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AUDITOR’S REVIEW REPORT

ON THE FINANCIAL STATEMENTS OF 

BIG BANK GDAŃSKI S.A.

FOR THE SIX MONTHS ENDED

30 JUNE 2002

To the shareholders of BIG Bank Gdański S.A.

We have reviewed the accompanying financial statements of BIG Bank Gdański S.A. seated at Warsaw.  These financial statements consist of: the introduction; the balance sheet as at 30 June 2002 with total assets and total liabilities and equity of PLN 19,311,434 thousand; the profit and loss account for the six months ended 30 June 2002 with a net profit of PLN 101.030 thousand; the statement of changes in equity as at 30 June 2002, which represents a balance of PLN 1,510,890 thousand; the cash flow statement for six months then ended with a net decrease in cash amounting to PLN 246,609 thousand; the statement of contingencies and commitments granted as at 30 June 2002 amounting to PLN 3,948,899 thousand, and notes to the financial statements.
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 Bank’s management and personnel and analytical procedures applied to financial statements. 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 on the accompanying financial statements. 

Our review did not reveal any material modifications that should be made to the accompanying half year financial statements to present a true and fair view of Bank’s financial position as at 30 June 2002, financial result, profitability and cash flows for the period from 1 January 2002 to 30 June 2002 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 Minister of Finance Ordinance dated 10 December 2001 regarding special accounting principles for banks (Official Journal no. 149, item 1673) and as well as the requirements concerning financial statement prepared by the issuer of securities allowed to public turnover, which have been applied on consistent basis.

We would like to draw attention to the following matters.

Under Polish Accounting Standards, investments in subsidiaries and associated companies should be accounted under the equity method.  In Bank’s financial statements as at 30 June 2002 the Management of the Bank have opted to maintain these investments at the historic cost less allowance for diminution in the value. Application of the above mentioned accounting principle result from the fact that Bank prepares consolidated financial statements in which investments in subsidiaries and associated companies are subject to consolidation. In their decision, the Management of the Bank have considered the option available under International Accounting Standards No.27, which for companies who prepare consolidated accounts, allows for investments in subsidiary and associated companies to be maintained at historic cost.

Under the ordinance of the Ministry of Finance dated 10 December 2001 on accounting policies applied by banks, following 1 January 2002, any change in the fair value of securities held as available for sale should be recognized in the profit and loss account. Under International Accounting Standard No. 39 there is an option available to account for the change in fair value of securities held as available for sale either in the profit and loss account or as a movement in equity. A draft amendment to the ordinance of the Ministry of Finance dated 10 December 2001 provides for to account for the change in the fair value of securities held as available for sale as a movement in equity. The Management has considered the principles of both International Accounting Standard and the draft amendment to the ordinance of the Ministry of Finance and opted to account for the change in the fair value of securities held as available for sale as a movement in equity. On introduction of the new accounting act on 1 January 2002, after the consideration of the impact of deferred tax, revaluation of securities held as available for sale which amounted to PLN 77,032 thousand has been accounted for as a movement in equity and recognized in the profit and loss account upon subsequent sales. Due to the fact that those financial assets have been excluded from Bank’s books in the six months period ended 30 June 2002,  Bank transferred the balance of PLN 45,794 thousand from equity the profit and loss account.
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On behalf of KPMG Polska Audyt Sp. z o.o.

Charted Accountant No. 796/1670

Bogdan Dębicki, Member of the Board
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