TRANSLATION


AUDITOR’S REVIEW REPORT

ON THE FINANCIAL STATEMENTS OF 

BIG BANK GDAŃSKI S.A.

FOR THE SIX MONTHS ENDED

30 JUNE 2001

To the shareholders of BIG Bank Gdański S.A.

We have reviewed the accompanying financial statements of BIG Bank Gdański S.A. in Warsaw.  These financial statements consist of: the introduction; the balance sheet as at 30 June 2001 with total assets and total liabilities and equity of PLN 19,488,927 thousand; the profit and loss account for the six months then ended with a net profit of PLN 679 thousand; the statement of changes in equity for the six months then ended with a balance of PLN 1,348,330 thousand; the cash flow statement for six months then ended with a net increase in cash amounting to PLN 131,173 thousand; the statement of contingencies and commitments granted as at 30 June 2001 amounting to PLN 2,613,020 thousand, and notes to the financial statements for the six months ended 30 June 2001.

These financial statements are the responsibility of the Bank’s management.  Our responsibility was to review these financial statements.


We have conducted our review in accordance with International Standards on Auditing applicable to reviews and the auditing standard No. 6 issued by the Polish National Council of Certified Auditors.


A review is limited primarily to inquires of company personnel and analytical procedures applied to financial data.  The scope and method of a limited review of financial statements is substantially less in scope than an audit, the objective of which is the expression of an opinion regarding the true and fair presentation of the financial statements.  Therefore we do not express such an opinion.

1. We were appointed as the auditors of the Bank in May 2001 to perform a review of the financial statements of the Bank for the six months ended 30 June 2001.  The comparative figures for the six months ended 30 June 2000 are presented in the financial statements for comparative purposes and were reviewed by another firm of auditors who issued their review opinion on 15 November 2000.

2. PLN 264 million of specific loan loss reserves and a PLN 25 million provision against accrued capitalised interest have been established as a direct charge to the general risk fund within the Bank’s shareholders’ equity.  The Bank has made this charge on the basis of its interpretation that, under the Banking Law, the relevant equity reserve may be utilised for this purpose.  Under generally accepted accounting practice, these should have been recorded as charges to the consolidated profit and loss account under specific loan loss reserves and interest income respectively for the six months ended 30 June 2001.

3. In previous years, the Bank capitalised certain costs related to the launch of the new retail-banking network “Millenium”.  The net balance of these costs held under intangible assets at 30 June 2001 amounts to PLN 117 million.  In our opinion, in accordance with generally accepted accounting principles, these expenses should have been recognised as an expense in prior years in the periods in which they were incurred.  On this basis, retained earnings at 1 January 2001 would have been lower by PLN 148 million, the net result for the six months ended 30 June 2001 higher by PLN 31 million, and net assets at 30 June 2001 lower by PLN 117 million.

As a result of our review, except for the effect on the financial statements of the matters referred to in paragraphs 2 and 3 above, nothing has come to our attention that indicates material modifications that should be made to the accompanying financial statements to present a true and fair view of the financial position of the Bank as at 30 June 2001 and results of its operations and cash flows for the six months ended 30 June 2001 in accordance with the accounting standards applied in Poland as set out in the Polish Accounting Act dated 29 September 1994 (Official Journal no. 121, item 591 with subsequent amendments), the Polish Banking Supervisory Commission Resolution no. 1/98 dated 3 June 1998 on the special rules for bank accounting and the notes to the financial statements (NBP Official Journal no. 14, item 27), as well as the requirements of the Securities and Stock Exchange Commission which have been applied on consistent basis.
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