment loan in the amount of 210 000 000 PLN to one of its corporate clients.


The financial terms of the loan agreement are on an arm’s-length basis.

On 7 October 1999, BIG Bank GDAŃSKI S.A. gave notice that on 7 October 1999 the Extraordinary General Meeting of the Bank’s Shareholders took place, which adopted a resolution concerning changes to the Bank’s Articles of Association, including changing the financial year, and decided that the financial year is the calendar year and the first year after the change would end on 31 December 2000.

In addition, the EGMS adopted a resolution to issue bonds which read as follows:

“On the basis of Art. 388.5 of the Commercial Code and § 5.1.17 of the Bank’s Articles of Association, the General Meeting of the Shareholders of BIG Bank GDAŃSKI S.A. hereby decides to:

I. Issue, as part of one or several issues, bearer bonds denominated in Polish zlotys or Euros or US dollars (USD) whose total nominal value will not exceed the equivalent of 1b (one billion) Polish zlotys.

II. The Bank’s Management Board will determine the conditions for each issue, including in particular: the nature of bonds, the currency in which the bonds will be issued, the price, redemption date and other conditions, interest rate, specific obligations of the bond holder, and additional representations on the part of the Bank (if any), on the following assumptions:

1. The bonds mature in 2 to 7 years.

2. The interest rate will be fixed or variable on the basis of adequate market rates.

III. The Bank’s Management Board will appoint an issue advisor and organiser from among renowned financial institutions.

IV. Cash obtained from issuing the bonds will be devoted to expanding the Bank’s lending activities, especially in convertible currencies.

V. The Bank’s Management Board may cancel the issue of bonds referred to in I. if it decides that it is not necessary for achieving the purpose it is to serve.

VI. The resolution comes into force on the day of being adopted.”
· On 7 October 1999 BIG Bank GDAŃSKI SA gave notice that on 7 October 1999 an Extraordinary Shareholders’ Meeting of BIG BANK Spółka Akcyjna (a subsidiary of BIG Bank GDAŃSKI S.A.) had been convened and that a resolution had been adopted during the Meeting to increase the share capital of BIG BANK Spółka Akcyjna from 30,880,000 PLN to 80,880,000 PLN by issuing 25,000,000 shares with a nominal value of 2 PLN each.

The shares will be purchased by BIG Bank GDAŃSKI S.A. without pre-emptive rights by the present shareholders in accordance with Art. 435 of the Commercial Code.

· On 7 October 1999 BIG Bank GDAŃSKI SA gave notice that on 7 October 1999 it had concluded a currency swap with Merrill Lynch Capital Services amounting to 100 mln. USD for a period of 6 months.  On 12 October, BIG Bank GDAŃSKI S.A. will receive 100 mln. USD for the amount of 408.6 mln. PLN.  The transaction was carried out on an arm’s length basis.

· On 11 October 1999 BIG Bank GDAŃSKI SA gave notice that on 8 October 1999 it had acquired 107 760 shares in the increased capital of FORINWEST Sp. z o.o. (a subsidiary of FORIN Sp. z o.o. – wholly-owned by the Bank).  The shares have a nominal value of 50 PLN each.  Payment will be made in cash.  As a result of this transaction BIG Bank GDAŃSKI S.A. holds 107 760 shares which corresponds to 85.7% of the share capital and gives the right to 107 760 votes at a General Shareholders’ Meeting of FORINWEST Sp. z o.o. (85.7% of the total votes).  Before this transaction took place BIG Bank GDAŃSKI S.A. did not hold any shares in FORINWEST Sp. z o.o.

· On 11 October 1999 BIG BANK GDAŃSKI SA gave notice on behalf of Bet Trading Sp. z o.o. (a subsidiary of BIG BANK GDAŃSKI S.A) that on 6 October 1999 Bet Trading Sp. z o.o. had sold 105,807 shares in KOMPAP S.A. which corresponded to 6.45% of the share capital and 6.45% of the total votes at the General Shareholders’ Meeting of KOMPAP.  As a result of this transaction BIG BANK GDAŃSKI  S.A. together with its subsidiaries do not hold any shares in KOMPAP S.A.

· On 18 October 1999 BIG Bank GDAŃSKI SA gave notice on its own behalf and on behalf of BET TRADING Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) that on 12 October 1999 BET TRADING Sp. z o.o. had sold in several tranches 157 000 shares in Polisa S.A.  As a result of these transactions on 12 October 1999 BET TRADING  Sp. z o.o. held 686 702 shares in Polisa SA, which corresponds to 4.91% of the share capital and gives the right to 4.19% of the votes at the General Assembly of Polisa SA.  Before these transactions took place BET TRADING Sp. z o.o. held 843 702 shares in Polisa SA, which corresponded to 6.03% of the share capital, and gave the right to 5,15% of votes at the General Assembly of Polisa S.A.  Before these transactions BIG Bank GDAŃSKI SA. with its subsidiaries held 943 702 shares in Polisa SA, which corresponded to 6.74% of the share capital, and gave the right to 5.76% of the votes at the General Assembly of Polisa S.A.  As a result of these transactions BIG Bank GDAŃSKI SA with its subsidiaries holds 786 702 shares in Polisa S.A., which corresponds to 5.62% of the share capital and gives the right to 4.80% of the votes at a General Assembly of Polisa S.A. 

· On 22 October 1999 BIG Bank GDAŃSKI SA gave notice that on 21 October 1999 an agreement on the transfer of receivables had been signed between FORIN Sp. z o.o. and FORINWEST Sp. z o.o. (subsidiaries of BIG Bank GDAŃSKI SA).  This agreement relates to the main receivables and interest to PP Polskie Koleje Państwowe amounting to 27,411,350.07 PLN.  The purchase price was agreed at 22,304,262.07 PLN.

· On 22 October 1999 BIG Bank GDAŃSKI SA gave notice that on 22 October 1999 the increase in the share capital of FORINWEST Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) had been registered.  BIG Bank GDAŃSKI SA has 107 760 shares in Forinwest Sp. z o.o. (85.7% of the share capital and gives the right to 107 760 votes at the Shareholders’ Meeting of the Company).  The remaining 17 960 shares (14.3% of the share capital) are held by Forin Sp z o.o. (a subsidiary of BIG Bank GDAŃSKI SA).  The shares held by Forin give the right to 17 960 votes at the Shareholders’ Meeting of the Company.  The total number of votes at the Shareholders’ Meeting of FORINWEST Sp. z o.o. amount to 125 720.

· On 25 October 1999 BIG Bank GDAŃSKI SA gave notice that on 25 October 1999 BEL Leasing Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) had signed an annexe to the Preliminary Notarial Deed signed on 12 August 1999 (for the benefit of BEL Leasing Sp. z o.o.) with Pazim Joint Venture Ltd.  Sp. z o.o. with its seat in Szczecin and Polska Żegluga Morska in Szczecin, relating to the purchase of the perpetual usufruct and property rights to real estate in Szczecin, on the basis of which the parties shifted the date for finalising the agreement settled on 25 October 1999 to 30 November 1999.  

BIG Bank GDAŃSKI S.A. gave notice of BEL Leasing Sp. z o.o., Pazim Joint Venture Ltd Sp. z o.o. and PZM concluding a preliminary agreement and of an annex shifting the date of signing the final agreement to 25 October 1999 in current announcements No. 91/99 of 13 August 1999 and No. 111/99 of 15 November 1999 respectively.

· On 25 October 1999 BIG Bank GDAŃSKI SA gave notice that it had received the resolution from the Banking Supervisory Commission of 18 October 1999 giving Deutsche Bank AG with its seat in Frankfurt am Main permission to purchase shares in BIG Bank GDAŃSKI SA giving them the right to exercise over 20% but less than 25% (including the shares already held) of the votes at the General Shareholders’ Meeting of the Bank.

· On 3 November 1999 BIG Bank GDAŃSKI SA gave notice that on 3 November it had signed agreements to purchase shares in BEL Leasing Sp. z o.o. and  FORINWEST Sp. z o.o. (subsidiaries of BIG Bank GDAŃSKI SA) with FORIN Sp. z o.o.(a subsidiary of BIG Bank GDAŃSKI SA.)  As a result of these agreements FORIN Sp. z o.o sold to BIG Bank GDAŃSKI SA:

· 243 shares in BEL Leasing Sp. z o.o. with a nominal value of 100 PLN each, which corresponds to 0.54% of the share capital of BEL Leasing Sp. z o.o. for a total price of 10 336 500 PLN, i.e. 5 500 PLN per share, with a total book value of  24 300 PLN.

· 17 960 shares in  FORINWEST Sp. z o.o. with a nominal value of 50 PLN each, which corresponds to 14.3% of the share capital of FORINWEST Sp. z o.o. for a total price of 10 355 736 PLN, i.e. 576,60 PLN per share, with a total book value of 898 000 PLN. 

These transactions were financed from BIG Bank GDAŃSKI SA’s own funds.  As a result of these transactions, BIG Bank GDAŃSKI SA holds 100% of the shares in Bel Leasing Sp. z o.o. and 100% of the shares in FORINWEST Sp. z o.o.

· On 5 November 1999 BIG Bank GDAŃSKI SA gave notice that on 5 November 1999, a Sales Agreement relating to shares in the Powszechny Zakład Ubezpieczeń S.A. has been concluded between and by the State Treasury of the Republic of Poland, Eureko B.V., and BIG BANK GDAŃSKI S.A., on the basis of which BIG BANK GDAŃSKI S.A. committed itself to purchasing from the State Treasury of the Republic of Poland 863,523 A series shares in Powszechny Zakład Ubezpieczeń S.A. (the “Company”) for a total amount of 1,006,004,295 PLN.  The shares will have the following numbers – from 1727047 to 2590569 (Shares).  These shares will constitute 10% of the share capital of the Company. 


BIG BANK GDAŃSKI S.A. and Eureko B.V. (hereinafter referred to as the “Investors”) took on a number of long term commitments to develop PZU SA.  In the agreement the Investors committed themselves to not selling the Company’s shares for at least 5 years, and to preserving and supporting the trade marks of PZU S.A., PZU na Życie S.A., and PTE PZU S.A.  The Investors agreed to fully support the leading position of the Company in Poland, as well as the Company’s development.  To achieve this, the Investors shall provide technical solutions and technology by providing licenses, information technology, know-how and other solutions necessary for the realisation of the Company’s development program.


The Investors also agree to retain the Company’s profit for the years 1999 and 2000 and to designate it for the Company’s investment and development purposes and to fulfil the Company’s development program. Furthermore, the Investors agreed to support an increase in the capital adequacy ratio of the Company up to 35% of the net premium written, which is a common indicator used among insurance companies in the EU countries.  This is why, from the date of the first public offer but not later than until 2001  the Investors confirmed their readiness to take up the shares in the increased share capital of the Company, and stated that they were ready to provide an amount adequate for increasing the capital, even if the State Treasury did not exercise its pre-emptive rights in the increased share capital of the Company.  The Investors made a number of commitments relating to the employees of the Company and to the Company’s main subsidiaries: PZU na Życie S.A. and PTE PZU S.A., regarding maintaining employment in the Company at the current level, increasing remuneration; and assuring training programs to increase the qualifications of the employees.  The Investors agreed to co-operate with the Minister of State the Treasury within the scope of introducing PZU S.A. shares for public trading no later than the end of 2001.

· On 8 November 1999 BIG Bank GDAŃSKI SA gave notice on behalf of Debt Services Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) that Debt Services Sp. z o.o. had sold 2 510 772 shares in  Sokołów S.A.  As a result of this transaction Debt Services Sp. z o.o. does not hold any shares in Sokołów SA.  Before this transaction took place Debt Services Sp. z o.o. held 2 510 772 shares in Sokołów SA, which corresponded to 5.27% of the share capital, and gave the right to 2 510 772 votes at the General Assembly of  Sokołów S.A. (5.27% of the total votes).  As a result of this transaction the number of shares in Sokołów S.A. held by BIG Bank GDAŃSKI SA together with its subsidiaries remained unchanged.

· On 8 November 1999 BIG Bank GDAŃSKI SA gave notice that on 5 November 1999 it had purchased 4 750 000 shares in  Sokołów S.A.  As a result of this transaction BIG Bank GDAŃSKI SA holds 4 750 000 shares in Sokołów SA., which corresponds to 9.98% of the share capital, and gives the right to 4 750 000 votes at the General Assembly of  Sokołów S.A. (9.98% of the total votes).  Before this transaction had taken place Big Bank GDAŃSKI SA did not hold any shares in Sokołów S.A.  As a result of this transaction the number of shares in Sokołów S.A. held by BIG Bank GDAŃSKI SA together with its subsidiaries remained unchanged.

· On 8 November 1999 BIG Bank GDAŃSKI SA gave notice that the Management Board of the Bank had decided to recommend to the Annual Shareholders’ Meeting of the Bank distributing the net profit for the financial year 1998/99 by paying out a dividend to the shareholders of BIG Bank GDAŃSKI SA in the amount of 0.08 PLN. per share.

· On November 8, 1999 BIG Bank GDAŃSKI SA gave notice that the net profit of the BIG Bank GDAŃSKI Capital Group for the financial year 1998/1999 amounted to 337.1 mln PLN.  The above result comprises profit of 202.7 million PLN on the core customer business of the Group (banking, leasing, brokerage activity), profit of 27.7 million PLN. on capital markets activity, a negative result of minus 71.0 million PLN. on the strategic projects (the Millennium retail banking network and Pension Fund), profit on the sale of the shares in BIG Bank GDAŃSKI by its subsidiaries amounting to 198.2 million PLN. and consolidation eliminations in the sum of 20.5 mln PLN.  The net profit of the Group, excluding a one-off event connected with the sale of the shares in BIG Bank GDAŃSKI SA amounted to 138.9 million PLN.  This result does not differ vastly from the projections published by the Bank on 30 November 1998 (135 mln. PLN.).  It also is an 11.6% increase compared with the net profit of the financial year 1997/1998 which amounted to 124.3 million PLN.


The profit before tax of the Group showed an even greater increase and amounted to 227.2 million PLN. (excluding the profit on the sale of shares in BIG Bank GDAŃSKI SA).  This means 24.4 % increase compared with the profit before tax of the financial year 1997/1998, when it amounted to 182,7 million PLN. Return on Equity of the Group (ROE) amounted to 28.6%. ROE calculated excluding the sale of BBG shares amounted to11.8%. ROE calculated on comparable grounds i.e. excluding negative results on projects started during the financial  year, amounted to 17.8% which is a significant increase compared with similarly calculated ROE for the previous period, which amounted to 12.9%.  The net profit on Core Customer Business (202.7 million PLN.) is lower than planned (226 million PLN.), due to the Bank’s very conservative approach in the methodology it uses to create provisions and due to the worsening conditions in the whole of the banking sector.  The net profit is 2.4% higher than the net profit on Core Customer Business in the previous year which amounted to 198,0 million PLN.   The profit before tax on Core Customer Business increased much more and amounted to 347.2 million PLN., which is a 31.0% increase compared with the previous year when it amounted to 265.0 million PLN.  The BIG Group’s good results on its core customer business are a result of the sales stimulation programme and cost reduction programme implemented since the merger of BIG with Bank Gdański in September 1997.  As far as its core customer business is concerned the BIG Group reported very high growth dynamics in its share of the banking services market (from 3.9% to 5.1%).  At the same time the Group showed the lowest growth dynamics in costs among the large universal banks in the Polish banking sector.  The results of these programs carried out in the banks, which are important for the ratios of the core business, caused the decrease in the cost/income ratio from 63.5% in the previous year to 55.6% in 1998/1999.  The net profit on capital markets activity amounted to 27.7 million PLN. and was almost in line with the planned total of 30 million PLN.  Its lower than planned total was due to significant weakening of the Polish capital markets in the last quarter of the financial year.  The better than planned negative financial result on strategic projects carried out by the Group results in part from the lower scale (PTE), but mainly it is the result of cost saving measures in the financial year 1998/99 in both PTE and Millennium.


The profit from the sale of BBG shares by its subsidiaries was a one-off event and was shown separately so as toto be able to present the net profit, profit before tax or ROE of the Group in a more comparable manner.  The 1998/1999 financial year was a good year for the BIG Group.  The Group exceeded its planned net profit (excluding profit on the sale of BBG shares), its net profit increased by 11.7%, its profit before tax increased by 24.4% and its major ratios increased reflecting its effectiveness.  These results were achieved despite the enormous required for major projects such as: Pension Fund PTE, and the modern retail banking network Millennium.  These projects caused the net profit of the Group to decrease by 71.0 million PLN., but these investments are treated as essential for the interests of the shareholders, because they are the future value of the Group already discounted on the capital market, though they are currently decreasing the Group’s results.

· On 10 November 1999  BIG Bank GDAŃSKI SA gave additional notice that the estimated value of obligations by BIG Bank GDAŃSKI SA regarding the acquisition of shares in the increased capital of PZU S.A. depends on the market conditions and additional settlements by the parties to the agreement and do not exceed 200,000,000 PLN.  The execution of specific obligations of the Consortium which results from the Sale Agreement relating to shares in PZU S.A was guaranteed by stipulated penalties, the amount of which depends on the type of obligation accepted.  Payment of the stipulated penalties does not free the buyers from execution of the above-mentioned obligations.  The seller  has the right to vindicate compensation exceeding the amount of the stipulated penalties defined in the Sales Agreement relating to the shares in PZU S.A.

· On 10 November 1999 BIG Bank GDAŃSKI SA gave notice that on 9 November 1999 BIG Bank GDAŃSKI SA together with its subsidiaries: BEL Leasing Sp. z o.o. and FORINWEST Sp. z o.o. had acquired shares in the new issue with a nominal value of 100 PLN each of BIG-BG INWESTYCJE S.A. (a subsidiary of BIG Bank GDAŃSKI SA). The shares acquired by the Bank in the amount of  1 698 000 are preferential shares and one share is equivalent to five votes at the Shareholders' Meeting. Shares acquired by the remaining entities were as follows and are ordinary shares:

· BEL Leasing Sp. z o.o. – in the amount of 4 490 000

· FORINWEST Sp. z o.o. – in the amount of 3 980 000


the shares of the new issue were acquired by the Bank at the nominal price.  Payment for these transactions was made in cash.


Before this transaction took place, BIG Bank GDAŃSKI SA’s share in the share capital of BIG-BG INWESTYCJE comprised 37.5% of that share capital and gave the right to  55 920 votes at the General Shareholders’ meeting. (73.6% of the total votes).  Before this transaction took place the share of BEL Leasing Sp. z o.o. in the share capital of BIG-BG INWESTYCJE constituted   31.25 % of that share capital and gave the right to 10 000 votes at the General Shareholders’ Meeting (13.2% of the total votes).  Before this transaction took place the share of FORINWEST Sp. z o.o. in the share capital of BIG-BG INWESTYCJE comprised 31.25% of that share capital and gave the right to  10 000 votes at the General Shareholders’ meeting (13.2% of the total votes).  As a result of this transaction BIG Bank GDAŃSKI SA will be in possession of 16.8% of the share capital of BIG-BG INWESTYCJE S.A., which gives the right to 8,545,920 votes at the General Shareholders’ Meeting of that Company (50.2% of the total votes).  As a result of this transaction BEL Leasing Sp. z o.o. will hold  44.1% of share capital of BIG-BG INWESTYCJE S.A., which gives the right to 4,500,000 votes at the General Shareholders’ Meeting of that Company (26.4% of the total votes).  As a result of this transaction FORINWEST Sp. z o.o. will be in possession of 39.1% of share capital of BIG-BG INWESTYCJE S.A., which gives the right to 3,990,000 votes at the General Shareholders’ Meeting of that Company (23.4% of the total votes).

· On 10 November 1999 BIG Bank GDAŃSKI SA gave notice that on 9 November 1999 it had concluded an Agreement on the basis of which it was committed to transfer 863,523 registered ordinary shares in PZU SA at a nominal value of 10  PLN each to BIG-BG INWESTYCJE SA.  The parties fixed the term for execution of the agreement as 10 November 1999.  The shares relating to the above mentioned agreement represent 10% of the share capital of PZU SA and give the right to 863 523 votes at the General Shareholders’ Meeting (10% of the total votes).  According to the agreement the amount of 1,006,004,295 PLN from BIG-BG INWESTYCJE SA is, in accordance with the agreement, payment for the purchase of PZU SA shares by BIG Bank GDAŃSKI SA from the State Treasury.

· On 10 November 1999 BIG Bank GDAŃSKI SA gave notice that on 10 November 1999 it had purchased 863,523 ordinary registered shares in PZU SA at nominal a value of 10 PLN each, which were transferred to BIG-BG INWESTYCJE (a subsidiary of BIG Bank GDAŃSKI SA) in accordance with the agreement concluded on 9 November, 1999.



The transfer of shares was made in accordance with the agreement concluded by the Bank and the State Treasury mentioned earlier.  The shares relating to the above-mentioned agreements represent 10% of the share capital of PZU SA and give a right to 863,523 votes at the General Shareholders’ Meeting (10% of the total votes).  Before purchasing the shares neither BIG Bank GDAŃSKI SA nor BIG-BG INWESTYCJE SA were shareholders in PZU SA.  There are no connections between the State Treasury and BIG Bank GDAŃSKI SA nor between the State Treasury and BIG-BG INWESTYCJE SA.  There are no connections between persons managing BIG Bank GDAŃSKI SA and the State Treasury nor between persons managing BIG-BG INWESTYCJE and the State Treasury.  

BIG Bank GDAŃSKI S.A. also gives notice that A Board Member is Chairman of the Management Board of BIG-BG INWESTYCJE S.A. and Members of the Bank’s Management Board represent the majority of the members of the Supervisory Board of BIG-BG INWESTYCJE S.A.
The PZU SA shares acquired by BIG-BG INWESTYCJE SA are treated as a long-term capital investment.  BIG Bank GDAŃSKI SA financed the acquisition of PZU SA shares from the financial resources of BIG–BG INWESTYCJE SA (a subsidiary of BIG Bank GDAŃSKI SA) in the amount of 1,006,004,295 PLN.  This amount came from the own funds of BIG-BG INWESTYCJE SA.



Together with the acquisition of the shares in PZU SA,  BIG-BG INWESTYCJE SA imposed on itself all the rights and obligations defined in the Agreement concluded between the State Treasury and the Bank with the exception of BIG Bank GDAŃSKI SA own responsibility resulting from this agreement.

· On 10 November 1999 BIG Bank GDAŃSKI SA gave notice that on 9 November 1999 it had granted an investment loan to its subsidiary FORINWEST Sp. z o.o. in the amount of 340 000 000 PLN for the period ending December 2004 with the payment of the capital at the end of the loan period.

· On 10 November 1999 BIG Bank GDAŃSKI SA gave notice that on 10 November 1999 it had received information from Deutsche Bank Aktiengesellschaft with its seat in Frankfurt am Main about the possession of 55,247,434 shares in BIG Bank GDAŃSKI SA on 10 November, 1999. The number of shares held by Deutsche Bank Aktiengesellschaft constitutes 13.01% of the share capital of BIG Bank GDAŃSKI S.A and gives the right to 55,247,434 votes at the General Assembly of BIG Bank GDAŃSKI S.A. (13.01% of the total votes).

· On 10 November 1999 BIG Bank GDAŃSKI SA gave notice that on 10 November 1999 it had received from Deutsche Bank Aktiengesellschaft - the shareholder with over 10% of the share capital, an application to call an Extraordinary Shareholders’ Meeting regarding the election to the Supervisory Board of the Bank, or if a Shareholders’ Meeting was planned by the Management Board, to extend the agenda to include the following item: “changes in the Supervisory Board”.

· On 16 November 1999 BIG Bank GDAŃSKI SA gave notice that it had received from Deutsche Bank Aktiengesellschaft and RZB Central European Development Ltd. an application to amend the agenda of the forthcoming Shareholders’ Meeting by adding two items to the Agenda as follows: Voting on the establishment of the number of the members of the Supervisory Board. and Election of the Supervisory Board by voting in separate groups at the request of Deutsche Bank AG and RZB Central European Development Ltd.

· On 17 November 1999 BIG Bank GDAŃSKI SA with its seat in Warsaw, ul. Kopernika 36/40, gave notice on behalf of BET TRADING Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) that BET TRADING Sp. z o.o. had sold 334 117 shares in FARMFOOD S.A.  As a result of this transaction BET TRADING Sp. z o.o. does not hold any shares in FARMFOOD S.A.  Before this transaction BET TRADING Sp. z o.o. held 334 117 shares in FARMFOOD S.A, which corresponded to 9.65% of the share capital of Sokołów S.A. and gave the right to 334 117 votes at the General Shareholders’ Meeting of FARMFOOD S.A. (9.65% of the total votes).  As a result of this transaction BIG Bank GDAŃSKI SA together with its subsidiaries do not hold any shares in FARMFOOD S.A

· On 17 November 1999 BIG Bank GDAŃSKI SA gave notice on its own behalf and on behalf of the subsidiaries of BIG Bank GDAŃSKI SA that on 15 November 1999 the Bank together with its subsidiaries had sold  9 981 972 shares in Sokołów S.A , in particular: BIG Bank GDAŃSKI S.A. sold 4 750 000 shares in Sokołów S.A., which corresponded to  9.98% of the  share capital of  Sokołów  S.A. and  gave the right  to 4 750 000 votes at the General Shareholders’ Meeting of Sokołów S.A. Before this transaction had taken place BIG Bank GDAŃSKI S.A. held 4 750 000 shares in Sokołów S.A..



BEL Leasing Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI S.A). sold 4 425 490 shares in Sokołów S.A., which corresponded to 9.30% of the share capital of Sokołów S.A. and gave the right to 4,425,490 votes at the General Shareholders’ Meeting of Sokołów S.A.  Before this transaction took place BEL Leasing Sp. z o.o. held 4,425,490 shares in Sokołów S.A.



Before this transactions BIG Bank GDAŃSKI S.A. together with its subsidiaries held 9,981,972  shares in Sokołów S.A., which corresponded to 20.97% of the share capital of Sokołów S.A. and gave the right to 9,981,972 votes at the General Shareholders’ Meeting of Sokołów S.A. (20.97% of the total votes). As a result of these transactions BIG Bank GDAŃSKI SA together with its subsidiaries did not hold any shares in Sokołów S.A

· On 19 November 1999 BIG Bank GDAŃSKI SA gave notice that on 18 November 1999 it had concluded a preliminary agreement with Air Touch Communications Inc. for the sale of shares in POLKOMTEL S.A.  This agreement relates to the sale of the entire stock held by the Bank, which corresponds to 0.5% of the share capital of POLKOMTEL S.A. for a total amount of 13 mln USD.

· On 26 November 1999 BIG Bank GDAŃSKI SA gave notice  that it had received a decision from the Court dated 24 November 1999 regarding the registration of the increase in share capital increase of BIG-BG INWESTYCJE S.A. (a subsidiary of the Bank) to 1 020 000 000 PLN.  The shareholders of the company are as follows: 

· BIG Bank GDAŃSKI S.A., holds 1,710,000 shares 

· BEL LEASING Sp. z o.o. (a subsidiary of the Bank), holds 4,500,000 shares

· FORINWEST Sp. z o.o. (a subsidiary of the Bank), holds 3,990,000 shares.

The total number of votes at the General Shareholders’ Meeting of BIG BG INWESTYCJE SA with respect to the whole amount of issued shares is 17 035 920.

· On 30 November 1999 BIG Bank GDAŃSKI SA gave notice that on 29 November 1999 it had received information from Moody’s Investor Service Limited about upgrading to Ba1 from Ba2 the long-term deposit rating of BIG Bank GDAŃSKI S.A.

· On 30 November 1999 BIG Bank GDAŃSKI SA gave notice  that on 30 November 1999 BEL Leasing Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) had signed an annexe to a Preliminary Notarial Deed signed on 12 August 1999 (for the benefit of BEL Leasing Sp. z o.o.)  with Pazim Joint Venture Ltd Sp. z o.o. with its seat in Szczecin and Polska Żegluga Morska in Szczecin, relating to the purchase of the perpetual usufruct and property rights to real estate in Szczecin, on the basis of which the parties prolonged the date for finalising the agreement settled on 30 November 1999 until 14 January 2000.  In the current reports dated 13 August 1999,15 September 1999 and 25 October 1999. BIG Bank GDAŃSKI SA gave notice of signing a Preliminary Notarial Deed between BEL Leasing Sp. z o.o., Pazim Joint Venture Ltd Sp. z o.o. and PŻM and about signing the annexe changing the date for finalising the agreement to 25 October 1999 

· On 7 December 1999 BIG Bank GDAŃSKI SA gave notice that as a result of the subissue service agreement BIG BG SA Brokerage House (a subsidiary of BIG Bank GDAŃSKI SA) purchased 360,000 ordinary bearer series D shares in Mennica Państwowa  S.A.  As a result of this transaction BIG BG S.A. Brokerage House holds 360,000 ordinary bearer series D shares in Mennica Państwowa S.A., which corresponds to 6.14% of the share capital of that Company and gives the right to 360,000 votes at the General Shareholders' Meeting of Mennica Państwowa S.A. (6.14% of the total votes).

· On 23 December 1999 BIG Bank GDAŃSKI SA gave notice  that it had acquired 25 mln. shares in BIG BANK SA with nominal and issue value of 2 PLN per share.  The shares which had been issued in accordance with Resolution no. 2 of the Extraordinary Shareholders’ Meeting of 7 October 1999 are preferential and one share is equivalent to five votes.  As a result of the acquisition of the new issue shares, the share of BIG Bank GDAŃSKI SA in the share capital of BIG BANK SA will constitute 99.89% (previously 99.71%).  Acquisition of the shares has been paid with financial resources from subordinated loans repaid to BIG Bank GDAŃSKI SA by BIG BANK SA in a total amount of 50 mln. PLN, which were simultaneously cancelled by both parties. This amount corresponds to the value of the newly acquired share capital of BIG BANK SA by BIG Bank GDAŃSKI SA.

· On 29 December 1999 BIG Bank GDAŃSKI SA gave notice  that on 28 December 1999 it had sold to Centrala Exportowo – Importowa MINEX S.A. all previously held shares in the sum of 28,000 of the company Fabryka Porcelany Sp. z o.o. with its seat in Włocławek., which constitutes 34.23% of the total share capital of the Company.  The shares sold had been acquired by the former Bank Gdański SA as a result of the restructuring process of the Company.  The book value of the shares amounts to 1,400,000 PLN and their price established by both parties to the agreement amounts 775,600 PLN.  A special provision was created in order to cover the difference between the book value and the price of the shares sold.

· On 30 December 1999 BIG Bank GDAŃSKI SA gave notice  that the General Shareholders’ Meeting of BIG BANK SA (the subsidiary of BIG Bank GDAŃSKI SA) had been held on 30 December 1999.  The General Shareholders’ Meeting accepted the financial statement of the Bank for the financial year from 1 October 1998 to 30 September 1999, and it acknowledged the fulfilment of duties by the Board of BIG BANK SA for this financial year. Moreover the General Shareholders’ Meeting redistributed the net profit of the Bank amounting to 9,662,453.26 PLN and transferred 966,245.32 PLN from the net profit (i.e. 10% of the net profit) to increase the supplementary capital, and the remainder of the net profit amounting to 8,696,207.94 PLN (i.e. 90% of the net profit) was transferred to the general banking risk reserve.  Furthermore the General Shareholders’ Meeting passed a resolution to raise the share capital of BIG BANK SA by issuing 60,000,000 registered shares with a nominal value of 2 PLN per share with the exclusion of pre-emptive rights of the existing shareholders in accordance with art. 435 of the Commercial Code.  The shares will be acquired by BIG Bank GDAŃSKI SA. After execution of  this resolution the share capital of  BIG BANK SA will amount to 200,880,000 PLN.

· On 31 December 1999 BIG Bank GDAŃSKI SA gave notice , that in accordance with the preliminary agreement dated 18 November 1999 signed between the Bank and Air Touch Communications Inc. regarding the sale of POLKOMTEL SA shares (by the Bank) on 30 December 1999, the first tranche of the sale of the above mentioned shares had been concluded.  This sale was concluded in accordance with the pre-emptive rights of the shareholders guaranteed in the Articles of Association of POLKOMTEL SA.  In this tranche, the Bank sold 66,708 shares in POLKOMTEL SA amounting to 48,141,872.26 PLN.  the price per share was set at the equivalent of 173.3333 USD.  The Bank’s purchase price per share was 100 PLN.  As a result of the first tranche (in the pre-emptive rights process), the Bank holds 8,292 POLKOMTEL SA shares, which according to the Articles of Association of that Company will be offered for sale in the second tranche of the pre-emptive rights process to the existing shareholders  at the set price. 

· On 3 January 2000 BIG Bank GDAŃSKI SA gave notice that on 31 December 1999 the subsidiaries of BIG Bank GDAŃSKI SA: BEL Leasing Sp. z o.o. and FORINWEST Sp. z o.o. had concluded an agreement  according to which FORINWEST Sp. z o.o. made a commitment to repay the liabilities of the debtors of BEL Leasing Sp. z o.o.  The agreement relates to the capital instalments of lease agreements up to a total amount of  7,628,775 PLN  in the event of the debtors not fulfilling their obligations by 30 June 2000.

If the above mentioned agreement is fulfilled Forinwest Sp. z o.o. will purchase receivables up to the amount paid. to BEL Leasing Sp. z o.o.  Then Forinwest Sp. z o.o. will be eligible  to acquire further receivables mentioned in the agreement at a price agreed by both parties by 31 July 2000.  The total amount of all agreements concluded between above mentioned Companies in the last 12 months equals 7.72 mln. PLN.

· On 6 January  2000 BIG Bank GDAŃSKI SA gave notice that on behalf of BIG BG Brokerage House S.A. (a subsidiary of BIG Bank GDAŃSKI SA) that on 4 January 2000 BIG BG Brokerage House S.A.  acting as a service subissuer had sold 97 626 ordinary bearer series D shares in Mennica Państwowa  S.A.  As a result of this transaction BIG BG  Brokerage House S.A. holds 262 374 ordinary bearer series D shares in Mennica Państwowa S.A., which corresponds to 4.48% of the share capital of that Company and gives the right to 262 374 votes at the General Shareholders’ Meeting of Mennica Państwowa S.A. (4.48% of the total votes).  Before this transaction took place BIG BG Brokerage House S.A. held 360 000 ordinary bearer series D shares in Mennica Państwowa  S.A., which corresponded to 6.14% of share capital of that Company and gave the right to 360,000 votes at the General Shareholders' Meeting of Mennica Państwowa S.A.  (6.14% of the total votes).

· On 7 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 7 January, 2000 capital contributions made to FORIN Sp. z o.o. (fully-owned by the Bank) in the amount of  140 325 000 PLN had been returned to the Bank. On the same day BIG Bank GDAŃSKI S.A. made a capital contribution to FORINWEST Sp. z o.o. (100% owned by the Bank)  in the total amount of 160,293.000 PLN, i.e. 1,275 PLN per share.

· On 11 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 11 January, 2000 Forinwest Sp. z o.o. (a fully owned subsidiary of the Bank) had purchased in out-off session transactions for 11 PLN per share:

· 991,987 ordinary bearer shares in BIG Bank GDAŃSKI S.A. from BEL Leasing Sp. z o.o. (a fully owned subsidiary of the Bank) and

· 14,750,000 ordinary bearer shares in BIG Bank GDAŃSKI S.A. from FORIN Sp. z o.o. (a fully owned subsidiary of the Bank) 

After these transactions took place Forinwest Sp. z o.o. holds 15,741,987 shares in BIG Bank GDAŃSKI S.A. 

BEL Leasing Sp. z o.o. and Forin Sp. z o.o. do not hold any shares in BIG Bank GDAŃSKI S.A.

· On 14 January  2000 BIG Bank GDAŃSKI SA gave notice  that  on 13 January 2000: 

· capital contributions made to TBM Leasing  Sp. z o.o. (a fully owned subsidiary of the Bank) in the amount of  50,500,000 PLN and 

· capital contributions made to INEC Services Sp. z o.o. (a fully owned subsidiary of the Bank) in the amount of 56,500,000 PLN

had been returned to the Bank.

In connection with the above, the Companies incurred loans in amounts corresponding to the returned contributions.

· On 14 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 13 January 2000:

· Forin Sp. z o.o. (a fully owned subsidiary of the Bank) had purchased 2,409 debt notes (Commercial Paper – CP) issued by TBM Leasing Sp. z o.o. in the total amount of 115,412,299.20 PLN and 1,285 debt notes issued by INEC Services in the total amount of 61,562,808 PLN;

· Bel Leasing Sp. z o.o. (a fully owned subsidiary of the Bank) had purchased 620 debt notes issued by INEC Services Sp. z o.o. in the total amount of 29,703,456 PLN.

· On 14 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 14 January 2000 it had received information from BEL Leasing Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA on the expiration of the Preliminary Notarial Deed signed on 12 August 1999 (for the benefit of BEL Leasing Sp. z o.o.)  with Pazim Joint Venture Ltd Sp. z o.o. with its seat in Szczecin  and Polska Żegluga Morska in Szczecin, relating to the purchase of the perpetual usufruct and property rights to real estate in Szczecin.  BIG Bank GDAŃSKI SA in the current reports dated 13 August 1999, 15 September 1999, 25 October 1999 and 30 November 1999 gave notice of signing a Preliminary Notarial Deed between BEL Leasing Sp. z o.o., Pazim Joint Venture Ltd Sp. z o.o. and PŻM and about signing the annexe changing the date for finalising the agreement to 25 October 1999.

· On 14 January 2000 BIG Bank GDAŃSKI SA gave notice that on 14 January 2000 Forinwest Sp. z o.o. (a fully owned subsidiary of the Bank) had sold 15,741,987 ordinary bearer shares in BIG Bank GDAŃSKI SA at the price of 12.50 PLN per share.

in the following out-off session transactions:

· 6 920 000 ordinary bearer shares in BIG Bank GDAŃSKI S.A. to INEC SERVICES Sp. z o.o. (a fully owned subsidiary of the Bank) which gives the right to 1,62% of votes at the General Shareholders’ Meeting of BIG Bank GDANSKI SA. and

· 8 821 987 ordinary bearer shares in BIG Bank GDAŃSKI S.A. to TBM LEASING Sp. z o.o. (a fully owned subsidiary of the Bank) which gives the right to 2,07% of votes at the General Shareholder’ Meeting of BIG Bank GDAŃSKI SA. The purchase of shares in BIG Bank GDAŃSKI SA  by the above mentioned subsidiaries is justified by their business activities.

After these transactions Forinwest Sp. z o.o. does not hold any shares in BIG Bank GDAŃSKI S.A. 

· On 17 January  2000 BIG Bank GDAŃSKI SA gave notice  in its own name and on behalf of INEC Services Sp. z o.o. and TBM Leasing Sp. z o.o. (subsidiaries of BIG Bank GDAŃSKI SA) that: 

· In result of the purchase of 6 920 000 shares in BIG Bank GDAŃSKI SA on 14 January, 2000, INEC SERVICES Sp. z o.o. held  24 820 000 shares in BIG Bank GDAŃSKI SA, which constituted 5,84% of the share capital of BIG Bank GDAŃSKI SA and gives the right to 24 820 000 votes at the General Shareholders’ Meeting of BIG Bank GDANSKI SA. (5,84% of the total votes)

Before this transaction INEC Services Sp. z o.o. held 17 900 000 shares in BIG Bank GDAŃSKI SA which corresponded to 4,21% of the share capital of BIG Bank GDAŃSKI SA and gave the right to 17 900 000 votes at the General Shareholders’ Meeting. (4,21% of the total votes)

· In result of  the purchase of 8 821 987 shares in BIG Bank GDAŃSKI SA on 14 January, 2000, TBM LEASING Sp. z o.o. held 24 821 987 shares in BIG Bank GDAŃSKI SA which constituted 5.84% of the share  capital of BIG Bank GDAŃSKI SA and gave the right to 24 821 987 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI SA.(5,84% of the total votes).

Before this transaction TBM Leasing Sp. z o.o. held 16 000 000 shares in BIG Bank GDAŃSKI SA which corresponded to 3.76% of the share capital and gave the right to 16 000 000 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI SA (3,76% of the total votes)

· On 20 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 19 January 2000 Bel Leasing Sp. z o.o. (a fully owned subsidiary of the Bank) had purchased 230 CP issued by BG Leasing SA  (a subsidiary of BIG Bank GDAŃSKI SA)  in the total amount of 10,976,037 PLN (the nominal value of the CP amounts to 11 500 000 PLN).

· On 20 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 20 January 2000 it had received a decision from the court dated 11 January 2000 regarding the registration of the increase in share capital  of  BIG BANK S.A. (a subsidiary of BIG Bank GDAŃSKI SA.)

BIG Bank GDAŃSKI S.A holds 40 395 878 shares in BIG BANK SA, which corresponds to 99.89% of the share capital of BIG BANK SA.

The total number of votes at the General Shareholders’ Meeting of BIG BANK SA is 196 260 342.

· On 21 January 2000 BIG Bank GDAŃSKI SA gave notice that on 20 January 2000 it had sold 2,250 ordinary shares in TBM Leasing Sp z o.o. with a nominal value 100 PLN per share to Polskie Towarzystwo Finansowe S.A. with its seat in Wrocław. The total contract value of the shares sold amounted to 97,521,750 PLN, i.e. 43 343 PLN. per share.  The sold shares constitute 45% of the total share capital of the Company.



On 20 January 2000 BIG Bank GDAŃSKI SA sold 500 ordinary shares in TBM Leasing Sp z o.o. with a nominal value of 100 PLN per share to INEC Services Sp. z o.o. with its seat in Warsaw.  The total contract value of the shares sold amounted to 21,671,500 PLN, that is 43 343 PLN per share.  The shares sold constitute 10% of the total share capital of the Company.



As a result of the above mentioned transactions BIG Bank GDAŃSKI SA holds 45% of the total share capital of TBM Leasing Sp z o.o., which gives the right to 2 250 votes at the General Shareholder’s Meeting of the Company. 



Before the above mentioned transactions BIG Bank GDAŃSKI SA had 100% of the shares in the total share capital of TBM Leasing Sp z o.o.



The Bank and Polskie Towarzystwo Finansowe S.A. are not related parties in accordance with the above mentioned Regulation.

· On 21 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 20 January 2000 it had sold 2,250 ordinary shares in INEC Services Sp. z o.o. with a nominal value of 100 PLN per share for a total amount of 104,546,250 PLN. (i.e. 46 465 PLN. per share) to PEZETEL S.A. with its seat  in Warsaw. These shares constitute 45% of the share capital of that Company.  On 20 January 2000, BIG Bank GDAŃSKI S.A. sold 500 ordinary shares in INEC Services Sp. z o.o. with a nominal value of 100 PLN each for a total amount of 23,232,500 PLN. (i.e. 46 465 PLN. per share) to TBM Leasing SP. z o.o. with its seat in Warsaw.  These shares constitute 10% of the share capital of that Company.


As a result of the above mentioned transactions, BIG Bank GDAŃSKI S.A. holds 45% of the share capital of the Company: INEC Services Sp. z o.o., which gives the right to 2,50 votes at the General Shareholders' Meeting of that Company.

Before these transactions took pace the Bank held 100% of the share capital of the Company INEC Services Sp. z o.o.


The Bank and PEZETEL S.A. are not related parties in accordance with the Regulation mentioned above.

· On 28 January 2000 BIG Bank GDAŃSKI SA gave notice  that on 27 January 2000 Forin Sp. z o.o. (a fully owned subsidiary of the Bank) had sold 2,409 CP of TBM Leasing Sp. z o.o. in the total amount of 116,196,344.56 PLN and 1,285 CP of INEC Services Sp. z o.o. in the total amount of  61,981, 030.62 PLN.

The party buying the CP was FORINWEST Sp. z o.o. (a fully owned subsidiary of the Bank).

· On 31 January 2000 BIG Bank GDAŃSKI SA gave notice  that the Shareholders' Meeting as at 28 January 2000 had not passed any resolutions relating to the matters in points 7, 8, 9, 10 and 11 of the agenda of the Shareholders' Meeting held after the end of the financial year.  The long sessions of the Shareholders' Meeting were devoted almost entirely to procedural matters and to establishing the rights of shareholders to participate in the Shareholders' Meeting.  Due to the above-mentioned doubts, the Shareholders' Meeting selected a committee to check the list of shareholders participating in the Meeting.  Furthermore the Shareholders' Meeting passed a resolution to appoint an international expert to check possible links between some shareholders which  had influence on the scope of their voting rights during the Shareholders' Meeting.

During the sessions of the Shareholders' Meeting the representative of the Polish Commission on Securities and the Stock Exchange (who was present at the meeting as a result of a motion passed by the Management Board of the Bank and invited by the Chairman of the Shareholders' Meeting) informed the Meeting of the consequences of passing resolutions by the Shareholders' Meeting if the Polish Commission on Securities and the Stock Exchange confirmed the circumstances suggested by the Management Board regarding the possible breach of the Law on the Public Trade of Securities.

Due to the doubts regarding the scope of rights to participate in the Meeting by some of the shareholders and due to the appointment by the Board of an international expert to check links between some shareholders participating in the Shareholders' Meeting, a resolution was passed to adjourn the Meeting for two weeks until 11 February 2000.

Before passing the resolution to adjourn the Meeting, resolutions were passed to dismiss all the members of the Supervisory Board of the Company.  The new board comprised only candidates proposed by Deutsche Bank and a group of shareholders which supported it.  The results of this election cannot be established at this point, because the Bank has no minutes from the sessions of the Shareholders' Meeting.

According to legal expertise given to the Management Board of the Bank and analysed at the Management Board and the Supervisory Board meetings on 29 January 2000, the elections of the Supervisory Board at the Shareholders' Meeting on 28 January 2000 are not legally binding.

The Supervisory Board accepted the actions of the Management Board of the Bank, undertaken during the sessions of the Shareholders' Meeting and after it was adjourned. It also acknowledged that the Management Board of the Bank has the right to fulfil its duties until the close of the Shareholders' Meeting.

In accordance with the above, the Management Board of the Bank decided to ensure the continuation of proper functioning of the Bank during the adjournment of the sessions of the Shareholders' Meeting and to take the necessary steps to respect the rights of all shareholders, taking into account the recommendations resulting from the legal expertise.

· On 7 February 2000 BIG Bank GDAŃSKI SA gave notice  that on 7 February 2000 it had received a verdict from the Regional Court in Warsaw – XX Economic Department dated 4 February 2000 on securing a claim (before instituting an action) to invalidate the Resolution of the General Shareholders’ Meeting of BIG Bank GDAŃSKI SA by suspending the execution of the Resolution of the General Shareholders’ Meeting adopted on 28 January 2000 until a decision was made on the validity of the Resolution. 

According to the Resolution the following people were appointed to the Supervisory Board of the Bank: Jacek Błaszczyński, Piotr Chudzik, Bogdan Dzudzewicz, Hubert Janiszewski, Richard Steinig, Peter Thelen, Jerzy Tobolewski, Maciej Wandzel, Stefan Wintels.  The Court stated in its justification of the verdict that “since according to point 14 of the Agenda of the General Shareholders’ Meeting, which started on 28 January 2000 there was to be an election of members to the Supervisory Board by voting in groups, the election of the members might, therefore,  take place only in such circumstances. Adjourning the meeting did not alter the fact that after the adjournment, the same General Shareholder’s Meeting would be continued in accordance with the agenda published in Monitor Sądowy i Gospodarczy.  Therefore adopting a Resolution on the appointment of new members to the Supervisory Board at the General Shareholders’ Meeting on 28 January 2000, without an election by voting in groups indicated that the claim for invalidation of such a resolution was reasonable.

The justification for the verdict stated by the Court implies, that the new Supervisory Board elected in the first part of the General Shareholders’ Meeting on 28 January 2000 cannot take any binding legal actions, including appointing or dismissing the members of the Management Board.

· On 8 February 2000 relating to the current report dated 7 February 2000 regarding the verdict of the District Court  on securing a claim to invalidate the Resolutions of the General Shareholders' Meeting on 28 January 2000 in respect of elections to the Supervisory Board, BIG Bank GDAŃSKI SA gave notice that according to the reasons for the above mentioned verdict, its aim was to  prevent the irrevocable changes which might have occurred if this Resolution had been executed.

The suspension of the execution of the Resolution of the General Shareholders' Meeting regarding the appointment of new members of the Supervisory Board is binding since the resolution was adopted on 28 January 2000. The Court stated in its justification of the verdict that the consequences of the suspension of the Resolution apply also to the activities of other bodies of the Company.

Therefore, any activities undertaken by the members of the Supervisory Board elected on 28 January 2000, are to be withheld in accordance with the verdict.  This applies also to resolutions regarding changes in the Management Board of BIG Bank GDAŃSKI S.A. 

· On 9 February 2000 BIG Bank GDAŃSKI SA gave notice  that with regards to press information about Powszechny Zakład Ubezpieczeń S.A. signing on 4 November 1999 (i.e. before signing the PZU privatisation agreement) an agreement for the sale of shares in BIG Bank GDAŃSKI S.A. to Deutsche Bank AG, BIG Bank GDAŃSKI S.A. had begun an analysis to establish the consequences of that action for the privatisation agreement signed by the State Treasury with the consortium of which BIG Bank GDAŃSKI S.A. was a member, and the consequences for the General Shareholders' Meeting of BIG Bank GDAŃSKI S.A. 

· On 10 February 2000 BIG Bank GDAŃSKI S.A. gave notice  that on 10 February 2000 the Management Board of the Bank had informed the District Public Prosecutor in Warsaw of their suspecting Władysław Jarmoży, Chairman of the Management Board of Powszechny Zakład Ubezpieczeń S.A., of committing an offence,

Documents accessible to the Management Board of the Bank, as well as circumstances revealed in press releases imply that Władysław Jamroży concealed the fact of his negotiation of the agreement with Deutsche Bank AG regarding the sale of shares in BIG Bank GDAŃSKI S.A. and he concealed the fact of signing that agreement to provide material profits for Deutsche Bank AG.  He had caused material property damage to BIG Bank GDAŃSKI S.A. as a Member of the Supervisory Board of the Bank by not acting in the Bank’s interests.

Moreover Władysław Jamroży as Chairman of the Management Board of PZU S.A. and a Member of the Supervisory Board of BIG Bank GDAŃSKI SA, being aware of the strategic plans of BIG Bank GDAŃSKI S.A., and acting for the purpose of achieving material profits by Deutsche Bank AG had mislead BIG Bank GDAŃSKI S.A. and EUREKO as to the consistency of the economic plans of PZU S.A. with the privatisation offer submitted by those entities.  Władysław Jarmoży had declared his loyalty and co-operation and at the same time he had hidden the fact of his negotiations and of signing the agreement with Deutsche Bank AG, which lead to harmful disposal of the property of BIG Bank GDAŃSKI S.A. and EUREKO, as both entities signed the agreement with the State Treasury without taking into consideration the commitments of PZU S.A. to Deutsche Bank AG.  

· On 10 February 2000 BIG Bank GDAŃSKI SA gave notice that on 8 February 2000 BEL Leasing Sp. z o.o.  (a subsidiary of the Bank) had signed an agreement with BIG Bank GDAŃSKI SA to prepare and organise a program to issue short-term CP

The subject of the agreement was to define the conditions and terms of co-operation by both parties in the activities relating to the preparation, organisation and issuing of short-term CP amounting to PLN150 mln.

· On 10 February 2000 BIG Bank GDAŃSKI SA gave notice  that on 9 February 2000 it had concluded with MLCS an Interest Rate SWAP transaction amounting to PLN 200 mln..  The transaction had been concluded for 3 years.  On 11 November 2000 (value date) there will be no capital transfers. BIG Bank GDAŃSKI SA will pay interest on the amount of PLN 200 mln.. calculated on a fixed interest rate basis annually and it will receive interest calculated on a variable interest rate basis semi-annually. The transaction had been concluded according to the ISDA Master Agreement.

· On 14 February  2000 BIG Bank GDAŃSKI SA gave notice  that on 11 February 2000 the General Shareholders’ Meeting had continued the sessions adjourned on 28 January 2000. 

The General Shareholders’ Meeting passed resolutions on the agenda regarding the approval of the financial statements of the Bank, acknowledgement of the fulfilment of the Bank’s authorities’ duties, approval of the distribution of profit and amendment to the Bank’s Articles of Association, in accordance with the draft resolutions presented by the Management Board (enclosed please find drafts of resolutions).

The General Shareholders’ Meeting also passed a resolution that membership of the Supervisory Board should comprise 19 persons.  18 persons have been elected by voting in groups and 1 person by not voting in groups.

Currently Bank is not able to present  the membership of the Supervisory Board  and  the necessary personal data in the above-mentioned form of voting owing to the lack of any foundations for settling the membership (minutes from the sessions and elections).

Drafts of resolutions passed by the General Shareholders’ Meeting held on 28 January 2000:

Draft

Resolution No.: 1

of the General Shareholders’ Meeting of BIG Bank GDAÑSKI S.A. of 28 January 2000 on the approval of the financial statement of the Bank covering the balance sheet, profit and loss account for the period 1 October 1998 – 30 September 1999, statement of cash flows for the financial year 1998/1999, additional information and the reports of the Board and the Bank’s Council on their activities in the financial year 1998/1999.

Pursuant to Art. 388 p. 1 of the Commercial Code and (8 part 1 p. 1 of the Articles of Association of the Bank and Art. 53 part 1 of the law of 29 September 1994 on accountancy, the General Meeting hereby approves of the financial statement of the Bank covering the balance sheet, profit and loss account for the period 1 October 1998 – 30 September 1999 statement of cashflows for the financial year 1998/1999,  additional information and the reports of the Board and the Bank’s Council on their activities in the financial year 1998/1999.

Draft

Resolution No.: 2

of the General Shareholders’ Meeting of BIG Bank GDAÑSKI S.A. of 28 January 2000 on the approval of the consolidated financial report of BIG Bank GDAÑSKI S.A. Capital Group for the period 1 October 1998 – 30 September 1999.

Pursuant to Art. 53 part 2 in connection with Art. 63 part 3 of the law of 29 September 1994 on accountancy, the General Share Meeting hereby approves of the consolidated financial report of BIG Bank GDAÑSKI S.A. Capital Group for the period 1 October 1998 – 30 September 1999.

Draft

Resolution No.: 3

of the General Shareholders’ Meeting of BIG Bank GDAÑSKI S.A. of 28 January 2000 on the vote of acceptance of the activities of the Board in the financial year 1998/1999.

Pursuant to Art. 388 p. 1 Art 390 ( 1and 2, p. 3 of the Commercial Code and (8 part 1 p. 3 of the Articles of Association of the Bank, the General Meeting hereby acknowledges acceptance of the accounts to the Board of the Bank in the financial year 1998/1999.

Draft

Resolution No.: 4

of the General Shareholders’ Meeting of BIG Bank GDAÑSKI S.A. of 28 January 2000 on the vote of acceptance of the activities of the Bank’s Council  in the financial year 1998/1999.

Pursuant to Art. 388 p. 1 Art 390 ( 1and 2, p. 3 of the Commercial Code and (8 part 1 p. 3 of the Articles of Association of the Bank, the General Meeting hereby acknowledges acceptance of the accounts to the Bank’s Council in the financial year 1998/1999.

Draft

Resolution No. 5

of the General Shareholders’ Meeting of BIG Bank GDAÑSKI S.A. of 28 January 2000 on the distribution of profit for the financial year 1998/1999.

Pursuant to Art. 390 ( 2 p. 2 of the Commercial Code and (8 part 1 p. 2 and  ( 36,37 of the Articles of Association of the Bank, the General Meeting of the Shareholders decided to:

Distribute  net profit in the amount of 168 706 576,98 PLN, worked out in the period between 1 October 1998 and 30 September 1999, as well as provide for the final distribution of the above profit in the following manner:

the amount of 16 870 658,00 PLN (10 %) shall be designated to supplementary capital;

the amount of 31 408 649,22 PLN (18,6 %) shall be designated to reserves;

the amount of 86 460 000,00 PLN (51,3 %) shall be designated to general banking risk reserve;

the amount of 33,967,269.76 PLN (20,1 %) shall be designated to dividends, namely 0.08 PLN per share.

Determine that the Shareholders as on 10 March 2000 shall be entitled to dividends.

Determine that the dividends shall be paid out on 4 April 2000.

Draft

Resolution No. 6

of the General Shareholders’ Meeting of BIG Bank GDAÑSKI S.A. of 28 January 2000 on the amendment of the Articles of the Bank.

Pursuant to Art. 431 of the Commercial Code and (8 part 2 p. 1 of the Articles of Association of the Bank, the General Meeting of the Shareholders adopted the following:

The following amendments shall be made to the Articles of Association of BIG Bank GDAŃSKI S.A.:

Paragraph 28 shall adopt  the following wording:

1. Local operational branches of the Bank are created and closed by resolution of the Management Board.

2. The opening of an operational branch abroad requires the approval of the Supervisory Board

· On 14 February 2000 BIG Bank GDAŃSKI SA gave notice  that it had received from Banco Comercial Portugues, TBM Leasing Sp. z o.o. and INEC Services Sp.  z o.o. (which together represent over 20% of the total share capital) applications for calling an Extraordinary General Shareholders’ Meeting on the nearest possible date with the agenda to include:

· Voting on the amendments to the Rules of the General Shareholders’ Meeting.

· Voting on the number of Members of the Supervisory Board.

· Election of Members of the Supervisory Board by voting in groups.

With regards to the above mentioned applications the Management Board of the Bank decided to call an Extraordinary General Shareholders’ Meeting to include the matters proposed by the applicants on 10 March 2000.

· On 17 February 2000 BIG Bank GDAŃSKI SA gave notice  that on 17 February 2000 it had received a verdict from the Regional Court in Warsaw – XVI Economic Department dated 17 February 2000 on securing a claim (before instituting an action) to invalidate agreements regarding the purchase of BIG Bank GDAŃSKI SA shares, by ordering an interdiction of the sale of the shares in BIG Bank GDAŃSKI SA by Powszechny Zakład Ubezpieczeń SA and PZU Życie SA and their subsidiaries (defined by the Law on The Public Trade of Securities). . The above mentioned agreements were signed on 4 November 1999 between Deutsche Bank AG and Powszechny Zakład Ubezpieczeń SA and PZU Życie SA., 

· On 18 February 2000 BIG Bank GDAŃSKI SA gave notice  that that on 18 February 2000 it had received information from PZU ŻYCIE S.A. with its seat in Warsaw, 80/82 Grzybowska Street that it had decreased its holding of shares in BIG Bank GDAŃSKI SA by 11,827,261 shares subsequent to the purchase transaction on 15 February 2000.

As a result of this transaction PZU ŻYCIE S.A. holds  9 898 500 shares in BIG Bank GDAŃSKI S.A., which corresponds to 2.33% of the share capital and gives the right to 9 898 500 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (2.33% of the total votes).

According to information sent by PZU ŻYCIE S.A. before this transaction took place PZU ŻYCIE S.A. held 21 725 761 shares, which corresponded to 5.12% of the share capital, and gave the right to 21,725,767 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (5.12% of the total votes).

· On 22 February  2000 BIG Bank GDAŃSKI SA gave notice  that on 28 January, 2000 at the General Shareholders’ Meeting of BIG Bank GDAŃSKI SA the following shareholders  held at least 5% of the votes: 

Shareholder




Number of votes

Banco Comercial Portugues




63 475 913

Deutsche Bank AG





56 172 506

EUREKO B.V.





42 423 261

RZB Central European Development Limited


42 411 578

PZU S.A. and subsidiary




36 531 420

TBM Leasing Sp. z o.o.




24 821 987

INEC Services Sp. z o.o.




24 820 000

· On 22 February 2000 BIG Bank GDAŃSKI SA gave notice  that  in accordance with the preliminary agreement dated 18 November 1999 signed between the Bank and Air Touch Communications Inc. regarding the sale of POLKOMTEL SA shares (by the Bank) on 21 February 2000, the second tranche of the sale of the above mentioned shares had been concluded.  This sale was concluded in accordance with the pre-emptive rights of the shareholders guaranteed in the Articles of Association of POLKOMTEL SA. 

In this tranche, the Bank sold 8,292 shares in POLKOMTEL SA in the total amount of 5,962 507.03 PLN.  The price per share was set at an amount equivalent to 173.3333 USD. The Bank’s purchase price per share was 100 PLN.

In the first tranche on 31 December 1999 the Bank sold 66 708 shares in POLKOMTEL SA in the total amount of 48,141,872.26 PLN.  The price per share was set at an amount equivalent to 173.3333 USD.

As a result of transactions concluded in the both tranches (in the pre-emptive rights process), the Bank sold 75,000 shares in POLKOMTEL SA which corresponds to 0.5% of the share capital of POLKOMTEL SA.

Following these transactions the Bank does not hold any shares in POLKOMTEL SA.

· On 23 February 2000 BIG Bank GDAŃSKI SA gave notice  that on 22 February 2000 the first Meeting of the Supervisory Board (which was elected on  28 January 2000 on the General Shareholders’ Meeting by voting in groups and continued on 11 February 2000)  had been held.

The Supervisory Board appointed:

Mr. Hubert Janiszewski as Chairman of Supervisory Board;

Mr. Richard Steining as Deputy Chairman of the Supervisory Board;

Mr. Bogdan Dzudzewicz as Secretary of the Supervisory Board.

The Supervisory Board passed resolutions regarding amendments to the Management Board of the        Bank, in particular: 

· confirmed the dismissal of Mr. Bogusław Kott as Chairman of the Management Board of the Bank as from 28 January 2000;

· dismissed Mrs. Anna Rapacka as a Member of the Management Board;

· the suspension of Mr. Zbigniew Sobolewski - a Member of the Management Board of the Bank until 30 June 2000;

· the suspension of Mrs. Julianna Boniuk –Member of the Management Board of the Bank until 30 June 2000.


at the same time requesting them to continue performing their other duties.

· passed the resolution which confirms the appointment of Mr. Janusz Lazarowicz to the Member of the Management Board of the Bank from 28 January 2000 appointing  him to the Deputy Chairman of the Bank and temporarily giving him the duties of  the Chairman of the Management Board of the Bank.

Mr. Janusz Lazarowicz was born in 1950, he is a graduate in Economics.  He has worked in many financial institutions in Poland and abroad, including: Trust Bank of Africa, Den Norska Credit Bank, Bank Gdański SA and from 1997 he was the Member of the Management Board at Reiffeisen Centralbank in Poland.  Currently he is not managing any other activities.

· On 24 February 2000 BIG Bank GDAŃSKI SA gave notice  that on 23 February 2000 it had received a verdict from the District Court in Warsaw – XX Economic Department dated 22 February 2000 on securing a claim (before instituting an action) to invalidate the resolutions of the General Shareholders’ Meeting of BIG Bank GDAŃSKI SA passed on 11 – 12 February 2000 by withholding execution of the resolutions regarding the election of Members of the Supervisory Board by voting in groups. According to the above mentioned resolutions, the following Members were appointed to the Supervisory Board:

Maciej Bednarkiewicz, Ernst Jansen, Andrzej Kratiuk, Alicja Lachowska, Marek Szmelter, Krzysztof Pawlisz, Jacek Jonak, Richard Steinig, Piotr Chudzik, Hubert Janiszewski, Stefan Wintels, Peter Thelen, Witold Szymański, Jacek Błaszczyński, Maciej Wandzel, Jerzy Tobolewski, Bogdan Dzudzewicz, Ryszard Pospieszyński, Krzysztof Banaszak.

The Court adjourned execution of these resolutions for the period of the court proceedings with effect from the moment of their being passed.

In its justification for the decision, the Court emphasised it was probable that the election of the Supervisory Board by voting in groups had been conducted in breach of legal regulations.

Moreover the Court agreed with the doubts of the applicants that not safeguarding the execution of erroneous resolutions could have led to irrevocable consequences (for example the election of the new Management Board and its later activities) especially since such situation had arisen after the illegal elections to the Supervisory Board at the General Shareholders’ Meeting of 28 January 2000, and the District Court in Warsaw withheld the execution of resolutions of the General Shareholders’ Meeting dated 28 January 2000 (according to the verdict of 4 February 2000) by way of temporarily securing a claim to invalidate the resolutions.

· On 28 February 2000 BIG Bank GDAŃSKI SA gave notice  that on 28 February 2000 it had received from Banco Comercial Portugues, TBM Leasing Sp. z o.o. and INEC Services Sp. z o.o. (which together represent over 20% of the share capital) letters with the information that they were withdrawing their motions of 14 February 2000 to call an Extraordinary Shareholders’ Meeting of BIG Bank GDAŃSKI SA and request the immediate cancellation of the by the Management Board of the Bank.

Moreover, BCP gave reasons for the decision which can be found in the statement here below.

The Management Board of the Bank took the necessary measures to execute the applicants’ motions.  Therefore, the Extraordinary Shareholders’ Meeting of BIG Bank GDAŃSKI SA called for 10 March 2000 would not be held. 

Statement of Banco Comercial Portugues SA

Shareholders of BIG Bank GDAŃSKI SA,

Banco Comercial Portugues SA (“BCP”), being a shareholder in BIG Bank GDAÑSKI SA (the “Bank”), on 14 February 2000 filed a motion to convene an Extraordinary General Meeting of the shareholders of the Bank.  Now BCP has decided to withdraw its motion and to request that the Management Board of the Bank cancels the meeting, the date of which was established as 10 March 2000. Other shareholders who together with BCP filed the motion to convene the general meeting, share BCP’s opinion as to the above matter and have also withdrawn their motion.

When making this decision, BCP took the following matters into consideration.  For some time there has been a discrepancy of views among the Bank’s shareholders concerning both the future development and the management of the Bank.  This discrepancy turned into a conflict which reached its culminating point during the General Meeting begun 28 January 2000 and continued on 11-12 February 2000 (the “General Meeting”).  The events of the Meeting demonstrated that such deep conflicts could not be settled during an Extraordinary General Meeting.  On the contrary, the atmosphere during the Meeting further aggravated the parties concerned.

The course of events after the General Meeting demonstrated that the decisions taken during the General Meeting did not only not settle the conflict, but caused its further escalation.  Moreover, the decision made above was verified by the Courts which, at least in the preliminary stage, have identified significant irregularities and consequently ordered   temporary suspension of their implementation.

After the General Meeting, a meeting was held in which all the main shareholders involved in the conflict, i.e. Deutsche Bank AG, Eureko BV and BCP, participated. Although the parties have not reached an agreement as yet, they have expressed their intention to continue with the talks.  It would seem that pressure of time pressure is not conducive to resolving the conflict. 

In such a situation, in the opinion of BCP, holding another General Meeting on 10 March 2000 would only lead to further aggravation of the conflict instead of resolving it.

In consideration of the above, and to create more favourable conditions for conducting negotiations, BCP has decided to withdraw its motion to convene an Extraordinary General Meeting and to request that the Management Board cancels this meeting.  At the same time BCP has proposed to Deutsche Bank AG that the talks regarding the development of the Bank be intensified, with the hope that once an agreement is reached, the General Meeting will take place in circumstances which allow for all corporate matters of the Bank to be settled.  In BCP’s opinion, the above sequence of events is in the best interest of the Bank as well as the Bank’s shareholders.

· On 3 March  2000 BIG Bank GDAŃSKI S.A. gave notice  that it had acquired shares in the new issue of nominal and issue value 2 PLN each in BIG BANK Spółka Akcyjna according to Resolution no. 5 of the General Shareholders’ Meeting of BIG BANK Spółka Akcyjna dated 30 December 1999. The 60,000,000 shares acquired by the Bank are preferential shares and one share is equivalent to five votes at the Shareholders' Meeting.  As a result of this transaction the share of BIG Bank GDAŃSKI SA in the share capital of BIG BANK Spółka Akcyjna constitutes 99.96 % of that share capital (previously 99.89).  The Bank made payment for this acquisition.

· On 4 April 2000 BIG Bank GDAŃSKI S.A. gave notice  that on 3 April 2000 it had concluded a factoring agreement with BG Leasing S.A. (a subsidiary of BIG Bank GDAŃSKI SA) on the basis of which the Bank is committed to purchasing leasing receivables in accordance with the conditions defined in the agreement up to the total amount of 2,600,000 PLN.

In return for the purchased receivables, the Bank is committed to paying an amount being the equivalent of their value decreased by a discount, fixed according to market conditions and commission due to the bank.  The agreement has been concluded for a two-month period.

· On 6 April 2000 BIG Bank GDAŃSKI S.A. gave notice  that on 3 April 2000 it concluded a factoring agreement with BG Leasing S.A. (a subsidiary of BIG Bank GDAŃSKI SA), on the basis of which the Bank is committed to purchasing leasing receivables in accordance with the conditions defined in the  agreement  up  to  the  total  amount of  2,600,000 PLN.

In return for the purchased receivables, the Bank is committed to paying an amount being the equivalent of their value decreased by a discount, fixed according to market conditions and commission due to the bank.  The agreement has been concluded for a one-month period.

In the period from 4 April 2000 to 6 April 2000 the  Bank concluded factoring agreements with BG Leasing S.A. relating to the purchase of receivables up to a total amount of 62,600,000 PLN.

The Bank had earlier announced details of similar agreement on 4 April 2000.

· On 10 April 2000  BIG Bank GDAŃSKI S.A. gave notice  that on 10 April 2000 it had concluded  an  agreement for a  middle term syndicated loan in the amount of 170,000,000 USD.

The consortium, organised by Bayerische Landesbank Girozentrale, is composed of 19 banks with corporate seats in West European countries. 

· On 14 April 2000 BIG Bank GDAŃSKI SA gave notice  that on 13 April 2000 it had received a decision by the District Court in Warsaw – XX Economic Department dated 6 April 2000 on securing a claim by Mr Wiktor Jedamski against BIG Bank GDAŃSKI S.A., Banco Comercial Portugues S.A. (BCP) and Eureko B.V. (Eureko) for invalidating the agreements to purchase of BIG Bank GDAŃSKI SA shares from its subsidiaries made by BCP and Eureko on 11 August 1999 and to redeem these shares to decrease the share capital.

Securing of the claim is based on an interdiction to sell the shares at issue by these entities, to execute of voting rights and collect dividends. The Bank decided to lodge a complaint against this decision.  The shares in question were taken up by the Bank’s as a result of a merger between the former Bank Inicjatyw Gospodarczych BIG SA and Bank Gdański SA.  The merger has been validated by a verdict of the Supreme Court of 1 October 1998 which ended the action taken by the Jedamski brothers.  The verdict of the Supreme Court clearly stated that article 365 of the Commercial Code relating to the prohibition of purchasing own shares cannot be taken into consideration with regard to merges of companies. Moreover the reasons for the verdict of the Highest Court imply that the provisions of the Banking Law (previously art. 78 part 3, now art. 27 of the Banking Law) cannot be grounds for applying the provisions on own shares with regard to shares in the possession of subsidiaries.

Furthermore the offices of Hogan & Hartson have also informed the Management Board of the Bank about further proceedings to secure claims for which PZU Życie has applied, relating to INEC Services, a former subsidiary of the Bank.

In the opinion of the Bank’s legal advisors there are no legal grounds for the claim covered by the proceedings.

· On 19 April  2000 BIG Bank GDAŃSKI SA gave notice  that on 14 April 2000 BIG Bank GDAŃSKI, I Branch in Warsaw acting on behalf of the consortium composed of BIG Bank GDAŃSKI SA and BIG BANK Spółka Akcyjna, had given a guarantee to repurchase Short-term CP at the order of Forinwest Sp. z o.o. (a fully owned subsidiary of the Bank) for the benefit of Totalizator Sportowy Sp. z o.o. to the amount of 160,000,000 PLN with an expiry date of 16 April 2002.

The agreement was concluded on an arm’s length basis.

· On 21 April 2000 BIG Bank GDAŃSKI  S.A. gave notice on its own behalf and on behalf of BG Leasing S.A. (a subsidiary of BIG Bank GDAŃSKI S.A.) that on 20 April 2000 an application for opening debt restructuring proceedings in relation to BG Leasing S.A. had been filed with the District Court in Gdańsk – XII Economic Department.

· On 28 April 2000 BIG Bank GDAŃSKI SA with its seat in Warsaw, 36/40 Kopernika Street gave notice on its own behalf and on behalf of DEBT Services Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) that on 25 April 2000 DEBT Services Sp. z o.o. had sold 107,379 shares in DROSED S.A, in reply to the public bid for a stake in DROSED S.A. which corresponds to 5.84% of the share capital and gives the right to 5.84% of votes at the General Shareholders’ Meeting of DROSED S.A.

 

As a result of this transaction DEBT Services Sp. z o.o. holds 27 219 shares in DROSED SA, which corresponds to 1,48% of the share capital and gives the right to 27 219  of votes at the General Shareholders’ Meeting of DROSED SA. (1,48% of the total votes).

Before this  transaction DEBT Services  Sp. z o.o. held 134 598  shares in DROSED SA, which corresponded to 7.32% of the share capital, and gives the right to 134,598 votes at the General Shareholders’ Meeting of DROSED S.A. (7.32% of the total votes).

· On 28 April 2000 BIG Bank GDAŃSKI SA with its seat in Warsaw, 36/40 Kopernika Street gave notice on its own behalf and on behalf of BET Trading Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI SA) that on 25 April 2000 BET Trading Sp. z o.o. had sold 104,030 shares in DROSED S.A, in reply to a public bid for a stake in DROSED S.A. which corresponds to 5.65% of the share capital and gives the right to 5.65% of votes at the General Shareholders’ Meeting of DROSED S.A. As a result of this transaction BET Trading Sp. z o.o. holds 26,370 shares in DROSED SA, which corresponds to 1.43% of the share capital and gives the right to 26,370  of votes at the General Shareholders’ Meeting of Drosed SA. (1.43% of the total votes).

Before this transaction took place BET Trading Sp. z o.o. held 130,400 shares in DROSED SA, which corresponded to 7.09% of the share capital, and gave the right to 130,400 votes at the General Shareholders’ Meeting of DROSED S.A. (7.09% of the total votes).

· On 28 April 2000 BIG Bank GDAŃSKI SA with its seat in Warsaw, 36/40 Kopernika Street gave notice on its own behalf and on behalf of BET Trading Sp. z o.o. and DEBT Services Sp. z o.o. (subsidiaries of BIG Bank GDAŃSKI SA) that on 25 April 2000 BIG Bank GDAŃSKI SA together with its subsidiaries had sold 282,628  hares in DROSED S.A, in reply to a public bid for a stake in DROSED S.A. which corresponds to 15.36% of the share capital and gives the right to 15.36% of votes at the General Shareholders’ Meeting of DROSED S.A.

As a result of this transaction BIG Bank GDAŃSKI S.A. together with its subsidiaries hold 71,642 shares in DROSED SA, which corresponds to 3.89% of the share capital and gives the right to 71,642 of votes at the General Shareholders’ Meeting of Drosed SA. (3.89% of the total votes).

Before this  transaction took place BIG Bank GDAŃSKI SA together with its  subsidiaries held 354,270 shares in DROSED SA, which corresponded to 19.25% of share capital, and gave the right to 354,270 votes at the General Shareholders’ Meeting of DROSED S.A. (19.25% of the total votes).

· On 5 May 2000 BIG Bank GDAŃSKI SA gave notice  that on 5 May 2000 according to permission granted by the Government Office for Pension Funds, a Sales Agreement relating to shares in the Pension Fund Society of BIG Bank GDAŃSKI SA (PTE) had been concluded between Eureko B.V. with its seat in Amsterdam and BIG BANK GDAŃSKI S.A.

On the basis of this agreement the parties decided that Eureko shall sell (from the day of signing the agreement) 58 500 A-D series shares in PTE constituting 45% of the share capital of that Company to the benefit of BIG Bank GDAŃSKI S.A.

The price per share was set at the book value of 148 PLN.  Payment will be made in instalments.

The total nominal value of the shares amounts to 58,500,000 PLN

The parties can increase prices to market level if they intend to strengthen the market position of PTE, e.g. by consolidation.

EUREKO B.V. is a shareholder in BIG Bank GDAŃSKI S.A. (9.99% of the share capital)

Before this transaction took place BIG Bank GDAŃSKI S.A. owned 55% of PTE shares giving the right to 55% votes at the General Shareholders’ Meeting of PTE.

The transaction will be financed by BIG Bank GDAŃSKI S.A.

· On 10 May 2000 BIG Bank GDAŃSKI SA gave notice  that on 10 May 2000 it had received a decision from the District Court in Warsaw – XX Economic Department of 25 April 2000 to secure a claim to establish that Transportation and Business Leasing TBM Sp. z o.o. is a subsidiary of BIG Bank GDAŃSKI S.A. in Warsaw (lodged by Deutsche Bank AG against BIG Bank GDAŃSKI S.A) by forbidding TBM Sp. z o.o. to sell shares, execute voting rights and receive dividends on BIG Bank GDAŃSKI shares until a final decision has been reached.

The Bank intends to appeal the decision which is at present being analysed by the Bank’s legal advisors.

· On 26 May 2000 BIG Bank GDAŃSKI SA gave notice  that on 25 May 2000 Forinwest Sp. z o.o. (a fully owned subsidiary of the Bank) had purchased 2,520 short-term CP issued by TBM Leasing Sp. z o.o. in the total amount of  120,410,010 PLN and 1344 short-term CP of INEC Services Sp. z o.o. in the total amount of  64 218 672 PLN.

The purchased CP are discount notes yielding market rates.

· On 26 May 2000 BIG Bank GDAŃSKI SA gave notice  that on 25 May 2000 Bel Leasing Sp. z o.o. (a fully owned subsidiary of the Bank) had purchased 648 short-term CP issued by INEC Services Sp. z o.o. in the total amount of  30 962 574 PLN. The purchased CP are discount notes yielding market rates.

· On 31 May 2000 BIG Bank GDAŃSKI SA gave notice  that on 31 May 2000 it had received information from Deutsche Bank Aktiengesellschaft with its  seat in Frankfurt am Main about the possession of  78 130 393 shares in BIG Bank GDAŃSKI SA on 31 May 2000.

The number of shares held by Deutsche Bank Aktiengesellschaft constitutes 18.40% of the share capital of BIG Bank GDAŃSKI S.A and gives the right to 78,130,393 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (18.40% of the total votes).

· On 5 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 2 June 2000 FORIN Sp. z o.o. (a subsidiary of BIG Bank GDAŃSKI S.A.) had concluded a factoring agreement with DAEWOO – FSO MOTOR S.A. on the basis of which both parties agreed that FORIN Sp. z o.o. would purchase receivables in accordance with the conditions defined in the agreement.

The total amount of  purchased receivables does not exceed  200,000,000 PLN.

Within the terms of the agreement the parties agreed that FORIN Sp. z o.o. would be responsible for monitoring, collection and settlement of the receivables covered by the agreement.

· On 12 June 2000 BIG Bank GDAŃSKI S.A. gave notice that on 9 June 2000 it received information from Deutsche Bank Aktiengesellschaft with corporate seat in Frankfurt am Main that on 7 June 2000 Deutsche Bank Aktiengesellschaft sold in out-off session transactions shares in BIG Bank GDAŃSKI S.A.

The number of shares held by Deutsche Bank Aktiengesellschaft constitutes below 5% of share capital of BIG Bank GDAŃSKI S.A and below 5% of total number of votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. 

· On 12 June 2000 BIG Bank GDAŃSKI SA wishes to inform that on 9 June 2000 it had received information from M+P HOLDING S.A. with its seat in Switzerland 87, Route de Lausanne about the possession of  22 926 139 shares in BIG Bank GDAŃSKI SA on 7 June 2000.

The number of shares held by M+P HOLDING constitutes 5.3995% of the share capital of BIG Bank GDAŃSKI S.A and gives the right to 22 926 139 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (5,3995% of the total votes).

· On 12 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 12 June 2000 it had received information from Carothers Trading Limited with its seat in Nicosia, Cyprus, 1 Costaki Pantelides Avenue about the possession of  38 164 104 shares in BIG Bank GDAŃSKI SA.

The number of shares held by Carothers Trading Limited constitute 8.988% of the share capital of BIG Bank GDAŃSKI S.A and gives the right to 38,164,104 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (8.987% of the total votes).

· On 12 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 12 June 2000 the Custody Department of BIG Bank GDAŃSKI S.A. acting on behalf of Achmea Holding NV with its seat in the Netherlands gave notice that Achmea Holding NV. held 42,411,578 shares in BIG Bank GDANSKI SA.

The number of shares held by Achmea Holding NV constitute 9.99% of the share capital of BIG Bank GDAŃSKI S.A and gives the right to 42,411,578 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (9.99% of the total votes).

Before the transaction took place Achmea Holding NV did not hold any shares in BIG Bank GDAŃSKI S.A.

· On 12 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 12 June 2000 it had received information from Banco Comercial Portugues with its seat in Porto that on 12 June 2000 Banco Comercial Portugues had purchased 21,230 000 shares in BIG Bank GDAŃSKI S.A. 

As a result of this transaction Banco Comercial Portugues holds 84,851,973 shares in BIG Bank GDAŃSKI S.A. which constitutes 19.98% of the share capital of BIG Bank GDAŃSKI S.A and gives the right to 84,851,973 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A. (19.98% of the total votes).

Before this transaction took place Banco Comercial Portugues held 63,621,973 shares in BIG Bank GDAŃSKI S.A. which constituted 14.98% of the share capital and gave the right to 63,621,973 votes at the General Shareholders’ Meeting of BIG Bank GDAŃSKI S.A.

· On 12 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 12 June 2000 it had received information from Raiffeisen Zentralbank Osterreich AG together with its subsidiaries about the possession of 11 400 shares in BIG Bank GDAŃSKI S.A.

The number of shares held by Raiffeisen Zentralbank Osterreich AG constitute 0.003% of share capital of BIG Bank GDAŃSKI S.A and 0.003% of total number of votes at the General Shareholders’ Meeting.

· On 21 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 21 June 2000 it had received the Resolution from the Banking Supervisory Committee of June 7, 2000 relating to a permit for EUREKO B.V. with its corporate seat in Amsterdam to acquire shares in BIG Bank Gdański S.A. up to a number allowing (together with currently owned shares) the  execution or more than 10% but less than 20% of voting rights during the General Shareholders’ Meeting

· On 21 June 2000 BIG Bank GDAŃSKI SA gave notice  that on 21 June 2000 it had received information that during the period 9-16 June 2000 Mr. Hubert A. Janiszewski sold 4,890 of shares in the Bank for 9 PLN per share.

Mr. Hubert A. Janiszewski was elected as a member of Supervisory Board of the Bank by voting in groups during the General Shareholders’ Meeting of 11-12 February 1999.  Execution of the resolution on the election of the Supervisory Board was suspended by the District Court in Warsaw XX Economic Department by the Court’s Statement of 22 February 2000.  As a result Mr. Hubert A. Janiszewski does not perform any supervisory duties with respect to the Bank.
· On 30 June 2000 BIG Bank GDAŃSKI S.A. gave notice  that it had received from Banco Comercial Portuges (which represents 19.9% of the total share capital) a motion to convene an Extraordinary General Shareholders’ Meeting with the agenda to include:

Dismissal of present Members of the Supervisory Board.

Voting on the number of Members of the Supervisory Board.

Election of new Members of the Supervisory Board.

Voting on changes to the Bank’s Articles of Association.

The changes to the Articles of Association of the Bank lodged by Banco Comercial Portuges relate specifically to removing from the Articles of Association the provisions limiting the voting rights from shares up to 15% of the share capital. 

As a result of the above mentioned motion the Management Board of BIG Bank GDAŃSKI S.A. decided to convene an Extraordinary General Shareholders’ Meeting for 1 August 2000 with the agenda including the items required by BCP.

The Management Board of the Bank decided also to add to the agenda voting on the draft resolution on the merge of BIG Bank GDAŃSKI S.A. with BIG Bank S.A.  Detailed conditions of the merger will be prepared separately by the Board.  The Bank will provide information about this as soon as possible, in accordance with the Resolution of the Council of Ministers of 22 December 1998, art.4, part 1, p. 23.

13.2. Information on subsequent events not included in the financial      statements
· On 7 July,2000 BIG Bank GDAŃSKI SA gave notice  that the General Shareholders’ Meeting had been called for 1 August, 2000 with the following agenda:

1. Opening of the Meeting.

2. Information upon the manner of voting.

3. Election of the Chairman of the General Meeting.

4. Statement on the validity of convening the Meeting and the ability to pass resolutions.

5. Presentation of the agenda of the General Meeting.

6. Election of the Vote Counting Committee.

7. Dismissal of present Members of the Supervisory Board – according to an application made by Banco Comercial Portugues.

8. Establishment of the number of Members of the Supervisory Board – according to the application made by Banco Comercial Portugues.

9. Election of Members of the Supervisory Board – according to an application made by Banco Comercial Portugues.

10. Voting on the draft resolution on the amendments to the Bank’s Articles of Association – in accordance with an application made by Banco Comercial Portugues.

11. Voting on the draft resolution on the merger of BIG Bank GDAŃSKI Spółka Akcyjna in Warsaw with BIG BANK Spółka Akcyjna in Warsaw by transferring assets of BIG BANK Spółka Akcyjna to BIG Bank GDAŃSKI Spółka Akcyjna and on the conditions of the merger.

12. Closing the Meeting.

14. SOURCE AND UTILISATION OF FUNDS

REGION
FUNDS UTILISED
FUNDS OBTAINED

Zachodniopomorskie
531 253
45 732

Pomorskie
3 374 696
2 416 219

Podlaskie
49 638
19 951

Łódzkie
224 438
25 201

Śląskie
55 631
11 049

Kujawsko-pomorskie
174 351
14 371

Mazowieckie
3 497 417
448 040

15. RELATIONS WITH A LEGAL PREDECESSOR, ACQUISITION OF ASSETS, LIABILITIES AND EQUITY

In the period from 1.10.99  - 30.06.00 there were no mergers or acquisitions.
16. The financial statements and the comparative financial data (at least for main items of the balance sheet and the income statement) adjusted by the relevant inflation index, with presentation of the source of this index and its applications, assuming that the period of the last financial statements is the base period – if the last three years of operations of an issuer were influenced by a high inflation rate (above 20 per cent annually).

In the relevant period inflation did not exceed 20 per cent annually.

17. CHANGES IN THE ACCOUNTING POLICIES USED COMPARED WITH THE PRIOR PERIOD

In the period from 1.10.99 - 30.06.00 the accounting policies were not changed.
18. LIST OF CHANGES ENABLING COMPARABILITY OF DATA FROM THE FINANCIAL STATEMENTS FOR THE CURRENT FINANCIAL YEAR AND THE PRIOR YEAR

As at 30.06.00 there are no differences between the data disclosed in these financial statements and those previously prepared.

19. AVERAGE INTEREST RATES ON LOANS AND DEPOSITS

In the period from 1.10.1999 – 30.06.2000 BIG Bank GDAŃSKI S.A. applied the following interest rates: 

· loans

· PLN

14.9% - 24.00% (or 20.40%+margin)

· USD
6.03% - 18.22%,

· DEM
3.35% - 16.14%,

· deposits

· PLN

5.00% - 15.00%,

· USD
2.50% -   5.00%,

· DEM
2.00% -   3.10%.

20. LEGAL GROUNDS AND JUSTIFICATION FOR EXEMPTION FROM CONSOLIDATION UNDER SEPARATE REGULATIONS

BIG BANK GDAŃSKI S.A. prepares consolidated financial statements.
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