BIG Bank GDAŃSKI S.A.
SAB-P 2001
000s of PLN

NOTES

1. CONCENTRATION OF COMMITMENT IN ENTITIES, CAPITAL GROUPS AND INDUSTRIES ALONG WITH A RISK ASSESSMENT

Balance sheet commitment (loans, credits, accounts receivable) to clients (except the budgetary sector) and non-bank financial institutions including entities of the BIG Capital Group.
a) Individual entities

#
Name
000s PLN
Share in gross receivables from clients 

1.
Client number 1 
288 137
3,49%

2.
Client number 2
230 164
2,79%

3.
Client number 3
210 700
2,55%

4.
Client number 4
203 708
2,47%

5.
Client number 5
200 950
2,44%

6.
Client number 6
178 000
2,16%

7.
Client number 7
163 056
1,98%

8.
Client number 8
140 364
1,70%

9.
Client number 9
110 867
1,34%

10.
Client number 10
110 359
1,34%

11.
Client number 11
109 631
1,33%

12.
Client number 12
99 000
1,20%

13.
Client number 13
92 525
1,12%

14.
Client number 14
86 591
1,05%

15.
Client number 15
79 389
0,96%

16.
Client number 16
74 781
0,91%

17.
Client number 17
70 559
0,86%

18.
Client number 18
67 506
0,82%

19.
Client number 19
66 863
0,81%

20.
Client number 20
66 002
0,80%

The commitment to the largest clients credited by BIG Bank GDAŃSKI does not exceed 3.5% of banks’ gross receivables from clients. There is no excessive concentration of commitment to a client.
b) Capital groups

#
Name
000s PLN
Share in gross receivables from clients

1.
Group number 1
310 581
3,77%

2.
Group number 2
280 036
3,40%

3.
Group number 3
249 265
3,02%

4.
Group number 4
195 639
2,37%

5.
Group number 5
191 348
2,32%

6.
Group number 6
179 116
2,17%

7.
Group number 7
161 545
1,96%

8.
Group number 8
111 460
1,35%

Commitment to other capital groups does not exceed 1,0% of the Bank’s gross receivables from clients.

The commitment to the largest capital groups credited by the bank does not exceed 4,0% of the Bank’s gross receivables from clients. There is no excessive concentration of commitment to capital groups.
c) industries

#   Industry



000s PLN
  Share in gross receivables from clients*

1. Financial intermediacy



2 144 428


26,00 %

2. Households




1 596 099


19,35 %

3. Wholesale and retail trade


1 040 430


12,61 %

4. Metal, Electric machinery,

     auto and shipyard industry


   634 749


  7,70 %

5. Construction




   439 217


  5,33 %

6. Chemical and rubber industry

   
   428 995


  5,20 %

7. Service and real estate rental, 

    machine and equipment rental and other 

    activity related to conducting business

   413 808


  5,02 %

8. Electricity, water & gas



   303 235


  3,68 %

Excessive industrial concentration does not exist since the Bank’s commitment to financial intermediacy consists of many thousands of lease contracts which diversify the risk over many thousands of entities operating in different industries.

d) balance sheet and off-balance sheet commitment to clients and capital groups
Entities

#    
    Name



000s PLN


Ratio of commitment to 










own funds

  1.
Entity number 1


   310 873



29,70 %

  2.
Entity number 2


   291 883



27,89 %

Capital groups

#
 Name



000s PLN


Ratio of commitment to 










own funds

1.
Group number 1


   319 292 



30,50 %

2.
Group number 2


   310 581 



29,67 %

3.
Group number 3


   274 265 



26,20 %

The commitment to the two largest entities credited by the bank exceeds as at 30 June 2001 the limit of liabilities drawn down under client instructions with respect to a single entity, i.e. according to art. 71 section 1 of Banking Law, i.e. 25% of the bank’s own funds.

The commitment to the three largest groups of entities with equity or organizational ties exceeds as at 30 June 2001 the limit of liabilities drawn down under client instructions with respect to a group of entities with equity or organizational ties and incurring joint economic risk, i.e. according to art. 71 section 1 of Banking Law, i.e. 25% of the bank’s own funds.

2. FINANCIAL INSTRUMENTS

CROSS CURRENCY SWAPS

1. In the executed swap transaction the Bank, on 11 January 1999 (currency date 13 January 99) 
sold PLN 44 440.00 thousand (interest rate 10,51 p.a.). In exchange the Bank purchased EURO 11 000,00 thousand (interest rate 6m-Euribor + 25bps). Transaction to be settled on 12.10.2001. Transaction for the bank’s liquidity needs. Transaction affects the bank’s interest rate risk.

2. In the executed swap transaction the Bank, on 23.02.1999 (currency date 02.03.99) 
sold PLN 261 600,00 thousand (interest rate 10,25 p.a.). In exchange the Bank purchased EURO 61 355,03 thousand (interest rate 3m-Euribor). Transaction to be settled on 02.03.2004. Transaction for the bank’s liquidity needs. Transaction affects the bank’s interest rate risk.

3. In the executed swap transaction the Bank, on 27.10.2000 (currency date 31.10.00)
sold PLN 179 715,00 thousand (interest rate 6m-Wibor – 12bps). In exchange the Bank purchased EURO 50 000,00 thousand (interest rate 6m-Euribor). Transaction to be settled on 31.10.2003. Transaction for the bank’s liquidity needs. Transaction affects the bank’s interest rate risk.

4. In the executed swap transaction the Bank, on 08.11.2000 (currency date 13.11.00)
sold PLN 198 390,00 thousand (interest rate 6m-Wibor – 14bps). In exchange the Bank purchased USD 50 000,00 thousand (interest rate 6m-USD Libor). Transaction to be settled on 13.11.2003. Transaction for the bank’s liquidity needs. Transaction affects the bank’s interest rate risk.

5. In the executed swap transaction the Bank, on 09.05.2001 (currency date 10.05.01) 
sold EURO 10 630,36 thousand (interest rate 1m-Euribor). In exchange the Bank purchased PLN 37 285,98 thousand (interest rate 14,25 p.a.). Transaction to be settled on 10.04.2006. Transaction hedging the interest rate risk following from the transaction described in item 6.

6. In the executed swap transaction the Bank, on 09.05.2001 (currency date 10.05.01) 
sold PLN 37 285,98 thousand (interest rate 14,55 p.a.). In exchange the Bank purchased EURO 10 630,36 thousand (interest rate 1m-Euribor). Transaction to be settled on 10.04.2006. Client transaction. The bank’s interest rate risk is hedged by the transaction described in item 5.

7. In the executed swap transaction the Bank, on 20.04.2001 (currency date 24.04.01) 
sold PLN 7 980,00 thousand (interest rate 3m-Wibor + 35bps). In exchange the Bank purchased USD 2 000,00 thousand (interest rate 3m-USD Libor). Transaction to be settled on 24.04.2003. Client transaction. Transaction affects the bank’s interest rate risk.

8. In the executed swap transaction the Bank, on 10.05.2001 (currency date 14.05.01) 
sold PLN 7 339,20 thousand (interest rate 3m-Wibor + 15bps). In exchange the Bank purchased CHF 3 200,00 thousand (interest rate 3m-CHF Libor). Transaction to be settled on 14.05.2003. Client transaction. Transaction affects the bank’s interest rate risk.

9. In the executed swap transaction the Bank, on 31.05.2001 (currency date 04.06.01) 
sold PLN 167 203,75 thousand (interest rate 1m-Wibor + 125bps). In exchange the Bank purchased EURO 49 250,00 thousand (interest rate 1m-Euribor + 100bps). Transaction to be settled on 31.12.2003. Client transaction. Transaction affects the bank’s interest rate risk.

INTEREST RATE SWAPS

1. In the executed swap transaction the Bank, on 17.05.2000 (currency date 19.05.00)
sold PLN 300 000,00 thousand (interest rate 6m-Wibor). In exchange the Bank purchased PLN 300 000,00 thousand (interest rate 17,75 p.a.). Transaction to be settled on 12.02.2002. Transaction hedges the bank’s interest rate risk.

2. In the executed swap transaction the Bank, on 25.07.2000 (currency date 27.07.00)
sold PLN 300 000,00 thousand (interest rate 6m-Wibor). In exchange the Bank purchased PLN 300 000,00 thousand (interest rate 16,80 p.a.). Transaction to be settled on 27.07.2003. Transaction hedges the bank’s interest rate risk.

3. In the executed swap transaction the Bank, on 16.08.2000 (currency date 18.08.00)
sold PLN 200 000,00 thousand (interest rate 6m-Wibor). In exchange the Bank purchased PLN 200 000,00 thousand (interest rate 18,82 p.a.). Transaction to be settled on 18.08.2002. Transaction hedges the bank’s interest rate risk.

4. In the executed swap transaction the Bank, on 31.05.2001 (currency date 01.10.01) 
sold PLN 24 500,00 thousand (interest rate 3m-Wibor). In exchange the Bank purchased PLN 24 500,00 thousand (interest rate 12.22 p.a.). Transaction to be settled on 02 January 2012. Transaction hedges the bank’s interest rate risk resulting from the transaction described in item 5.

5. In the executed swap transaction the Bank, on 31.05.2001 (currency date 01.10.01) 
 sold PLN 24 500,00 thousand (interest rate 12,40 p.a.). In exchange the Bank purchased PLN 24 500,00 thousand (interest rate 3m-Wibor). Transaction to be settled on 02 January 2012. Client transaction. The bank’s interest rate risk is hedged by the transaction described in item 4.

6. In the executed swap transaction the Bank, on 07 June 2001 (currency date 08 June 01) 
 sold PLN 25 000,00 thousand (interest rate 6m-Wibor). In exchange the Bank purchased PLN 25 000,00 thousand (interest rate 13,61 p.a.). Transaction to be settled on 08.12.2005. Trading transaction that affects the bank’s interest rate risk.

7. In the executed swap transaction the Bank, on 11 June 2001 (currency date 12 June 01) 
sold PLN 25 000,00 thousand (interest rate 6m-Wibor). In exchange the Bank purchased PLN 25 000,00 thousand (interest rate 13,76 p.a.). Transaction to be settled on 12.12.2005. Trading transaction that affects the bank’s interest rate risk.

8. In the executed swap transaction the Bank, on 29 June 2001 (currency date 02.07.01) 
sold PLN 25 000,00 thousand (interest rate 3m-Wibor). In exchange the Bank purchased PLN 25 000,00 thousand (interest rate 13,54 p.a.). Transaction to be settled on 05.10.2003. Trading transaction that affects the bank’s interest rate risk.

9. In the executed swap transaction the Bank, on 29 June 2001 (currency date 02.07.01) sold PLN 50 000,00 thousand (interest rate 6m-Wibor). In exchange the Bank purchased PLN 50 000,00 thousand (interest rate 14,50 p.a Transaction to be settled on 02.07.2003. Trading transaction that affects the bank’s interest rate risk.

FX SWAPS (000s PLN)

The foreign currency value has been stated after conversion into PLN at the NBP rate of 30 June 01.


PLN
Foreign currencies

Purchase
2 592 146
1 533 834

Sale
535 350
3 336 836

Transactions to hedge the bank’s liquidity in the short and medium term.
OPTIONS (000s PLN, EUR, USD)

Execution date
Option type
Strike price
premium
Premium currency
Par value to be received
Currency to be received
Par value to be given
Currency to be given
Strike date
Expiration date

12-04-2001
long call
3,6750
       8,75    
ZŁ
          100,00    
EUR
         367,50    
ZŁ
16-07-2001
18-07-2001

10-05-2001
long call
3,6250
       8,60    
ZŁ
          100,00    
EUR
         362,50    
ZŁ
10-08-2001
14-08-2001

21-03-2001
long call
4,0000
     37,50    
EUR
          750,00    
EUR
      3 000,00    
ZŁ
19-12-2001
21-12-2001

21-03-2001
long call
4,1500
     67,50    
ZŁ
          750,00    
EUR
      3 112,50    
ZŁ
19-12-2001
21-12-2001

27-06-2001
long call
3,4485
   480,15    
ZŁ
       9 900,00    
EUR
    34 140,15    
ZŁ
27-07-2001
31-07-2001

27-06-2001
long call
3,5250
       2,00    
ZŁ
          100,00    
EUR
         352,50    
ZŁ
27-07-2001
31-07-2001

27-04-2001
long call
0,8995
       2,60    
EUR
          100,00    
EUR
           89,95    
USD
30-07-2001
01-08-2001

27-06-2001
long put
3,4355
   326,70    
ZŁ
       9 900,00    
EUR
    34 011,45    
ZŁ
27-07-2001
31-07-2001

27-06-2001
long put
3,4000
       2,00    
ZŁ
          100,00    
EUR
         340,00    
ZŁ
27-07-2001
31-07-2001

21-03-2001
long put
3,9000
     20,25    
EUR
          750,00    
EUR
      2 925,00    
ZŁ
19-12-2001
21-12-2001

12-04-2001
short call
3,6750
     10,00    
ZŁ
          367,50    
ZŁ
         100,00    
EUR
16-07-2001
18-07-2001

10-05-2001
short call
3,6250
       9,60    
ZŁ
          362,50    
ZŁ
         100,00    
EUR
10-08-2001
14-08-2001

23-03-2001
short call
4,1500
     20,25    
EUR
       3 112,50    
ZŁ
         750,00    
EUR
19-12-2001
21-12-2001

21-03-2001
short call
4,0000
   128,50    
ZŁ
       3 000,00    
ZŁ
         750,00    
EUR
19-12-2001
21-12-2001

27-06-2001
short call
3,4485
   519,75    
ZŁ
     34 140,15    
ZŁ
      9 900,00    
EUR
27-07-2001
31-07-2001

27-06-2001
short call
3,5250
       2,00    
ZŁ
          352,50    
ZŁ
         100,00    
EUR
27-07-2001
31-07-2001

27-04-2001
short call
0,8995
     10,18    
ZŁ
            89,95    
USD
         100,00    
EUR
30-07-2001
01-08-2001

21-03-2001
short put
3,9000
     61,00    
ZŁ
       2 925,00    
ZŁ
         750,00    
EUR
19-12-2001
21-12-2001

27-06-2001
short put
3,4355
   326,70    
ZŁ
     34 011,45    
ZŁ
      9 900,00    
EUR
27-07-2001
31-07-2001

27-06-2001
short put
3,4000
       2,00    
ZŁ
          340,00    
ZŁ
         100,00    
EUR
27-07-2001
31-07-2001

Client transactions. FX risk hedged by closing positions on the international FX market.

FORWARD CONTRACTS (w 000s PLN)

At the par value of the underlying instrument, foreign currency value stated after conversion into PLN according to the NBP rate as at 30 June 01.


PLN
Foreign currencies

Purchase
94 459
71 104

Sale
70 319
96 186

Client transactions. FX risk hedged by closing positions on the international FX market.

1. CONDITIONAL LIABILITIES ( 000s PLN)

In the reporting period 1.01.01 – 30.06.01 BBG S.A. granted 969 guarantees, sureties and avals. The (gross) amount of these liabilities as at 30.06.01 was PLN 535 001 thousand:

- granted liabilities (000s of PLN):





471 955

- liabilities granted in FX (equivalent of 000s of PLN):


  63 226

Gross total (000s of PLN):






535 001

Guarantees and sureties granted to subsidiaries (000s of PLN):


105 000 

Guarantees of securities issues active as at 30.06.2001: 

· Guarantee to issue and redeem bonds of TBM Leasing Sp. z o.o. – up to PLN 105 000 thousand,

· Total value of other liabilities for issuing securities as at 30.06.01 is PLN 48 650 thousand.

4. LIST OF BANK’S LIABILITIES TO THE STATE BUDGET OR THE TOWNSHIP BUDGET BY VIRTUE OF ACQUIRING THE OWNERSHIP OF BUILDINGS AND STRUCTURES

No liabilities were ascertained to the state budget or local self-government bodies were found.

5. DISCONTINUED ACTIVITY

In the period from 01 January 2001 to 30 June 2001 no activity was discontinued. 

6. PRICE COST OF INVESTMENTS IN PROGRESS, FIXED ASSETS AND INTANGIBLE ASSETS

These costs in the period from 1 January 01 to 30 June 01 amounted to PLN 19 077 thousand.

7. INVESTMENT COSTS INCURRED AND PLANNED OVER 12 MONTHS FROM THE BALANCE SHEET DATE

These costs amounted to PLN: 

· incurred –   19 077 thousand,

· planned – 294 900 thousand (the value concerns the plan for 1.01.01 – 31.12.01)

Moreover, a subsidiary of BIG Bank GDAŃSKI S.A. provided investment services during this half year under contract from the Bank in the amount of PLN 23 960 thousand.

8. ISSUER’S TRANSACTIONS WITH RELATED ENTITIES 


BIG Bank GDAŃSKI granted a subordinated loan to DOM MAKLERSKI BIG BG S.A. by the power of the agreement of 23 June 1995 annexed on 25 July 1995 and 10 April 1997 in the amount of PLN 12 500 thousand until 1 May 2002 with the following interest rate: from 1 October 1996 to 30 April 1997 at WIBOR for 3-m periods plus 3%, while from 1 May 1997 onwards – the yield on 13-week T-bills minus 3%.


The Bank on 21 April 1998 assumed the servicing of the subordinate loan granted by the former Bank Gdański S.A. on 29 April 1997 in the amount of PLN 20 250 thousand for the period until 1 May 2002 with the following interest rate (according to the annex of 27 August 1998): from 30 April 1997 to 31 July 1998 - the yield on 13-week T-bills minus 3%, from 1 August 1998 to 30 September 1999 - the yield on 13-week T-bills minus 3.2%.

List of material transactions of BIG Bank GDAŃSKI S.A. with consolidated subsidiaries for the period of 1.01.2001 – 30.06.2001 (000s of PLN)

ASSETS






30.06.01

 30.06.00
Receivables from the financial sector, including i.a.:

799 231

1 306 590

· BIG BANK S.A.





           -
                  607 817
· BEL Leasing Sp. z o.o.




246 274

   259 372

· FORIN Sp. z o.o.





289 209

   112 942

· FORINWEST Sp. z o.o.




185 564

   234 585

· DOM Maklerski BIG BG Sp. z o.o.



  32 750

     32 750

· INEC Services Sp. z o.o.




  43 984

               -

Receivables from clients and the budgetary sector


961 701

   960 972

· Accounts receivable purchased from BEL Leasing Sp. z o.o.
961 701

   880 485

· Accounts receivable purchased from BG Leasing S.A.

           -

     80 487

Shares and interest in consolidated subsidiaries


375 330

   561 797

· BEL Leasing Sp. z o.o.




    5 871

       5 871

· FORIN Sp. z o.o.





    4 499
 
       4 499

· FORINWEST Sp. z o.o.




  15 744

     15 744

· DOM Maklerski BIG BG S.A.




  13 500

     13 500

· DEBT Services Sp. z o.o.




    9 197

       9 197

· BET Trading Sp. z o.o.




  11 867

     11 867

· PTE BIG BG S.A.





143 415

   128 415

· BIG BG Inwestycje S.A.



              171 010

   171 010

· TBM Leasing Sp. z o.o.




       225


-

· EUROBIG Services Sp. z o.o.




           2


2

· BIG BANK S.A.





           -

   200 792
· BG Leasing S.A.





           -

          900
Debt securities






  72 869

   185 215

· Bonds of BIG BANK S.A. held by BIG BG S.A.


           -

       2 214

· Elimination of debt securities issued by Group companies 

In the Group’s portfolio




  72 869

   176 591

· Intragroup profits/losses




           -

       6 410
Other assets, including i.a.




333 057

   333 025

· Additional contributions to the capital of subsidiaries:

· BEL Leasing Sp. z o.o.




125 332

   125 332

· FORINWEST Sp. z o.o.




160 292

   160 292

· DEBT Services Sp. z o.o.




    5 889

       5 889

· BET Trading Sp. z o.o.




  32 151

     32 151

· EUROBIG Services Sp. z o.o.



    9 350

       9 350
LIABILITIES AND EQUITY




30.06.01

 30.06.00

Liabilities to the financial sector, including i.a.:


235 671

7 729 570

· BIG BANK S.A.





            -

7 705 789

· BEL Leasing Sp. z o.o.




  21 737

          241

· DOM Maklerski BIG BG S.A.




189 982

          228

· PTE BIG BG S.A.





    6 802

       1 231

· BET Trading Sp. z o.o.




    6 739

     11 765

· DEBT Services Sp. z o.o.




    1 390

       8 960

Liabilities to clients and budgetary sector



    8 551

          387

· EUROBIG Services Sp. z o.o.




    5 381

          381

· BIG BG Inwestycje S.A.




    3 170

              6

PROFIT AND LOSS ACCOUNT




1.01.01-

  1.10.99-





30.06.01

  30.06.00

Income:

· On interest, including i.a.:




  92 752

   107 943
· Received from BIG BANK S.A.



    1 616

     17 211

· Received from BEL Leasing Sp. z o.o.


  39 356

     24 366

· Received from FORIN Sp. z o.o.



  19 190

     15 762

· Received from FORINWEST Sp. z o.o.


    7 564

     34 585

· Received from DOM Maklerski BIG BG S.A.

    2 712

       3 953

· on commissions, including i.a.:



    4 520

     44 651

· Received from BIG BANK S.A.



    3 733

     42 528

· other operating income, including i.a.:


       975

       2 513

· Received from PTE BIG BG S.A.



       409

       1 858

Expenses:
· on interest, including i.a.:




  38 629

   687 936
· incurred for BIG BANK S.A.



  17 945

   683 885

· incurred for DOM Maklerski BIG BG S.A.


  17 550

       2 444

· bank’s operating expenses, including i.a.:


    4 102

       3 003

· incurred for TBM Leasing Sp. z o.o.


    3 711

              -

· incurred for BIG BANK S.A.



           -

       2 525

Transactions with related parties holding interest in the Bank

On 5 May 2000 a sales contract was concluded to sell 45% of the shares in PTE BIG BG S.A. held by EUREKO B.V. to BIG BG S.A. According to this contract, at the time when BIG BG S.A. sells 100% of the shares in PTE BIG BG S.A. to a third party (BIG BG S.A. and EUREKO B.V.) shall carry out an additional settlement, appropriately adjusting the sales price for the 45% block of shares. If the adjustment is positive, then BIG BG S.A. shall pay this amount to EUREKO B.V., otherwise EUREKO B.V. shall pay this amount to BIG BG S.A.

On 30 November 2000 a call and put option contract for the shares of PZU S.A. was signed by BIG BG Inwestycje S.A. – a subsidiary of BIG Bank GDAŃSKI S.A. and EUREKO B.V. According to this agreement, within 14 months from signing this contract, EUREKO B.V. will be vested with the right to purchase from BIG BG Inwestycje S.A. 431 761 shares of PZU S.A., which corresponds to 5% of the share capital of PZU S.A. (call option). At the same time during this period BIG BG Inwestycje S.A. will be vested with the right to sell these shares to EUREKO B.V. According to the contract, BIG BG Inwestycje S.A. is vested with the right to terminate the contract by giving 45 day’s notice. In this case, insofar as EUREKO B.V. does not exercise its right to purchase the shares during the termination period, BIG BG Inwestycje S.A. is obliged to pay indemnification of 1% of the sales price of the shares. According to the share purchase agreement signed with the state treasury in the matter of PZU S.A. dated 5 November 1999, 5% of the PZU S.A. shares may be transferred without the state treasury’s consent provided that as a result of the transaction the Consortium will retain a 30% shareholding, with EUREKO B.V. holding 25% and BIG Bank GDAŃSKI S.A. holding 5%.

The liabilities of BIG Bank GDAŃSKI S.A. to Banco Commercial Portugues as at 30 June 2001:

· loans – PLN 127 271,76 thousand,

· settlement of the transaction to purchase the rights to the Millennium project – PLN 210 000 thousand. This transaction will be settled on 31 December 2003 (PLN 530 million – including the loan value and the financing costs as granted by BCP) and will constitute the final payment of mutual rights, duties and settlements between the parties to the Millennium Project contract.

9. INFORMATION ON UNCONSOLIDATED JOINT VENTURES
No unconsolidated joint ventures were conducted from 01 January 2001 to 30 June 2001.

10. AVERAGE HEADCOUNT FROM 1.01.01 to 30.06.01 BROKEN DOWN BY PROFESSIONAL GROUPS

Total headcount:


6 010 full-time positions





Including management:

   185 full-time positions





 11. INFORMATION ON REMUNERATION

PLN remuneration of BIG BG S.A. Management Board members

27 270,8 thousand

· including the performance bonus from profits for 1.10.98 – 30.09.99
11 000,0 thousand


Remuneration of the BIG BG S.A. Supervisory Board members

     962,9 thousand 

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

Received in subsidiaries






     144,3 thousand
     

Remuneration of the BIG BG S.A. Supervisory Board members.
     

Received in subsidiaries




 

10,5 thousand
12. INFORMATION ON THE VALUE OF ADVANCES, LOANS AND GUARANTEES GRANTED TO MANAGEMENT AND SUPERVISORY PERSONNEL

As at 30 June 2001the persons managing and supervising the Bank were not indebted thereto.

13. SIGNIFICANT EVENTS

13.1. There were no events concerning previous years that were not captured in the previously drawn up financial statements.
13.2. INFORMATION ON SIGNIFICANT EVENTS CAPTURED IN THE CURRENT PERIOD’S FINANCIAL STATEMENTS

· On 5 January 2001 the Bank informed that on 5 January 2001 the Regional Court for the Capital City of Warsaw deleted BIG BANK SA from the commercial register kept by this court as a result of the merger of BIG Bank GDAŃSKI SA and BIG BANK SA based on the resolutions adopted by the shareholders’ meetings of both banks on 1 August 2000 and 10 August 2000, respectively.


According to these resolutions the merger was effected according to art.463 section 1 of the commercial code, i.e. by transferring all of the assets of BIG BANK SA, as the acquired bank, to BIG Bank GDAŃSKI S.A., as the acquiring bank, in exchange for the shares of BIG Bank GDAŃSKI S.A., which shall be issued by BIG Bank GDAŃSKI S.A. to the shareholders of BIG BANK SA. The merger was effected according to the balance sheets as at 30 June 2000.


Since BIG Bank GDAŃSKI S.A. held roughly 99% of the capital of BIG BANK S.A. the merger was effected without raising the share capital according to art. 464 par. 3 of the Commercial Code. According to the equity exchange parity accepted in the merger resolutions BIG BANK S.A. shall receive 2 shares of BIG Bank GDAŃSKI S.A. for every share. The Management Board of BIG Bank GDAŃSKI S.A. shall designate the time of commencing the issuance of BBG S.A. shares to the shareholders of BIG BANK S.A., and the shareholders of BIG BANK S.A. shall be notified thereof by mail and via public announcement.


According to binding provisions, upon deleting BIG BANK SA, BIG Bank GDAŃSKI S.A. shall assume all the rights and duties of BIG BANK SA.                      

· On 12 January 2001 the Bank informed that on 11 January 2001 it entered into a contract with z TRANSPORTATION & BUSINESS MACHINES LEASING - TBM Leasing Sp. z o.o. - a Bank subsidiary, i.e. a program contract to conduct and service the bonds issued by TBM Leasing Sp. z o.o. This contract was concluded for the period from 11 January 2001 to 31 December 2002. It envisages the issuance of electronic zero coupon 1-month discounted bonds. The issue program’s value is PLN 105 000 thousand. The Bank has guaranteed to subscribe the issued bonds up to PLN 105 000 thousand. The Bank also granted a guarantee to redeem the issued bonds up to PLN 105 000 thousand.

· On 19 January 2001 the Bank informed that on 19 January 2001 it purchased on the exchange 87 064 shares for PLN 6.30 each. These shares were purchased to issue them to the shareholders of the former BIG BANK S.A. (formerly ŁBR SA) in connection with the merger between BIG Bank GDAŃSKI S.A. and BIG BANK S.A. pursuant to the resolutions adopted by the shareholders’ meetings held on 1 and 10 August 2000, respectively.


The number of votes on these shares is equal to their number.

· On 22 January 2001 the Bank informed that in the 1999/2000 financial year (lasting from 
1 October 1999 to 31 December 2000) the Bank’s profits were:

Net earnings – PLN 119.6 million




Gross earnings – PLN 119.4 million


The following exerted a fundamental impact on the Bank’s performance in the recent financial year:


1. changes to the structure of the Bank’s balance sheet resulting from the repayment of the State Treasury’s accounts receivable by converting these income-bearing assets into fixed-interest T-bonds with a lower yield,


2. the Bank maintained a high level of engagement in financing strategic projects, which on account of their progress or for reasons beyond the Bank’s control had not yet begun to generate current income.


These projects include the investment in PZU S.A. shares and the investment in PTE BBG S.A. as well as the capital expenditures to develop the Millennium modern retail services network,


3. the decline in the interest margin which is typical for the banking system despite the interest rate growth precipitated by fierce competition on the banking service market.


The Bank continued to conduct a conservative provisioning policy for off-balance sheet at risk assets and liabilities. The level of provisioning matches the Bank’s risk.


BIG Bank GDAŃSKI S.A. also informs that in the 1999/2000 financial year the net consolidated profit of the BIG Capital Group according to Polish GAAP amounted to PLN 56.4 million.


The following factors should be mentioned among the ones that materially affected the consolidated operating performance of the BIG Group in the most recent financial year:


1. the redemption of the accounts receivable from the State Treasury by their conversion into T-bills with a lower yield,


2. the high level of commitment to financing strategic projects which on account of their progress or for reasons beyond the Bank’s control have not yet in the black.


These include: the investment in PZU S.A. shares and the investment in PTE BBG S.A. as well as the capital expenditures to develop the Millennium modern retail services network.


3. the provisioning by BG Leasing of lease contracts, 


4. the loss on the buy and sale transactions of TBM Leasing Sp. z o.o. and INEC Services Sp. z o.o.,


5. the burdens placed on BBG S.A. and BIG BANK S.A. linked to contributions to the Bank Guarantee Fund in connection with the bankruptcy of Bank Staropolski S.A.,


6. increasing provisions. 


The financial performance presented above of BIG Bank GDAŃSKI S.A. and the BIG Capital Group have been confirmed by PricewaterhouseCoopers Sp. z o.o.


At the same time, the Bank draws attention to the fact that an indirect impact was exerted on the performance of the Bank and the BIG Group by the events accompanying the tumultuous changes to the Bank’s shareholding structure in 1H2000. They were linked to clients’ uncertainty concerning the ownership structure and its future operating principles. 


BIG Bank GDAŃSKI S.A. believes that:


- its stable shareholder base,


- Group consolidation,


- the development of strategic projects,


will exert a positive impact on the financial performance of the Bank and the Group.

· On 13 February 2001 the Bank informed that on 12.02.2001 it entered into a contract with Bel Leasing Sp. z o.o. - a Bank subsidiary – an AR assignment contract whereby the Bank assigned to Bel Leasing sp. z o.o. accounts receivable worth a total of PLN 10 515.04 thousand for an overall price of PLN 8 929.30 thousand.

· On 13 February 2001 BIG Bank GDAŃSKI S.A. informed that on 13 February 2001 the Bank entered into a contract with Bel Leasing Sp. z o.o., a Bank subsidiary, an AR assignment contract whereby the Bank assigned to Bel Leasing Sp. z o.o. accounts receivable worth a total of PLN 9 401,35 thousand for an overall price of PLN 7 935,99 thousand.

· On 14 February 2001 the Bank informed that on 14 February 2001 the Bank entered into a contract with Bel Leasing Sp. z o.o., a Bank subsidiary, an AR assignment contract whereby the Bank assigned to Bel Leasing Sp. z o.o. accounts receivable worth a total of PLN 3 315,21 thousand for an overall price of PLN 2 856,05 thousand.

· On 20 February 2001 the Bank informed that on 20.02.2001 the Bank terminated the credit facility of one of its clients during amortization. The loan principal on the date of termination is PLN 215 000 thousand.


The requirement of reporting information resulting from par.10 of the Regulation issued by the Council of Ministers on 22 December 1998 is not applicable on account of art. 104 of Banking Law.

· On 2 March 2001 the Bank informed that on 02 March 2001 the Bank’s Supervisory Board accepted the resignation from the function of Management Board member tendered by Deputy CEO Jose Joao Guilherme. Jose Joao Guilherme discharged the function of Managing Director of the Retail Banking Division in BBG S.A.


At the same time the Bank’s Supervisory Board appointed Pedro Alvares Ribeiro to be a Deputy CEO. Pedro Alvares Ribeiro is 43. He is a graduate of the Faculty of Economics, Sociology and Statistics at Surrey University; he has worked for Shell-Group Planning in London. Recently, Pedro Alvares Ribeiro was a member of the team developing and implementing the operations of Banco Commercial Portugues; he was also involved in organizing and restructuring other banks in Portugal. Since the beginning of February he has been the Managing Director of the Retail Banking Division at BIG Bank GDAŃSKI SA. Pedro Alvares Ribeiro is married and has 3 daughters. The activities he conducts are not competitive with respect to the operations of BIG Bank GDAŃSKI S.A. 


Moreover, the Bank’s Management Board has reported that it will present a proposal to the Shareholders’ Meeting to transfer all of the profit earned in the most recent financial year to the Company’s own funds.

· On 6 March 2001 the Bank reported that on 06 March 2001 the Bank purchased 453 units of commercial paper from INDUSTRY EQUIPMENT CONTRACTS - INEC Services Sp. z o.o. (an indirect subsidiary of the Bank) with an annual maturity for a total of PLN 22 650,00 thousand. The yield is no less than 1-year WIBOR 1R and set according to the Issue Program.

· On 8 March 2001 BIG Bank GDAŃSKI S.A. informed that on 07 March 2001 the Bank concluded a contract with BEL Leasing Sp. z o.o. - a Bank subsidiary, an AR assignment contract whereby the Bank assigned to Bel Leasing Sp. z o.o. accounts receivable for a total amount of PLN 2 651,16 thousand for an overall price of PLN 2 332,65 thousand.

· On 16 March 2001 BIG Bank GDAŃSKI S.A. informed that on 15 March 2001 the Bank concluded with BEL Leasing Sp. z o.o. - a Bank subsidiary, annexes to AR assignment contracts reported by the Bank as follows:


1. on 13.02.2001 - Release number 8/2001


2. on 13.02.2001 - Release number 9/2001


3. on 14.02.2001 - Release number 10/2001.


As a result of these signed annexes:


In the contract reported by the Bank under Release number 8/2001 the total accounts receivable under assignment is PLN 10 185,12 thousand for an overall price of PLN 8 678,45 thousand.


In the contract reported by the Bank under Release number 9/2001 the total accounts receivable under assignment is PLN 8 942,94 thousand for an overall price of PLN 7 571,19 thousand.


In the contract reported by the Bank under Release number 10/2001 the total accounts receivable under assignment is PLN 3 300,77 thousand for an overall price of PLN 2 843,44 thousand.

· On 23 March 2001 the Bank informed that on 23 March 2001 the Bank concluded with BEL Leasing Sp. z o.o. - a Bank subsidiary, annexes to two AR assignment contracts reported by the Bank as follows:


1. on 13.02.2001 - Release number 9/2001 and 16.03.2001 - Release number 16/2001


2. on 08.03.2001 - Release number 15/2001.


As a result of these signed annexes:


In the contract reported by the Bank under Release number 9/2001 and 16/2001 the total accounts receivable under assignment is PLN 8 777,89 thousand for an overall price of PLN 7 452,87 thousand.


In the contract reported by the Bank under Release number 15/2001 the total accounts receivable under assignment is PLN 2 499,45 thousand for an overall price of PLN 2 191,88 thousand.

· On 30 March 2001 BIG Bank GDAŃSKI S.A. reported that on 30 March 2001 it received information from DM BIG-BG S.A.(a subsidiary of BIG Bank GDAŃSKI S.A.) that on 28 March 2001 DM BIG-BG S.A. purchased 283 107 ordinary bearer shares of ComputerLand SA. stock, representing 4.35% of the share capital and the maximum number of votes at the company’s shareholders’ meeting.


As a result of the buy transaction DM BIG-BG S.A. holds 520 328 shares in ComputerLand S.A., which represents 7.99% of the share capital and gives the right to cast 520 328 votes at the shareholders’ meeting, which represents 7.99% of the maximum number of votes at the company’s shareholders’ meeting.


As a result of the buy transaction the BIG Bank GDAŃSKI S.A. Capital Group holds 523 023 shares of ComputerLand S.A., which represents 8.03% of the share capital and gives the right to cast 523 023 votes at the shareholders’ meeting, which represents 8.03% of the maximum number of votes at the company’s shareholders’ meeting.

· On 31 March 2001 the Bank reported that it received information from DM BIG-BG S.A. (a subsidiary of BIG Bank GDAŃSKI S.A.) that on 29 March 2001 DM BIG-BG S.A. sold 283 107 ordinary bearer shares of ComputerLand S.A. stock., which represents 4,35% of the share capital and votes at the shareholders’ meeting.

As a result of the sale transaction, DM BIG-BG SA holds 237 221 shares of ComputerLand S.A., representing 3,64% of the share capital of ComputerLand S.A. and giving it the right to cast 237 221 votes at the shareholders’ meeting, representing 3,64% of the maximum number of votes at the shareholders’ meeting.


As a result of the sale transaction the BIG Bank GDAŃSKI S.A. Capital Group holds 239 916 shares of ComputerLand S.A., which represents 3.68% of the share capital of ComputerLand S.A. and gives the right to cast 239 916 votes at the shareholders’ meeting, which represents 3,68% of the maximum number of votes at the company’s shareholders’ meeting.

· On 4 April 2001 the Management Board of BIG Bank GDAŃSKI S.A. informed that on 
3 April 2001 BIG Bank GDAŃSKI S.A., BIG BG Inwestycje S.A. and EUREKO B.V. concluded an Annex with the State Treasury to the Share Purchase Agreement concerning the shares of Powszechny Zakład Ubezpieczeń S.A. ("PZU") dated 5 November 1999.


By the power of the concluded agreement the parties committed in particular to ending all disputes, including the withdrawal of all motions and claims in connection with the PZU Share Purchase Agreement and the resolutions adopted by the shareholders’ meeting of PZU, they agreed on the principles for appointing Supervisory and Management Board members at PZU and its subsidiaries and they confirmed their readiness to continue actions to complete the next phase of PZU’s privatization entailing its IPO by the end of the current year. In the IPO EUREKO B.V. will have the right to subscribe a 21% block of shares in PZU S.A.

· On 9 April 2001 the Bank reported that it learned that the District Court in Warsaw annulled the resolutions of the shareholders’ meeting of BIG Bank GDAŃSKI S.A. adopted on 28 January 2000 to dismiss the Bank’s Supervisory Board members and to select new members.


In its decision of 04 February 2000 the District Court gave an injunction on the performance of the resolutions to select a Supervisory Board adopted at this meeting.

· On 17 April 2001 the Bank reported that on 17 April 2001 the 1st branch of BIG Bank GDAŃSKI S.A. in Warsaw granted a loan to FORINWEST Sp. z o.o. - a Bank subsidiary in the amount of PLN 160 000 thousand.  The loan proceeds were allocated to redeem the commercial paper issued by FORINWEST Sp. z o.o. in 2000.

· On 17 April 2001 the Bank informed that a social umbrella package for bank employees has been developed in connection with the ongoing program to enhance the bank’s operating efficiency since some support functions will be centralized and the sales system will be reorganized. This package includes employees whom the employer will not propose work in the reorganized Bank and will be in force until 30 June 2002. The proposed solutions prefer employees with the greatest seniority and ensures both a compulsory and supplementary system of severance pay, benefits and training financed by the Bank.

· On 19 April 2001 the Bank reported that on 18 April 2001 Clifford W. Evans – Deputy CEO tendered his resignation from being a Management Board member as of 24 April 2001. His resignation was precipitated by personal and family-related issues.

· On 20 April 2001 the Management Board of BIG Bank GDAŃSKI S.A. reported that on 
19 April 2001 BIG Bank GDAŃSKI S.A. as the sole shareholder of PTE BIG Bank GDAŃSKI S.A. ("PTE BIG BG") concluded with BRE BANK S.A. the sole shareholder of PTE Skarbiec-Emerytura S.A. ("PTE Skarbiec-Emerytura") an agreement to merge PTE BIG BG and PTE Skarbiec-Emerytura ("Contract"). 


The merger will proceed according to art.492 par.1 section 1 of the Commercial Company Code where the acquiring company will be PTE Skarbiec-Emerytura. BIG BG’s post-merger share in the share capital and votes at the shareholders’ meeting of PTE Skarbiec-Emerytura will be 38.61%, while BRE BANK S.A.’s share will be 61.39%. The equity parity was set based on the Net Asset Value of Ego OPF and Skarbiec-Emerytura OPF as at 31 December 2000. The merger is dependent upon the consent of the Office of Oversight over Pension Funds ("UNFE").


PTE Skarbiec-Emerytura after merging with PTE BIG BG would be 6th on the market (3.77% market share) by the value of the portfolio of assets under management (according to data as at 31.03.2001).


At the same time the parties agreed to sign, after the merger between PTE BIG BG and PTE Skarbiec-Emerytura, an agreement to sell all the shares issued to BIG BG in PTE Skarbiec-Emerytura after the merger, in favor of BRE BANK S.A. The sales price ("price") will be no lower than 320 000,00 thousand and no higher than 370 000,00 thousand.


The price will be specified one month after the date when UNFE announces its decision permitting the merger according to art.70 section 1 of the Act of 28 August 1997 on the Organization and Operation of Pension Funds. Moreover, the maximum price may not change depending on PTE BIG BG’s requirements for capital prior to registering the pension fund companies. The price will be paid after obtaining UNFE’s permit and all other administrative permits to purchase the foregoing shares. On 20 April 2001 BRE BANK S.A. shall pay PLN 10 000,00 thousand to BIG BG as an advance towards the price.

· On 27 April 2001 BIG Bank GDAŃSKI S.A., informed that on 26 April 2001 FORIN Sp.z o.o. in Warsaw - a Bank subsidiary, entered into an annex to the contract concluded with "Nadwiślański Węgiel" S.A. in Tychy, whereby "FORIN" Sp. z o.o. purchases accounts receivable from "Nadwiślański Węgiel" S.A. and will monitor, collect and settle them. According to the signed annex "FORIN" Sp. z o.o. agreed to purchase accounts receivable according to the terms of the AR contract from "Nadwiślański Węgiel" S.A. up to PLN 150 000,00 thousand.

· On 28 April 2001 the Bank informed that on 28 April 2001 BET Trading Sp. z o.o - a Bank subsidiary, sold 3 713 shares with a par value of PLN 1 thousand each in MARAT Sp. z o.o., which represents 100% of the founding capital of MARAT Sp. z o.o. for a total amount of PLN 6 204,42 thousand. The buyer is Gustav F. W. Hamester GmbH&Co. in Hamburg. The contract was concluded provided that the permits required by the relevant provisions are secured.

· On 30 April 2001 the Bank informed that on 30 April 2001 the Bank concluded with Bel Leasing Sp. z o.o., a Bank subsidiary, an AR assignment contract whereby the Bank assigned to Bel Leasing Sp. z o.o. accounts receivable for a total amount of PLN 1 224,85 thousand for an overall price of PLN 961,34 thousand.

· On 2 May 2001 the Bank informed that on 2 May 2001 the Bank concluded with BEL Leasing 
Sp. z o.o. - a Bank subsidiary, another annex to an AR assignment contract reported by the Bank on 13.02.2001 (Release number 9/2001), while the signing of the previous annex was reported on 23.03.2001 (Release number 18/2001).


According to the signed annex, the total amount of accounts receivable under assignment is currently PLN 8 753,58 thousand, while the purchase price is PLN 7 433,59 thousand.

· On 7 May 2001 the Bank informed that on 7 May 2001 the Supervisory Board of BIG Bank GDAŃSKI S.A. appointed Francisco de Lacerda to be a Deputy CEO.


Francisco de Lacerda is 40 years old. He is a graduate of the business administration faculty at Universidade Catolica Portuguesa in Lisbon, where he was an assistant in 1984-85. 


In 1984-86 he was an analyst, an advisor and a general director in LOCAPOR (leasing) and UNICRE (a firm handling credit card business). In 1985-87 he was the director responsible for finances and the capital market at CISF – a company offering financial and investment services, while in 1987-90 he worked in the investment fund company called Hispano Americano Sociedade de Investimentos S.A.


Since 1991 he has been associated with Banco Mello de Investimentos S.A. as a director, the managing director (1993-95) and then in 1995-2000 with Banco Mello S.A. as the managing director and from 1997 he has been a deputy CEO. Since 2000 he has been a member of the management board of Banco Comercial Potugues S.A. 


The activities conducted by Francisco de Lacerda are not competitive to the activities of BIG Bank GDAŃSKI S.A.

· On 10 May 2001 the Bank informed that on 9 May 2001 the Bank concluded with Bel Leasing Sp. z o.o., a Bank subsidiary, an AR assignment contract whereby the Bank assigned to Bel Leasing Sp. z o.o. accounts receivable for a total of PLN 2 441,46 for an overall amount of PLN 1 858,26 thousand.

· On 10 May 2001 the Bank reported that on 10 May 2001 it concluded a financial audit contract with KPMG Polska Audyt Sp. z o.o. in Warsaw at ul. Chłodna 51, 00-867 Warsaw, entered on the list of entities authorized to audit financial statements under file number 458.

This contract concerns the following:


- auditing the Bank’s financial statements as at 30 June 2001 and for the period ending on that day according to the Polish accounting regulations for listed banks,


- auditing the Bank’s consolidated financial statements as at 30 June 2001 and for the period ending on that day according to the Polish accounting regulations for listed banks,


- auditing the consolidated reporting package as at 30 June 2001 and for the period ending that day drawn up according to International Accounting Standards,


- auditing the Bank’s financial statements as at 31 December 2001 and for the period ending on that day according to the Polish accounting regulations for listed banks,


- auditing the Bank’s consolidated financial statements as at 31 December 2001 and for the period ending on that day according to the Polish accounting regulations for listed banks,


- auditing the consolidated reporting package as at 31 December 2001 and for the period ending that day drawn up according to International Accounting Standards.


The Bank has not previously used the services of KPMG Polska Audyt Sp. z o.o. in auditing the financial statements for previous financial years.


KPMG Polska Audyt Sp. z o.o. was selected to audit the financial statements by the Supervisory Board on the basis of the motion submitted by the Bank’s Management Board.

· On 11 May 2001 BIG Bank GDAŃSKI S.A. reported that BG Leasing S.A. - a Bank subsidiary, on 10 May 2001 withdrew from the Regional Court in Gdańsk – 12th Business Division the request to conduct composition proceedings on BG Leasing S.A., opened on the basis of the request dated 20 April 2000 as reported by the Bank in release number 48/2000 of 21 April 2000.

At the same time the Bank informs that on this same day an application was filed to declare the bankruptcy of BG Leasing S.A. in Regional Court in Gdańsk – 12th Business Division.


The bad receivables portfolio quality uncovered last year at BG Leasing S.A. precipitated profound restructuring, including changes in procedures and management principles. At the same time, the necessity of discharging the company’s fiscal liabilities on the concluded agreements, coupled with the protraction of the procedures in the composition proceedings sharpened its financial hardship. The absence of consent from all the company’s financial creditors to cooperate to facilitate the settlement of a part of the credit accounts receivable exhausted the activities that could be taken by the Management Board of BG Leasing S.A. and induced it, according to the binding provisions, to submit a motion to declare the company’s bankruptcy.

· On 17 May 2001 in reference to release number 26/2001 of 17 April 2001 the Bank informed that on 17 May 2001 the Management Board of BIG Bank GDAŃSKI S.A. approved the framework bylaws for group layoffs and the package of severance pay and indemnification for Bank employees who will be let go in connection with the planned restructuring of headcount. These documents have been agreed upon with the representations of the trade union organizations operating in the Bank and thereby they will come into force as of 17 May 2001.


The agreed upon solutions concerning downsizing are an element of the ongoing program to enhance the Bank’s operating efficiency which includes centralization of certain support functions and reorganization of the sales system. The accepted package of severance pay and indemnification will include employees up to 31 December 2002 whom the employer does not offer work in the reorganized Bank; it also entails preferential solutions for employees with greater seniority as well as additional benefits and training financed by the Bank.        

· On 21 May 2001 BIG Bank GDAŃSKI S.A. informed that on 21 May 2001 the Bank concluded annexes with Bel Leasing Sp. z o.o., a Bank subsidiary, to three AR assignment contracts about which the Bank had provided notification, as follows:


1) on 13 February 2001 (Release number 9/2001) and about concluding the annex - on 23.03.2001 (Release number 18/2001) and about concluding another annex - on 2.05.2001 (Release number 32/2001),


2) on 30 April 2001 (Release number 31/2001),


3) on 10 May 2001 (Release number 34/2001).


As a result of the signed annexes:


In the contract reported by the Bank in Release numbers 9/2001, 18/2001 and 32/2001 the total accounts receivable under assignment is PLN 8 600,27 thousand for a general price of PLN 7 304,33 thousand.


In the contract reported by the Bank in Release number 31/2001 the total accounts receivable under assignment is PLN 1 209,17 thousand for a general price of PLN 949,28 thousand.


In the contract reported by the Bank in Release number 34/2001 the total accounts receivable under assignment is PLN 2 395,86 thousand for a general price of PLN 1 820,03 thousand.

· On 1 June 2001 the Bank informed that on 31 May 2001 Bel Leasing Sp. z o.o. - a Bank subsidiary – concluded an FX swap with the bank for Euro 49 250 thousand and a maturity of 31 December 2003 to hedge the FX risk on the foreign currency loans drawn down.

· On 1 June 2001 Bank reported that on 31 May 2001 BEL Leasing Sp. z o.o. - a Bank subsidiary, entered into a sales agreement with BTL TABOR S.A. whereby it acquired 111 rail cars worth a total of PLN 24 754.57 thousand. Upon purchasing these cars BEL Leasing Sp. z o.o. assumed the rights and duties of the lessor as resulting from the contract between BTL TABOR S.A. and PKP S.A. DKPT CARGO. The value of the performances under this lease contract is PLN 47 789.83 thousand. Thus over the last 12 months the total value of the lease contracts concluded with PKP S.A. DKPT CARGO is PLN 192 609.73 thousand.

· On 8 June 2001 the Bank informed that on 06 June 2001 Bel Leasing Sp. z o.o. - a Bank subsidiary – concluded FX futures transactions to buy DEM 10 112.77 thousand and Euro 147.98 thousand.

· On 13 June 2001 the Bank informed that on 12 June 2001 BEL Leasing Sp. z o.o. - a Bank subsidiary, offset mutual accounts receivable of BEL Leasing Sp. z o.o. and BG Leasing S.A. - a Bank subsidiary. The amount of accounts receivable offset is PLN 2 657.45 thousand.

· On 18 June 2001 BIG Bank GDAŃSKI S.A. reported on its own behalf and for 
BG Leasing S.A. - a Bank subsidiary that on 18 June 2001 the Bank received a decision from the Regional Court in Gdańsk, 12th KRS Business Division, of 8 June 2001 to discontinue the composition proceedings on BG Leasing S.A. in Gdańsk. The discontinuation was effected in response to the motion of a debtor of BG Leasing S.A. in Gdańsk.

· On 22 June 2001 the Bank informed that on 22 June 2001 Bel Leasing Sp. z o.o. (a Bank subsidiary) entered into operating lease agreements with PKP S.A. DKPT Cargo on 176 rail cars. The value of these contracts is PLN 52 976 thousand. Over the most recent 12 months the total amount of lease contracts concluded with PKP S.A. DKPT Cargo amounts to PLN 229 340.66 thousand.

· On 25 June 2001 the Bank reported that on 25 June 2001 it received from BG Leasing S.A. - a Bank subsidiary, the decision of the Regional Court in Gdańsk, 12th KRS Business Division of 22 June 2001 declaring the bankruptcy of BG Leasing S.A. in Gdańsk, Al. Jana Pawła II, whereby it designated Roman Chomiak as the receiver. This decision is not legally binding.

· On 29 June 2001 BIG Bank GDAŃSKI S.A. informed that on 29 June 2001 it received a release from Moody's Investors Service, in which it elevated BBG S.A.’s deposit rating to Baa3/3-P from Ba1/N-P. 


In its commentary Moody's emphasized that this increase in the rating is affected by the support given to BIG Bank GDAŃSKI S.A. by its strategic shareholder, i.e. Banco Comercial Portugues (rating A1/P - 1/B-), which over the most recent 18 months has increased its commitment to BBG S.A. and the Polish market, it has increased its share and influence over Bank management, and jointly with BBG S.A. it is carrying out the project to build the Millennium network.

The financial strength rating of BBG S.A has remained at D+. According to Moody's it already includes the positive effect of the restructuring process underway at BBG S.A. on its mid-term productivity and competitiveness. The analysts at Moody's also emphasize that BCP is supporting this restructuring process at BBG S.A., whereby the branch network structure will be change and the Bank’s IT platform will be modernized. Thus – according to the analysts at Moody's – the deterioration of the major financial ratios at BBG S.A. over the most recent 18 months has been the result of the Bank’s development strategy in some sense.

13.3. INFORMATION ON SIGNIFICANT EVENTS THAT OCCURRED AFTER THE BALANCE SHEET DATE AND HAVE NOT BEEN INCLUDED IN THE FINANCIAL STATEMENTS
· BIG Bank GDAŃSKI S.A. reports that on 06 July 2001, PTE BIG Bank GDAŃSKI S.A. – a bank subsidiary, received information of the Regional Court for the Capital City of Warsaw, 19th KRS Division registering the increase in share capital at PTE BIG Bank GDAŃSKI S.A. to PLN 130 300 000. BIG Bank GDAŃSKI S.A. holds 130 300 shares of PTE BIG BBG S.A., which represents 100% of the share capital. The total number of votes at the shareholders’ meeting of PTE BBG S.A. is 130 300.

· BIG Bank GDAŃSKI S.A., informs that on 02 August 2001, the Bank signed a three-year cooperation agreement with PZU S.A. and PZU Life to provide insurance coverage to BBG S.A. clients.

These contracts form the commencement of realizing the cooperation plans stated in the PZU S.A. Privatization Agreement to take place between BIG Bank GDAŃSKI S.A. and PZU S.A. and PZU Life, to expand the offer of these firms to include the cross-selling of financial services and products (bancassurance). They are an important element of realizing BBG S.A.’s new strategy based on a new market segmentation entailing an offer of universal financial services based on specialized and modern channels of distribution.

· BIG Bank GDAŃSKI S.A. informs that on 20.08.2001, a Bank subsidiary - INEC Services Sp. z o.o. notified the Bank of having received on the same day the decision rendered by the District Court in Warsaw, the 20th Business Division, discontinuing the proceedings on PZU Life’s claim against INEC Services Sp. z o.o.

These proceedings were discontinued as a result of PZU Life withdrawing the suit and waiving the damages pursued thereunder. The end of this process also signifies the demise of the court’s temporary injunction of 12 April 2000 banning INEC Services Sp. z o.o. from selling BBG S.A. shares, voting them and collecting dividends. This litigation concerned the effectiveness of the purchase by INEC Services Sp. z o.o. of the BBG S.A. shares constituting 5.85% of the Bank’s share capital.

· BIG Bank GDAŃSKI S.A. informs that it has received information that on 21 August 2001 BEL Leasing Sp. z o.o. – a Bank subsidiary – entered into lease contracts with PKP S.A. DKPT CARGO concerning a total of 146 rail cars. The total net value of the performances under these contracts is PLN 61,100,665.18.

The total net value of the performances under the lease contracts concluded with PKP S.A. DKPT CARGO over the most recent 12 months, including the ones assumed from BTL TABOR S.A. (reported in release number 41/2001) is PLN 290,441,328.31.

· BIG Bank GDAŃSKI S.A. informs that on 24 August 2001 it entered into an agreement with INEC Services Sp. z o.o. in Warsaw – a Bank subsidiary - (as the debtor) and Forinwest Sp. z o.o. in Warsaw – a Bank subsidiary, TBM Leasing Sp. z o.o. in Warsaw – a Bank subsidiary and BEL Leasing Sp. z o.o. in Warsaw – a Bank subsidiary (as, besides the Bank, the creditors of Inec Services Sp. z o.o.) –according to which the creditors have committed to compose with the debtor in separate agreements on how and when to satisfy the accounts receivable in full or in part.

The parties have furthermore made mutual obligations to cooperate in connection with the debt of INEC Services Sp. z o.o. towards creditors. 

· BIG Bank GDAŃSKI S.A. informs that on 27 August 2001 it sold to "WENEX" Sp. z o.o. in Pabianice, 18,747 shares representing 21.81% of the share capital of Bełchatowskie Zakłady Przemysłu Bawełnianego Sp. z o.o. for a total amount of PLN 150,000.

The par value of the sold shares is PLN 100 each.

14.  SOURCES OF OBTAINING AND USING THE BANK’S FUNDS BROKEN DOWN BY REGION (000s of PLN)

VOIVODSHIP
 
FUND UTILIZATION


FUND ACQUISITION

Zachodniopomorskie

   516 512



   248 978
Pomorskie


1 031 622



1 012 472

Podlaskie


     53 619



   190 237

Łódzkie



     90 520



   236 816

Śląskie



   181 944



   174 990

Kujawsko-pomorskie

   172 106



   252 402
Mazowieckie


3 189 845



1 938 194

Świętokrzyskie


     39 161



     47 492

Małopolskie


     38 735



     59 566

Lubelskie


     62 735



     89 124

Wielkopolskie


     31 646



   125 045

Podkarpackie


     49 240



     40 749

Dolnośląskie


1 204 792



   324 835

Lubuskie


     29 881



     95 524

15. INFORMATION ON THE RELATIONS WITH THE LEGAL PREDECESSOR AND THE METHOD OF ACQUIRING ASSETS, LIABILITIES AND EQUITY

 On 5 January 2001 BIG Bank GDAŃSKI SA and BIG BANK S.A. merged. The details on this merger are presented in item 13.2. entitled „Notes”.

16. FINANCIAL STATEMENTS AND COMPARABLE FINANCIAL DATA ADJUSTED BY THE APPROPRIATE RATE OF INFLATION

Inflation in this period did not exceed 20%.

17. CHANGES IN THE ACCOUNTING PRINCIPLES APPLIED WITH RESPECT TO THE PREVIOUS PERIOD

Commencing as of 1 January 2001 debt securities are shown:

· Debt trading securities are show at purchase price adjusted by the accrued interest, discount, premium but at a value no higher than the net sales price. If this value is higher than the net sales price then the difference is included in the costs of financial operations. The valuation of debt trading securities is carried out at the end of every month,

· Debt investment-grade securities are shown at purchase price adjusted by the accrued interest, discount, premium. An impairment provision is established for securities whose issuer is not the state treasury or the central bank.

This change was caused by the necessity of adapting the accounting standards at BIG BG S.A. to binding regulations.

18. STATEMENT OF THE CHANGES MADE TO ENSURE THE COMPARABILITY OF THE DATA IN THE FINANCIAL REPORT FOR THE CURRENT AND PREVIOUS FINANCIAL YEARS (000s PLN)
Changes made to the presentation of the profit and loss account for the period from 01 January 1999 to 30 June 2000:

Line item
Data in the statements as at 30 June 2000
Change 
Comparable data in the statements as at 30 June 2001

Interest income:

 - on fixed-income securities
1 204 700

202 624
+ 6 309

+ 6 309
1 211 009

208 933

Result on financial operations:

- on securities
99 365

3 138
- 6 309

- 6 309
93 056

-3 171

Changes made to the presentation of the cash flow statement for the period from 01 January 1999 to 30 June 2000:


Presentation in the statements from 01 October 1999 to 30 June 2000
Change
Presentation in the statements from 01 October 2000 to 30 June 2001

NET CASH FLOW ON OPERATING ACTIVITY

FX gains/losses
0
-21 550
-21 550

Interest and dividends
-10 811
+21 245
10 434

Changes to the balance of other provisions 
123 123
-75 276
47 847

Paid income tax
-71 417
+76 499
5 082

Change in the balance of debt securities
-12 493
+2 983
-15 476

Change in the amount of receivables from the non-financial sector and the budgetary sector 
-365 183
-2 983
-362 200

Change in the amount of liabilities to the financial sector
1 673 672
+393 381
2 067 053

Changes in the amount of other liabilities 
-53 572
-1 223
-54 795

NET CASH FLOW ON FINANCING ACTIVITY

Drawing down long-term bank loans 
1 168 183
-382 362
785 821

Other expenditures
0
-10 714
10 714

19. AVERAGE LOAN AND DEPOSIT RATES

In the period from 1.01.2001 to 30.06.2001 BIG Bank GDAŃSKI S.A. applied the following effective interest rates:

· For loans (average for the period)

· PLN
12,91%

· USD
  6,90%

· EURO
  6,03%

· others
10,92%

· for deposits (average for the period)

· PLN
  8,04%

· USD
  3,08%

· EURO
  3,13%

· others
  4,31%
  

20. LEGAL GROUNDS AND DATA JUSTIFYING THE DEPARTURE FROM CONSOLIDATION ON THE BASIS OF OTHER REGULATIONS

BIG Bank GDAŃSKI S.A. draws up consolidated statements.

21. NOTES

I. Bank merger’s impact on the statements of BIG BG S.A.

As BIG BANK S.A discontinued operations on 4 January 2001 and had its assets transferred to BIG Bank GDAŃSKI S.A., there was a material change in the balance sheet composition of BIG Bank GDAŃSKI S.A.. The balance sheet of BIG Bank GDAŃSKI S.A. and BIG BANK S.A. as of 4 January 2001 and the balance sheet of BIG Bank GDAŃSKI S.A. after the merger may be depicted as follows:  


04.01.2001  

 BIG Bank GDAŃSKI S A
04.01.2001          BIG BANK  S A
Elimination of mutual transactions
BILANS after merger on 5 01.2001

I. Cash, operations with central bank
464 394
64 760
0
529 154

II. Debt securities eligible to be rediscounted in the central bank 
33 968
1 440
0
35 408

III. Receivables from the financial sector 
3 277 383
8 449 871
-9 504 021
2 223 233

   1. Current account
103 228
128 244
-135 047
96 425

   2. Term account
3 174 155
8 321 627
-9 368 974
2 126 808

IV. Receivables from the non-financial and budgetary sector 
5 421 631
1 564 056
0
6 985 687

   1. Current account
518 441
159 637
0
678 078

   2. Term account
4 903 190
1 404 419
0
6 307 609

V. Receivables on purchased securities with a REPO obligation 
0
0
0
0

VI. Debt securities
4 711 393
784 751
-2 200
5 493 944

VII. Participations in subsidiaries 
564 597
0
-200 793
363 804

VIII. Participations in affiliates
12 049
893
0
12 942

IX. Participations in other entities
20 342
802
0
21 144

X. Other securities and other economic rights 
0
0
0
0

XI. Intangible assets
329 487
101 349
0
430 836

XII. Property, plant and equipment 
391 870
365 734
0
757 604

XIII. Treasury stock



0

XIV. Other assets
594 855
8 781
-87
603 549

   1. Acquired assets -  for sale
1 370
0
0
1 370

   2. Others
593 485
8 781
-87
602 179

XV. Prepayments and accruals 
445 410
14 346
0
459 756

   1. Deferred income tax
0
0
0
0

   2. Other prepayments and accruals
445 410
14 346
0
459 756

Total assets
16 267 379
11 356 783
-9 707 101
17 917 061

I. Liabilities to the central bank
0
0
0
0

II. Liabilities to the financial sector
10 437 201
1 469 534
-9 504 021
2 402 714

   1. Current
175 885
40 005
-135 047
80 843

   2. Term
10 261 316
1 429 529
-9 368 974
2 321 871

III. Liabilities to the non-financial and the budgetary sector 
2 849 795
9 465 031
0
12 314 826

   1. Savings deposits, including: 
0
0
0
0

      a) current 
0
0
0
0

      b) term 
0
0
0
0

   2. Others, including:
2 849 795
9 465 031
0
12 314 826

      a) current
1 451 537
428 054
0
1 879 591

      b) term 
1 398 258
9 036 977
0
10 435 235

IV. Liabilities on sold securities with REPO obligation given 
0
0
0
0

V. Liabilities on the issue of own securities
0
105 737
-2 200
103 537

VI. Special funds and other liabilities
501 248
66 272
0
567 520

VII. Costs and income settled over time and qualified
501 956
93 475
0
595 431

VIII. Provisions
278 176
17 262
0
295 438

   1. Income tax provision
119 536
13 553
0
133 089

   2. Other provisions
158 640
3 709
0
162 349

IX. Subordinated liabilities
0
0
0
0

X. Base capital (fund) 
424 591
200 880
-200 880
424 591

XI. Contributions due to base capital (negative amount) 
0
0
0
0

XII. Reserve capital (fund) 
350 342
8 640
0
358 982

XIII. Revaluation capital (fund) 
29 930
1 047
0
30 977

XIV. Other reserve capital (funds) 
775 489
18 283
0
793 772

XV. FX gains/ losses on converting foreign branches
0
0
0
0

XVI. Retained earnings or losses brought forward
119 648
-79 035
0
40 613

XVII. Net profit (loss) 
-997
-10 343
0
-11 340

Total liabilities and equity
16 267 379
11 356 783
-9 707 101
17 917 061

II. Information on the interest rate used to calculate the interest on NBP bonds.

The interest rate was 10.5% as at 30 June 2001.

III. Information about how adjustments were made to establishing provisions charged to the General Risk Fund.

Pursuant to the Bylaws for the Utilization of the General Banking Risk Fund at BIG Bank GDAŃSKI S.A. the Supervisory Board, in response to the motion submitted by the Bank’s Management Board, adopted a resolution to allocate PLN 290 938.68 thousand from the general banking risk fund to cover the risks associated with the engagement in the following industries (000s of PLN):

- auto

93 327,09 thousand,

- steel

55 000,00 thousand,

- construction       140 054,58 thousand,

- others

  2 557,00 thousand.
IV. Expensed charges for loss receivables.

Expenses charges for loss receivables, including:

18 826 thousand

· Debited to provisions




18 802 thousand

· Debited to other operating expenses


       24 thousand

V. Information on extraordinary gains and losses

In 1H2001 the Bank earned PLN 85 thousand in extraordinary gains, of which PLN 83 thousand resulted from the indemnification received from insurers by virtue of the occurrence of non-recurring insurable events, i.e. water damage, vandalism, automobile accident damages. The PLN 61 thousand in extraordinary losses followed from the aforementioned non-recurring events.

VI. FX position of BIG BG S.A.

As at 30.06.2001 BIG BG S.A. occupied a short FX position of PLN 6 836,39 thousand., following from the positions held in individual currencies (converted into 000s of PLN):

Long position
Short position

FIM

          736,74

ESP

          220,04

ATS

          366,57

BEF

          625,42

FRF



          361,73

NLG

          377,38

DEM

1 631 255,62

ITL

            80,74

EUR



1 630 612,50

Total long position for currency basket in EURO: 2 688,28

EURO

       2 688,28

CZK



            22,64

AUD

          298,96

JPY



            26,55

USD



       6 585,90

CAD

          383,33

GBP

            80,20

DKK

            82,79

NOK



          201,30

CHF

          341,35

SEK

          279,23

EURO

       2 688,28

Total position for convertible currencies:



       4 154,14
       6 836,39
VII. Liabilities of BIG Bank GDAŃSKI S.A. to NBP assumed as a result of merging with BIG BANK S.A.

1. Securitization bills of exchange

NBP has committed to purchase every year for seven years, i.e. until 2006, on the first working Tuesday of November the solo bills of exchange issued by BIG Bank GDAŃSKI S.A. with a discount rate of 1% p.a. BIG Bank GDAŃSKI S.A. has committed to redeem these solo bills of exchange at their maturities.

BIG Bank GDAŃSKI S.A. will redeem for the first time a bill of exchange issued by BIG BANK S.A. at the first date of maturity after the bank merger.

Commencing with 2002 the bill of exchange total will be reduced by a specified percentage according to the principles:

· By 5% in 2002 

· By 15% in 2003

· By 30% in 2004

· By 50% in 2005

· By 75% in 2006

The redemption of the last bill of exchange issued in November 2006 will take place on the first working Tuesday of November 2007.

2. Restructuring bonds

BIG Bank GDAŃSKI S.A. has committed to repurchase from NBP the other bonds issued by Łódzki Bank Rozwoju S.A. that were not redeemed according to the agreement of 13 October 1993 worth a total of PLN 22.4 million.

BIG Bank GDAŃSKI S.A. will repurchase from NBP the bonds issued by Łódzki Bank Rozwoju S.A. in three annual installments at the following times and for the following amounts:

· 4 November 2002 
PLN 5.0 million

· 4 November 2003 
PLN 7.4 million

· 4 November 2004 
PLN 10.0 million

3. Loan loss reserve

NBP has maintained the decision with respect to BIG Bank GDAŃSKI S.A. on exempting it from maintaining the loan loss reserve on the deposits acquired from BIG BANK S.A. for the period up to the end of 2003. The amount of the exempted loan loss reserve during the period from 1 January 2001 to 30 December 2003 will be PLN 625 622.86 thousand and is specified according to the balance of funds in PLN and foreign currencies forming the basis for calculating the loan loss reserve of BIG BANK S.A. for December 1998.

BIG Bank GDAŃSKI S.A. has committed to hold – with the funds of the exempted loan loss reserve – securities issued by the State Treasury or NBP. The value of the securities purchased by BIG Bank GDAŃSKI S.A. during the exemption period for the funds of the loan loss reserve cannot be lower than the exemption amount.
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