Report of the Supervisory Board

2007 was yet another period of a good co-operation between the Supervisory Board and the Management Board through regular meetings. In the Supervisory Board meetings, all issues important for functioning of the Bank were discussed. The matters addressed by the Supervisory Board were thoroughly prepared by the Management Board on their own initiative; a few things were initiated by the Supervisory Board. Committees of the Supervisory Board handled a range of subjects which had to be advised upon or passed by the full Supervisory Board, the main ones being: monthly, quarterly and annual results, evaluated most frequently against the peer group, risk management, human resources management and assessment of implementation of the projects of significance for the Bank’s growth

General

The Supervisory Board met five times during the year 2007. There was always a quorum at the Supervisory Board meetings, as most of the Members attended all of them. Attendance at the Supervisory Board committee meetings was at the same high level. The Audit Committee held five meetings, while the Compliance and Remuneration Committee met six times.

Supervisory Board meetings

In March, the Supervisory Board familiarised themselves with the preliminary 2006 results, approved the MTP 2007-2009 and KPI's of Management Board Members, accepted the Management Board’s update on the Banking Supervision Inspection’s report and Bank Śląski Centre (CBŚ). 

In April, the Supervisory Board familiarised themselves with Bank results for 2006, examined by external auditors. The results were presented by the Management Board in comparison with the peer group’s ones. The Board also approved draft resolutions for OGSM and the report on the activity of the Board. The Management Board informed the Supervisory Board about the implementation progress of the Projects at the Bank. 

In June, periodic information on the Bank results was given by the Management Board. The Board acknowledged the update on the sector policy towards strategic clients. Retail Banking gave a presentation on the changes in the volume of VIP clients. 

In September, the Supervisory Board acknowledged the Management Board’s update on the Bank results for 1H/2007 against the peer group. The Board also acknowledged the update on organisational changes at the Bank following adaptation of the organisational structure to the changes initiated by Projects pursued. Further, the Supervisory Board changed the Management Board composition whereby the Board acknowledged the resignation from the capacity of the Management Board Member by the Chief Risk Officer and appointed his successor. 

In November, the Board familiarised themselves with the Management Board’s update on Bank’s financial results and passed a resolution on selection of the external auditor. Preliminary discussions on amendments to the By-laws of the Audit and Compliance and Remu​neration Committees took place. The Board acknowledged the Management Board’s update on Best Practices in Public Companies and discussed the Bank’s standpoint thereon. The Board also familiarised themselves with the operations of the Financial Markets in Poland and the Central Europe Region. The Management Board presented a paper "Poland 2007 and perspectives for 2008". The Board accepted the draft plan of their work and their Committees. At each Supervisory Board meeting, Chairs of the Audit and Compliance and Remuneration Committees presented reports on the debates of those committees and raised matters to be decided upon by the Board.    

Audit Committee meetings

In March, the Audit Committee handled the monthly Risk Report, Internal Audit Department report for 2H/2006 and SOX Project update. Audit Issues Memorandum was discussed at length. 

In April, draft annual statements including external auditor opinion were discussed as were the Management Letter and monthly Risk Report. 

June found the Audit Committee considering Review Issues Memorandum for Q1, operational risk management up-date, including monthly information pack, monthly Risk Report, SOX Project up-date and information on the Data Quality Project. Information regarding works pursued or planned for the rest of 2007 by the external auditor was discussed in connection with the new policy of independence of external auditors implemented in ING Group. 

In September, the monthly Risk Report was discussed. The Management Board gave presentation on the new pilot of the Non-financial Dashboard project (new operational risk management reporting tool). Further, the Audit Committee familiarised themselves with the Internal Audit Department report for 1H/2007, SOX Project up-date and Review Issues Memorandum up-date. 

In November, the Committee recommended a new external auditor (formal resolution was taken by the full Supervisory Board). Other topics discussed during the meeting included the monthly Risk Report, proposed amendments to the Audit Committee By-law, audit strategy memorandum and Audit Charter (formal resolutions were taken by the Supervisory Board), and execution of external auditor’s and Banking Supervision’s recommendations. The Management Board gave also presentations of SOX Project update and incidents in FM and IT areas. 

Compliance and Remuneration Committee meetings 

In January, the Committee handled bonus tasks (KPI's) of Management Board Members, periodical information on agreements with related entities, compliance quarterly report, and update on implementation of the ING Group compliance policy in Poland. The Management Board informed the Committee about the progress of the proceedings pertaining to the Silesian Medical University and Anti-Monopoly Office decision. 

March found the Committee tackling bonus tasks and compensation packages of the Management Board Members. 

In April, the following matters were discussed: a Project of import for the Bank related to succession planning, staff turnover and periodical compliance report. Further, the Committee familiarised themselves with the Management Board update on compliance policy implementation at ING BSK, annex to the co-operation agreement between ING BSK, ING Group and ING Bank N.V., and periodical information on agreements concluded with related entities. 

In June, the Committee familiarised themselves with the results of the survey of the employer's brand, results of annual employee appraisals, further update on implementation of the compliance policy and periodical information on agreements with related entities. 

In September, the Committee discussed Winning Performance Culture results, personnel costs, periodical compliance report and periodical information on agreements with related entities. Further, the Committee prepared a recommendation for the Supervisory Board concerning the compensation of a new Management Board Member and terms, and also the conditions of exit of the former Chief Risk Officer. 

November was the month closing the year of the Committee's works. The Succession Planning – a programme of significance for the proper human resources management at the Bank – and centralised and regional Talent Management schemes were discussed once more. The Committee also familiarised themselves with the Management Board’s update on the staff turnover. The Committee prepared a recommendation for the Supervisory Board concerning the Management and Supervisory Boards Members compensation in comparison with the peer group. Further, proposed amendments to the Committee's By-law were discussed and the Committee familiarised themselves with the quarterly compliance report and periodical up-date on agreements with related entities.
Self-assessment of the Supervisory Board of ING Bank Śląski

The Supervisory Board exercises an ongoing supervision over the Bank’s activity in all fields. In 2007, the following persons were Members of the Supervisory Board: 

Anna Fornalczyk 
– 
Chair
 

(Independent Member)

Eli Leenaars 

– 
Vice-Chairman

Wojciech Popiołek 
– 
Secretary

(Independent Member)

Ralph Hamers 

– 
Member

Jerzy Hausner 

– 
Member

(Independent Member)

Mirosław Kośmider 
– 
Member

(Independent Member)

Marc van der Ploeg 
– 
Member

Igno van Waesberghe – 
Member

All the Supervisory Board Members represent a very high level of professional qualifications. The Supervisory Board Members connected with ING Group are highly placed therein and have considerable professional qualifications. All the Supervisory Board Members hold university degrees. Three Members are professors in the capacity of heads of university departments in Poland. Two Members of the Supervisory Board held significant State functions. 

Half of the Supervisory Board Members meet the criteria of Independent Supervisory Board Members defined in the Company's Charter. The remaining Supervisory Board Members are connected with the strategic Shareholder of the Bank - ING Bank N.V.

In order to assist the Board in exercise of their rights and duties, and in particular in performance of control functions, the Supervisory Board appointed from among its Members the Audit Committee as well as Compliance and Remuneration Committee. 

The Audit Committee support the Supervisory Board with regard to evaluation of adequacy and effectiveness of management system, including risk management and Bank’s internal audit system as well as supervision of relationship between the Bank and the entity auditing Bank’s financial statements. 

In 2007, the Audit Committee operated in the following composition: 

Mirosław Kośmider 
– Chairman

Ralph Hamers 
– Member

Jerzy Hausner 
– Member

Igno van Waesberghe – Member

The Compliance and Remuneration Committee support the Supervisory Board with regard to monitoring compliance of Bank’s operations with legal and ethical requirements, examining Bank’s relationship with subsidiaries and related entities, in particular with the dominant entity and supervising the Bank’s policy with regard to remuneration and bonuses. 

In 2007, the Compliance and Remuneration Committee operated in the following composition: 

Anna Fornalczyk 
– Chair

Eli Leenaars 

– Member

Wojciech Popiołek 
– Member

Igno van Waesberghe – Member

There are two independent members in both committees. 

In compliance with the provisions of the Charter and By-laws, the Supervisory Board hold meetings at least 5 times a year, while the Audit Committee as well as Compliance and Remuneration Committee at least once a quarter. 

All key matters connected with functioning of the Bank are discussed at the Supervisory Board meetings. The agenda items are set forth in such a way that all issues the Supervisory Board should deal with according to the law in force are covered. For more detailed information please see above.

Taking the above statements into account, in the Supervisory Board’s opinion, the Supervisory Board are well prepared to exercise all statutory and Charter-defined rights and duties and perform their tasks in an appropriate manner, ensuring proper supervision over the Bank in all material aspects if its operation. 

Chair of the Supervisory Board

Anna Formalczyk 
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