BIG Bank GDAŃSKI S.A. 

Directors’ Report 

for the period from 1 October 1999 to 30 June 2000
The business activities of BIG Bank GDAŃSKI S.A. carried out from 1 October 1999 to 30 June 2000 are reflected in the financial statements. This report is based on those financial statements.

Income statement

In the reporting period, the net profit of BIG Bank GDAŃSKI SA amounted to PLN 224.0 million and was higher by 82.7% than the net profit presented in the financial statements for the corresponding period of the previous year. 

The growth resulted mainly from profits on sale of own shares previously held by subsidiaries.

The profit on banking activities in the reporting period was PLN 800.7 million, which is higher by approximately PLN 260 million than budgeted.

During the first three quarters of the financial year 1999/2000, the structure of income and expenses and of the net profit, compared with the corresponding period of the previous financial year, was as follows:

For the period
Note
01.10.1998 -30.06.1999  previous year
01.10.1999-30.06.2000                current year

I. Interest income
31
1 131 296
1 204 700

II. Interest expense
32
828 225
975 190

III. Net interest income (I-II) 

303 071
229 510

IV. Commission income
33
148 837
157 497

V. Commission expense

40 121
9 176

VI. Net commission income (IV-V) 

108 716
148 321

VII. Income from shares, other securities and property rights
34
915
300 650

VIII. Profit on financial operations
35
27 171
99 365

IX. Foreign exchange result

58 716
22 860

X. Profit on banking activities

498 589
800 706

XI. Other operating income
36
9 145
8 354

XII. Other operating expense
37
23 583
22 269

XIII. Overhead costs
38
232 405
290 623

XIV. Depreciation and amortisation

30 905
33 596

XV. Provisions and write-downs
39
96 613
236 561

XVI. Release of provisions and reversal of write-downs
40
48 336
111 483

XVII. Net provisions (XV- XVI)

-48 277
-125 078

XVIII. Operating profit

172 564
337 494

XIX. Net extraordinary gains (losses)

8
40

   1. Extraordinary gains
41
14
77

   2. Extraordinary losses
42
6
37

XX. Profit before tax

172 572
337 534

XXI. Corporate income tax
43
50 002
113 582

XXII. Other obligatory charges against profit
44
0
0

XXIII. Net  profit

122 570
223 952






Net profit for 12 months

187 391
270 089

Weighted average number of ordinary shares

424 590 872
424 590 872

Earnings per share (in PLN)
45
0.44
0.64

Net interest income

In the first three quarters of the financial year 1999/2000 BIG Bank GDAŃSKI SA generated net interest income of PLN 229.5 million compared with PLN 303.1 million for the corresponding period of the previous year.

Compared with the corresponding period of the previous year, interest expense increased by PLN 146 million, and interest income decreased by PLN 73 million.

This was the effect of the higher volume of deposits attracted and different asset structure (increase in State Treasury and other securities) resulting in lower profitability of assets. 

Net commission income

During the first three quarters of the financial year 1999/2000, the commission income of BIG Bank GDAŃSKI S.A. amounted to PLN 148.3 million, i.e. was higher by 36.4% than in the previous year. 

Commission income was higher by 5.8% and totalled PLN 157.5 million. The growth in commission income was due to commission received on intra-group settlements. 

During the first three quarters of the financial year 1999/2000, commission expense was lower by PLN 30.9 million than in corresponding period of the previous year. This resulted from a decrease in lending activity carried by third party intermediaries. 

Income from shares, profit on financial operations and foreign exchange result 

In the first three quarters of the financial year 1999/2000 BIG Bank GDAŃSKI SA earned PLN 300.7 million on shares and other securities, which is higher by PLN 299.7 million than in the previous year. The growth was mainly the result of the sale of shares in TBM Leasing and Inec Services for PLN 264 million.

The result on financial operations totalled PLN 99.4 million and was higher by PLN 72.2 million than in the previous year. This was an effect of an improved situation on the capital markets compared with the preceding period, when certain unfavourable economic events which occurred in some regions of the world resulted in the crisis on capital markets. 

In the first three quarters of the financial year 1999/2000, foreign exchange result was lower by PLN 35.8 million than in the previous year and amounted to PLN 22.9 million.

Other income statement items

In the first three quarters of the financial year 1999/2000, the balance of other operating income and expense was higher by PLN 0.6 million than in the previous year. 
The overhead costs of BIG Bank GDAŃSKI SA amounted to PLN 290.6 million and were higher by 25.1% higher, in nominal terms, and by 13.1 %, in real terms, than in the prior year (June-to-June inflation ratio was 10.56%). The increase in costs resulted from higher salaries, maintenance and rental costs and other non-labour costs.

During the first three quarters of the financial year 1999/2000, depreciation and amortisation amounted to PLN 33.6 million, which represents an increase by 8.7% as compared with the previous year and the realisation of budget in 97%.

In the first three quarters of the financial year 1999/2000, the net provisions amounted to PLN –125.1 million. This resulted from setting up additional provisions for general banking risk and the new regulations on provisions for credit risk, in force from 1 January 1999. 

The pre-tax profit of PLN 337.5 million was subject to corporate income tax of PLN 113.6 million, which was assessed in accordance with the binding Corporate Income Tax Act.

In the first three quarters of the financial year 1999/2000, the net profit amounted to PLN 224.0 million and was higher by PLN 101.4 million (82.7%) compared with the corresponding period of the previous year. 

Balance sheet

The balance sheet total for BIG Bank GDAŃSKI SA was PLN 15.201.6 million as at 30 June, 2000, which represents an increase by 34.2 %, in nominal terms, compared with the previous year. The continued growing trend reflects the development in activities of BIG Bank GDAŃSKI S.A.

Assets

As at 30 June 2000, compared with 30 June 1999, the asset structure of BIG Bank GDAŃSKI SA was as follows:

As at
30.06.1999
30.06.2000

ASSETS



I. Cash and balances with the Central Bank
641 319
390 650

II. Debt securities eligible for rediscounting at the Central Bank

36 861
33 162

III. Amounts due from other financial institutions
988 706
2 170 118

   1. current
66 316
102 545

   2. term
922 390
2 067 573

IV. Amounts due from clients and the public sector
6 194 455
7 907 424

   1. current
474 129
519 498

   2. term
5 720 326
7 387 926

V. Amounts due from reverse repo transactions
0
0

VI. Debt securities
2 329 594
3 304 653

VII. Shares in subsidiaries
149 447
567 858

VIII. Shares in associated companies
13 098
13 036

IX. Shares in other entities
37 627
19 542

X. Other securities and property rights
0
0

XI. Intangible assets
15 121
14 250

XII. Tangible fixed assets
219 218
246 217

XIII. Own shares for sale
0
0

XIV. Other
638 436
445 658

   1. Assets repossessed
1 078
1 222

   2. Other
637 358
444 436

XV. Prepayments and accrued income
67 196
89 050

   1. Deferred tax asset
0
0

   2. Other prepayments and accrued income
67 196
89 050

TOTAL ASSETS
11 331 078
15 201 618

Amounts due from clients and the public sector represented the largest item (52.0%) of assets of BIG Bank GDAŃSKI S.A. as at 30 June 2000. Compared with the prior year, they increased by PLN 1.712.9 million and their share in the balance sheet total decreased from 54.7% to 52.0%.

During 9 months of the financial year 1999/2000, the share of amounts due from financial institutions in total assets increased from 8.7 % as at 30 June 1999 to 14.3 % as at 30 June 2000. The balance of these receivables increased by PLN 1.181.4 million compared with the previous year. The growth in amounts due from financial institutions resulted from a significant increase in term mounts due from resident banks.

The debt securities portfolio in its majority (90%) is composed of securities issued by State institutions. As at 30 June 2000, debt securities amounted to PLN 3.304.7 million which represents 21.7% of total assets. Compared with the previous year, when the corresponding item amounted to PLN 2.329.6 million, it is an increase of 41.9%. The increase is mainly attributable to a conversion of receivables from the State Treasury to bonds.

The proportion of shares and other securities in the total asset figure increased from 1.8% to 3.9 %, primarily due to an increase in shares held by the Banks in its subsidiaries, resulting from a purchase of shares in PZU. 

Intangible assets decreased from PLN 15.1 million in the prior financial year to PLN 14.3 million, i.e. by 5.3%. 

As at 30 June 2000 tangible fixed assets amounted to PLN 246.2 million and were higher by PLN 27.0 million than at the end of June 1999. The share of tangible fixed assets in the asset structure declined from 1.9 % in 1999 to 1.6% in 2000.

Other assets and prepayments, which include prepaid costs and sundry debtors, decreased from 6.2 % to 3.5 %. The decrease is due to a lower sundry debtors balance and lower temporary contributions to capital of limited liability companies by approximately PLN 223 million.  
Liabilities

As at 30 June 2000, compared with 30 June 1999, the liabilities and equity of BIG Bank GDAŃSKI SA were as follows:

LIABILITIES AND EQUITY
30.06.1999
30.06.2000

I. Amounts due to the Central Bank

0

II. Amounts due to the financial institutions
5 871 194
9 399 951

   1. current
57 080
47 610

   2. term
5 814 114
9 352 341

III. Amounts due to clients and the public sector
3 196 726
2 980 563

   1. Deposits, including:
0
0

      a) current
0
0

      b) term
0
0

   2. Other, including:
3 196 726
2 980 563

      a) current
1 573 475
1 574 593

      b) term
1 623 251
1 405 970

IV. Liabilities arising from repo transactions (securities sold with a repurchase clause)
0
0

V. Liabilities arising from the issuing own securities
0
0

VI. Special funds and other liabilities
267 615
273 729

VII. Accruals, deferred and qualified income  
222 273
321 348

VIII. Provisions
205 091
421 727

   1. Provision for corporate income tax
97 481
188 568

   2. Other provisions
107 610
233 159

IX. Subordinated liabilities
0
0

X. Share capital
424 591
424 591

XI. Unpaid share capital 

0
0

XII. Supplementary capital
333 193
350 199

XIII. Revaluation reserve 
30 204
30 069

XIV. Other reserve capital
657 621
775 489

XV. Foreign exchange gains and losses on translation of foreign branches

0
0

XVI. Retained earnings/loss brought forward
0
0

XVII. Net profit
122 570
223 952

TOTAL LIABILITIES AND EQUITY
11 331 078
15 201 618

Compared with the previous financial year, amounts due to financial institutions increased by 59.1 %, i.e. from PLN 5.871.2 million to PLN 9.340.0 million. The share of these liabilities in total liabilities and equity increased from 51.8 % to 61.4 % as at 30 June 2000. This was the result of a higher amount of deposit accepted in the inter-bank market, mainly from BIG BANK S.A. which is a member of BIG Bank GDAŃSKI Capital Group. 

During 9 months of the financial year 1999/2000 amounts due to clients and the public sector decreased from PLN 3.196.7 million to PLN 2.980.6 million. A slight decrease in the deposit base may be attributed to the decision on specialisation within the Capital Group; with BIG BANK S.A. specialising in accepting deposits. 

As at the end of June 2000, the equity (shareholders’ funds) amounted to PLN 1.580.3 million and accounted for 10.4 % of total liabilities end equity. Compared with the previous year, the equity was higher by PLN 134.7 million, i.e. by 9.3 %.

Special funds, other liabilities, accruals and deferred income (including the social fund, suspended interest, sundry creditors and deferred costs) decreased from 4.3 % to 3.9 % of total liabilities and equity. As at 30 June 2000 their total value was PLN 595.1 million.

As at 30 June 2000, provisions increased from PLN 205.1 million to PLN 421.7 million, mainly as a result of setting up additional provisions for general banking risk and an increase in the provision for corporate income tax. 

The net profits for 9 months of the financial year 1999/2000 amounted to PLN 224.0 million and was higher by PLN 101.4 million (82.7 %) than the net profit for the corresponding period of the financial year 1998/1999.

