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1
General
1.1
General information on the Bank

1.1.1
Holding entity name

ING Bank Śląski S.A. (formerly Bank Śląski w Katowicach S.A.). 

The Bank’s name change was registered in Regional Court seated in Katowice on 6 September 2001

1.1.2
Registered office

ul. Sokolska 34

40-086 Katowice

1.1.3
Commercial registration

Seat of the court:

Katowice

Date:



18 October 1991

Registration number:

KRS 0000005459

1.1.4
Tax Office and Provincial Statistical Office registration


NIP:

634-013-5475


REGON:
271514909

1.2
Structure of the Capital Group


In the audited year the structure of the Capital Group of ING Bank Śląski S.A. was as follows:

Holding entity: 

· ING Bank Śląski S.A.

Subsidiaries: 

· ING Securities S.A.  

· ING BSK Leasing S.A.

· Śląski Bank Hipoteczny S.A.

Associates: 


Powszechne Towarzystwo Emerytalne Nationale Nederlanden S.A.


Entities excluded from the consolidation.

Subsidiaries:

· BSK Konsulting S.A. (subsidiary of BSK Leasing S.A.)

· Finplus Sp. z o.o.

· Hatrol Sp. z o.o.

· Asekuracja Sp. z o.o.

Associated entities: 

· Centrum Banku Śląskiego Sp. z o.o.

· Huta Ferrum S.A.


Subsidiaries and associated entities from the Capital Group of ING Bank Śląski S.A. were excluded from consolidated financial statements on the basis of par. 56 art. 2  of the Accounting Act dated 29 September1994 r.

1.3
Auditor information


KPMG Polska Audyt Sp. z o.o.

Ul. Chłodna 51, XVI p.

00-867 Warszawa 


KPMG Polska Audyt Sp. z o.o. is registered as an authorised company to audit financial statements (number 458).
1.4 
Legal status 

1.4.1
Share capital


Holding entity – ING Bank Śląski S.A. was established for undefined period by a decision of Banking Supervisory Commission dated 18 October 1991 for undefined period. 


The share capital of the Bank as at 31 December 2001 amounted to PLN 130,100.00 thousand divided into 9,260,000 ‘A’ type ordinary shares and 3,750,000 ‘B’ type ordinary shares. All shares have nominal value of PLN 10 each.

1.4.2 Board of Directors of holding entity.

At 31 December 2001, the Management Board of the holding entity – ING Bank Śląski S.A. comprised of the following members:

President of the Management Board
Mr Marian Czakański

I Vice-president of the Management Board
Mr Frederik Van Etten

Vice-president of the Management Board
Mr Cornelis Theodor Tuijnman

Vice-president of the Management Board
Mr Anthonius Roozen

Vice-president of the Management Board
Mr Grzegorz Cywiński

Vice-president of the Management Board
Mr Krzysztof Brejdak


On 1 July 2001 the Supervisory Board of ING Bank Śląski S.A.  approved Mr Cornelis Theodor Tuijnman for the position of Vice-president of the Management Board. 


On 1 July 2001 the Supervisory Board of ING Bank Śląski S.A. approved resignation of Mr Edward Foppema from the post of Vice President of the Bank. 

On 1 September 2001 the Supervisory Board of ING Bank Śląski S.A. approved Mr Anthonius Roozen for the position of Vice-president of the Management Board.

1.5 Prior period financial statements

The consolidated financial statements of the Capital Group of ING Bank Śląski S.A. (formerly Capital Group of Bank Śląski w Katowicach S.A.) for the period between 1 January 2000 and 31 December 2000 were audited by KPMG Polska Audyt Sp. z o.o. and received an unqualified opinion.

The consolidated financial statements of the Capital Group for the year ended 31 December 2000 were approved at the Shareholders Meeting on 28 June 2001, published in the "National Journal B" No. 478 and were submitted to the District Court for Katowice on 12 September 2001.

1.6
Audit scope responsibilities

This consolidated report of financial statements of the ING Bank Śląski S.A. Capital Group, consist of: introduction, consolidated balance sheet as at 31 December 2001 with the total assets and liabilities of PLN 26,250,615 thousand, consolidated statement of contingencies and commitments granted amounting to PLN 8,811,717 thousand, consolidated profit and loss account for the year ended 31 December 2001 with the net profit of PLN 102,750 thousand, consolidated statement of movements in equity with a balance amounting to PLN 2,607,430 thousand as at 31 December 2001, consolidated cash flow statement for the year with net cash inflow amounting to 924,846  and additional notes to financial statements.

The audit of the consolidated financial statements was carried out on the basis of the engagement letter dated 19 November 2001 for the audit of the annual financial statements.

In accordance with article 52 of above-mentioned Act, the Management of the holding entity - ING Bank Śląski S.A. is responsible for preparation of the consolidated financial statements.  We have conducted an independent audit of these consolidated financial statements in order to express an opinion thereon and present it, together with a written auditors’ report, to the Bank’s Supervisory Board, and to the Shareholders.

We conducted the audit in accordance with International Accounting Standards on Auditing as issued by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 September 1994 (Official Journal no.121, item 591 with subsequent amendments) and the professional norms established by the Polish National Council of Certified Auditors.

On 19 March 2002, the Holding entity’s directors submitted a representation letter as to the completeness, fairness and accuracy of the financial statements presented for audit which, amongst other things, confirmed that there were no undisclosed matters significantly influencing the information presented in the financial statements for the audited year.


All our requests for additional documents and information necessary for expressing our opinion and preparing the report have been fulfilled.


KPMG Polska Audyt Sp. z o.o. is independent of the entities forming the Capital Group and the scope of the work planned and performed has not been limited in any way.  The method and scope of our audit is detailed in working papers prepared by us and retained at KPMG Polska Audyt Sp. z o.o. premises.

1.7 
Information about audits of financial statements of entities included in consolidated financial statements. 

The financial statements of the Group entities for the period ended 31 December 2001 were audited by KPMG Polska Audyt Sp. z o.o., with the exception for Powszechne Towarzystwo Emerytalne Nationale Nederlanden S.A., which were audited by Ernst & Young Audit Sp. z o.o.

2
Financial analysis of the Capital Group of ING Bank Śląski S.A.

2.1 Summary of the consolidated financial statements

Detailed information relating to consolidated balance sheet, consolidated profit and loss and consolidated cash flow items are included in consolidated financial statements of the Capital Group.  

2.1.1
Consolidated balance sheet

ASSETS
31.12.2001

PLN ‘000

31.12.2000

PLN ’000


Cash and due from NBP
1,893,641

918,948


Debt securities eligible for rediscounting with NBP 
72,352

73,688


Due from financial sector
5,846,292

3,205,528


Due from customers and State budget
13,633,990

10,885,601


Due from entities excluded from consolidation
285,041

238,372


Debt securities
2,136,434

2,161,297


Investments in subsidiary and associated undertakings excluded from consolidation
55,075

75,888


Investments in subsidiary and associated undertakings consolidated using the equity method
27,316

17,595


Investments in other undertakings
19,227

15,619


Other investments 
16,028

355,549


Intangible fixed assets
338,258

47,011


Tangible fixed assets
827,622

911,174


Other assets
884,280

264,818


Interperiod settlements
215,059

146,771


Total assets
26,250,615

19,317,859


LIABILITIES AND EQUITY 
31.12.2001

PLN ‘000

31.12.2000

PLN ‘000


Due to NPB
-

-


Due to other financial institutions
4,214,590

3,223,171


Due to customers and State budget
17,836,147

13,642,014


Due to subsidiaries and associates excluded from consolidation
17,398

22,691


Due to subsidiaries and associates consolidated using equity method
24

33


Own securities issued
-

-


Special funds and other liabilities
926,217

266,895


Interperiod settlements and deferred income
495,066

348,353


Provisions
153,743

165,685


Share capital
130,100

92,600


Capital reserve
999,570

36,752


Reserve capital
33,810

40,181


Other reserve capital
1,458,016

1,366,898


Undistributed profit / not covered losses from prior years
(116,816)

(38,354)


Net profit for the year 
102,750

150,940


Total liabilities and equity 
26,250,615

19,317,859


Consolidated Off-balance sheet items
31.12.2001
31.12.2000


PLN ‘000
PLN ‘000

Commitments granted
8,811,717
3,358,323

Commitments received
4,218,746
210,421

Commitments due to sale/purchase operations
94,456,043
5,681,437

Other off-balance sheet items
2,172,262
912,723

Total
109,658,768
10,162,904

2.1.2  Consolidated profit and loss account 


01.01.2001 – 31.12.2001

PLN ‘000

01.01.2000 -  

31.12.2000

PLN ‘000


Interest income
2,407,395

2,280,898


Interest expense
(1,921,310)

(1,569,847)


Net interest income
486,085

711,051


Fee and commission income
479,710

431,224


Fee and commission expense
(38,039)

(35,139)


Net fee and commission income
441,671

396,085


Income from shares and other securities
-

1,147


Net profit/loss on financial operations
59,438

(6,122)


Net profit on foreign exchange
498,756

269,049


Profit on banking activity
1,485,950

1,371,210


Other operating income
125,669

142,070


Other operating expenses
(89,813)

(88,114)


General expenses
(810,158)

(698,617)


Depreciation
(171,264)

(159,818)


Charges to provisions 
(2,629,037)

(1,327,560)


Release of provisions 
2,205,467

907,315


Net charges to provisions 
(423,570)

(420,245)


Profit on operations
116,814

146,486


Extraordinary gains/(losses)
283

564


Profit before taxation
117,097

147,050


Corporate income tax
(24,067)

9,353


Other gross profit charges
(1)

(3,811)


Share of profit (or loss) in entities consolidated using the equity method
9,721

(1,652)


Net profit after taxation 
102,750

150,940


 2.2
Selected financial ratios for the Capital Group of ING Bank Śląski S.A.


31.12.2001

PLN million

31.12.2000

PLN million








Total assets
26,252.2

19,317.9


Gross profit before taxation 
117.1

147.1


Net profit after taxation 
102.8

150,9


Equity (excluding current year net profit)
2,504.6

1,498.1


Return on equity (based on average value of equity)
5.8%

10.1%


Capital adequacy ratio (the Bank)
12.5%

10.7%


Receivables to total assets
74.2%

74.2%


Income earning assets to total assets
82.6%

85.7%


Cost bearing liabilities to total liabilities
84.0%

87.4%


2.3
Interpretation of selected financial ratios 

In interpreting these figures, it should be borne in mind that general inflation in 2001 was 3.6% (inflation in 2000 and 1999 was 8.5% and 9.8% respectively).
Changes in the most significant items of the consolidated balance sheet and the consolidated profit and loss account are described below.

The total consolidated balance sheet grew by 35.9% during the year. The main reason for the increase in 2001 was a contribution of the ING Bank N.V. Branch in Warsaw, which was made on 1 October 2001 by the Bank’s main shareholder in exchange for the B series share issue. On the date of the transaction the balance sheet figure of the ING Bank N.V. Warsaw Branch had amounted to PLN 6,809 million.
As at 31 December 2001 gross consolidated profit before tax amounted to PLN 117,097 thousand, which was a decrease of PLN 29,935 thousand, compared to the previous year. The following factors impacted the level of gross income:

· net increase in provisions amounting to PLN 424 million;

· foreign exchange result, which amounted to PLN 499 million, which was 186% higher than the previous year;

· general expenses, which amounted to PLN 810 million in 2001 and were higher by PLN 112 million or 16% in comparison with the previous year;

In 2001 the holding entity ING Bank Śląski S.A. has used as specific loan loss reserves PLN 129.8 million of General Risk Fund, classified in prior years under equity and built up by charges to profit and loss account before 1 January 1998 based on regulations of the former Banking Law. This fund should be classified a as specific loan loss provision under IAS, which state that changes in the equity should be made by appropriation of profits rather than charges to profit and loss account.

3
Detailed report

3.1
Accounting principles

Entities forming the capital group use accounting policies in accordance with the Accounting Act dated 29 September 1994 (Official Journal No. 121, item 591 with amendments), the Banking Supervision Commission Regulation No 1/98 dated 3 June 1998 regarding the specific policies of bank accounting and preparing the notes to the financial statements (NBP Official Journal  No. 14, item 27), the Banking Supervision Commission Regulation No 2/98 dated 3 June 1998 regarding the specific policies of bank preparing consolidated financial statements (NBP Official Journal No. 14, item 28), the Ministry of Finance Regulation dated 15 June 2000 regarding specific accounting policies, including presentation of the financial statements by entities carrying out brokerage activities (Official Journal No. 52, item 624). 

In order to prepare consolidated financial statements of the capital group, financial statements of entities forming the group have been appropriately transformed. 

Financial statements of the entities forming the capital group have been prepared on the same balance sheet date as the financial statements of the holding entity.

3.2
Basis for preparation consolidated financial statements.

The consolidated financial statements of the ING Bank Śląski S.A. Capital Group were prepared in accordance with regulations for financial statements of capital groups in the Accounting Act, chapter 6, dated 29 September 1994 and the other regulations issued on this basis, as well regulations relating to entities issuing securities accepted for public quotation.

The basis for preparing consolidated financial statements was documentation, which complied with the resolution No. 2/98 of Banking Supervision Commission dated 3 June 1998 regarding the preparation of consolidated financial statements for banks.

The method of consolidation of subsidiaries and associates has been presented in details in chapters III and IV of the “Introduction” to consolidated financial statements of Capital Group of ING Bank Śląski S.A.

3.3 Notes to the consolidated financial statements

All information included in the notes to the consolidated financial statements is presented accurately and completely. 

3.4
Consolidated cash flow statement

The consolidated cash flow statement has been properly prepared and is consistent with the consolidated balance sheet and consolidated profit and loss account.

3.5
Directors’ report on the Bank’s activities

The information presented in the Directors’ report on the Bank's activities is consistent with the financial statements.

3.6 
Information on auditor’s opinion

Based on our audit of the consolidated financial statements of Capital Group of ING Bank Śląski S.A. as at 31 December 2001 we have issued unqualified opinion. 

....................................................
..........................................................

Certified Auditor No 4979/2575

Hanna Fludra
For KPMG Polska Audyt Sp. z o.o. 

Certified Auditor No 796/1670

Bogdan Dębicki, Management Board Member


.....................................................


For KPMG Polska Audyt Sp. z o.o.

Richard Cysarz, Partner




Warsaw, 20 March 2002 



