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Consolidated Quarterly Report









Date of issue: 18 April 2002

Consolidated Quarterly Report
FINANCIAL HIGHLIGHTS
PLN 000s

EUR 000s



2nd Quarter year-to-date/                           2002
2nd Quarter year-to-date /                           2001
2nd Quarter year-to-date /                           2002
2nd Quarter year-to-date /                           2001


 from 1.01.2002                to 30.06.2002
 from 1.01.2001                to 30.06.2001
 from 1.01.2002                to 30.06.2002
 from 1.01.2001                to 30.06.2001

I. Interest income
1 042 279
1 381 382
281 497
385 796

II. Commission income
134 864
123 863
36 424
34 593

III. Result on banking activities
612 715
479 188
165 481
133 829

IV. Result on operating activities
16 705
-51 642
4 512
-14 423

V. Profit (loss) before income tax
1 155
-67 021
312
-18 718

VI. Net profit (loss)
119 700
-25 085
32 328
-7 006

VII. Net cash flows from operating activities 
-2 054 569
-231 833
-554 894
-64 747

VIII. Net cash flows from investing activities 
1 308 403
401 730
353 371
112 196

IX. Net cash flows from financing activities 
496 307
-68 882
134 042
-19 238

X. Net cash flows, total
-249 859
101 015
-67 481
28 212

XI. Total assets 
19 379 691
19 738 920
4 833 926
5 842 856

XII. Amounts due to the Central Bank
0
140 150
0
41 485

XIII. Amounts due to other financial institutions
1 891 561
2 510 655
471 817
743 171

XIV. Amounts due to clients and public sector
12 996 777
14 114 365
3 241 819
4 177 949

XV. Equity
1 592 752
1 353 794
397 284
400 732

XVI. Share capital
849 182
424 591
211 814
125 682

XVII. Number of shares
849 181 744
424 590 872
849 181 744
424 590 872

XVIII. Book value per share  (in PLN / EUR)
1,88
3,19
0,47
0,94

XIX. Diluted book value per share (in PLN / EUR)
-
-
-
-

XX. Capital adequacy ratio
10,39
9,05
10,39
9,05

XXI. Profit (loss) per ordinary share (in PLN / EUR)
0,34
-0,27
0,09
-0,07

XXII. Diluted profit (loss) per ordinary share (in PLN / EUR)
-
-
-
-

XXIII. Dividends declared or paid out per ordinary share (in PLN / EUR)
-
-
-
-

CONSOLIDATED BALANCE SHEET






30.06.2002         end of quarter /                           2002
31.03.2002         end of prior quarter /                           2002
30.06.2001         end of quarter /                           2001
31.03.2001          end of prior quarter /                           2001

Assets





I. Cash and balances with the Central Bank
219 650
264 767
439 413
331 847

II. Debt securities eligible for rediscount at the Central Bank
19 995
12 390
25 456
37 330

III. Amounts due from other financial institutions
1 312 952
1 965 837
3 025 934
2 981 403

1. Current
1 109 954
1 807 050
2 829 411
2 790 502

a) current account
36 494
43 618
190 373
54 125

b) other short-term receivables
1 073 460
1 763 432
2 639 038
2 736 377

2. Term
202 998
158 787
196 523
190 901

IV. Amounts due from clients
9 403 719
8 553 644
7 132 934
7 328 879

1. Current
4 482 990
4 449 422
3 701 087
3 821 528

a) current account
1 278 792
1 063 882
809 762
673 891

b) other short-term receivables
3 204 198
3 385 540
2 891 325
3 147 637

2. Term
4 920 729
4 104 222
3 431 847
3 507 351

V. Amounts due from public sector
436 532
404 991
265 906
245 628

1. Current
60 457
59 502
54 289
46 602

a) current account
16 888
10 821
13 503
7 565

b) other short-term receivables
43 569
48 681
40 786
39 037

2. Term
376 075
345 489
211 617
199 026

VI. Amounts due from reverse repo transactions 
0
0
0
0

VII. Debt securities
4 052 023
4 814 728
5 694 561
5 590 083

VIII. Amounts due from subordinated entities consolidated using the equity method
266 333
109 304
3 206
3 305

1. Subsidiaries
1 502
0
0
0

2. Co-owned subsidiaries
0
0
0
0

3. Affiliated companies
264 831
109 304
3 206
3 305

IX. Shares in subsidiaries consolidated using the equity method
0
0
0
0

X. Shares in co-owned subsidiaries consolidated using the equity method
0
0
0
0

XI. Shares in affiliated companies consolidated using the equity method
369 285
358 141
270 620
0

XII. Shares in other entities
34 757
37 966
80 203
1 144 183

XIII . Other securities and financial assets
125 896
61 968
0
0

XIV. Intangibles, including
242 114
250 939
334 974
443 011

 - goodwill
0
0
0
0

XV. Goodwill in subordinated items
788 472
799 736
833 527
0

XVI. Tangible fixed assets
705 167
732 840
757 793
691 825

XVII. Other assets
444 582
287 548
419 285
416 773

1. Acquired assets for resale 
8 293
8 905
9 255
1 386

2. Inventories
409
483
2 410
281

3. Other
435 880
278 160
407 620
415 106

XVIII. Prepayments and accrued income
958 214
820 378
455 108
422 246

1. Deferred income tax
557 218
380 091
36 735
35 309

2. Other
400 996
440 287
418 373
386 937

Total assets
19 379 691
19 475 177
19 738 920
19 636 512

Liabilities and Equity





I. Amounts due to the Central Bank
0
0
140 150
0

II. Amounts due to other financial institutions
1 842 918
1 889 841
2 380 736
2 434 556

1. Current
1 292 912
682 663
983 346
841 415

a) current account
65 679
73 181
41 735
40 486

b) other current
1 227 233
609 482
941 611
800 929

2. Term
550 006
1 207 178
1 397 390
1 593 141

III. Amounts due to clients
11 861 353
12 809 776
12 986 534
12 614 127

1. Current
10 742 819
11 642 038
12 894 554
12 527 973

a) current account, including:
2 729 723
1 829 419
1 786 039
1 522 488

- savings
0

0


b) other current, including:
8 013 096
9 812 619
11 108 515
11 005 485

- savings
0

0


2. Term, including:
1 118 534
1 167 738
91 980
86 154

- savings
0

0


IV. Amounts due to public sector
1 135 261
878 332
1 127 235
1 253 534

1. Current
1 135 170
878 262
1 127 024
1 253 316

a) current account
554 891
418 248
531 864
503 561

b) other current
580 279
460 014
595 160
749 755

2. Term
91
70
211
218

V. Liabilities arising from securities sold with repurchase clause (repo transactions)
0
0
0
39 788

VI. Liabilities in respect of debt securities issues
236 150
281 275
171 923
313 173

1. Current
86 450
143 551
149 523
290 773

2. Long-term
149 700
137 724
22 400
22 400

VII. Other liabilities in respect of financial instruments
64 372
62 325
0
0

VIII. Amounts due to the subordinated entities consolidated using the equity method
48 806
37 936
130 515
330

1. Subsidiaries
131
0
0
0

2. Co-owned subsidiaries
0
0
0
0

3. Affiliated companies
48 675
37 936
130 515
330

IX. Special funds and other liabilities
770 076
289 018
610 252
589 613

X. Accrued and suspended cost and income 
676 986
583 115
568 091
526 808

1. Accruals
199 498
84 363
154 636
129 733

2. Negative goodwill
0
0
0
0

3. Other deferred and suspended income
477 488
498 752
413 455
397 075

XI. Negative goodwill of subordinated entities
6 258
8 978
11 691
15 669

XII. Provisions
829 289
803 962
265 936
277 885

1. Deferred corporate income tax
497 048
392 438
137 823
129 098

2. Other
332 241
411 524
128 113
148 787

a) current
9 226
199 128
22 901
95 837

b) long-term
323 015
212 396
105 212
52 950

XIII. Subordinated liabilities
321 728
293 490
0
0

XIV. Minority interest
0
0
3 754
3 801

XV. Share capital
849 182
849 182
424 591
424 591

XVI. Unpaid capital (negative value)
0
0
0
0

XVII. Treasury stock (negative value)
-80 921
-80 921
-80 921
-80 921

XVIII. Supplementary capital
755 432
759 100
566 273
542 212

XIX. Revaluation reserve
61 146
77 004
31 152
31 138

XX. Other reserve capital
143 690
145 616
665 187
831 032

XXI. FX differences on subordinated entity calculations
0
0
0
0

1. Positive FX differences
0
0
0
0

2. Negative FX differences
0
0
0
0

XXII. Retained earnings (loss carried forward)
-261 735
-259 970
-239 094
-117 847

XXIII. Net profit (loss)
119 700
47 118
-25 085
-62 977

Total Liabilities and Equity
19 379 691
19 475 177
19 738 920
19 636 512







Capital adequacy ratio
10,39
11,13
9,05
10,67







Book value
1 592 752
1 546 107
1 353 794
1 582 897

Number of share
849 181 744
849 181 744
424 590 872
424 590 872

Book value per share (in PLN)
1,88
1,82
3,19
3,73







Diluted number of shares
-
-
-
-

Diluted book value per share (in PLN)
-
-
-
-

CONSOLIDATED OFF-BALANCE SHEET ITEMS






30.06.2002         end of quarter /                           2002
31.03.2002         end of prior quarter /                           2002
30.06.2001         end of quarter /                           2001
31.03.2001          end of prior quarter /                           2001

I. Contingent liabilities:
4 538 828
4 256 328
2 723 660
2 662 721

1. granted:
3 809 144
3 520 033
2 517 871
2 416 795

a) financial
3 246 286
3 096 868
2 091 134
1 949 575

b) guarantees
562 858
423 165
426 737
467 220

2. received:
729 684
736 295
205 789
245 926

a) financial
3 891
5 005
18 796
20 488

b) guarantees
725 793
731 290
186 993
225 438

II. Liabilities in respect of sale/purchase transactions
20 151 568
17 724 652
13 714 519
10 564 063

III. Other, including:
4 103 398
3 025 683
1 774 852
2 079 128

-other
4 103 398
3 025 683
1 774 852
2 079 128

Total off-balance sheet items
28 793 794
25 006 663
18 213 031
15 305 912

CONSOLIDATED PROFIT AND LOSS ACCOUNT
2 quarter /                           2002
2 quarters /                           2002
2 quarter /                           2001
2 quarters /                           2001


 from 1.04.2002                to 30.06.2002
from 1.01.2002                to 30.06.2002
 from 1.04.2001                to 30.06.2001
from 1.01.2001                to 30.06.2001

I. Interest income
504 834
1 042 279
708 207
1 381 382

II. Interest cost
302 884
684 020
535 174
1 094 415

III. Net interest income(I-II)
201 950
358 259
173 033
286 967

IV. Commission income 
67 320
134 864
62 715
123 863

V. Commission cost
22 216
42 953
15 449
28 748

VI. Net commission income  (IV-V)
45 104
91 911
47 266
95 115

VII. Net revenues from the sale of products, goods and materials
0
0
0
0

VIII. Cost of products, goods and materials sold
0
0
0
0

IX. Cost of sales
0
0
0
0

X. Net income on sales (VII-VIII-IX)
0
0
0
0

XI. Income from shares, other securities and other financial variable-income instruments 
0
42
8 807
11 346

1. from subsidiaries
0
0
3 409
3 471

2. from co-owned subsidiaries
0
0
0
0

3. from associated companies
0
0
0
0

4. from other entities
0
42
5 398
7 875

XII. Result on financial operations
60 898
128 215
-13 807
65 484

XIII. Foreign exchange result
21 390
34 288
7 826
20 276

XIV. Result on banking operations
329 342
612 715
223 125
479 188

XV. Other operating income
26 601
58 590
135 202
185 206

XVI. Other operating cost
41 109
75 477
27 320
79 952

XVII. General and administrative expenses
238 979
451 476
205 736
424 103

XVIII. Depreciation of tangible fixed assets and intangibles
32 387
65 727
36 701
70 091

XIX. Provisions and revaluation reserve 
110 786
260 134
182 107
307 275

1. Specific provisions and General Banking Risk Reserve created
110 786
260 134
170 549
295 717

2. Revaluation of financial assets
0
0
11 558
11 558

XX. Provisions and revaluation reserve (released)
80 323
198 214
97 445
165 384

1. Specific provisions and General Banking Risk Reserve released
80 323
198 214
97 445
165 384

2. Revaluation of financial assets
0
0
0
0

XXI. Net provisions and revaluation reserve (XIX - XX)
30 463
61 920
84 662
141 891

XXII. Operating profit
13 005
16 705
3 909
-51 642

XXIII. Net extraordinary gains (losses)
-18
-28
734
1 755

1. Extraordinary gains
0
1
3 024
9 087

2. Extraordinary losses
18
29
2 290
7 332

XXIV. Goodwill write-off in subordinated entities
11 264
22 528
22 556
22 556

XXV. Negative goodwill write-off in subordinated entities
4 441
7 006
2 636
5 422

XXVI. Profit (loss) before income tax
6 164
1 155
-15 277
-67 021

XXVII. Income tax
-34 357
-54 999
-648
10 524

1. current
27 243
74 089
-7 996
14 251

2. deferred
-61 600
-129 088
7 348
-3 727

XXVIII. Other obligatory charges against profit (increases in loss)
0
0
0
0

XXIX. Share in net profit (loss) of subordinated companies consolidated under the equity method
32 061
63 546
52 473
52 390

XXX. Minority (profit) loss
0
0
47
69

XXXI. Net profit (loss)
72 582
119 700
37 892
-25 085







Net profit (loss) (annualized)
-
209 080
-
-108 659

Weighted average number of ordinary shares
-
612 066 308
-
402 966 201

Profit (loss) per ordinary share (in PLN)
-
0,34
-
-0,27

Weighted average diluted number of ordinary shares
-
-
-
-

Diluted profit (loss) per ordinary share (in PLN)
-
-
-
-

CHANGES IN CONSOLIDATED EQUITY 
2 quarter /                           2002
2 quarters /                           2002
2 quarter /                           2001
2 quarters /                           2001


 from 1.04.2002                to 30.06.2002
from 1.01.2002                to 30.06.2002
 from 1.04.2001                to 30.06.2001
from 1.01.2001                to 30.06.2001

I. Equity at the beginning of the period (Opening Balance)
1 537 129
1 485 269
1 567 228
1 630 234

a) changes in accepted accounting principles (policy)
2 457
28 556
27 893
27 893

b) fundamental error corrections 
0
0
0
0

I.a. Equity at the beginning of the period (Opening Balance), after adjustments to comparative data
1 539 586
1 513 825
1 595 121
1 658 127

1. Share capital at the beginning of the period
849 182
849 182
424 591
424 591

1.1. Changes in the share capital





a) increases (on account of)
0
0
0
0

- share issues
0
0
0
0

-





b) reductions (on account of)
0
0
0
0

- retirement of shares
0
0
0
0

-





1.2. Share capital at the period-end
849 182
849 182
424 591
424 591

2. Due contributions to share capital at the beginning of the period
0
0
0
0

2.1. Change in due contributions to share capital





a) increases (on account of)
0
0
0
0

-





-





b) reductions (on account of)
0
0
0
0

-





-





2.2. Due contributions to share capital at the period-end
0
0
0
0

3. Treasury shares at the beginning of the period
-80 921
-80 921
-80 921
-80 921

a) increases (on account of)
0
0
0
0

-





-





b) reductions (on account of)
0
0
0
0

-





-





3.1. Treasury shares at the period-end
-80 921
-80 921
-80 921
-80 921

4. Supplementary capital at the beginning of the period
759 100
776 889
542 212
541 520

4.1. Changes in supplementary capital





a) increases (on account of)
1 926
2 009
24 061
64 639

   - deconsolidation of BG LEASING S.A. 
0
0
10 990
10 990

   - distribution of profit
0
83
13 068
45 999

   - Banks' merger
0
0
0
7 635

   - other
0
0
3
15

   - transfer from other reserves
1 926
1 926
0
0

b) reductions (on account of)
5 594
23 466
0
39 886

   - loss coverage
5 591
23 466
0
39 886

   - other
3
0
0
0

4.2. Supplementary capital at the period-end
755 432
755 432
566 273
566 273

5. Revaluation reserve at the beginning of the period
77 004
31 147
31 138
30 053

a) changes in accepted accounting principles (policy)
9 812
77 032
0
0

b) fundamental error corrections 





5.a.  Revaluation reserve at the beginning of the period  after adjustments to comparative data
86 816
108 179
31 138
30 053

5.1. Changes in Revaluation reserve





a) increases (on account of)
0
0
17
1 114

   - Bank's merger
0
0
0
1 097

   - deconsolidation of BG LEASING S.A. 
0
0
17
17

b) reductions (on account of)
25 670
47 033
3
15

   - sale and liquidation of fixed assets
0
4
0
0

   - sale of assets
25 670
47 029
0
0

   - transfer to supplementary capital
0
0
3
15

5.2. Revaluation reserve at the period-end
61 146
61 146
31 152
31 152

6. General Banking Risk Reserve at the beginning of the period
44 738
0
171 291
171 291

6.1. Changes in the General Banking Risk Reserve





a) increases (on account of)
0
44 738
119 648
119 648

   - profit distribution
0
44 738
119 648
119 648

-





b) reductions (on account of)
0
0
290 939
290 939

 - utilization for specific provisions and receivables andcreationof provision for interest fromirregular receivables
0
0
290 939
290 939

-





6.2. General Banking Risk Reserve at the period-end
44 738
44 738
0
0

7. Other reserve capital at the beginning of the period
100 878
100 868
659 741
649 380

7.1. Changes in other reserve capital





a) increases (on account of)
0
10
5 446
15 807

   - profit distribution
0
10
5 446
15 793

   - Banks' merger
0
0
0
14







b) reductions (on account of)
1 926
1 926
0
0

   - transfer to supplementary capital
1 926
1 926
0
0

   -





7.2. Other reserve capital at the period-end
98 952
98 952
665 187
665 187

8. FX differences on the calculation of subordinated units





9. Retained profit (loss carried forward) at the beginning of the period





9.1. Retained profit at the beginning of the period
0
0
0
0

a) changes in accepted accounting principles (policy)





b) fundamental error corrections 





9.2. Retained profit  at the beginning of the period, after adjustment to comparable data
0
0
0
0

9.3. Change in retained profit 





a) increases (on account of)
0
0
0
0

- distribution of retained profit





-





b) reductions (on account of)
0
0
0
0

-





-





9.4. Retained profit at the period-end
0
0
0
0

9.5. Loss carried forward at the beginning of the period
-259 970
-256 191
-117 847
-162 081

a) changes in accepted accounting principles (policy)
-7 356
-48 476
27 893
27 893

b) fundamental error corrections 





9.6. Loss carried forward at the beginning of the period, after adjustment to comparable data
-267 326
-304 667
-89 954
-134 188

9.7. Changes in loss carried forward





a) increases (on account of)
5 591
356 298
26
461 336

   - increase on account of previous year profit
0
65 664
0
177 086

   - loss coverage with supplementary capital
5 591
23 466
0
39 886

   - depreciation of capital reserve
0
10 099
0
13 928

   - loss of minority shareholders
0
106
0
61 116

   - eliminated reserves for internal group receivables
0
15 095
0
113 801

   - deconsolidation of BG Leasing S.A. and Eureko Polska Sp. z o.o.
0
98 634
0
0

   - share in profit of associated companies
0
101 466
0
0

   - unrealized profit on inter-group transactions 
0
38 856
0
0

   - other
0
2 912
26
55 519

b) reductions (on account of)
0
313 366
149 166
566 242

   - transfer of previous year loss
0
221 390
0
230 154

   - unrealized profit on internal group transactions
0
0
0
101 634

   - consolidated goodwill write-off
0
45 084
0
11 672

   - distribution of profit
0
44 831
149 166
192 444

   - Banks' merger
0
0
0
8 745

   - other 
0
2 061
0
21 593

9.8. Loss carried forward at the period-end
-261 735
-261 735
-239 094
-239 094

9.9. Retained profit (loss carried forward) at the period-end
-261 735
-261 735
-239 094
-239 094

10. Net result
72 582
119 700
37 892
-25 085

a) net profit
72 582
119 700
37 892
0

b) net loss
0
0
0
-25 085

II. Equity at the period-end (Closing Balance)
1 586 494
1 586 494
1 342 103
1 342 103

III. Equity after the proposed profit distribution (loss coverage) is taken into account





CONSOLIDATED CASH FLOWS
2 quarter /                           2002
2 quarters /                           2002
2 quarter /                           2001
2 quarters /                           2001


 from 1.04.2002                to 30.06.2002
from 1.01.2002                to 30.06.2002
 from 1.04.2001                to 30.06.2001
from 1.01.2001                to 30.06.2001

A. Cash Flow from operating activities - direct method





I. Inflows
0
0
0
0

1. Interest





2. Commission





3. Sales





4. Other inflow from operations





II. Expenses
0
0
0
0

1. Interest





2. Commission





3. Deliveries and services





4. Salary





5. Insurance and other benefits





6. Other general and administration cost





7. Taxes and public fees





8. Other operating expenses





III. Net cash flow from operating activities (I - II) - direct method
0
0
0
0







A. Cash Flow from operating activities - indirect method





I. Net profit (loss) 
72 582
119 700
37 892
-25 085

II. Total adjustments:
-876 081
-2 174 269
-635 727
-206 748

1. Minority profit (loss)
0
0
-47
-69

2. Share in net (profit) loss of subordinated entities consolidated with the equity method
-32 061
-63 546
-52 473
-52 390

3. Depreciation, including:
39 210
81 249
56 621
87 225

- write-off of  goodwill of subordinated entities and negative goodwill of subordinated entities
6 823
15 522
19 920
17 134

4. (Profit) loss on FX differences
33 982
63 935
-33 605
-55 236

5. Interest and share in profit dividend
29 418
58 952
64 272
70 643

6. (Profit) loss from investing activities
-501
-32
7 060
13 231

7. Changes in reserve
24 146
294 264
224
-52 103

8. Changes in inventories
74
674
-2 129
-2 226

9. Changes in debt securities
-141 502
-498 957
-1 022 697
-898 820

10. Changes in amounts due from other financial institutions
506 878
76 033
150 535
-977 117

11. Changes in amounts due from clients and public sector
-834 458
-1 295 905
-323 157
-470 866

12 . Changes in amounts due from reverse repo transactions 
0
0
0
0

13. Changes in shares, other securities and other financial assets
-13 164
2 029
-3 204
7 263

14. Changes in amounts due to other financial institutions
-2 767
-162 604
419 840
638 839

15. Changes in amounts due to clients and public sector
-691 929
-639 460
246 373
1 617 032

16. Changes in liabilities arising from securities sold with repurchase clause (repo transactions)
0
0
-39 788
0

17. Changes in liabilities in respect of debt securities issues
-61 320
-83 500
-141 250
-128 161

18. Changes in other liabilities
308 718
422 311
137 658
67

19. Changes in accruals
-22 702
-471 055
-7 663
18 707

20. Changes in deferred and suspended income
-19 315
41 240
23 189
90 127

21. Other adjustments
1 212
103
-115 486
-112 894

III. Net cash flow from operating activities (I +/- II) - indirect method
-803 499
-2 054 569
-597 835
-231 833







B.Cash Flow from investing activities





I. Inflows
847 158
1 373 226
946 341
459 037

1. Sale of shares in subsidiaries
0
0
6 205
6 205

2. Sale of shares in co-owned entities
0
0
0
0

3. Sale of shares in affiliated companies
0
0
156
156

4. Sale of shares in other entities, other securities and other financial assets
845 940
1 371 572
938 962
415 496

5. Sale of intangibles and tangible fixed assets
1 218
1 654
1 018
37 180

6. Sale of investments in real property and intangibles
0
0
0
0

7. Other investment inflows
0
0
0
0

II. Expenditures
33 430
64 823
45 344
57 307

1. Purchase of shares in subsidiaries
1 700
1 700
400
400

2. Purchase of shares in co-owned entities
0
0
0
0

3. Purchase of shares in affiliated companies
0
0
0
0

4. Purchase of shares in other entities, other securities and other financial assets
0
0
0
24

5. Purchase of intangibles and tangible fixed assets
21 593
51 001
43 427
50 872

6. Investments in real property and intangibles
1 501
2 961
1 517
6 011

7. Other investment outlays
8 636
9 161
0
0

III Net cash flow from investing activities (I - II)
813 728
1 308 403
900 997
401 730







C. Cash Flow from financing activities





I. Inflows
0
764 264
0
0

1. Long-term loans incurred from other banks
0
0
0
0

2. Long-term loans incurred from financial institutions other than banks
0
0
0
0

3. Issue of debt securities
0
0
0
0

4. Increase in the subordinated debt balance
0
0
0
0

5. Net inflows from share issues and additional contributions to capital
0
764 264
0
0

6. Other financing inflows
0
0
0
0

II. Expenditures
43 182
267 957
62 511
68 882

1. Repayment of long-term loans to other banks
0
218 358
0
0

2. Repayment of long-term loans to financial institutions other than banks 
0
0
0
0

3. Redemption of debt securities
0
0
0
0

4. For other financing liabilities
0
0
0
0

5. Payment of liabilities under financial leasing contracts
0
0
0
0

6. Decrease in the subordinated debt balance
0
0
0
0

7. Dividends and other payments to owners
0
0
0
0

8. Dividends and other profit distributions paid to minority shareholders
0
0
0
0

9. Profit distributions other than payments to owners
0
0
0
0

10. Purchase of treasury shares
0
0
0
0

11. Other financial expenditures
43 182
49 599
62 511
68 882

III. Net cash flow from financing activities (I - II)
-43 182
496 307
-62 511
-68 882







D. Net cash flow, total (A.III +/- B.III +/- C.III)
-32 953
-249 859
240 651
101 015

E. Balance sheet changes in cash, including:
-32 953
-249 859
240 651
101 015

- change in cash balance resulting from FX differences





F. Cash at the beginning of the period
264 767
481 673
351 000
490 636

G. Cash at the period-end (F+/- D), including:
231 814
231 814
591 651
591 651

- of limited disposal





NOTES TO THE CONSOLIDATED QUARTERLY REPORT OF THE BIG GROUP 

FOR THE 2ND QUARTER OF 2002

The Management Board of BIG Bank GDAŃSKI SA (“the Bank”) hereby announces that, in the first semester of the financial year of 2002 (January 1 to June 30, 2002), it has generated consolidated net profit of PLN 119.7 million, whereas loss of PLN –25.1 million was recorded in the comparable period of 2001.

The consolidated return on equity (ROE) for the Group was 15.6% for the period, which compares to a negative result in the homologous period in 2001. Return on total assets (ROA) of the BBG Group was 1.24%. Earnings per share (EPS) in the first six months of this year were PLN 0,34.

Profitability Indicators
30 Jun 01
30 Jun 02

Net Profit (PLN million)
- 25.1
119.7

ROE
n.a.
15.6%

ROA
n.a.
1.24%

EPS (*)
n.a.
PLN 0.28

EPS (**)
n.a.
PLN 0.34

(*) Calculated according to the annualised semi-annual profit

(**) Calculated according to the profit for the most recent 12 months

Activity of the Group in the first six months of 2002 was focused on reaching the targets assumed for the restructuring program, and particularly in what concerns efficient migration of customers to our centralised platform, extension of our offer of financial products and services and on the effort to constantly improve our quality of service levels. Despite the weak macroeconomic environment, the Group managed to achieve satisfactory results, in particular in terms of net profit, which in these six months exceeds the Group’s income for the entire previous year by 86%.

Factors and events affecting the financial results 

The Polish accounting rules changed on January 1st, 2002. To make the statements a meaningful basis for comparison, adjustments were made by shifting swap operations from profit on financial operations to interest income and interest expenses, and by moving fixed assets from leasing operations to receivables. With reference to the recognition of changes in fair value of securities available for sale the Bank adopted guidelines given by International Accounting Standards in compliance with the USGAAP
 and draft amendment of Ordinance to the PAS
 issued by the Ministry of Finance. 

The consolidated net interest income in the period under analysis reached PLN 358.3 million, which represents 24.8% growth over the PLN 287.0 million accounted in the first half of 2001. This favourable evolution was strongly influenced by the increase in the transformation ratio (reflecting the degree, to which loans are financed with deposits) and by the results of a pricing policy aimed to protect the erosion of the net interest margin. The net interest margin increased to 4.62%, which represents more 87 basis points over the values of the homologous period of the previous year.

Operating Indicators
30 Jun 01
30 Jun 02

Net Interest Margin (*)
3.75%
4.62%

Loans to Customers / Deposits from Customers
52.4%
75.8%

Operating Costs / 

Result on banking activities  (**)
96.6%
79.1%



(*) Net Interest / Average Interest Earning Assets

(**) Staff cost, Other Administrative costs and Depreciation / Results on Banking Activity (including  the income from consolidation of PZU share of profit).

Other non interest income, amounted to PLN 162.5 million, which represents increase of 57% over the total amount accounted in the homologous period of last year (PLN 97.1 million). Foreign exchange results of PLN 34.3 million also marked a significant improvement of 69% in the period under analysis over the PLN 20.3 million accounted in first semester of 2001

In the first half of 2000, net commission income totalled PLN 91.9 million, as compared to PLN 95.1 million at the end of the second quarter of 2001 (-3.4%). Although the net commissions evolution shows slight decrease, the Group accounted PLN 134.9 million of commission income as at June 30, 2002, representing an increase of 9% over the homologous period of last year. However, this net evolution was adversely affected by an significant increase in commissions paid to intermediaries in the consumer credit business, which increased from PLN 5.3 millions as at June 30, 2001 to PLN 16.4 million at the end of the first half of 2002. This fact is linked to the important growth of loans granted through external operators with a strong positive impact on the net interest income. 

The result on banking operations in the first half of 2002 was PLN 612.7 million as compared to PLN 479.2 million. This meant an increase in the result on banking operations by PLN 133,5 million, i.e. 28%. 

Operating costs (staff costs, other administrative expenses and depreciation) amounted to PLN 517.2 million, which represents an increase of 4.7% over the PLN 494.2 million posted in the first semester of 2001.

On June 30, 2002, the Group posted PLN 211.9 million of staff cost, which represents a decrease of 1.5% over the PLN 215.2 million accounted in the homologous period of 2001. This evolution reflects already some impact of the restructuring process of the Bank, which also includes the employment rationalisation program. 

Other administrative costs increased by 14.7%, from PLN 208.9 million accounted at the end of the first half of 2001 to PLN 239.6 million as at June 30, 2002. This change was affected by the already mentioned impact of the non-recurring costs related to migration of clients and operations to the new IT system.

Efficiency has shown improvement in the first semester of 2002, as cost to income
 stood at 79.1%, which represents a decrease of 17.5 b.p. when compared with the 96.6% presented in the homologous period of 2001. We may expect that the full implementation of the Bank’s restructuring plan, in particularly regarding the migration of BBG branches to Millennium, will continue its positive impact on this indicator.

Net provisions in the first half of 2002 reached PLN 61.9 million, which compares with PLN 141.9 million in the first six months of 2001, representing a decrease of PLN 80.0 million. The lower provision level was influenced by the Bank’s introduction of a new approach to valuation of collateral, which was caused by the deteriorating macroeconomic conditions, resulting in the creation of significant provisions in 2001.

The Group’s net profit of 119,7 million PLN includes a positive effects of PLN 55.0 million  resulting the settlement of tax due in connection with specific provisions for credit receivables set up in the earlier accounting periods, which had not been captured as tax deductible cost in those periods. These provisions became tax deductible as the respective receivables became uncollectable.

Total Assets stood similarly at the same level as in the first semester of 2001. However a significant change occurred in the Balance Sheet structure as the ratio of transformation of deposits in credit evolved from 52.4% to 75.8% in the period and also through improvement of net interest margin in a situation of comfortable liquidity.

Loans to customers totalled PLN 9,845 million as at June 30, 2002, that is 33% above the amount of loans granted to customers as at June 30, 2001 of PLN 7,402 million.

This continuous dynamic growth of both Corporate and Individual business areas results from the specialisation achieved with the implementation of the new segmentation approach supported by modern technologies of credit risk assessment and by enhancement of the focus on fast-growing mortgage business. It is important to underscore increase of the share of loans to individuals in total loans, which evolved in the period from 22% as at June 30, 2001 to 28% in the end of the first six months of 2002.
Total deposits from customers stood at PLN 12,997 million at the end of the first half of 2002, as compared with PLN 14,114 million as at June 30, 2001. This evolution was influenced by the Bank’s decision to implement in the last quarter of 2001 a pricing policy aimed to protect the commercial spreads, which had visible impact on the net interest income. 

However, as regards Clients’ funds under management of the Group, applied in tailored financial products and mutual funds
, the balance evolved from PLN 1,604 million in the end of the first semester of 2001 to PLN 1,780 million in the end of the first half of 2002, thus a growth of 11%. 

Own capital of BIG Group totalled PLN 1,861 million as at June 30, with capital adequacy ratio as at the same date standing at 10.4%.

Activity Indicators 

(PLN millions)
30 Jun 01
30 Jun 02
Change

2002 / 2001

Total Assets
19 739
19 380
-1.8%

Total Clients’ Funds (*)
15 719
14 777
-6.0%

Total Deposits from Customers
14  114
12 997
-7.9%

Total Loans to Customers (**)
7 402
9 845
33.0%

Own Funds (***)
1 342
1 861
38.7%


(*)  Clients’ funds include deposits, mutual funds and treasury products 

(**)Loans to Customers as at June 30, 2001 were adjusted by leasing 


(***)Shareholders Equity + Subordinated Debt

Irregular loans at the Bank level accounted for 20.5% of total loans at the end of June 2002 (20.4% at the end of the same period of 2001), according to NBP regulations, or to 12.6%, according to the timeliness of debt service (9.4% at first half of 2001). 

Following the adoption of a more conservative policy for collateral valuation, in the second quarter of 2002 the Bank increased specific credit provisions. The purpose of these actions was to increase balance sheet strength. 

The Bank assumes that general risk provisions would cover the target of 1.5% of the corporate loan portfolio and 2.5% of the retail loan portfolio. 

As a result of that, the Bank shows an important improvement of provision coverage: 46.2% as at June 30, 2002, as compared with the 36.1% shown in the end of the first half of last year.
Loan Quality Indicators
30 Jun 01
31 Dec 01
31 Mar 02
30 Jun 02

According to NBP regulations

   Irregular loans / Total Loans

    Provisions / Irregular loans
20.4%

36.1%
20.8%

51.9%
22.5%

40.9%
20.5%

46.2%

According to international rules

    Irregular loans / Total Loans

    Provisions / Irregular loans
9.4%

78.2%
13.9%

77.7%
11.8%

77.7%
12.6%

75.2%

The Bank assumes that the implementation in 2001 of a totally redesigned credit decision system for each of the areas of business (corporate, small business, retail Clients), will lead to future improvement of these ratios. 

Share price

As at June 29, 2002, the Bank’s shares closed at PLN 3.18 at the Warsaw Stock Exchange, representing a market capitalisation of PLN 2.7 billion. The stock price in the end of the first quarter of 2002 reflects an upward trend and shows 15.6% increase related to the share price in the end of 2001. The growth compares favourably to the whole market, since for the same period of time WIG grew by only 1,4%.

Conclusions

In the first half of 2002 the BBG Group has almost completed the restructuring of its commercial platform to service individual Clients. As of August 2002, thanks to the implementation of the new IT platform and the transfer of the customer’s account and its servicing all individuals will be managed in the single Millennium systems. 

Simultaneously, the segmented and modernised commercial areas continued to develop their business, conquering new Clients and expanding its offer by mutual funds, new modalities of mortgage loans, and different cross selling initiatives showing the continuity of the Bank’s dynamics.

In the near future, with the end of the transformation process, the Group will be able to benefit from the efficiency improvements at the banking operation costs level and headcount evolution, that are projected to become significantly higher after the transformation is completed.

The Bank is consistently implementing the necessary actions to build a modern institution, able to compete for a leading position among the main competitors in the domestic financial market, and obtain a sustained growth of business, cost synergies and of profitability indicators.

ADDITIONAL INFORMATION

I. RULES APPLIED TO DRAWING UP THE CONSOLIDATED QUARTERLY REPORT

This report includes consolidated financial data of the BIG Bank GDAŃSKI S.A. Group, presented in the form of a balance sheet, profit and loss account, cash flow statement and the table of equity changes prepared as of June 30, 2002, in line with the Ordinance of the Council of Ministers dated October 16, 2001 on current and periodic information provided by security issuers as later amended. 

The information was prepared according to “Accounting principles binding in the BIG Group, which are described in detail in the consolidated annual report of the BIG Group as of December 31, 2001, published on February 25, 2002.

This year, certain changes were introduced to the accounting principles, which was a consequence of the introduction of the amended accounting act and ordinances issued by the Minister of Finance in December 2001, which constituted executive regulations to this act.

Changes introduced on January 1, 2002, which had the greatest impact on the financial statement, concerned the valuation and presentation of financial assets and liabilities and leasing operations.

The result of the implementation of new accounting standards was reflected in the change of the opening balance of consolidated equity as of January 1, 2002, which was presented in the table of equity changes. The following adjustments were made:

· change in the opening balance of the revaluation capital resulting from including the valuation of assets available for sale was PLN 77,032 thousand (increased capital),

· change in the opening balance of net uncovered losses on account of the valuation of financial assets held for trading was PLN -33,856 thousand (increased loss),

· change in the opening balance of net uncovered losses on account of changes in accounting principles for leasing operations (operating leasing changed into financial leasing) – PLN 14,620 thousand (increased loss).

Since January 1, 2002, the BIG Group has accepted the following rules for valuating and posting financial assets and liabilities:

1. Assets and liabilities held for trading – this group includes instruments purchased to obtain benefits in result of short-term price fluctuations. On the balance sheet date, these instruments are valuated at their fair value, and the result of the valuation is posted as result on financial operations.

2. Assets held until maturity – this group consists of instruments, which the Group intends and is able to hold until their redemption. Assets held until maturity are valuated using the depreciated cost method, taking into account write-offs on account of permanent loss of value.

3. Credit and loans and other own receivables encompass all credit and loans granted and other own receivables of the BIG Group except for those, which were granted with the intent of immediate sale and are classified as assets held for trading. These assets are valuated according to separate regulations, and particularly the Ordinance of the Ministry of Finance dated 10 December on rules for provisioning risk related to the operation of banks,

4. Assets available for sale – this group encompasses financial assets, which are not allocated to categories listed in items 1-3. Assets available for sale are valuated according to the fair value, and the revaluation result is posted as revaluation capital for the entire period the asset is held. In the event of a permanent value loss of assets classified to this group, write-offs are posted to the profit and loss account. Regarding the changes in the fair value of securities available for sale, the Group accepted principles specified in International Accounting Standards, according to US GAAP and draft ordinance of the Minister of Finance, amending the ordinance on specific bank accounting rules.

Since January 1, 2002, capitalised interest on receivables classified as regular is posted as interest income (by the end of the previous year, capitalised interest on both regular and irregular receivables were not posted in the profit and loss account until actually paid), and interest on “watch” receivables are suspended in the balance sheet as income reserved until paid (by the end of 2001, they were posted in the profit and loss account on the accrual basis).

The following rates were used to calculate the EURO values:

· for balance sheet items: 4.0091 PLN/EURO, FX rate dated June 30, 2002 (for comparable data: 3.3783 PLN/EURO),

· for profit and loss account items for the 1st half of the year: 3.7026 PLN/EURO, FX rate calculated as the average from rates recorded at the end of January, February, March, April, May and June 2002 (3.5806 PLN/EURO for comparable data).

II. BIG CAPITAL GROUP STRUCTURE

BIG Bank GDAŃSKI S.A. is the dominating entity in the BIG Group. Other entities comprising the BIG Capital Group, consolidated in the financial statement as of June 30, 2002, include:

Entity
Line of business
Consolidation method

BEL Leasing Sp. z o.o.
leasing services
full

PTE BIG BG S.A.
pension fund management
full

Dom Maklerski BIG BG S.A.
brokerage services
full

Forin Sp. z o.o.
factoring services
full

Forinwest Sp. z o.o.
management of third parties
full

BBG FINANCE B.V.
financing Group companies
full

BIG BG INWESTYCJE S.A.
financial operations on the capital market and consulting
full

BET Trading Sp. z o.o.
financial operations on the treasury debt market
full

DEBT Services Sp. z o.o.
financial operations on the treasury debt market 
full

INEC Services Sp. z o.o.
financial operations on the capital market and consulting
full

TBM Leasing Sp. z o.o. 
financial operations on the capital market and consulting
full

Millennium TFI S.A.
investment fund creation and management 
full

Additionally, due to the fact that the BIG Group is a major investor in other business entities, if their scale of operations is considerable (as compared to the BIG Group) or if the exposure to the company is important for the group in any other way, then stakes held in such entities are valuated using the equity method in the consolidated statement. As of June 30, 2002, this method was applied to the following entities:

1. PZU S.A.

2. Prolim S.A.

3. BESTA Sp. z o.o.

For affiliates, which are held for trading, the scale of operations is marginal as compared to the entire BIG Group – in the consolidated statement, exposure towards such entities is posted at their purchase price adjusted by permanent value loss write-offs.

In the 1st half of 2002, the following changes took place in the BIG Group structure:

· due to the initiation of its operational activities, Millennium TFI S.A. has been consolidated using the full consolidation method since January 1, 2002,

· due to the increasing scale of operations, and extending scope of co-operation with BIG Group entities, shares of Prolim S.A. held in the portfolio of the BIG Group have been valuated according to the equity method since the beginning of 2002.

· BIG Bank GDAŃSKI S.A. purchased from EUREKO B.V. and SOFTBANK S.A. their stakes in BESTA Sp. z o.o. for the total of PLN 1,700 thousand. In result of this transaction, the share of the Bank in voting rights at the Shareholders’ Meeting of Besta Sp. z o.o. is 90.28% (before the transaction its share was 33.33% of votes at the Shareholders’ Meeting)

By virtue of criteria indicated in par. 57 and 58 of the Accounting Act, the following BIG Group entities were not consolidated:










data PLN thousand

Name of the company
Total assets
% *
Notes
Data as of

BIG Bank GDAŃSKI S.A.
19 311 434
-

30.06.2002







Lubuskie Fabryki Mebli S.A.
19 261
0,10%

31.12.2001

Reess Trading Sp. z o.o.
101
0,00%

31.12.2001

Juvenes Invest Sp. z o.o.
46 792
0,24%

31.12.2001

Wilga Las Woda Sp. z o.o
107
0,00%

31.12.2001

DOBI S.A.

0,00%
in liquidation

BG Leasing S.A.

0,00%
in bankruptcy

ACCON Services Sp. z o.o.
304
0,00%

31.12.2001

* - share of the entities’ assets in total assets of BBG S.A.

III. MATERIAL ACHIEVEMENTS AND FAILURES OF THE ISSUER IN THE PERIOD ENCOMPASSED BY THIS REPORT

Implementation of the new IT platform remains one of the most critical objectives of the Bank’s restructuring program. This will facilitate the provision of modern services to clients of all the Bank’s business lines separated according to the new client segmentation approach, i.e.:

· Millennium – the retail banking network

· Millennium Biznes – the small business banking network

· Millennium PRESTIGE – the network serving affluent individual Clients

· Regional Business Centres – servicing large and mid-corporates

· The Central Unit – servicing strategic and large corporate customers

When that decision to unify the IT platform was made, the Bank served corporate clients using the IBIS system, individual clients in classic retail branches using the ZORBA system, and on the ICBS platform, in the newly-established Millennium retail network. 

In mid-2001, the Bank decided to concentrate all its retail operations under the umbrella and using the concept of the Millennium brand. In result, this meant primarily the provision of operating facilities, which would enable the bank to serve individual clients using a unified standard and in real time in all Millennium outlets in Poland.

At the end of the 1st quarter of 2002, the Bank started automatic migration of accounts of clients served by traditional BBG branches to the ICBS platform used by Millennium and extended prior to this activity. At the same time, the transformation process was launched, adjusting classic BIG Bank GDAŃSKI S.A. retail branches to the service standard provided by the Millennium network.

The process of individual customer migration implemented over March – July 2002 was planned in such way so as not to disturb the client’s current co-operation with the Bank. The accounts are migrated automatically, without the clients’ participation, on Saturdays and Sundays 

In result of these activities, as of June 30, 2002:

· 465,000 Client accounts were migrated, which constitutes 74% of the total number of accounts scheduled for migration from March till July 2002,

· 71 branches were fully migrated to the new IT platform, which constitutes 72% of the total number of accounts scheduled for migration from March till July 2002,

Upon the completion of the migration process, the individual clients of Bank will have at their disposal a nation-wide network of branches equipped with the fully centralised system allowing to perform financial transactions based on a uniform offer and Millennium standards binding throughout the country. 

On the day this information is published, the migration process of retail client accounts from the Zorba operating system to the unified ICBS platform was successfully finished. This means that since July 26, 2002, 96% of individual clients of BBG are serviced according to the Millennium service model.

In August 2002, the Bank will start the migration of clients from the IBIS branch system, the BBG IT platform used to service corporate clients. The first pilots indicated that we were ready to start the program, which is to be carried out in August and September 2002.

Simultaneously, the Bank is consistently developing the network of automatic distribution channels substantially complementing services offered by the branches.

As at June 30, 2002, BBG customers have availability to 867 ATMs (of which 405 located inside Millennium branches).

Regarding the Call Centre activity, another of the strategic distribution channels of the Bank, there was an increase of 21.8% in the number of transactions ordered by customers in June 2002 when compared with the homologous performance in 2001.

By the end of June 2002 the corporate customers using the BBG direct banking solution realised 61% of the corporate customers transactions electronically. 

Introduction of the common IT platform for all business lines will facilitate faster implementation of cross selling - one of the key assumptions for the Bank’s new commercial strategy. Even now Millennium TFI, which has been authorised to offer participation units in open-end pension funds through BBG branches since February 2002, achieved so far PLN 151.7 million of assets under management at the end of June 2002 due to the cross selling effort in the Bank’s branch network. By June 30, 2002, the banking network sold PZU insurance policies to 6,800 clients. At the end of the first semester, the Bank introduced new insurance for VISA and American Express cards, providing the clients with considerable value at a slight price. At the same time, the Millennium Biznes area has developed together with PZU a customised package of insurance products for clients from that segment. The large and mid-corporate segment has finished the implementation of the detailed cross-selling program for leasing and factoring products. As of June 30, 2002, 85% of Forin’s new factoring contracts are sold by the Bank’s network. At the same time, 18% new leasing agreements are concluded via the BBG corporate banking network.
IV. EVENTS WHICH OCCURRED BETWEEN THE DATE OF THE PRESENT REPORT  AND THE DATE OF ITS PUBLICATION

No significant events took place after June 30, 2002 until the publication date, which could materially impact future financial results of the BIG BG S.A. Capital Group.

V. SHAREHOLDERS HOLDING AT LEAST 5% OF THE DOMINANT ENTITIY – BBG S.A. IN THE TOTAL NUMBER OF THE VOTES AT THE SHAREHOLDERS MEETING, 

Data as at the date of the previous consolidated quarterly report – April 18, 2002.

Shareholder


Number of shares 
% participation in the share capital 
Number of votes 
% participation in the votes at the Shareholders Meeting 

Banco Comercial Portugues S.A.
375 924 756
44,27
375 924 756
44,27

EUREKO B.V.
127 258 100
14,99
127 258 100
14,98

Data as at the date of the current consolidated  quarterly report  - August 2, 2002.

Shareholder


Number of shares 
% participation in the share capital 
Number of votes 
% participation in the votes at the Shareholders Meeting 

Banco Comercial Portugues S.A.
392 158 759
46,18
392 158 759
46,18

EUREKO B.V.
169 669 678
19,98
169 669 678
19,98

VI. SPECIFICATION OF CHANGES IN THE STATUS OF THE BBG S.A. SHARES HELD BY PERSONS MANAGING AND SUPERVISING THE BBG S.A.

The Bank does not have information about the changes in the status of the BIG Bank GDAŃSKI S.A. shares held by persons managing and supervising over the period as of the previous consolidated quarterly report.

VII. PROCEEDINGS PENDING IN COURTS 

The major proceedings pending on Court with the participation of the Bank include:

· Case brought by Mr. A. Głodek, against the Bank on August 24, 1994, regarding 14,537,257.57 PLN on account of the damages suffered by the plaintiff, including lost profit, in connection with the operations of the Bank’s former Brokerage House,

· Case brought by Wiktor Jedamski on April 19, 2000, against the Bank, EUREKO B.V. and BCP to determine the invalidity of the BBG share purchase by EUREKO B.V. and BCP. The value of the object of dispute: 53,498,450.00 PLN . 

· Case brought by the Bank on July 22, 1998, against the State Treasury for 65,613,512.20 PLN, on account of the liability of the State Treasury in connection with the purchase by the former Bank Gdański S.A. the receivables due from the health care centre, which contrary to the assurances turned out to be disputable.

· Case brought by Grzegorz Jedamski against the Bank and the State Treasury on November 11, 2000, to determine the invalidity of the purchase of 10% the PZU S.A. shares from the State Treasury. The value of the object of dispute: 1,006,004,295 PLN.

VIII. TRANSACTIONS BETWEEN THE BIG GROUP ENTITIES WHOSE VALUE EXCEEDED 500 000 EURO

Over the period between 1 January to June 30, 2002 all the transactions between the BIG Group entities were concluded on market terms and conditions and resulted from current activities. The exception being the transactions described herein below, which were concluded on market terms and conditions but their unique nature went beyond the frame of current activities:

· On January 4, 2002 the Bank’s Management Board informed – via fax in connection with the internal failure of the Emitent system (the message was communicated electronically on January 7, 2002) – that on January 4, 2002, the Bank purchased from Juvenes Invest Sp. z o.o.- the entity whose sole shareholder is BEL Leasing Sp. z o.o. – the Bank’s subsidiary, the enterprise conducted by Juvenes Invest Sp. z o.o. in the meaning of Art. 55 with index 1 of the Civil Code, for the total price of 44.888.224,10 PLN. The enterprise purchased included in particular the right to perpetual usufruct of the plot located in Warsaw at Al. Jerozolimskie 133 a, and the ownership of the building developed thereon.

· On March 15, 2002 the Bank’s Management Board informed that in the exercise of the pre-emption right the Bank purchased on March 15, 2002, through the mediation of the Brokerage House DM BIG BG S.A., from the Bank’s subsidiaries, FORINWEST Sp. z o.o. ("FORINWEST") and BEL Leasing Sp. z o.o. ("BEL"), the shares of BIG BG Inwestycje S.A. ("BIG Inwestycje") – the Bank’s subsidiary. The Bank purchased a total of 4.775.000 ordinary registered shares at 100 PLN each, including: 1.755.000 shares from FORINWEST and 3.000.000 shares from BEL. 

As a result of the purchase transaction, the Bank holds 6.465.000 shares with the nominal value of 100 each, which represents 61,34% in the share capital of BIG Inwestycje, and 13.300.880 votes and the Shareholders Meeting of BIG Inwestycje, which represents 76,55% votes at the Shareholders Meeting of BIG Inwestycje.         

The other shareholders of BIG Inwestycje are: 

- BEL, with 2.290.000 shares, which represent 21,73% in the share capital of BIG Inwestycje, and 2.290.000 votes at  the Shareholders Meeting of BIG Inwestycje, which represents 13,18 of the votes at WZA BIG Inwestycje, and 

· FORINWEST, with 1.785.000 shares, which represents 16,94% in the share capital of BIG Inwestycje, and 1.785.000 votes at the Shareholders Meeting of BIG Inwestycje, which represents 10,27% of the votes at the Shareholders Meeting of BIG Inwestycje.

· On June 10, 2002 the Bank’s Management Board informed that the Bank (buyer) concluded a preliminary agreement with BET Trading Sp. z o.o. ("BET") – the Bank’s subsidiary, on the sale of 9 000 shares of Forin Sp. z o.o. ("Forin") – the Bank’s subsidiary, with the nominal value of 1000 PLN each, which represent 20,2% of the company’s share capital, for the aggregate 9 000 000 PLN. The final agreement shall be concluded until 31 March 2003.

At the same time the Bank informed that on that day BET (seller) signed with BIG BG Inwestycje S.A. (buyer)- entity in which the Bank has a 63,38% shareholding in the share capital and 78,08% votes in the Shareholders Meeting, a preliminary agreement on the sale of 17 000 shares in Forin with the nominal value of 1000 PLN each, representing 38,2% of the company’s share capital, for the total of 17 000 000 PLN. The final agreement shall be concluded by July 15, 2002.

· On June 28, 2002 the Bank’s Management Board ("Bank") informed that it concluded with TBM Sp. z o.o. ("TBM") – the Bank’s subsidiary – an annex to the programme agreement (about which the Bank informed in the Communiqué No. 2/2001 dated 12 January 2001), on the organisation and servicing of the programme for the issue of bonds by TBM. By virtue of the Annex the value of the bond issue programme is reduced from 250.000.000 PLN to 150.000.000 PLN, i.e. by 100.000.000 PLN. The Bank is underwriting the issue up to 150.000.00 PLN and guarantees the redemption of the bonds up to 150.000.000 PLN. Other provisions of the programme agreement remain unaffected.

IX. INFORMATION ON THE SURETY AND GUARANTEES FOR THE LOAN GRANTED  BY BBG S.A. 

In the 1H 2002 BBG S.A. did not grant to any one entity or subsidiary a surety or the guarantee for the loan with the aggregate value in excess of 10% of the BBG S.A. equity.  

X. INFORMATION ON INCOME TAX 

· Income tax due

Income tax due, burdening the gross financial result, was calculated in compliance with the provisions of the CIT Law dated 15 February 1992. Such heavy burden of the consolidated result for the 1H 2002 with income tax was largely due to the redemption by the State Treasury of bonds converted to receivables, which accounted for the realisation of the cash interest income and also income from SWAP operations, which had an impact on the reduction of the provisions created for the deferred tax.

On the other hand, the Bank took into account in the settlement of the tax the special purpose provisions for credit exposure which become uncollectable as well as the settlement of tax losses noted in previous years, which resulted in the reduction of income tax.

· Deferred income tax 

Pursuant to Art. 37 Sec. 3 of the Law on Accounting the economic entities are obliged to create provisions for the deferred income, in effect of the differences in recognising the income as realised and cost incurred, in compliance with the CIT Law dated 15 February 1992. In view of the above the entities making up the BIG Group (in the light of binding regulations BIG Group is not a tax group) create income tax provisions on a monthly basis taking into account all the transitional differences, with respect to which there is certainty that they will become cot or taxable revenue in the subsequent reporting periods. Such approach allows to evenly burden the gross financial result and guarantees that the expenses of the current financial year shall not affect the financial result attained in the coming years.

Over the period from 1 January to June 30, 2002 the BIG Group entities included in the profit and loss account the dissolution of provisions for deferred income totalling 129 088 thousand PLN.

XI. ADDITIONAL EXPLANATIONS TO FINANCIAL DATA 

· In the consolidated profit an loss account for the period from January 1 – June 30, 2001 re-classification was introduced as compared to the previously published financial data. These changes were made to unify the presentation of financial data for the 1H 2002 and comparable data. In comparison with data published previously in the profit and loss account following changes were made in the areas given herein below for the 1H 2002:

· Leasing activities; the interest part of the lease instalments with the value of 77 450 thousand PLN were separated from the other operational income, and from the result in the item FX differences 12 270 – the above mentioned values were moved to the item „interest income”. Additionally, the value of „depreciation of fixed assets and intangibles” and the item  „other operational income” was decreased by 174 222 thousand PLN which constitutes the value of depreciation  of fixed assets subject to lease

· Derivative instruments; following adjustments were made in connection with the changed posting of income and expenses connected with the derivative instruments: the „result on financial operations” was reduced by 145 485 thousand PLN, and at the same time the interest income and expense was increased by 263 380 thousand PLN and 117 895 thousand PLN respectively.

In the balance sheet as at June 30, 2001 and adjustment consisted in the transfer of the means leased from the item „tangible fixed assets” and „intangibles” to „receivables from the non-financial segment”, the value of the correction is 935 593 thousand PLN and 2 754 thousand PLN respectively.

In the cash flow for the 1H 2001 the re-classification took into account the above mentioned corrections in the balance sheet and the profit and loss account connected with the leasing activities. 

Other changes introduced to comparable data resulted from the changed format of the reports. For this reason, the receivables and liabilities regarding the budget segment were separated (previously they were posted jointly with the receivables/liabilities of the non financial clients) and the item “treasury stock” with negative value was separated in the equity (in the previously published consolidated reports the value of the BIG Group treasury stock decreased  the different equity items).

· It must be noted that financial data comprised in the present report for 2002 include the solvency ratio calculated for the BIG Group, while in the comparable data the solvency ratio was calculated for the dominant entity – BBG S.A. This way of the presentation results from the fact that the obligation (and the methodology) to calculate the consolidated solvency ratio was introduced only since the beginning of this year.

� USGAAP – Unite States General Accepted Accounting Principles.


� PAS – Polish Accounting Standards.


�  Cost to Income ratio includes as income the consolidated share in PZU’s profit. 


� In 2002 the item total loans covers lease receivables, which in 2001 were mirrored in fixed assets. To enable comparison, the result in this item for 2001 was adjusted, to take into account lease receivables.


� Open-end investment funds are managed by Millennium TFI, a subsidiary of the Group, which began operation in 1st Quarter of 2002





