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• 57 members in 16 countries,

• balance sheet of 10 billion euros,

• 7,000 employees,

• more than 1.5 million customers,

• correspondent relationship network of 1,300 banks in 137 countries,

• 15 banks,

• 11 leasing companies,

• 13 trade finance, 

• 3 insurance,

• 2 asset management,

• 13 other activities.  

NLB Group today means: 
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Key financial highlights for NLB Group 

2003 2004

Income statement highlights (in billion tolars)

Net interest income 53.1 58.6

Net non-interest income 42.6 49.8

Costs 66.6 70.1

Profit before tax 16.6 19.2

Minority interest 2.3 1.2

Net profit 6.2 8.7

Balance sheet highlights (in billion tolars)

Total assets 2,154.8 2,366.6

Customer loans 1,035.5 1,248.0

Customer deposits 1,286.6 1,389.7

Total equity 110.6 117.2

Minority interest 22.8 20.8

Key financial ratios (in %)

Return on average equity before tax (ROE) 12.5 14.2

Return on average assets before tax (ROA) 0.8 0.9

Costs covered by net income (CIR) 69.6 64.7

Capital adequacy 12.1 10.8

Key highlights under IFRS

Profit before tax (in billion tolars) 20.0 22.0

Net profit (in billion tolars) 9.6 13.1

Return on average equity before tax (ROE in %) 12.6 12.1

Return on average assets before tax (ROA in %) 1.0 1.0

Capital adequacy under BIS (in %) 15.2 15.6

International ratings 

Moody's A2 A2

Capital Intelligence A - A - 

Fitch A - A - 

Exchange rate 1 EURO = SIT 236.7 239.7

Key financial highlights   
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Key financial highlights for Nova Ljubljanska banka d.d. (NLB) 

2003 2004

Income statement highlights (in billion tolars)

Net interest income 34.9 37.9

Net non-interest income 31.8 38.0

Costs 46.7 47.9

Profit before tax 11.0 13.8

Net profit 5.5 6.9

Balance sheet highlights (in billion tolars)

Total assets 1,717.3 1,864.8

Customer loans 779.4 900.4

Customer deposits 1,091.9 1,153.5

Total equity 115.9 121.1

Key financial ratios (in%)

Return on average equity before tax (ROE) 9.6 11.6

Return on average assets before tax (ROA) 0.7 0.8

Costs covered by net income (CIR) 70.0 63.1

Market share in total assets 33.6 32.7

Capital adequacy 10.2 11.7

Key highlights under IFRS

Profit before tax (in billion tolars) 13.0 13.3

Net profit (in billion tolars) 7.9 9.4

Return on average equity before tax (ROE in %) 11.1 10.4

Return on average assets before tax (ROA in %) 0.8 0.8

Capital adequacy under BIS (in %) 14.3 15.6

Key ratios per share (in tolars)

Number of shares 7,682,015 7,682,015

Nominal value 2,000 2,000

Book value 15,086.4 15,763.8

Net profit per share (EPS) 715.1 895.7

Dividends payout 286.0 358.3
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To the Members of Nova Ljubljanska banka d.d., Ljubljana

We have audited the accompanying balance sheet of Nova Ljubljanska banka d.d. Ljubljana (the Bank) standing alone as of 31

December 2004 and the related statements of income, changes in equity and cash flows for the year then ended. These financial

statements are the responsibility of the management. Our responsibility is to express an opinion on these financial statements based

on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we plan and perform

the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assess-

ing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial state-

ment presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements give a true and fair view of the financial position of the Bank standing alone as of 31 December

2004 and of the results of its operations and its cash flows for the year then ended in accordance with Slovenian Accounting

Standards.

Ljubljana, 22 April 2005 PricewaterhouseCoopers d.o.o.

Joæe Plevnik, certified auditor Francois Mattelaer, partner

This audit report has been translated from the Slovenian original. This translation is provided for reference purposes only and is not

to be signed. 

Report of the auditors



A N N U A L  R E P O R T  2 0 0 4

102

Income statement

IN THOUSANDS OF TOLARS Notes 2004 2003

Interest and similar income 3 83,193,455 99,687,633

Interest and similar expenses 3 (45,265,766) (64,800,375)

Net interest and similar income 37,927,689 34,887,258

Income from capital investments and securities held for trading 4 9,088,962 10,471,334

Fees and commissions income 5 26,692,965 23,098,669

Fees and commissions expenses 5 (5,642,699) (4,333,843)

Net fees and commissions 21,050,266 18,764,826

Gains from financial transactions 6 52,266,978 71,629,605

Losses from financial transactions 6 (45,250,696) (71,477,644)

Net profit from financial transactions 7,016,282 151,961

Other operating income 7 2,683,428 3,037,060

Employee costs 8 (25,285,007) (23,995,048)

Cost of material and services 9 (14,963,072) (16,104,761)

Depreciation and revaluation expenses from property, equipment and intangible assets 10 (7,667,604) (6,578,882)

Other operating expenses 11 (1,902,465) (703,910)

Net provisions for losses on loans and write offs less any recoveries 12 (12,072,470) (7,060,615)

Provisions for general banking risks 34 (2,150,000) (1,900,000)

OPERATING PROFIT 13,726,009 10,969,223

Extraordinary income 13 67,760 49,099

Extraordinary expenses 13 (3,868) (3,051)

Extraordinary profit (loss) 63,892 46,048

PROFIT  BEFORE TAX 13,789,901 11,015,271

Tax on profit 14 (5,973,193) (4,679,105)

Other taxes 14 (935,971) (842,813)

NET PROFIT FOR THE PERIOD 6,880,737 5,493,353
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The Management Board authorised for issue the financial statements and notes to the financial statements.

Ljubljana, 22 April 2005

Balance sheet 

IN THOUSANDS OF TOLARS Notes 31.12.2004 31.12.2003

Cash and balances with the Central Bank 15 50,941,783 51,220,012

Placements with, and loans to, other banks 16 189,875,786 120,988,996

Loans and advances to customers 17 900,389,684 779,362,127

Debt securities not held for trading 18 454,054,305 535,071,514

Securities held for trading 19 132,716,261 100,775,593

Investments in subsidiaries, associated and jointly controlled companies 20 50,511,108 45,692,997

Investments in other companies 21 620,540 719,080

Intangible assets 22 18,479,736 15,150,348

Property and equipment 23 37,279,282 37,903,755

Other assets 25 18,237,351 19,196,870

Accrued income and deferred expenses 26 11,665,963 11,176,487

TOTAL ASSETS 1,864,771,799 1,717,257,779

Deposits and borrowings from banks 28 315,266,777 252,670,722

Deposits and borrowings from other customers 29 1,188,191,151 1,120,183,949

Debt securities 30 95,467,606 110,011,380

Other liabilities 31 19,254,022 14,224,440

Accruals and deferred income 32 9,526,396 17,649,687

Provisions for liabilities and charges 33 36,777,485 31,688,451

Provisions for general banking risks 34 5,989,370 3,839,370

Subordinated liabilities 35 73,201,428 51,095,558

Subscribed capital 36 15,364,030 15,364,030

Equity reserves 36 13,603,399 13,603,376

Profit reserves 36 70,814,025 66,824,307

Capital revaluation adjustment 36 17,875,740 17,355,795

Retained earnings 36 2 37

Net profit for the period 36 3,440,368 2,746,677

TOTAL LIABILITIES 1,864,771,799 1,717,257,779

OFF-BALANCE SHEET 37 747,661,027 1,731,126,938

Pierre Van Keirsbilck

Member of the

Management Board

Andrej Hazabent

Member of the

Management Board

Marjan Kramar

President of the

Management Board

& CEO

Erik Luts

Member of the

Management

Board

Borut StaniË

Member of the

Management

Board

Matej Narat

Member of the

Management

Board
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IN THOUSANDS OF TOLARS 2004 2003

CASH FLOWS FROM OPERATING ACTIVITIES

Inflows from operating activities 127,004,549 132,077,337

Interest and similar income 81,045,321 94,474,441

Fees and commissions income 26,678,898 23,003,387

Recoveries from loans previously written off 442,572 237,219

Income from capital investments and securities held for trading 7,885,715 10,721,497

Net profit from financial transaction 8,317,362 985,219

Other operating income 2,634,681 2,655,574

Outflows from operating activities (103,280,954) (114,470,186)

Interest and similar expenses (53,628,751) (60,059,221)

Fees and commissions expenses (5,602,693) (4,326,048)

Employee costs (25,416,623) (24,628,767)

Material and services costs (13,953,999) (17,537,799)

Other operating expenses (172,396) (1,577,560)

Taxation paid (4,506,492) (6,340,791)

Operating income before changes in operating assets and liabilities 23,723,595 17,607,151 

Increase in operating assets (223,790,694) (84,408,612)

Net increase in loans to banks (93,742,560) (16,625,554)

Net increase in loans and advances to customers (124,283,922) (73,035,658)

Net decrease in securities held for trading (2,367,036) 515,899

Net (increase)/decrease in other operating assets (3,397,176) 4,736,701 

(Decrease)/increase in operating liabilities 47,212,999 (1,482,368)

Net increase in deposits from banks (13,563,280) 13,187,962 

Net (decrease)/increase in deposits from other customers 60,395,285 (10,744,081)

Net decrease in other operating liabilities 380,994 (3,926,249)

Net inflow from operating activities (152,854,100) (68,283,829)

CASH FLOWS FROM INVESTING ACTIVITIES

Inflows from investing activities 198,457,547 167,226,368

Sale of debt securities 198,089,852 160,874,781

Sale of investment in subsidiaries, associated companies and other companies 304,717 4,454,123

Sale of property, equipment and intangible assets 62,978 1,897,464

Outflows from investing activities (72,517,037) (251,457,147)

Purchase of debt securities (59,100,533) (232,387,425)

Purchase of investments in subsidiaries, associated companies and other companies (3,614,890) (9,560,213)

Purchase of property, equipment and intangible assets (9,801,614) (9,509,509)

Net inflow or net outflow from investing activities 125,940,510 (84,230,779)

CASH FLOWS FROM FINANCING ACTIVITIES

Inflows from financing activities 866,795,282 159,799,274

Borrowings from banks and other customers 778,949,970 106,631,711

Increase in debt securities and subordinated liabilities 87,845,287 53,167,563

Sale of treasury shares 25 -

Outflows from financing activities (779,707,944) (80,810,640)

Dividends paid (2,197,228) (2,512,019)

Debts repayment (696,751,121) (73,462,866)

Decrease in debt securities and subordinated liabilities (80,759,595) (4,835,755)

Net inflow or net outflow from financing activities 87,087,338 78,988,634 

Effect of exchange rate changes on cash and cash equivalents 1,069,440 2,749,697

CASH AND CASH EQUIVALENTS AT END OF PERIOD 465,684,646 404,441,458

Financial result for the period 61,243,188 (70,776,277)

Cash at the beginning of period 404,441,458 475,217,735
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Statements of changes in equity

2004

General Specific Net Total

Treasury capital capital profit share-

Subscribed Equity Profit shares Retained revaluation revaluation for the holders

IN THOUSANDS OF TOLARS capital reserves reserves fund profits adjustment adjustment period equity

BALANCE AT 1 JANUARY 2004 15,364,030 13,603,376 66,333,481 490,826 37 11,791,560 5,564,235 2,746,677 115,894,222

Transfers to equity - 23 - - - - 1,032,841 6,880,737 7,913,601

Specific capital revaluation - - - - - - 1,032,841 - 1,032,841

Net profit (loss) for the period - - - - - - - 6,880,737 6,880,737

Other - 23 - - - - - - 23

Transfers within equity - - 3,989,720 (2) (35) - - (3,989,683) -

Allocation of net profit for the period - - 3,440,369 - - - - (3,440,369) -

Transfer of capital items to own shares fund - - - (2) 2 - - - -

Other - - 549,351 - (37) - - (549,314) -

Transfers from equity - - - - - - (512,896) (2,197,363) (2,710,259)

Dividends paid - - - - - - - (2,197,363) (2,197,363)

Transfer of revaluation gains on financial 

assets to income statement - - - - - - (512,896) - (512,896)

BALANCE AT 31 DECEMBER 2004 15,364,030 13,603,399 70,323,201 490,824 2 11,791,560 6,084,180 3,440,368 121,097,564

2003

General Specific Net Total

Treasury capital capital profit share-

Subscribed Equity Profit shares Retained revaluation revaluation for the holders

IN THOUSANDS OF TOLARS capital reserves reserves fund profits adjustment adjustment period equity

BALANCE AT 1 JANUARY 2003 15,364,030 13,603,376 63,189,341 490,826 5,446 11,791,560 4,954,069 3,190,321 112,588,969

Transfers to equity - - - - 37 - 1,070,663 5,493,353 6,564,053

Specific capital revaluation - - - - - - 1,070,663 - 1,070,663

Net profit (loss) for the period - - - - - - - 5,493,353 5,493,353

Other - - - - 37 - - - 37

Transfers within equity - - 3,430,424 - - - - (3,424,978) -

Allocation of net profit for the period - - 2,746,676 - - - - (2,746,676) -

Other - - 683,748 - (5,446) - - (678,302) -

Transfers from equity - - (286,284) - - - (460,497) (2,512,019) (3,258,800)

Dividends paid - - - - - - - (2,512,019) (2,512,019)

Transfer of revaluation gains on financial 

assets to income statement - - - - - - (460,497) - (460,497)

Other - - (286,284) - - - - - (286,284)

BALANCE AT 31 DECEMBER 2003 15,364,030 13,603,376 66,333,481 490,826 37 11,791,560 5,564,235 2,746,677 115,894,222
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Statement of management’s responsibilities

The management are responsible for preparing financial statements for each financial year that present fairly the state of affairs of

the Bank as at the end of the financial year and of the profit or loss for that period.

The management confirm that suitable accounting policies have been used and applied consistently and reasonable and prudent

judgements and estimates have been made in the preparation of the financial statements for the year ended 31 December 2004. The

management also confirm that applicable legislation and Slovenian Accounting Standards have been followed and that the financial

statements have been prepared on the going concern basis.

The management are responsible for keeping proper accounting records, for taking reasonable steps to safeguard the assets of the

Bank and to prevent and detect fraud and other irregularities.

The tax authorities may at any time inspect the books and records within 5 years subsequent to the reported tax year, and may impose

additional tax assessments and penalties.

Management Board

Pierre Van Keirsbilck

Member of the

Management Board

Andrej Hazabent

Member of the

Management Board

Marjan Kramar

President of the

Management Board

& CEO

Erik Luts

Member of the

Management

Board

Borut StaniË

Member of the

Management

Board

Matej Narat

Member of the

Management

Board
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1. General information

Nova Ljubljanska banka d,d,, Ljubljana ("the Bank" or

"NLB") is incorporated in Slovenia as a joint stock company

providing universal banking services.

The majority shareholders of Nova Ljubljanska banka d.d. are

the Republic of Slovenia, holding 35.41 % of the shares and

KBC Bank N.V., Brussels ("KBC Bank"), holding 34 % of the

shares.

The address of its registered office is:

Nova Ljubljanska banka d.d., Ljubljana, Trg republike 2,

Ljubljana

The increase in the general price index for the year 2004

was 3.2 % (2003: 4.6 %). The exchange rate changed from

236.7 tolars to the euro at 31 December 2003 to 239.7 tolars

to the euro at 31 December 2004, and from 189.4 tolars to

the US dollar at 31 December 2003 to 176.2 tolars to the US

dollar at 31 December 2004.

2. Significant accounting policies 

The Bank’s financial statements have been prepared in

accordance with Slovene Accounting Standards, and Bank of

Slovenia’s regulations, represented by the Decree on the

Classification of Balance Sheet and Off-Balance Sheet Asset

Items of Banks and Savings Banks and the Decree on

Establishing Specific Provisions of Banks and Savings Banks

and other Bank of Slovenia’s regulations.

The principal accounting policies applied by the Bank for

the preparation the financial statements are set out below:

a) Assets and liabilities in foreign currencies

Assets and liabilities in foreign currencies are converted into

the tolar equivalent at the mid-market exchange rate of the

Bank of Slovenia as at the last day of the accounting period.

Foreign exchange gains and losses are included in the income

statement.

b) Interest, fees and commissions 

Interest, fees and commissions expenses are included in the

income statement as soon as they are accrued, while interest,

commission and fee income is included in the income statement

depending on the grading of the client. According to the Bank

of Slovenia’s regulations the income from performing assets (A

and B grading groups) is included in the income statement as

soon as it occurs. Income from non-performing loans (C, D and

E grading groups) is excluded until paid, and reported as

allowances for bad and doubtful interest under other assets.

In the cash flow statement interest is presented as cash

flows from operating activities.

c) Investments in securities

Investments in securities held for trading and investments in

debt securities available for sale are initially recorded at cost.

Subsequently they are stated at lower of the cost or fair value.

The fair value is based on a quoted market price at the bal-

ance sheet date. If a quoted market price is not available, the

fair value of the securities is calculated using discounted cash

flow techniques or it is assessed in accordance with the grad-

ing group of the issuer. Where discounted cash flow tech-

niques are used, estimated future cash flows are based on

management's best estimates and the discount rate is a mar-

ket related rate at the balance sheet date for a financial

instrument with similar terms and conditions. 

Held to maturity securities are initially measured at cost.

After initial recognition they are stated in the balance sheet at

the amount of the principal outstanding less any impairment.

The Bank use FIFO method for determination of the profit

or loss on derecognition of securities.

d) Treasury shares

Treasury shares constitute a part of the company's share

capital, presented as assets in the balance sheet. Gains and

losses on sale of treasury shares are credited or charged to

reserves.

e) Investments in subsidiaries, associates, jointly con-

trolled companies and investments in other companies

Investments in capital are initially measured at cost, being

the amount of cash paid or the fair value of consideration

given.

Investments in subsidiaries, associates and jointly controlled

companies are accounted for using the equity method, while

investments in other companies are accounted for using the

cost method.

The bank's share of profits and losses of subsidiaries is

included in the income statement as soon as it is accrued,

while the share of the profits of associates and jointly con-

trolled companies is until payment reported in the equity.

The bank's share of losses of associates and jointly con-

trolled companies is included in the income statement imme-

diately.

Profits of other companies are recognised in the income

statement only to the extent of dividends received.

Notes to financial statements
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If there is an indication that investments may be impaired each

individual investment is assessed. Any impairment is recog-

nised immediately in the income statement.

f) Derivative financial instruments 

For the accounting purposes derivative financial instru-

ments are designated for hedging or for trading purpose. The

contract and notional amount of derivative financial instru-

ments is recorded in the off - balance sheet, while their fair

values are presented as other assets when favourable to the

Bank or other liabilities when unfavourable to the Bank.

Fair values are obtained from quoted market prices, dis-

counted cash flow models and pricing models as appropriate.

Losses on derivative financial instruments, treated as held

for trading, are recognised in the income statement immedi-

ately. Gains are recognised in the income statement only

when they are realized.

Changes in the fair value of derivative financial instruments

that are designated as the fair value hedge are recognised in

the income statement on the same basis as the corresponding

change in the fair value of the hedged item.

Changes in the fair value of derivative financial instruments

that are designated as cash flow hedges and that prove to be

highly effective in relation to the hedged risk, are presented in

the equity as specific capital revaluation adjustment, while the

ineffective portion is immediately reported in the income

statement.

The income statement includes foreign exchange differ-

ences from certain financial derivatives, which are providing

effective economic hedges in respect of foreign currency risk

exposure.

g) Loans and borrowings

Loans and borrowings are initially recognised at the amount

of the cash given or received.

Loans are stated in the balance sheet at the amount of the

principal outstanding, increased by interest capitalised where

appropriate, less any provision for unrecoverable amounts.

Borrowings in the balance sheet are presented at the

amount of the principal outstanding, increased by interest

capitalised where appropriate.

h) Provisions

In accordance with Bank of Slovenia's regulation the Bank

is required to establish specific risk provisions and provisions

for general banking risks.

Specific provisions are established on loans, advances and

off-balance sheet items in respect of credit risk on the basis of

provisioning rates specified by the Bank of Slovenia’s Decree

on the Classification of Balance Sheet and Off-Balance Sheet

Asset Items of Banks and Savings Banks. Specific credit risk

provisions on loans and advances to customers classified in

the rating group B, C, D or E are stated on the asset side of

the balance sheet as allowances for bad and doubtful loans,

while specific credit risk provisions for A rating group are stat-

ed on the liability side. Specific credit risk provisions estab-

lished on off - balance sheet items and specific country risk

provisions are also stated on the liability side of the balance

sheet.

Specific provisions for other foreseeable risks, stated on the

liability side of the balance sheet, are established in respect of

interest rate risk and foreign exchange risk.

General banking risk provisions, stated on the liability side

of the balance sheet, are established for the purpose of pro-

tecting against risks arising from the Bank's overall operations.

i) Uncollectable loans and advances

Uncollectable loans and advances are written off, according

to internal written procedures of the Bank after all necessary

procedures for recovery have been completed. Any eventual

subsequent repayments of loans and advances previously writ-

ten off are recognised as income from loans and advances

written off.

j) Provisions for liabilities and charges

Provisions for obligations that are expected to occur in the

period exceeding one year are recognised in the financial

statements when:

• there is a present obligation (legal or constructive) as a result

of a past event,

• it is probable that an outflow of resources embodying eco-

nomic benefits will be required to settle the obligation, 

• a reliable estimate can be made of the amount of the obli-

gation.

k) Negative Goodwill

Negative Goodwill presents excess of the fair values of the

net identifiable assets over the cost of acquisition. Negative 
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Goodwill is presented as part of provisions for liabilities and

charges and it is amortised to the income statement over a

period of five years.

l) Accruals and deferred income and expenses

Income and expenses are recognised when they occur and not

as cash is received or paid. They are presented as accruals in a

separate balance sheet position.

m) Property and equipment 

All property and equipment is initially recorded at cost. The

cost of property and equipment comprises purchase price

including import duties, initial delivery and installation costs.

At each balance sheet date the Bank assesses whether

there is any indication that assets may be impaired. If any such

indication exists the recoverable amount is estimated.

Recoverable amount is the higher of net selling price and

value in use. When value in use exceeds carrying amount that

indicates that assets are not impaired.

Depreciation of property and equipment is provided on a

straight-line basis at rates designed to write off cost or valua-

tion of buildings and equipment over their estimated useful

lives. 

Land and works of art are not depreciated.

Property and equipment is depreciated from the first day of

next month after it was brought into use.

Subsequent expenditures result in an increase of an asset's

carrying amount when it is probable that future economic

benefits will exceed the originally assessed benefits or in an

extension of the useful life of an asset.

The same accounting policies are applied for assets held by

the Bank under a finance lease.

n) Investment property

Investment property includes land and buildings owned by

the Bank and leased out under operating lease. Investment

property is accounted for using the same accounting policies

adopted by the Bank for property and equipment.

According to the Bank of Slovenia's methodology investment

property is in the balance sheet presented as other assets.

o) Intangible assets

Intangible assets are initially recognised at cost including

any directly attributable costs. Intangible assets are subse-

quently impaired if their carrying amount exceeds their value

in use.

Amortisation is provided on a straight-line basis at rates

designed to write off the cost of intangible assets over its esti-

mated useful life.

% 2004 2003

Buildings 2 2

Computers 14.3 - 25 14.3 - 25

Furniture and other equipment 10 - 20 10 - 20

Motor vehicles 25 25

Other assets 20 20

The following annual depreciation rates are applied:

% 2004 2003

Leasehold Improvements 20 20

Software 10 10

Integral information system 10 10

Other intangible assets 20 - 33.3 20 - 33.3

The following annual amortisation rates are applied:

Intangible assets are not amortised until they are brought into use.

Range in amortisation rates for intangible assets differ from the range in rates for the year 2002 due to the acquisition of new types

of intangible assets.
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Intangible assets are not amortised until they are brought

into use.

Range in amortisation rates for intangible assets differ from

the range in rates for the year 2002 due to the acquisition of

new types of intangible assets.

a) Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash

equivalents comprise cash and balances with Central Bank,

securities held for trading, loans to banks and debt securities

not held for trading with maturity up to 90 days.

b) Tax on profit and balance sheet tax

Slovenian corporate tax is provided on taxable profits at the

rate of 25 % according to local tax legislation and according

to the provisions of local income tax law, which came into

force already in the year 2004. Foreign taxes are provided for

in accordance with local tax laws and accounting principles.

In 2002 the Slovenian balance sheet tax is calculated as a 3

% levy on certain balance sheet items. According to Slovenian

legislation the maximum balance sheet tax is limited to 50 %

of pre-tax profit. Where the 3 % levy exceeds 50 % of prof-

its, the lower tax charge is payable. In the year 2004 the Law

on the cessation of balance sheet tax law passed and as a con-

sequence the balance sheet tax is abolished from the year

2005.

c) Funds managed on behalf of third parties

Assets and liabilities managed on behalf of third parties are

in the balance sheet stated on a net basis.

d) Segmental reporting

Business segments provide products or services that are sub-

ject to risk and returns that are different from those of other

business segments.

3. Interest income and expense

a) Analysis by type of assets and liabilities

IN THOUSANDS OF TOLARS 2004 2003

Interest income

Deposits with the Central Bank 1,656,420 326,593

Loans and advances to other banks 1,848,446 1,130,703

Loans and advances to customers 53,853,127 61,611,265

Deposits to banks 1,516,478 2,822,864

Deposits to customers 135,840 165,438

Debt securities not held for trading 23,944,391 33,513,654

Other assets 238,753 117,116

TOTAL 83,193,455 99,687,633

Interest expense

Demand deposits from banks 297,072 223,710

Time deposits from banks 2,650,240 3,575,221

Borrowings from banks 5,137,831 4,345,969

Demand deposits from other customers 2,235,812 3,403,330

Time deposits from other customers 24,903,807 41,057,845

Borrowings from other customers 860,862 927,753

Debt securities 6,834,318 8,954,421

Subordinated liabilities 2,102,863 1,955,223

Other liabilities 242,961 356,903

TOTAL 45,265,766 64,800,375

NET INTEREST AND SIMILAR INCOME 37,927,689 34,887,258
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b) Analysis by sector

2004 2003

IN THOUSANDS OF TOLARS Income Expenses Income Expenses

Enterprises 29,417,717 6,827,099 35,079,321 11,355,754

Government departments and agencies 13,014,915 2,816,533 13,597,702 4,079,796

Banks 17,978,377 11,231,415 27,140,542 11,490,007

Citizens 18,681,202 18,034,914 20,271,823 29,572,086

Other financial organisations 1,234,414 5,738,743 1,208,111 6,916,470

Non-residents 1,710,463 271,889 1,388,400 679,952

Non-profit service providers to households 48,777 308,875 70,606 574,707

Default interest 1,107,590 36,298 931,128 131,603

TOTAL 83,193,455 45,265,766 99,687,633 64,800,375

Interest income from loans to foreign banks and to other foreign costumers amounted to 3,842,472 thousand tolars as at 31

December 2004 (4,043,353 thousand tolars as at 31 December 2003), while interest expenses from borrowings and deposits from

foreign banks and other foreign customers amounted to 6,951,645 thousand tolars as at 31 December 2004 (8,313,260 thousand

tolars as at 31 December 2003).

4. Income from capital investments and securities held for trading

IN THOUSANDS OF TOLARS 2004 2003

Income from investments in subsidiaries and associated companies

- In subsidiaries

- banks 1,998,677 1,918,781

- other financial organizations 1,233,949 959,455

- enterprises 2,500 43,938

- In associated companies

- banks 512,896 481,093

Income from other investments

- banks 2,872 -

- other financial organizations 10,569 18,038

- enterprises 29 46

Income from securities held for trading

- dividends 364,496 214,502

- interest 4,962,974 6,835,481

TOTAL 9,088,962 10,471,334
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5. Income and expenses from fees and commissions

IN THOUSANDS OF TOLARS 2004 2003

Fees and commissions income:

Payments 7,614,186 7,063,107

Agency services/brokerage 7,343,932 5,792,715

Administrative services 6,327,608 5,931,894

Lending 3,080,275 2,080,419

Guarantees 2,114,882 2,028,087

Depositing valuables in safe custody 212,082 202,447

TOTAL 26,692,965 23,098,669

Fees and commissions expense:

Banking services 3,946,249 3,409,975

Agency services/brokerage 1,369,302 588,000

Brokerage 188,166 173,285

Payments 138,982 162,583

TOTAL 5,642,699 4,333,843

NET FEES AND COMMISSIONS 21,050,266 18,764,826

6. Net profit from financial transactions

IN THOUSANDS OF TOLARS 2004 2003

Gains from financial transactions

Income from securities held for trading 5,622,666 2,368,846

Income from valuation of securities:

- debt securities not held for trading 44,864 170,877

- securities held for trading 675,789 2,045,418

- investments in subsidiaries and associated companies 158,002 307,776

- investments in other companies 331,282 473,382

- other investments - 1,413

Foreign exchange differences 29,046,336 49,749,124

Income from derivative financial instruments 6,396,737 10,107,612

Income arising from transactions in foreign currency 9,991,302 6,405,157

TOTAL 52,266,978 71,629,605

Losses from financial transactions

Expenses from securities held for trading 257,638 147,231

Expenses from valuation of securities: 

- debt securities not held for trading 240 21,105

- securities held for trading 1,046,453 754,448

- investments in subsidiaries, associated companies and jointly controlled companies 765,018 926,687

- investments in other companies 142,414 -

- other investments 9,924 77,698

Foreign exchange differences 27,502,647 51,485,523

Expenses from derivative financial instruments 7,711,410 13,248,699

Expenses arising from transactions in foreign currency 7,814,952 4,816,253

TOTAL 45,250,696 71,477,644

NET PROFIT FROM FINANCIAL TRANSACTIONS 7,016,282 151,961
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7. Other operating income

a) Analysis by type

IN THOUSANDS OF TOLARS 2004 2003

Income from non-banking services

- information technology services 1,220,599 1,480,479

- other services 1,056,916 995,392

Income from sale of tangible and intangible assets 28,360 253,587

Other operating income 377,553 307,602

TOTAL 2,683,428 3,037,060

8. Employee costs

IN THOUSANDS OF TOLARS 2004 2003

Gross salaries 16,877,606 16,511,377

Social security costs

- pension security contributions 1,557,709 1,492,088

- social security contributions 1,346,753 1,278,909

- other contributions 1,184,505 1,102,933

Other employee costs 4,318,434 3,609,741

TOTAL 25,285,007 23,995,048

9. Costs of materials and services

IN THOUSANDS OF TOLARS 2004 2003

Services 6,399,001 7,453,704

Maintenance 2,225,033 2,502,642

Material 1,930,035 2,199,741

Rental income 1,900,870 1,747,129

Advertising 813,596 788,049

Insurance 662,922 524,310

Travel costs 335,878 364,785

Education and scholarships 256,025 211,934

Entertainment expenses 227,499 201,838

Other expenses 212,213 110,629

TOTAL 14,963,072 16,104,761

10. Depreciation and revaluation expenses from property, equipment and intangible assets

IN THOUSANDS OF TOLARS 2004 2003

Depreciation of property and equipment 4,609,794 4,818,531

Amortisation of intangible assets 2,042,129 1,655,704

Expenses from intangible and tangiable assets (notes 22 and 23) 1,015,681 104,647

TOTAL 7,667,604 6,578,882
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11. Other operating expenses

IN THOUSANDS OF TOLARS 2004 2003

Taxes 26,905 33,504

Membership fees 226,152 225,891

Other employee costs 744,874 310,069

Charges for general banking risk provisions (note 33) 742,964 29,314

Other operating expenses 161,570 105,132

TOTAL 1,902,465 703,910

12. Net provisions for losses on loans and write offs less any recoveries

a) Provisions and write offs

2004 2003

Provisions Provisions Provisions Provisions 

IN THOUSANDS OF TOLARS made released made released

Write off of irrecoverable loans and debts 3,787,018 - 2,475,213 -

Write back of loans and debts - 442,572 - 237,219

Provisions for A graded balance sheet and off-balance sheet assets 10,330,446 9,138,338 13,319,720 10,274,124

Provisions for other off-balance sheet assets 12,913,152 11,757,689 10,496,099 12,278,353

Country risk provisions 14,091,425 12,218,170 10,419,204 6,547,982

Provisions for balance sheet assets, classified in other credit rating groups:

- loans and advances to banks 3,268,400 1,734,385 1,531,422 3,560,661

- loans and advances to other customers 33,035,692 30,478,967 36,974,553 36,058,248

- other assets 2,036,572 1,910,601 3,708,881 2,846,851

- accrued interest due 5,095 - 1,438 -

Provisions for operational risk 500,000 - 155,000 -

TOTAL 79,967,800 67,680,722 79,081,530 71,803,438

b) Other provisions

2004 2003

Provisions Provisions Provisions Provisions 

IN THOUSANDS OF TOLARS made released made released

Negative goodwill - 214,580 - 214,579

Other long-term provisions - 28 - 2,898

TOTAL - 214,608 - 217,477
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13. Extraordinary profit

IN THOUSANDS OF TOLARS 2004 2003

Extraordinary income 

Income from compensation-rewards and similar 67,760 49,099

TOTAL 67,760 49,099 

Extraordinary expenses 

Expenses for penalty and similar 3,868 3,051

TOTAL 3,868 3,051 

EXTRAORDINARY PROFIT 63,892 46,048 

The tax authorities carried out the balance sheet tax audit for the year 2003 and confirmed its correctness. Income tax for the year

2003 and 2004 and balance sheet tax for the year 2004 were not the subject to the tax audit.

The Bank is required to maintain an obligatory reserve with the Bank of Slovenia, relative to the volume and structure of its cus-

tomer deposits. The current requirement of the Bank of Slovenia regarding the calculation of the amount to be held as obligatory

reserve is as follows:

• 4.5 % of time deposits up to 90 days,

• 2 % of time deposits from 91 days to 2 years and deposits in foreign currency due to 2 years.

In December 2004, the obligatory reserve of the Bank amounted to 34,660,066 thousand tolars.

14. Tax

IN THOUSANDS OF TOLARS 2004 2003

Tax on profit 5,973,193 4,679,105

Other taxes 935,971 842,813

TOTAL 6,909,164 5,521,918

15. Cash and balances with the central bank

31.12.2004 31.12.2003

Tolars Foreign Tolars Foreign 

IN THOUSANDS OF TOLARS currency currency

Cash 11,548,396 4,443,395 12,135,846 4,456,697

Balances with the Central Bank  34,230,763 - 34,627,469 -

Deposits with the Central Bank - 719,229 - -

45,779,159 5,162,624 46,763,315 4,456,697

TOTAL 50,941,783 51,220,012
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A detailed maturity analysis of loans to banks is given in Note 43 - Balance sheet maturity analysis. 

16. Placements with, and loans to, other banks

a) Maturity analysis

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Short-term loans

- in tolars 3,521,550 6,630,000

- in foreign currency 69,166,111 87,355,590

Long-term loans 

- in tolars 87,443 150,586

- in foreign currency 33,091,653 21,548,891

Long term deposits with the Central Bank

- in tolars 75,590,000 -

Current portion of long-term loans

- in tolars 57,827 62,061

- in foreign currency 11,339,296 6,685,947

192,853,880 122,433,075

Provisions (2,978,094) (1,444,079)

TOTAL 189,875,786 120,988,996

b) Analysis by type of loan 

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Demand deposits 8,095,591 3,720,640

Time deposits 124,629,156 78,091,063

Loans 57,821,959 39,104,962

Called guarantees 21,936 21,657

Other investments 2,285,238 1,494,753

192,853,880 122,433,075

Provisions (2,978,094) (1,444,079)

TOTAL 189,875,786 120,988,996

c) Geographical analysis 

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Slovenia 109,171,996 30,484,968

OECD countries 41,565,399 68,478,749

Other countries 39,138,391 22,025,279

TOTAL 189,875,786 120,988,996
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d) Analysis by related party

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Subsidiaries 61,237,407 44,911,579

Associated banks 8,197,270 9,074,364

Other banks 123,419,203 68,447,132

192,853,880 122,433,075

Provisions (2,978,094) (1,444,079)

TOTAL 189,875,786 120,988,996

e) Analysis of movements

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 120,988,996 131,940,293

Increase:

- loans made 6,005,827,750 15,189,066,237

Decrease:

- repayments (5,935,058,712) (15,201,612,837)

- exchange differences (229,233) (141,881)

- write offs (119,000) (292,055)

Provisions (1,534,015) 2,029,239

Balance at 31 December 189,875,786 120,988,996
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The total amount of non-performing loans (C, D and E grading groups) amounted to 50,119,021 thousand tolars as at 31

December 2004 (46,536,974 thousand tolars as at 31 December 2003), while loans overdue amounted to 7,860,835 thousand tolars

(20,385,323 thousand tolars as at 31 December 2003). Interest income from non - performing loans, not recognised as income,

amounted to 3,541,381 thousand tolars as at 31 December 2004 (3,922,424 thousand tolars as at 31 December 2003). 

17. Loans and advances to customers

a) Analysis by type of customer

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

In tolars

- enterprises 116,839,509 163,677,076 117,763,968 165,967,731

- government department and agencies 243,259 22,534,699 5,440,242 19,588,292

- citizens 39,399,770 169,435,277 38,586,904 153,816,622

- financial organisations 4,179,418 8,442,374 4,355,042 9,506,700

- non-profit-household service providers 327,843 244,183 272,215 229,732

- non-residents - - 306 -

In foreign currency

- enterprises 63,190,463 238,787,322 47,088,355 183,667,446

- government departments and agencies 19,479 1,569,302 - 1,242,589

- citizens 602,314 12,915,002 278,804 2,680,285

- financial organisations 3,900,147 19,204,046 553,704 9,899,478

- non-residents 48,281,903 28,442,413 41,651,411 15,481,140

Current portion of long-term loans 156,301,609 (156,301,609) 146,879,272 (146,879,272)

433,285,714 508,950,085 402,870,223 415,200,743

Provisions (27,481,440) (14,364,675) (28,463,169) (10,245,670)

405,804,274 494,585,410 374,407,054 404,955,073

TOTAL 900,389,684 779,362,127
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b) Analysis by sector

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Manufacturing 221,327,063 178,144,319

Citizens 196,947,332 173,915,691

Commerce and finance 188,270,321 163,502,014

Services 166,341,751 131,553,095

Transport and communication 58,777,741 67,829,219

Ministries 23,619,863 25,515,792

Energy 10,324,296 16,646,946

Small enterprises 26,355,737 22,569,503

Construction 33,022,366 24,157,357

Agriculture, forestry and fishing 9,588,521 7,063,977

Mining 4,199,909 2,908,813

Other 3,460,899 4,264,240

942,235,799 818,070,966

Provisions (41,846,115) (38,708,839)

TOTAL 900,389,684 779,362,127

c) Analysis by type of advance 

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Loans 880,194,762 761,263,655

Overdrafts 38,686,619 42,740,772

Called guarantees 1,199,058 1,547,414

Purchased loans and receivables 22,010,042 12,377,793

Other investments 145,318 141,332

942,235,799 818,070,966

Provisions (41,846,115) (38,708,839)

TOTAL 900,389,684 779,362,127

d) Guaranteed loans

Loans, which are guaranteed by the Republic of Slovenia 

or other Slovenian banks, are as follows:

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Loans:

- Republic of Slovenia guarantees 71,739,316 71,965,521

- Other bank's guarantees 3,648,802 3,899,095

TOTAL 75,388,118 75,864,616
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e) Geographical analysis

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Slovenia 831,077,650 735,674,106

OECD countries 48,303,092 32,750,306

Other countries 21,008,942 10,937,715

TOTAL 900,389,684 779,362,127

f) Analysis by related party

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Subsidiaries 51,176,408 42,300,923

Associated and jointly controlled companies 2,597,568 2,070,809

Other companies 4,345,882 3,539,327

Others 884,115,941 770,159,907

942,235,799 818,070,966

Provisions (41,846,115) (38,708,839)

TOTAL 900,389,684 779,362,127

g) Analysis of movements

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 779,362,127 704,103,725

Increase:

- loans made 1,703,685,520 1,245,247,579

- interest added to principal 14,481,676 15,233,106

- exchange differences 2,633,455 1,441,858

- transfer from securities held for trading - 1,339,696

- loans purchased from Slovenska investicijska banka d.d. 5,266,504 -

Decrease:

- repayments (1,599,201,202) (1,185,166,611)

- write offs (3,301,404) (1,921,644)

Provisions (2,536,992) (915,582)

Balance at 31 December 900,389,684 779,362,127
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Other securities include Factor bank d.d. bonds with a total value of 150,000 thousand tolars, Slovenica d.d. bonds with a total

value of 500,000 thousand tolars and Probanka d.d. bonds with a total value 238,305 thousand tolars which have the nature of a

subordinate debt. Other than interest entitlement and the right to repayment of the principal the Bank does not have any other rights

deriving from these bonds.

The market value of debt securities available for sale exceeds their carrying value by 3,098,945 thousand tolars  as at 31 December

2004 (2,180,422 thousand tolars as at 31 December 2003).

At 31 December 2004 securities not held for trading amounting to 84,655,062 thousand tolars were listed on the stock exchange

(59,871,757 thousand tolars as at 31 December 2003).

18. Debt securities not held for trading

a)  Analysis by type of securities, available for sale 

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

In foreign currency

- Certificate of deposit of the Bank of Slovenia 167,526,779 - 194,186,509 -

- Bonds - 12,359,579 - 2,816,740

In tolars

- Bonds of the Republic of Slovenia - 135,860,215 - 122,653,250

- Bonds from others - 888,305 - 885,270

- Certificate of deposit of the Bank of Slovenia 107,734,649 - 190,257,271 -

Current portion of investment securities 11,039,978 (11,039,978) 4,264,029 (4,264,029)

286,301,406 138,068,121 388,707,809 122,091,231

TOTAL 424,369,527 510,799,040

b) Analysis by type of securities, held to maturity  

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

In foreign currency

- Bonds of the Republic of Slovenia - 999,454 - 1,487,290

- Other bonds - 4,892,879 - -

In tolars

- Bonds of the Republic of Slovenia - 23,792,445 - 22,785,184

Current portion of investment securities 400,791 (400,791) 424,940 (424,940)

400,791 29,283,987 424,940 23,847,534

TOTAL 29,684,778 24,272,474
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At 31 December 2004 the securities held for trading amounting to 4,278,062 thousand tolars were listed on the stock exchange

(86,090,183 thousand tolars as at 31 December 2003).

The market value of securities held for trading exceeds their carrying value by 5,654,418 thousand tolars as at 31 December 2004

(5,403,959 thousand tolars as at 31 December 2003).

Other securities include Factor bank d.d. bonds with a total value of 102,387 thousand tolars (01,300 thousand tolars as at 31

December 2003), which have the nature of a subordinate debt. Other than its interest entitlement and the right to repayment of the

principal the Bank doesn’t have any other rights deriving from these bonds. Other securities include also NLB bonds in the amount

of 1,747,608 thousands tolars (3,918,942 thousand tolars as at 31 December 2003).

c) Analysis of movements

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 535,071,514 479,910,865

Increase:

- purchase of securities 274,435,806 349,617,456

- revaluation and exchange differences 5,616,511 9,055,008

- transfer from securities held for trading - 37,447,763

Decrease:

- sale or repayments of securities (360,831,909) (341,072,471)

- transfer to securities held for trading (276,690) -

Reversal of impairment 39,073 112,893 

Balance at 31 December 454,054,305 535,071,514

19. Securities held for trading

a) Analysis by type of securities

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Certificates of deposits of the Bank of Slovenia 18,685,247 -

Bonds

- Republic of Slovenia 39,018,952 41,986,522

- other issuers 41,736,747 33,361,214

Shares

- banks 356,989 228,324

- other issuers 21,825,163 15,288,355

Treasury bills 5,995,097 6,024,795

Other securities 5,098,066 3,886,383

TOTAL 132,716,261 100,775,593
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b) Analysis of movements

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 100,775,593 121,272,288

Increase:

- purchase of securities 364,893,762 236,001,979

- transfer from securities not held for trading 276,690 -

- interest added 474,902 1,307,110 

Decrease:

- sale of securities (332,966,418) (219,217,336)

- exchange differences (366,887) (1,091,959)

- transfer to investment securities - (37,447,763)

- transfer to loans - (1,339,696)

Impairment/reversal of impairment (371,381) 1,290,970 

Balance at 31 December 132,716,261 100,775,593

20. Investments in subsidiaries, associated and jointly controlled companies

a) Analysis by type of investment in subsidiaries

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

In tolars

- banks 17,633,508 15,763,332

- other financial organisations 2,850,644 2,651,817

- enterprises 2,890,986 3,320,238

In foreign currency

- banks 11,236,261 10,302,692

- other financial organisations 3,429,748 2,581,977

TOTAL 38,041,147 34,620,056
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In the year 2004 the Bank increased its share in Koroπka banka, Banka Domæale, Banka Zasavje, Tutunska banka and LB Maksima.

The Bank also acquired 9,4% share in LHB Banka a.d., Beograd.

Tutunska Banka, Montenegro banka and LHB Banka are treated as subsidiaries due to the majority interest held by the NLB Group.

* Equity decreased for own shares is used in the calculation of the participation in equity and the share of voting power held.

Balance of

Equity as Profit Bank's investment

at  31 for the share- Voting as of 31

December period holding rights December

IN THOUSANDS OF TOLARS 2004 2004 % % 2004

Koroπka banka d.d., Slovenj Gradec 12,068,542 1,008,628 61.91 61.91 7,750,640

Banka Domæale d.d., Domæale 8,637,324 1,148,930 59.80 59.80 5,667,193

Banka Zasavje d.d., Trbovlje 6,356,391 498,774 70.08 70.08 4,215,674

LHB Internationale Handelsbank AG,  Frankfurt/Main 16,313,771 503,460 56.01 56.01 9,137,344

Tutunska banka a.d., Skopje 9,625,676 1,086,089 16.23 41.99 1,479,999

LB InterFinanz AG, Zürich 2,513,091 619,088 100 100 2,513,091

LB Factoring CZ, a.s., Ostrava 916,657 218,652 100 100 916,657

Slovenska investicijska banka d.d., Ljubljana (2,310,268) 122,697 80.85 80.85 -

Montenegro banka a.d., Podgorica 3,010,301 11,991 5 5 133,147

LHB Banka a.d., Beograd 3,668,210 807,574 9.40 9.40 485,771

NLB Propria d.o.o., Ljubljana 2,836,697 (189,752) 100 100 2,769,363

LB Leasing d.o.o., Ljubljana 2,772,510 412,451 55 55 1,524,880

LB Leasing d.o.o., Maribor 302,984 109,609 55 55 166,641

LB Maksima d.o.o., Ljubljana 639,561 192,671 95.95 95.95 613,596

NLB Skladi d.o.o., Ljubljana 545,527 (154,473) 100 100 545,527

FIT Leasing d.o.o., Velenje (87,301) 34,609 100 100 -

Prospera plus d.o.o., Ljubljana 121,624 2,500 100 100 121,624

The Bank's subsidiaries are:

b) Analysis by type of investment in associated and jointly controlled companies

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

In tolars

- banks 8,517,077 7,662,764

- other financial organisations 1,113,010 739,050

- enterprises 817,077 644,257

In foreign currency

- banks 2,022,797 2,026,870

TOTAL 12,469,961 11,072,941
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Balance of

Equity as Profit Bank's investment

at  31 for the share- Voting as at 31

December period holding rights December

IN THOUSANDS OF TOLARS Activity 2004 2004 % % 2004

Banka Celje d.d., Celje Banking 27,395,221 2,726,411 32.15 37.51 8,517,077

Adria Bank AG., Vienna Banking 7,107,510 226,496 28.46 28.46 2,022,797

Bankart d.o.o., Ljubljana Credit and payment cards 2,223,944 488,723 36.74 36.74 817,077

Skupna pokojninska druæba d.d., Ljubljana Insurance 777,829 12,365 27.18 27.18 279,887

The principal associated companies are:

Balance of

Equity as Profit Bank's investment

at  31 for the share- Voting as at 31

December period holding rights December

IN THOUSANDS OF TOLARS Activity 2004 2004 % % 2004

NLB Vita d.d., Ljubljana Insurance 884,430 (78,895) 50 50 444,276

Prvi Faktor d.o.o., Ljubljana Finance 772,599 104,864 50 50 388,847

Jointly controlled companies are:

c) Analysis of movement  

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 45,692,997 40,246,255

New investments 3,571,988 9,564,552

Share of profits 4,449,389 3,823,010

Exchange differences 158,851 240,722

Share of losses (387,290) (174,148)

Dividend received (2,568,141) (3,891,670)

Other adjustment of investments (564,686) (93,088)

Reversal of impairment/impairment 158,000 (105,733)

Sale of investments - (3,916,903)

Balance at 31 December 50,511,108 45,692,997
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21. Investments in other companies

a) Analysis by type of investment

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

In tolars

- other financial organisations 415,465 400,373

- enterprises 37,894 153,000

In foreign currency

- other financial organisations 159,148 157,777

- enterprises 8,033 7,930

TOTAL 620,540 719,080

b) Analysis of movements 

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 719,080 1,314,128

New investments 42,900 3,181

Sale of investments (500) (215,000)

Exchange differences 2,125 (18,733)

Impairment (142,414) -

Other (651) (364,496)

Balance at 31 December 620,540 719,080

22. Intangible assets

Intangible

assets in

course of

transfer or

construction/

Deferred implemen-

IN THOUSANDS OF TOLARS Software costs tation Total

Cost or valuation

- at 1 January 2004 11,193,862 1,744,500 6,450,792 19,389,154

Additions 5,295,812 286,567 311,615 5,893,994

Disposals - (65,789) (499,993) (565,782)

- at 31 December 2004 16,489,674 1,965,278 6,262,414 24,717,366

Depreciation

- at 1 January 2004 2,973,297 1,265,509 - 4,238,806

Disposals - (43,305) - (43,305)

Charge for the year 1,903,181 138,948 - 2,042,129

- at 31 December 2004 4,876,478 1,361,152 - 6,237,630

Net carrying value

- at 1 January 2004 8,220,565 478,991 6,450,792 15,150,348

- at 31 December 2004 11,613,196 604,126 6,262,414 18,479,736
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Intangible assets include the Bank’s information system with the carrying value of 14,726,143 thousand tolars (information system

completed for use 9,028,570 thousand tolars, information system in course of implementation 5,697,573 thousand tolars).

Accumulated amortisation of information system as at 31 December 2004 amounted to 1,739,021 thousand tolars while the amor-

tisation costs of the system in the year 2004 amounted to 882,200 thousand tolars. The remaining useful life of the information sys-

tem is between 7 and 9 years. 

The information system for the retail banking (Bancs) was partially operational in 2003 and started fully operating in January 2004.

The information system for the corporate banking (Globus) is presented under assets in the course of implementation. 

In the year 2004 the Bank concluded detailed assessment of the Globus functionality in order to determine the compliance with

business requirements. The results of the assessment indicated that certain capitalized expenditures don’t produce any future eco-

nomic benefits and accordingly the Bank partly wrote off the investment in Globus in the amount of 499,993 thousands tolars.

In order to rationalize business activities the Bank decided in the year 2004 to sale certain property, which was therefore impaired

to realizable value in the amount of 479,645 thousands tolars. For all other assets included in property and equipment there were

no evidences of impairment.

Assets held under finance lease amounted to 2,536 thousands tolars as at 31 December 2004. 

24. Treasury shares 

In the year 2004 due to the liquidation of subsidiary company LB Trading d.o.o. the Bank acquired one own share, which was dis-

posed in the same year. Accordingly the bank decreased treasury shares fund by 2 thousand tolars. The positive difference between

nominal and selling price in the amount of 23 thousands tolars is included in equity reserves.

23. Property and equipment

Assets in

course of 

transfer or

Furniture construction/

Land & and Motor implemen-

IN THOUSANDS OF TOLARS buildings Computers equipment vehicles tation Total

Cost or valuation

- at 1 January 2004 38,460,141 21,942,083 12,623,754 675,147 475,886 74,177,011

Addition - - - - 4,605,635 4,605,635

Transfers 1,157,498 2,270,783 781,016 42,607 (4,251,904) -

Disposals (252,081) (1,535,691) (472,650) (53,861) - (2,314,283)

Valuation (497,898) - - - - (497,898)

- at 31 December 2004 38,867,660 22,677,175 12,932,120 663,893 829,617 75,970,465

Depreciation

- at 1 January 2004 10,934,835 15,638,015 9,138,281 562,125 - 36,273,256

Disposals (159,927) (1,509,505) (457,629) (46,553) - (2,173,614)

Charge for the year 742,232 2,613,970 1,192,574 61,018 - 4,609,794

Valuation (18,253) - - - - (18,253)

- at 31 December 2004 11,498,887 16,742,480 9,873,226 576,590 - 38,691,183

Net carrying value

- at 1 January 2004 27,525,306 6,304,068 3,485,473 113,022 475,886 37,903,755

- at 31 December 2004 27,368,773 5,934,695 3,058,894 87,303 829,617 37,279,282
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In the year 2004 there were no contractual agreements between NLB Bank and third parties for the acquisition or disposal of NLB’s

shares on behalf of NLB Bank nor were there any contractual agreements for the pledge of NLB’s shares as collateral on Behalf of

NLB Bank.

Shares of NLB Bank held by its subsidiaries LB Propria d.o.o., Ljubljana in Koroπka banka d.d., Slovenj Gradec amounted to 490,824

thousand tolars as at 31 December 2004. In respect of these shares NLB Bank formed treasury shares fund in the year 2002.

As at 31 December 2004 there were 88,362 shares pledged on behalf of subsidiary companies of NLB Group, which presents

1.15% of subscribed capital of NLB Bank.

Receivables in the course of collection are temporary balances, which are according to the functionality of the information support

system transferred to appropriate item of other assets within next few days after the occurrence.

25. Other assets

a) Analysis by type of asset 

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Accrued interest due 2,239,381 2,879,988

Fees and commissions due 343,479 337,347

Credit cards receivables 9,411,231 9,723,013

Non authorized overdrafts 4,979,361 4,686,994

Derivative financial instruments 1,252,426 2,702,752

Debtors 221,606 303,850

Investment property 240,085 208,708

Assets aquired for debt repeyment 154,182 212,957

Claims for taxes and other dues 83,823 706,401

Stocks 114,575 74,954

Prepayments 392,612 331,433

Cheques 68,782 222,515

Receivables in the course of collection 3,313,676 1,199,776

Other assets 446,808 497,859

23,262,027 24,088,547

Provisions (5,024,676) (4,891,677)

TOTAL 18,237,351 19,196,870

b) Movement of investment property  

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 208,708 694,495

Sale of investment property - (474,762)

Transfer from property plant and equipment 64,461 -

Valuation (26,435) -

Depreciation (6,649) (11,025)

Balance at 31 December 240,085 208,708
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c) Analysis of provisions by type of asset 

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Credit card receivables 130,852 67,313

Non authorized overdrafts 4,761,635 4,710,910

Other assets 132,189 113,454

TOTAL 5,024,676 4,891,677

d) Analysis of allowances for bad and doubtful income by type of asset

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Accrued interest due 3,014,107 3,405,981

Accrued interest not yet due 566,335 552,606

Fees and commissions due 68,791 50,800

Debtors 61,901 57,193

TOTAL 3,711,134 4,066,580

26. Accrued income and deferred expenses

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Accrued interest not yet due 11,234,594 10,879,670

Accrued fees not yet due 37,570 27,802

Deferred expenses 393,799 269,015

TOTAL 11,665,963 11,176,487

27. Movements in provisions by type of asset

Transfer

Share in from Balance Share in

Balance at gross Specific Specific Slovenska at 31 gross

1 January assets provisions provisions investicijska December assets

IN THOUSANDS OF TOLARS 2004 in % made released banka d.d. 2004 in %

Placements with, and loans to other banks 1,444,079 1.18 3,268,400 (1,734,385) - 2,978,094 1.54

Placements with, and loans to 

other customers 38,708,839 4.73 33,073,945 (30,536,953) 600,284 41,846,115 4.44

Other assets 4,891,677 20.31 2,036,572 (1,910,601) 7,028 5,024,676 21.60

TOTAL 45,044,595 38,378,917 (34,181,939) 607,312 49,848,885
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28. Deposits and borrowings from banks

a) Analysis of deposits

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

On demand

- in tolars 3,960,760 7,344,938

- in foreign currency 10,507,434 10,456,512

Other short-term deposits

- in tolars 17,806,202 44,664,878

- in foreign currency 51,346,428 34,792,635

Long-term deposits

- in tolars 5,000 42,000

- in foreign currency 1,532,828 1,429,018

Current portion of long-term deposits

- in tolars 37,000 -

- in foreign currency 5,994 5,917

TOTAL 85,201,646 98,735,898

b) Analysis of borrowings

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

In foreign currency

- commercial banks 359,615 229,705,516 38,796,584 115,138,240

Current portion of long-term borrowings 42,462,138 (42,462,138) 34,145,758 (34,145,758)

TOTAL 42,821,753 187,243,378 72,942,342 80,992,482

TOTAL a) and b) 126,485,571 188,781,206 170,207,222 82,463,500

315,266,777 252,670,722
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IN THOUSANDS OF TOLARS Interest 

Currency date Maturity rate 31.12.2004

ING Bank N.V., London EUR 18.8.2009 EURIBOR + 0.20% p.a. 95,897,200

Bayerische Landesbank Girozentrale, München EUR 9.6.2006 EURIBOR + 0.225% p.a. 35,961,450

West LB, AG London EUR 6.11.2007 EURIBOR + 0.30% p.a. 15,183,723

European Investment Bank, Luxembourg USD 15.3.2016 floating interest rate 10,771,954

ING Bank N.V., London EUR 30.10.2006 EURIBOR + 0.30% p.a. 9,589,720

INTESA BCI, London EUR 22.11.2005 EURIBOR + 0.25% p.a. 7,458,671

Bank Austria AG, Wien EUR 12.1.2006 12 months EURIBOR 

+ 0.31% p.a. 2,397,430

Bayerische Landesbank Girozentrale, München EUR 9.12.2007 6 months EURIBOR 

+ 0.60% p.a. 2,157,687

Landesbank Hessen - Thüringen Girozentrale, Frankfurt/Main EUR 29.3.2012 for EUR 10,260,619.74

fixed -  5.80% p.a., for EUR

1,553,368.16 - 3 months 

EURIBOR + 0.50% p.a. 

till 31.3.2008, after 3 months

EURIBOR + 0.60% p.a. 1,825,273

WGZ Bank - Westdeutsche Genossenschafts - Zentralbank eG, Düsseldorf EUR 20.12.2007 6 months EURIBOR 

+ 0.55% p.a. 1,798,073

Overview of more significant borrowings from banks: 

c) Analysis by related party

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Subsidiary banks 26,173,317 26,906,895

Associated banks 754,644 5,988,596

Other banks 288,338,816 219,775,231

TOTAL 315,266,777 252,670,722

IN THOUSANDS OF TOLARS

Maturity 

Currency date Interest rate 31.12.2004

EUR 9.5.2005 5.4% p.a. fixed 52,536

Loans received by LHB Internationale Handelsbank AG, Frankfurt/Main, a subsidiary bank of NLB are:

d) Analysis of movements 

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 252,670,722 210,393,019

Increase:

- new borrowings and deposits 10,663,941,213 7,236,162,307

- exchange differences 426,318 3,794,470

- interest added to principal 24,524 24,886

Decrease:

- repayments (10,601,796,000) (7,197,703,960)

Balance at 31 December 315,266,777 252,670,722
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29. Deposits and borrowings from other customers

a) Analysis by type of customer

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

Demand deposits

- enterprises

- in tolars 51,543,756 - 44,722,279 -

- in foreign currency 25,618,855 - 25,876,832 -

- Government departments and agencies

- in tolars 14,522,809 - 5,799,958 -

- in foreign currency 549,364 - 362,426 -

- citizens

- in tolars 249,972,641 - 171,458,475 -

- in foreign currency 44,991,186 - 142,966,521 -

- other financial organisations

- in tolars 1,129,505 - 1,417,908 -

- in foreign currency 742,683 - 777,573 -

- non-profit household service providers

- in tolars 8,275,961 - 6,979,728 -

- in foreign currency 1,194,842 - 1,145,107 -

- non-residents

- in tolars 2,254,903 - 1,805,732 -

- in foreign currency 9,932,926 - 9,867,335 -

Time deposits

- enterprises

- in tolars 79,135,665 8,021,117 76,726,189 17,234,390

- in foreign currency 20,621,115 236,506 23,547,134 40,527

- government departments and agencies

- in tolars 21,443,918 3,084,568 24,670,569 5,504,352

- in foreign currency 155,833 - 24,467 -

- citizens

- in tolars 219,368,167 53,520,466 238,790,880 83,224,258

- in foreign currency 247,762,439 20,176,322 123,734,873 27,906,889

- other financial organisations

- in tolars 25,698,404 17,850,097 9,889,645 23,798,254

- in foreign currency 3,394,453 50,958 1,103,581 37,616

- non-profit household service providers

- in tolars 5,064,495 344,936 5,078,097 1,191,678

- in foreign currency 1,668,076 1,008 1,840,808 -

- non-residents

- in tolars 908,530 59,031 779,749 88,267

- in foreign currency 11,517,115 2,659,159 10,029,976 3,482,327

Current portion of long-term deposits 51,462,745 (51,462,745) 83,702,170 (83,702,170)

TOTAL 1,098,930,386 54,541,423 1,013,098,012 78,806,388
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b) Analysis by type of customer

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

Government departments and agencies

- in foreign currency - 2,576,975 - 3,772,650

Other financial organisations

- in tolars 3,575,755 1,554,538 5,547,055 2,481,973

- in foreign currency - 20,649,338 - 9,563,236

Non-residents

- in foreign currency - 6,362,736 - 6,914,635

Current portion of long-term borrowings 5,303,340 (5,303,340) 4,204,410 (4,204,410)

TOTAL 8,879,095 25,840,247 9,751,465 18,528,084

TOTAL a) and b) 1,107,809,481 80,381,670 1,022,849,477 97,334,472

1,188,191,151 1,120,183,949

c) Analysis by related party

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Subsidiaries 9,829,248 6,390,630

Associated and jointly controlled companies 1,483,708 829,368

Other companies 36,497,238 25,944,541

Others 1,140,380,957 1,087,019,410

TOTAL 1,188,191,151 1,120,183,949

IN THOUSANDS OF TOLARS Maturity

Currency date Interest rate 31.12.2004

CHF 26.8.2008 6 months CHF LIBOR 

+ 1.375% p.a. 278,571

EUR 1.2.2005 3 months EURIBOR 

+ 1.25% p.a. 127,064

CHF 20.10.2012 1 month CHF LIBOR 

+ 1.875% p.a. 88,952

CHF 12.6.2006 6 months CHF LIBOR 

+ 1.5% p.a. 31,440

Loans received by LB Interfinanz AG, Zürich, a subsidiary company of NLB are:
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A detailed maturity analysis of bonds is given in Note 43 - Balance sheet maturity analysis.

d) Analysis of movements 

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 1,120,183,949 1,118,591,370

Increase:

- new borrowings and deposits 20,549,346,984 18,280,890,023

- exchange differences 1,319,025 988,082

- interest added to principal 19,062,468 32,811,590

Decrease:

- repayments (20,501,721,275) (18,313,097,116)

Balance at 31 December 1,188,191,151 1,120,183,949

30. Debt securities

a) Maturity analysis

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Short-term liabilities

- in tolars 7,336,179 228,275

- in foreign currency 61,587 1,136

Long-term liabilities

- in tolars 64,628,484 65,388,870

Current portion of long-term liabilities

- in tolars 23,441,356 44,393,099

TOTAL 95,467,606 110,011,380

b) Analysis of debt securities and certificates of deposits by related parties

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Subsidiaries 239,743 236,690

Associated companies 2,058,972 7,250,000

Other investments 21,833,758 9,697,573

Other customers 71,335,133 92,827,117

TOTAL 95,467,606 110,011,380
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31. Other liabilities

a) Analysis by type of liability 

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Accrued interest due 949,030 968,070

Fees and commissions due 70,833 31,189

Liabilities to traders for credit cards 4,388,673 4,228,875

Suppliers 4,424,185 2,478,055

Accrued salaries 1,582,427 1,697,061

Taxes payable 2,592,033 526,637

Derivative financial instruments 3,505,548 2,529,779

Payments received in advance 17,030 6,896

Items in the course of payment 646,225 699,920

Liabilities for received cash in foreign currency 222,738 -

Net liabilities from funds managed on behalt of third parties 37,994 47,195

Net balance from intercompany transactions 269,485 130,065

Other liabilities 547,821 880,698

TOTAL 19,254,022 14,224,440

32. Accruals and deferred income

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Accrued interest not yet due 8,182,461 16,526,406

Items in course of collections 412,922 222,848

Accrued expenses 533,860 516,727

Deferred income 397,153 383,706

TOTAL 9,526,396 17,649,687

33. Provisions for liabilities and charges

a) Analysis by type of provision

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Provisions for A graded balance sheet and off-balance sheet assets 13,425,093 12,229,021

Provisions for other off-balance sheet assets 9,787,698 8,632,235

Provisions for country risk 9,897,706 8,024,451

Provisions for other foreseeable risks 2,508,552 2,105,000

Negative goodwill 375,514 590,094

Other provisions 782,922 107,650

TOTAL 36,777,485 31,688,451

In the year 2004 the Management Board of the Bank decided to continue further the restructuring process in order to reduce the

operating expenses. Therefore the bank established restructuring provisions in the amount of 720,000 thousands tolars.
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b) Analysis of movements

Balance

Balance at at 31

1 January Provisions Provisions Provisions December

IN THOUSANDS OF TOLARS 2004 made released utilized 2004

Provisions for A graded balance sheet and 

off-balance sheet assets 12,229,021 10,334,410 (9,138,338) - 13,425,093

Provisions for other off-balance sheet assets 8,632,235 12,913,152 (11,757,689) - 9,787,698

Provisions for country risk 8,024,451 14,091,425 (12,218,170) - 9,897,706

Negative goodwill 590,094 - (214,580) - 375,514

Provisions for other foreseeable risks 2,105,000 500,000 - (96,448) 2,508,552

Other provisions 107,650 743,014 (28) (67,714) 782,922

TOTAL 31,688,451 38,582,001 (33,328,805) (164,162) 36,777,485

34. Provisions for general banking risks 

IN THOUSANDS OF TOLARS 2004 2003

Balance at 1 January 3,839,370 2,228,616

Provisions made 2,150,000 2,400,000

Provisions released - (500,000)

Provisions utilized - (289,246)

Balance at 31 December 5,989,370 3,839,370

35. Subordinated liabilities

Due 

IN THOUSANDS OF TOLARS Currency date Interest rate 31.12.2004 31.12.2003

Subordinated loans EUR EURIBOR + 2.5% p.a. - 5,917,257

EUR EURIBOR + 2.3% p.a. - 8,284,161

EUR 24.07.2012 EURIBOR + 1.2% p.a. 

to 24.7.2007, after that 

EURIBOR + 1.5% p.a. 21,576,870 21,302,127

Subordinated securities Tolars 09.06.2013 7.0 % 11,602,615 11,587,067

In tolars with foreign currency 

clause 24.11.2008 5.0 % 4,060,493 4,004,946

EUR 02.06.2014 3.426 % 11,987,150 -

EUR 17.12.2014 3.775 % 23,974,300 -

TOTAL 73,201,428 51,095,558
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In accordance with the Decree on the calculation of capital, capital requirements and capital adequacy of banks and savings banks,

one subordinated long-term loan and issued subordinate securities are included in the Bank’s Tier 2 capital. The issued subordinate

securities do not contain any provisions on conversion to capital or any other liabilities.

In the year 2004 the Bank prepaid three subordinated loans and issued new subordinated securities. New subordinate securities

are perpetual floating rate notes that have the nature of subordinate hybrid financial instrument in accordance with the Regulation

on capital adequacy of banks and savings banks and can therefore be included in supplementary capital for the purpose of capital

adequacy calculation. Securities have no fixed maturity. The call option gives the bank the right to redeem these securities after 10

years from the date of their issuance.

As at 31 December 2004 7,682,015 ordinary shares represented the capital of the Bank, each with a nominal value of 2,000 tolars.

Shares are issued in non-material form and registered in the Central Securities Clearing Corporation. All shares are ordinary and

inscribed. 

At 31 December 2004 there were 901 shareholders. The Bank's shareholders are 259 corporate entities, 640 citizens and 2 non -

residents. The number of shareholders in the year 2004 decreased by 18 or 2 % in comparison with the year 2004.

According to the decision of the Assembly in the year 2004 the Bank paid a dividend for the year 2003 of 286 tolars per share

amounting to 2,197,364 thousand tolars. 

36. Subscribed capital

a) Analysis of subscribed capital by type of shareholder

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Enterprises 1,255,618 1,245,774

Government departments and agencies 6,251,896 6,250,496

Banks 6,074,742 6,075,048

Other financial organisations 1,673,542 1,653,668

Citizens 108,232 139,044

TOTAL 15,364,030 15,364,030

b) Components of equity

IN THOUSANDS OF TOLARS 31.12.2004 31.12.2003

Subscribed capital 15,364,030 15,364,030

Equity reserves 13,603,399 13,603,376

Profit reserves 70,814,025 66,824,307

- Own shares fund 490,824 490,826

Retained earnings 2 37

General capital revaluation adjustment 11,791,560 11,791,560

Specific capital revaluation adjustment 6,084,180 5,564,235

Net profit for the period 3,440,368 2,746,677

TOTAL CAPITAL 121,097,564 115,894,222

Basic earnings per share at 31 December 2004 amounted to 896 tolars (715 tolars as at 31 December 2003). The weighted aver-

age number of ordinary shares outstanding during the year ended 31 December 2004 was 7,682,015 (7,682,015 as at 31 December

2003).
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If the Bank maintained capital at the rate equal to the general price index in the year 2004, profit before tax would amount to

10,038,866 thousand tolars (5,742,734 thousand tolars as at 31 December 2003). If instead of the general prices index the growth

rate for Euro in the year 2004 was used it would result in a profit before tax at amount of 12,299,246 thousand tolars (7,896,081

thousand tolars as at 31 December 2003).

c) Distributable net profit for the year 2004

In accordance with the decision of the supervisory Board net profit for the year 2004 in the amount of 3,440,369 thousand tolars

was transferred to other profit reserves, while the retained earnings and remaining part of net profit for the year 2004 in the amount

of 3,440,370 thousand tolars represent distributable net profit for the year 2004. 

37. Off-balance sheet 

a) Analysis by types of contingent liabilities and commitments 

31.12.2004 31.12.2003

Foreign Foreign 

IN THOUSANDS OF TOLARS Tolars currency Tolars currency

Short-term guarantees 

- financial 26,356,546 9,704,064 12,249,325 7,319,351

- service 12,027,103 5,373,641 11,709,780 6,922,344

Long-term guarantees 

- financial 21,693,172 98,095,874 35,517,893 84,788,825

- service 37,343,713 8,088,990 29,754,982 27,978,849

Letters of credit - 4,472,486 - 3,298,675

Guaranteed and accepted bills - 6,284,123 - 4,024,168

Commitments to extend credit 159,771,495 44,690,337 147,877,365 28,714,535

Other 1,463,066 - - -

Derivative financial instruments 997,229 2,151,628 812,171 4,142,084

259,652,324 178,861,143 237,921,516 167,188,831

Provisions (5,766,899) (4,020,799) (4,777,568) (3,854,667)

TOTAL 253,885,425 174,840,344 233,143,948 163,334,164

According to the Bank of Slovenia's methodology the total off-balance sheet items amounted to 747,661,027 thousand tolars

(1,731,126,938 thousand tolars as at 31 December 2003). In accordance with the Decree on the Classification of Balance Sheet and

Off-Balance Sheet Asset items of Banks and Savings Banks the total contingent liabilities with risk exposure amounted to

438,513,467 thousand tolars (405,110,347 thousand tolars as at 31 December 2003). The difference to the total off balance sheet

items of the Bank consists of transactions or items that are treated as risk less contingent liabilities such as currency spot transactions

and difference between contractual and replaceable value of derivatives.
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b) Analysis of derivative financial instruments 

31.12.2004 31.12.2003

IN THOUSANDS OF TOLARS Short-term Long-term Short-term Long-term

Forward contracts

- for hedging - - 239,463 -

- for trading 19,962,661 3,297,249 61,863,996 700,944

Swaps with Bank of Slovenia 166,623,771 - 822,556,848 -

Other swaps 41,427,177 49,408,644 44,460,078 -

Options 9,627,025 7,653,969 15,352,876 -

Futures 477,338 - 733,740 -

Forward contracts to buy or sell securities 3,566,658 2,563,497 1,623,977 526,792

241,684,630 62,923,359 946,830,978 1,227,736

304,607,989 948,058,714

Those derivative financial instruments, which provide effective economic hedges under the risk management strategy of the Bank,

do not qualify for hedge accounting under the specific accounting rules and are therefore treated as derivatives held for trading.

Financial statements of the Bank for the year 2003 include provisions for financial derivative instruments in the amount of 37,275

thousand tolars (14,534 thousand tolars as at 31 December 2003).

In the year 2004 the central bank offered Slovenian banks a possibility of permanent purchase of foreign currencies, which result-

ed in the reduction of foreign currency swaps with the Bank of Slovenia.

c) Assets pledged 

No assets are pledged as collateral for liabilities of the Bank as at 31 December 2004. 

38. Funds managed on behalf of third parties

The Bank manages assets totaling 286,137,422 thousand tolars (135,627,971 thousand tolars as at 31 December 2003) on behalf

of third parties. Managed funds’ assets are accounted for separately from those of the Bank. Income and expenses of these funds

are for the account of the respective fund and no liability falls on the Bank in connection with these transactions. The Bank is com-

pensated for its services by fees chargeable to the funds.  

39. Foregin branches

The Bank has a branch in Triest, which total assets amounted to amounted to 38,418,434 thousand tolars as of 31 December 2004

(29,256,279 thousand tolars as at 31 December 2003) and net profit for the year 2004 5,477 thousand tolars (3,297 thousand tolars

as at year 2003).
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40. Related party transactions

Balance Balance

at 31 at 31 Repayments

December December Interes in the year

IN THOUSANDS OF TOLARS 2004 2003 rate  2004

Loans and advances to

- Management board members 49,872 47,778 TOM + 1.3 % 2,037

- Supervisory board members 6,201 557 799

- Other key managers 292,603 298,871 TOM + 1.3 % 49,700

- Shareholders 80,568,760 71,844,894

Securities

- Shareholders 184,266,101 197,704,186

Deposits from

- Management board members 33,097 13,259

- Supervisory board members 8,619 10,054

- Other key managers 399,601 455,325

- Shareholders 59,576,477 79,897,033

Loans received from

- Shareholders 2,959,491 3,905,927

Debt securities

- Shareholders 37,147,586 52,585,017

Subordinate loans received from:

- Shareholders 26,803,391 35,198,645

2004 2003

Receipts

- Management board members 368,012 251,590

- Supervisory board members 3,400 4,787

- Other key managers 1,828,578 1,463,065

Receipts include gross salaries, remunerations, vacation bonus, management insurance, jubilee bonuses and additional pension

insurance.
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41. Fair value of financial instruments

31.12.2004 31.12.2003

Carrying Fair Carrying Fair 

IN THOUSANDS OF TOLARS value value value value

Placements with, and loans to, other banks 189,875,786 193,463,929 120,988,996 121,862,894

Loans and advances to customers 900,389,684 919,127,908 779,362,127 796,440,383

Investment securities, available for sale 424,369,527 427,468,472 510,799,040 513,811,862

Investment securities, held to maturity 29,684,778 29,684,167 24,272,474 23,075,192

Investments in capital 51,131,648 51,131,648 46,412,077 46,412,077

Securities held for trading 132,716,261 138,370,679 100,775,593 106,476,792

Derivative financial instruments - other assets 1,252,426 1,884,506 2,702,752 3,307,693

Deposits from banks 85,201,646 83,606,516 98,735,898 98,252,844

Borrowing from banks 230,065,131 227,015,758 153,934,824 150,270,214

Deposits from other customers 1,153,471,809 1,123,513,993 1,091,904,400 1,068,370,086

Borrowing from other customers 34,719,342 34,492,504 28,279,549 27,519,903

Debt securities 95,467,606 98,234,879 110,011,380 111,871,354

Subordinated liabilities 73,201,428 75,061,081 51,095,558 50,462,918

Derivative financial instruments - other liabilities 3,505,548 3,505,548 2,529,779 2,531,986

Placements with and loans to other bank

The estimated fair value of the deposits is based on discounted cash flows using prevailing money market interest rates for debts

with similar credit risk and remaining maturity.

Loans and advances to customers

Loans and advances are net of specific provisions for impairment. The Bank uses a discount rate adjustment approach. In other

words, the stream of contracted cash flows forms the basis for the present value computation, and the rates used to discount those

cash flows reflect the uncertainties of cash flows.

Debt securities held to maturity

The fair value of other securities held to maturity is based on their quoted market price or calculated by using discounted cash flows

techniques and it is higher or equal to the carrying value of these securities.

Deposits

The fair value to the depository institution of a demand deposits on the expectations of the timing and amounts of withdrawals of

the existing balance, the level of prevailing interest rates with similar terms, the costs of servicing the deposit and the bank's own

credit risk. This is essentially important for core demand deposits, which have a positive fair value.

The estimated fair value of other deposits is based on discounted cash flows using interest rates for new debts with similar remain-

ing maturity.
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42. Segmental analysis 2004

Other

Retail Corporate Financial (unallo- 

IN THOUSANDS OF TOLARS network business markets cated) The Bank

Net interest income 25,622,728 9,465,794 (1,331,204) 4,170,371 37,927,689

Income from investing in capital 1,128,447 602,174 6,605,470 752,871 9,088,962

Net fees and commissions 16,868,877 3,698,070 211,618 271,701 21,050,266

Net profit (loss) from finance transactions 1,404,143 (29,413) 5,900,972 (259,420) 7,016,282

Other operating income 1,686,795 14,573 32,882 949,178 2,683,428

Employee costs (19,611,310) (2,879,304) (2,711,733) (82,660) (25,285,007)

Other expenses (11,729,246) (1,445,699) (1,583,798) (204,329) (14,963,072)

Depreciation and revaluation expenses (6,027,115) (766,651) (737,924) (135,914) (7,667,604)

Other operating expenses (625,788) (94,416) (86,074) (1,096,187) (1,902,465)

Losses on loans and advances less recoveries (3,186,523) (5,909,902) (2,895,239) (80,806) (12,072,470)

Extraordinary income/expenses 7,122 2 (127) 56,895 63,892

Segment result 5,538,130 2,655,228 3,404,843 4,341,700 15,939,901

Income/(expenses) made between segments  22,017,075 (9,639,087) (18,447,218) 6,069,230 -

Provisions for general banking risks (2,150,000)

PROFIT BEFORE TAX 13,789,901

Taxes (6,909,164)

NET PROFIT FOR THE YEAR 6,880,737

Total assets 344,602,812 575,247,109 1,055,212,312 (110,290,434) 1,864,771,799

Total liabilities 987,361,150 125,456,723 617,986,701 12,869,661 1,743,674,235

Equity - - - 121,097,564 121,097,564

The Bank's organisational structure is from the beginning of the year 2004 based on 3 major business segments (value generation

centres). This business segments are used for segment reporting for the year 2004:

1. Financial markets, including: treasury, investment banking and capital investments

2. Corporate business, including: large companies and state companies (public sector)

3. Retail network, including: payment and credit cards, loans to and deposits from individual clients, balances on their accounts etc.

Other operations comprise support centre (information technology and administration) and management centre, none of which

constitutes a separately reportable segment.
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2003

Other

Retail Corporate Financial (unallo-

IN THOUSANDS OF TOLARS network business markets cated) The Bank

Net interest income 21,111,282 10,028,300 (106,026) 3,853,702 34,887,258

Income from investing in capital 1,026,405 547,852 8,209,284 687,793 10,471,334

Net fees and commissions 14,702,775 3,600,263 385,154 76,634 18,764,826

Net profit (loss) from finance transactions 1,212,284 110,926 (890,230) (281,019) 151,961 

Other operating income 1,882,443 11,525 18,647 1,124,445 3,037,060

Employee costs (18,155,302) (2,687,968) (3,122,770) (29,008) (23,995,048)

Other expenses (12,136,203) (1,503,764) (2,168,955) (295,839) (16,104,761)

Depreciation and revaluation expenses (4,986,129) (634,186) (798,485) (160,082) (6,578,882)

Other operating expenses (265,619) (44,099) (46,326) (347,866) (703,910)

Losses on loans and advances less recoveries (2,678,826) (803,596) (3,120,759) (457,434) (7,060,615)

Extraordinary income/expenses 7,314 1,137 - 37,597 46,048 

Segment result 1,720,424 8,626,390 (1,640,466) 4,208,923 12,915,271

Income/(expenses) made between segments  29,420,398 (12,657,853) (23,782,860) 7,020,315 -

Provisions for general banking risks (1,900,000)

PROFIT BEFORE TAX 11,015,271

Taxes (5,521,918)

NET PROFIT FOR THE YEAR 5,493,353

Total assets 298,852,948 493,229,649 909,052,154 16,123,028 1,717,257,779

Total liabilities 942,970,574 110,924,332 473,387,703 74,080,948 1,601,363,557

Equity - - - 115,894,222 115,894,222
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43. Balance sheet maturity analysis

Year ended 31 December 2004: Up to 1 Month to 3 Months 1 to 5 Over

IN THOUSANDS OF TOLARS 1 Month 3 Months to 1 Year Years 5 Years Total

Cash and balances with the Central Bank 50,941,783 - - - - 50,941,783

Placements with, and loans to, other banks 39,116,534 16,768,176 26,133,552 104,895,790 2,961,734 189,875,786

Loans and advances to customers 37,905,513 91,404,320 276,494,441 341,575,732 153,009,678 900,389,684

Debt securities not held for trading 112,545,594 151,261,446 22,895,157 89,049,383 78,302,725 454,054,305

Securities held for trading 129,710,341 - 3,005,920 - - 132,716,261

Investments in subsidiaries, associated companies 

and jointly controlled companies - - - - 50,511,108 50,511,108

Investments in other companies - - - - 620,540 620,540

Intangible assets - - - 2,717,181 15,762,555 18,479,736

Property and equipment - - - 9,736,165 27,543,117 37,279,282

Other assets 16,411,345 - 1,403,388 422,618 - 18,237,351

Accrued income and deferred expenses 1,367,585 1,872,432 8,425,946 - - 11,665,963

TOTAL ASSETS 387,998,695 261,306,374 338,358,404 548,396,869 328,711,457 1,864,771,799

Deposits and borrowings from banks 65,579,189 18,556,351 42,350,031 172,351,486 16,429,720 315,266,777

Deposits and borowings from other customers 503,650,105 301,761,749 302,397,627 71,129,845 9,251,825 1,188,191,151

Debt securities 11,075,813 7,693,518 12,069,791 51,570,900 13,057,584 95,467,606

Other liabilities 13,970,195 15,855 5,267,972 - - 19,254,022

Accruals and deferred income 1,628,653 1,363,744 6,173,692 360,307 - 9,526,396

Provisions for liabilities and charges 1,937,975 1,556,482 3,872,606 24,742,207 4,668,215 36,777,485

Provisions for general banking risks - - - - 5,989,370 5,989,370

Subordinated liabilities - - - 4,060,493 69,140,935 73,201,428

Subscribed capital - - - - 15,364,030 15,364,030

Equity reserves - - - - 13,603,399 13,603,399

Profit reserves - - - - 70,814,025 70,814,025

Capital revaluation adjustment - - - - 17,875,740 17,875,740

Retained profits - - - - 2 2

Net profit for the period - - - - 3,440,368 3,440,368

TOTAL LIABILITIES 597,841,930 330,947,699 372,131,719 324,215,238 239,635,213 1,864,771,799

DIFFERENCE BETWEEN ASSETS AND LIABILITIES (209,843,235) (69,641,325) (33,773,315) 224,181,631 89,076,244 -

31 December 2003

TOTAL ASSETS 353,261,655 216,231,724 475,379,122 411,710,369 260,674,909 1,717,257,779

TOTAL LIABILITIES 619,247,638 244,287,435 412,961,786 207,530,762 233,230,158 1,717,257,779

DIFFERENCE BETWEEN ASSETS AND LIABILITIES (265,985,983) (28,055,711) 62,417,336 204,179,607 27,444,751 -
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44. Balance sheet analysis by currency  

In Tolars

with foreign

Year ended 31 December 2004: currency

IN THOUSANDS OF TOLARS Tolars  clause EUR USD Other Total

Cash and balances with the Central Bank 45,779,159 - 3,278,876 479,524 1,404,224 50,941,783

Placements with, and loans to, other banks 79,139,146 117,674 90,909,625 15,822,247 3,887,094 189,875,786

Loans and advances to customers 484,771,546 14,592,061 363,080,470 19,455,799 18,489,808 900,389,684

Debt securities not held for trading 268,037,311 238,305 172,538,614 11,070,429 2,169,646 454,054,305

Securities held for trading 87,363,585 3,439,475 28,339,695 12,736,298 837,208 132,716,261

Investments in subsidiaries, associated companies 

and jointly controlled companies 33,822,302 - 11,293,287 - 5,395,519 50,511,108

Investments in other companies 453,359 - 167,181 - - 620,540

Intangible assets 18,410,508 16,947 52,281 - - 18,479,736

Property and equipment 37,215,608 - 63,674 - - 37,279,282

Other assets 15,664,967 16,106 1,567,808 968,555 19,915 18,237,351

Accrued income and deferred expenses 10,775,075 44,410 779,485 32,800 34,193 11,665,963

TOTAL ASSETS 1,081,432,566 18,464,978 672,070,996 60,565,652 32,237,607 1,864,771,799

Deposits and borrowings from banks 21,808,962 - 270,395,867 16,630,793 6,431,155 315,266,777

Deposits and borowings from other customers 762,631,543 4,697,719 362,968,784 42,503,303 15,389,802 1,188,191,151

Debt securities 81,608,982 13,797,037 51,566 10,021 - 95,467,606

Other liabilities 16,013,418 30,923 1,992,416 1,192,195 25,070 19,254,022

Accruals and deferred income 7,287,084 280,527 1,854,928 65,821 38,036 9,526,396

Provisions for liabilities and charges 16,746,671 360,771 16,757,980 1,615,043 1,297,020 36,777,485

Provisions for general banking risks 5,989,370 - - - - 5,989,370

Subordinated liabilities 11,602,615 4,060,493 57,538,320 - - 73,201,428

Subscribed capital 15,364,030 - - - - 15,364,030

Equity reserves 13,603,399 - - - - 13,603,399

Profit reserves 70,814,025 - - - - 70,814,025

Capital revaluation adjustment 17,875,740 - - - - 17,875,740

Retained profits 2 - - - - 2

Net profit for the period 3,440,368 - - - - 3,440,368

TOTAL LIABILITIES 1,044,786,209 23,227,470 711,559,861 62,017,176 23,181,083 1,864,771,799

DIFFERENCE BETWEEN ASSETS AND LIABILITIES 36,646,357 (4,762,492) (39,488,865) (1,451,524) 9,056,524 -

Derivative financial instruments (94,925,363) - 106,323,046 (5,494,443) (6,753,964) (850,724)

31 December 2003

TOTAL ASSETS 1,028,491,465 22,882,781 579,293,797 60,270,753 26,318,983 1,717,257,779

TOTAL LIABILITIES 1,040,861,713 25,132,472 568,224,093 59,110,924 23,928,577 1,717,257,779

DIFFERENCE BETWEEN ASSETS AND LIABILITIES (12,370,248) (2,249,691) 11,069,704 1,159,829 2,390,406 -

Derivative financial instruments 24,522,950 - (15,200,302) (4,949,529) (2,585,233) 1,787,886
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45. Effective interest rates

The interest rate risk exposure analysis of the Non

bank's balance sheet as at 31 December 2004: interest Interest Up to 1 Month 3 Months Over

IN THOUSANDS OF TOLARS Total bearing bearing 1 month to 3 Months to 1 Year 1 Year

ASSETS

Cash and balances with the Central Bank 50,941,783 16,711,021 34,230,762 34,230,762 - - -

Placement with, and loans to, other banks 189,875,786 - 189,875,786 120,209,256 36,011,461 33,551,779 103,290

Loans and advances to customers 900,389,684 - 900,389,684 380,396,690 189,070,317 190,124,545 140,798,132

Debt securities not held for trading 454,054,305 - 454,054,305 239,751,128 153,236,840 18,958,970 42,107,367

Securities held for trading 132,716,261 22,182,152 110,534,109 107,528,189 34,375 2,971,545 -

Investments in subsidiaries, associated companies

and jointly controlled companies 50,511,108 50,511,108 - - - - -

Investments in other companies 620,540 620,540 - - - - -

Intangible assets 18,479,736 18,479,736 - - - - -

Property and equipment 37,279,282 37,279,282 - - - - -

Other assets 18,237,351 18,019,625 217,726 217,726 - - -

Accrues income and deferred expenses 11,665,963 11,665,963 - - - - -

TOTAL ASSETS 1,864,771,799 175,469,427 1,689,302,372 882,333,751 378,352,993 245,606,839 183,008,789

LIABILITIES

Deposits and borrowings from banks 315,266,777 - 315,266,777 86,650,149 38,373,621 188,525,661 1,717,346

Deposits and borrowings from other 

customersbanks 1,188,191,151 - 1,188,191,151 922,798,674 163,687,688 94,636,050 7,068,739

Debt securities 95,467,606 - 95,467,606 39,909,420 3,919,636 10,218,241 41,420,309

Other liabilities 19,254,022 19,254,022 - - - - -

Accruals and deferred income 9,526,396 9,526,396 - - - - -

Provisions for liabilities and charges 36,777,485 36,777,485 - - - - -

Provisions for general banking risks 5,989,370 5,989,370 - - - - -

Subordinated liabilities 73,201,428 - 73,201,428 - 35,889,857 21,533,914 15,777,657

Subscribed capital 15,364,030 15,364,030 - - - - -

Equity reserves 13,603,399 13,603,399 - - - - -

Profit reserves 70,814,025 70,814,025 - - - - -

Capital revaluation adjustment 17,875,740 17,875,740 - - - - -

Retained profits 2 2 - - - - -

Net profit for the period 3,440,368 3,440,368 - - - - -

TOTAL LIABILITIES 1,864,771,799 192,644,837 1,672,126,962 1,049,358,243 241,870,802 314,913,866 65,984,051

DIFFERENCE BETWEEN ASSETS AND LIABILITIES (167,024,492) 136,482,191 (69,307,027) 117,024,738

31 December 2003

TOTAL ASSETS 834,087,875 287,618,696 360,146,358 73,664,330

TOTAL LIABILITIES 1,056,512,625 192,797,328 225,337,772 59,313,884

DIFFERENCE BETWEEN ASSETS AND LIABILITIES (222,424,750) 94,821,368 134,808,586 14,350,446
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46. Effective interest rates

2004 2003

In In foreign In In foreign 

IN % tolar currency tolar currency

ASSETS

Cash and balances with the Central Bank 0.68 - 0.84 -

Placements with. and loans to. other banks 4.17 2.87 6.53 2.62

Loans and advances to customers 8.35 3.59 10.27 3.88

Debt securities not held for trading 6.91 2.04 10.33 2.24

Securities held for trading 5.01 2.85 5.96 3.49

Other assets 0.86 - 0.50 -

TOTAL ASSETS 6.63 2.96 8.66 3.04

LIABILITIES

Deposits from banks 4.28 1.53 7.82 1.34

Borrowings from banks 4.81 2.56 6.13 3.09

Deposits from other customers 3.29 0.86 5.49 1.37

Borrowings from other customers 5.72 2.56 10.34 2.68

Debt securities 7.25 1.72 9.01 0.71

Other liabilities 0.35 - 0.31 -

Subordinated liabilities 7.01 3.68 7.24 4.23

TOTAL LIABILITIES 3.26 1.52 5.11 1.91

Effective interest rates are calculated on the basis of daily averages for each interest bearing balance sheet item (separately for tolars

and foreign currencies), Interest income from loans to banks and loans to other customers are increased by commitment fees and

commissions related to these loans. 
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Audited consolidated financial
statements for NLB Group under

International Financial Reporting Standards
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Statement of management’s responsibilities

The management are responsible for preparing financial statements for each financial year that present fairly the state of affairs of

the Bank and its subsidiaries as at the end of the financial year and of the profit or loss for that period.

The management confirm that suitable accounting policies have been used and applied consistently and reasonable and prudent

judgements and estimates have been made in the preparation of the financial statements for the year ended 31 December 2004.

The management also confirm that applicable International Financial Reporting Standards have been followed and that the finan-

cial statements have been prepared on the going concern basis.

The management are responsible for keeping proper accounting records, for taking reasonable steps to safeguard the assets of the

Bank and its subsidiaries and to prevent and detect fraud and other irregularities.

Management Board

Pierre Van Keirsbilck

Member of the 

Management Board

Andrej Hazabent

Member of the 

Management Board

Marjan Kramar

President of the 

Management

Board & CEO

Erik Luts

Member of the 

Management

Board

Borut StaniË

Member of the 

Management

Board

Matej Narat

Member of the 

Management

Board
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Report of the auditors

To the Members of Nova Ljubljanska banka d.d., Ljubljana

We have audited the accompanying consolidated balance sheet of Nova Ljubljanska banka d.d. Ljubljana and its subsidiaries (the

Group) as of 31 December 2004 and the related consolidated statements of income, changes in equity and cash flows for the year

then ended. These financial statements set out on pages 155 to 201 are the responsibility of the management. Our responsibility is

to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we plan and per-

form the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also

includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall

financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion the consolidated financial statements give a true and fair view of the financial position of the Group as of 31

December 2004 and of the results of its operations, changes in equity and its cash flows for the year then ended in accordance

with International Financial Reporting Standards.

PricewaterhouseCoopers

Ljubljana, 26 April 2005
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IN MILLIONS OF TOLARS Notes 2004 2003

Interest and similar income 6 124,824 137,609

Interest expense and similar charges 6 (54,512) (74,637)

NET INTEREST INCOME 70,312 62,972

Fees and commissions income 7 30,439 27,032

Fees and commissions expense 7 (6,580) (4,872)

NET FEES AND COMMISSIONS 23,859 22,160

Gains arising from securities held for trading (net) 5,760 6,149

Gains arising from investment securities (net) 719 2,095

Gains arising from dealing in foreign currencies (net) 2,549 2,015

(Losses)/gains arising from derivatives (1,124) (2,965)

Foreign exchange gains and losses (net) 2,427 (1,106)

Other operating income 8 5,914 7,474

OPERATING INCOME 110,416 98,794

Impairment losses 9 (18,519) (12,576)

General administrative expenses 10 (58,699) (56,434)

Other operating expenses 11 (13,323) (11,847)

PROFIT FROM OPERATIONS 19,875 17,937

Share of profits of associated companies and joint ventures 20 2,154 2,065

PROFIT BEFORE TAX 22,029 20,002

Income tax expense 12 (6,260) (8,045)

PROFIT AFTER TAX 15,769 11,957

Minority interest 35 (2,627) (2,344)

NET PROFIT 13,142 9,613

Basic and diluted earnings per share (expressed in tolars per share) 13 1,711 1,251

The accompanying notes form an integral part of these consolidated financial statements.

Consolidated income statement for the year ended 31 december 2004
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IN MILLIONS OF TOLARS Notes 2004 2003

ASSETS

Cash and balances with the Central Bank 14 75,372 70,456

Placements with, and loans to banks 15 490,718 558,876

Securities held for trading 16 186,180 148,863

Loans and advances to customers 17 1,380,910 1,155,988

Investment securities 18 123,397 108,596

Investment property 19 4,046 4,777

Investments in associated companies and joint ventures 20 13,077 10,631

Other assets 21 16,570 18,623

Accrued income and deferred expenses 23 14,829 13,548

Property and equipment 24 60,449 62,578

Intangible assets 25 18,951 15,646

TOTAL ASSETS 2,384,499 2,168,582

LIABILITIES

Deposits from banks 26 121,151 139,180

Borrowings from banks 27 362,442 257,147

Deposits from other customers 28 1,389,735 1,286,581

Borrowings from other customers 29 83,738 76,180

Debt securities 30 93,919 106,279

Other liabilities 31 40,391 37,332

Accruals and deferred income 32 12,063 20,802

Provisions for liabilities and charges 33 16,860 12,194

Subordinated liabilities 34 72,990 51,800

TOTAL LIABILITIES 2,193,289 1,987,495

Minority interest 35 27,057 28,015

SHAREHOLDERS' EQUITY

Share capital 37 15,364 15,364

Share premium 12,546 12,546

Less: treasury shares (69) (69)

Retained earnings 103,212 94,481

Reserves 38 33,100 30,750

TOTAL SHAREHOLDERS' EQUITY 164,153 153,072

TOTAL EQUITY AND LIABILITIES 2,384,499 2,168,582

The accompanying notes form an integral part of these consolidated financial statements.

The Management Board authorised for issue the financial statements and notes to the financial statements.

Ljubljana, 26 April 2005

Consolidated balance sheet as at 31 december 2004

Pierre Van Keirsbilck

Member of the 

Management Board

Andrej Hazabent

Member of the 

Management Board

Marjan Kramar

President of the 

Management

Board & CEO

Erik Luts

Member of the 

Management

Board

Borut StaniË

Member of the 

Management

Board

Matej Narat

Member of the 

Management

Board
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Share

Share premium Retained Total

IN MILLIONS OF TOLARS Capital Reserves reserve Earnings Equity

Balance at 1 January 2003 15,364 28,231 12,477 81,972 138,044

Adjustment to opening balance (note 2x) - - - 7,625 7,625

Balance at 1 January 2003 - restated 15,364 28,231 12,477 89,597 145,669

Foreign exchange difference on net assets of subsidiaries and associates - 180 - 291 471

Profit for the year - - - 9,613 9,613

Dividends paid - - - (2,501) (2,501)

Transfer to general banking reserve - 2,339 - (2,339) -

Other - - - (180) (180)

Balance at 31 December 2003 15,364 30,750 12,477 94,481 153,072

Balance at 1 January 2004 15,364 30,750 12,477 94,481 153,072

Foreign exchange difference on net assets of subsidiaries and associates - (178) - 23 (155)

Profit for the year - - - 13,142 13,142

Dividends paid - - - (2,187) (2,187)

Transfer to general banking reserve - 2,528 - (2,528) -

Other - - - 281 281

Balance at 31 December 2004 15,364 33,100 12,477 103,212 164,153

The accompanying notes form an integral part of these consolidated financial statements.

Consolidated statement of changes in equity for the year ended 
the 31 december 2004
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IN MILLIONS OF TOLARS 2004 2003

CASH FLOWS FROM OPERATING ACTIVITIES

Interest and commission receipts 153,034 158,921

Interest and commission payments (69,417) (74,469)

Dividend receipts 413 344

Recoveries on loans previously written off 554 304

Cash payments to employees and suppliers (58,530) (58,274)

Trading gains 15,286 4,193

Other income 4,694 6,204

Other expense (828) (2,105)

Taxation paid (6,027) (8,034)

Cash flows from operating profit before changes in operating assets and liabilities 39,179 27,084

(Increase)/decrease in operating assets:

Balances with the Central Bank (6,626) 2,144

Placements with, and loans to, other banks 74,626 (24,969)

Loans and advances to customers (222,493) (118,307)

Short-term securities (2,348) (27,898)

Other assets (9,231) (11,820)

Increase/(decrease) in operating liabilities:

Deposits from banks (28,900) 21,152

Deposits from other customers 109,467 (3,275)

Other liabilities 2,097 (624)

NET CASH FROM OPERATING ACTIVITIES (44,229) (136,513)

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sales of non - dealing investments 36,899 7,392

Purchase of investments (46,142) (20,703)

Proceeds from sales of property, equipment and intangibles 282 2,897

Purchase of property, equipment and intangibles (11,656) (13,681)

Acquisition of subsidiary undertaking (2,513) (3,698)

NET CASH FROM INVESTING ACTIVITIES (23,130) (27,793)

CASH FLOWS FROM FINANCING ACTIVITIES

Increase in borrowings 902,237 237,765

Decrease in borrowings (801,834) (155,362)

Subordinated debt received 21,577 15,584

Dividends paid (3,163) (3,801)

NET CASH FROM FINANCING ACTIVITIES 118,817 94,186

Effect of exchange rate changes on cash and cash equivalents 1,339 3,724

NET INCREASE IN CASH AND CASH EQUIVALENTS 52,797 (66,396)

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 483,626 550,022

CASH AND CASH EQUIVALENTS AT END OF PERIOD 536,423 483,626

Consolidated cash flow statement for the year ended 31 december 2004

The accompanying notes form an integral part of these consolidated financial statements.
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Cash and cash equivalents comprise:

Cash and balances with the Central Bank 14 27,957 29,667

Placements with, and loans to, other banks maturing within 3 months 364,450 344,399

Securities held for trading maturing within 3 months 144,016 109,560

TOTAL 536,423 483,626
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1. General information

Nova Ljubljanska banka ("The Bank" / "NLB") is incorporat-

ed in Slovenia as a share company providing universal banking

services. The largest shareholders of Nova Ljubljanska banka

d.d. are the Republic of Slovenia, holding 35.41% of the

shares, and KBC Bank N.V., Brussels ("KBC Bank") holding

34% of the shares.

The address of its registered office is: Nova Ljubljanska

banka d.d., Ljubljana, Trg republike 2, Ljubljana.

The increase of the general price index for the year 2004

was 3.2% (2003: 4.6%). The exchange rate changed from

236.7 tolars to the euro at 31 December 2003 to 239.7 tolars

to the euro at 31 December 2004, and from 189.4 tolars to

the US dollar at 31 December 2003 to 176.2 tolars to the US

dollar at 31 December 2004.

All amounts are expressed in million of tolars unless other-

wise specified.

2. Summary of significant accounting polices

The principal accounting policies adopted for the prepara-

tion of the consolidated financial statements are set out below:

a) Statement of compliance

The financial statements have been prepared in accordance

with International Financial Reporting Standards ("IFRS").

b) Basis of presentation of financial statements

The consolidated financial statements are prepared under

the historical cost convention as modified by the revaluation

of available for sale investment securities, investment proper-

ty, financial assets and financial liabilities held for trading and

all derivative contracts.

The preparation of financial statements in accordance with

IFRS requires the use of estimates and assumptions that affect 

the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial 

statements and the reported amounts of revenues and

expenses during the reporting period. Although these esti-

mates are based on management’s best knowledge of current

events and actions, actual results ultimately may differ from

those estimates.

For the purposes of these financial statements, the statuto-

ry financial statements of the Bank and its subsidiaries (togeth-

er: "the Group") have been adjusted, where necessary, for the

purpose of fair presentation in accordance with IFRS. There

was no early adoption of revised IFRSs in the year 2004.

c) Consolidation

Subsidiary undertakings, which are those companies in

which the Group, directly or indirectly, has an interest of more

than half of the voting rights or otherwise has the power to

exercise control over the operations, have been fully consoli-

dated. Subsidiaries are consolidated from the date on which

effective control is transferred to the Group and are no longer

consolidated from the date of disposal. All intercompany

transactions, balances and unrealised surpluses and deficits on

transactions between group companies have been eliminated.

Where necessary, accounting policies for subsidiaries have

been changed to ensure consistency with the policies adopt-

ed by the Bank. Separate disclosure is made of minority inter-

est (note 35).

A listing of the Group’s subsidiaries is set out in note 44.

d) Associated undertakings

Investments in associated undertakings are accounted for

using the equity method of accounting. These are undertak-

ings where the Group generally has between 20% and 50%

of the voting rights, and over which the Group exercises sig-

nificant influence, but which it does not control. 

Notes to the consolidated financial 
statements
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Equity method of accounting involves recognizing in the

income statement the Group’s share of the associates’ profit

or loss for the year. The Group’s interest in the associate is car-

ried in the balance sheet at an amount that reflects its share

of the net assets of the associate and includes goodwill on

acquisition. 

In respect of associates, negative goodwill is amortised over

a period of five years.

If there is an indication that an investment may be impaired,

the recoverable amount is assessed for each associated com-

pany. Any impairment loss is recognised immediately in the

income statement.

A listing of the Group’s principal associated undertakings is

set out in Note 20.

e) Jointly controlled companies

Jointly controlled companies are those enterprises over

whose activities the Group has joint control, established by con-

tractual agreement. Investments in jointly controlled companies

are accounted for using the equity method of accounting.

f) Goodwill and Negative Goodwill

On acquisition of a subsidiary, the Bank calculates the dif-

ference between the fair value of the assets and liabilities

acquired and the fair value of the consideration given. For

additionally acquired shares in existing subsidiaries, the Bank

uses the partial step up method and calculates the difference

between the fair value of the assets and liabilities acquired

and the fair value of consideration at the date of the latest

share purchase, but only to the extent of the additional pur-

chase. Where the consideration given exceeds the net assets

acquired, goodwill arises; this is amortised to the income

statement over its estimated useful life of five years. The car-

rying value of goodwill is reviewed annually and written down

for permanent impairment where considered necessary.

Negative goodwill arising on acquisition represents the

excess of the fair value of the net identifiable assets acquired

over the cost of acquisition. Negative goodwill is generally

amortised to the income statement over a period of five years.

However in the case of significant acquisitions made by the

Group to expand its product and services or geographical

market coverage, such negative goodwill is amortised to the

income statement over a period not exceeding eight years. 

g) Foreign currencies

Assets and liabilities of foreign entities denominated in for-

eign currencies are translated into tolars at the exchange rate

ruling as at 31 December. Income and expenses of the foreign

entities are translated at average rate for the year. Exchange

differences arising from translating income and expenses at

average rate for the year and assets and liabilities at the year

end rate are taken directly into reserves. Gains and losses

resulting from the translation of the opening net assets of for-

eign subsidiaries and associated companies are taken directly

to reserves. 

Income and expenses arising in foreign currencies are trans-

lated at the exchange rate prevailing as at the transaction

date.

Gains and losses resulting from foreign currency purchases

and sales for trading purposes are included in the income

statement as net gains or losses from dealing in foreign cur-

rencies.

h) Interest income and expense

Interest income and expense are recognised in the income

statement for all interest bearing instruments on an accruals

basis using the effective yield method based on the actual pur-

chase price. Loan origination fees for loans, which are proba-

ble of being drawn down, are deferred (together with related

direct costs) and recognised as an adjustment to the effective

yield on the loan. Interest income includes coupons earned on

fixed income investment and trading securities and accrued

discounts on discounted securities. When loans become

doubtful of collection, they are written down to their recover-

able amounts and interest income is thereafter recognised

based on recoverable amounts and interest income is there-

after recognised based on the rate of interest that was used

to discount the future cash flows for the purpose of measur-

ing the recoverable amount.

i) Fees and commission income

Fees and commissions are generally recognised on an accru-

al basis when the service has been provided. Fees and com-

missions consist mainly of fees received from payment and

from the managing of funds on behalf of legal entities and cit-

izens, together with commissions from loans and guarantees.

Fees receivable that represent a return for services provided

are credited to income when the related service is performed.

j) Financial instruments

i) Classification

Held for trading instruments include investments that

the Group principally holds for the purpose of short-term

profit taking.
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All regular way purchases and sales of trading securities

are recognised in the consolidated financial statements at

the trade date, which is the date the Group commits to pur-

chase or sell the asset.

Originated loans and receivables are loans and receiv-

ables created by the Group by providing money directly to a

debtor, other than those created with the intention of

short-term profit taking. Originated loans and receivables

are carried at amortised cost. All loans and advances are

recognised when cash is advanced to borrowers.

Held-to-maturity assets are financial assets with fixed

or determinable payments and fixed maturity that the

Group has the intent and ability to hold to maturity.

Available-for-sale assets are financial assets that are

not classified in any other previous category.

ii) Measurement and Recognition

All regular way purchases and sales of investment securi-

ties are recognised using trade date accounting. All other

purchase and sales are recognised as derivative forward

transactions until settlement.

All held for trading instruments and available-for-sale

assets are measured at fair value, except where an instru-

ment, including equity instrument, that does not have a

quoted market price in an active market and whose fair

value cannot be reliably measured, is stated at cost less

impairment.

iii) Fair value measurement principles

The fair value of financial instruments is based on their

quoted market price at the balance sheet date. If a quoted

market price is not available, the fair value of the instru-

ments is estimated using discounted cash flow techniques

or pricing models.

Where discounted cash flow techniques are used, estimated

future cash flows are based on the management’s best esti-

mates and the discount rate is a market related rate at the bal-

ance sheet date for an instrument with similar terms and con-

ditions. Where pricing models are used, inputs are based on

market related measures at the balance sheet date.

iv) Gains and losses on subsequent measurement

Gains and losses arising from a change in the fair value of

held for trading and available-for-sale assets are recognised

in the income statement.

v) Derivative financial instruments 

Derivative financial instruments, including forward and

futures contracts, swaps and options, are initially recognized

on balance sheet at their cost, which is the fair value of

related consideration given or received. Derivative financial

instruments are subsequently remeasured at their fair value.

Fair values are obtained from quoted market price, dis-

counted cash flow models or pricing models, as appropri-

ate. All derivatives are carried at their fair value in assets

when favourable to the Bank, and in liabilities when

unfavourable to the Bank.

Certain derivative financial instruments, while providing

effective economic hedges, do not qualify for hedge

accounting under the specific accounting rules and are

therefore treated as derivatives held for trading.

k) Provisions for impairment of originated loans and

receivables

An allowance for loan impairment is established if there is

objective evidence that the Group will not be able to collect

all amounts due according to the original contractual terms

loans. The amount of the provision is the difference

between the carrying amount and the recoverable amount,

being the present value of expected cash flows, including

amounts recoverable from guarantees and collateral, dis-

counted at the original effective interest rate.  In calculating

impairment loss  the management considers numerous fac-

tors, including (but not limited to) domestic economic con-

ditions, the composition of the loan portfolio, and prior bad

debt experience.

Statutory and other regulatory loan loss reserve require-

ments that exceed these amounts are dealt with in the

retained earnings.

If the amount of the impairment subsequently decreases

due to an event occurring after the write down, the reversal

of loss is credited as a reduction of an allowance for loan

impairment.

l) Accounting for leases - where a Group company is the

lessee

Leases entered into by the Group are all operating leases.

Payments made under operating leases are charged to the

income statement on a straight-line basis over the period of

the lease.

When an operating lease is terminated before the lease

period has expired, any payment required to be made to the
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lessor by way of penalty is recognised as an expense in the

period in which termination takes place.

m) Accounting for leases - where a Group company is

the lessor

When assets are leased out under a finance lease, the pres-

ent value of the lease payments is recognised as a receivable.

Income from finance leasing transactions is apportioned sys-

tematically over the primary lease period, reflecting a constant

periodic return on the lessor's net investment outstanding.

n) Offsetting

Financial assets and liabilities are offset and the net amount

reported in the balance sheet when there is a legally enforce-

able right to set off the recognised amounts and there is an

intention to settle on a net basis, or realise the asset and set-

tle the liability simultaneously.

o) Sale and repurchase agreements

Securities sold under sale and repurchase agreements

(repos) are retained in the financial statements, and the coun-

terparty liability is included in deposits from banks or cus-

tomers as appropriate. Securities purchased under agree-

ments to resell (reverse repos) are recorded as loans and

advances to other banks or customers as appropriate. The dif-

ference between the sale and repurchase price is treated as

interest and accrued evenly over the life of the repo agree-

ments.

p) Property and equipment

All property and equipment is initially recorded at cost. The

Group assesses each year whether there are indications that

assets may be impaired. If any such indication exists, the

Group estimates the recoverable amounts of assets.

Recoverable amounts are the higher of net selling price and

value in use. If value in use exceeds the carrying value, the

assets are not impaired. 

Depreciation is provided on a straight-line basis at rates

designed to write off cost or valuation of buildings and equip-

ment over their estimated useful lives. The following are

approximations of the annual rates used:

%

Buildings 2 - 5

Leasehold improvements 20

Computers 14.3 - 50

Furniture and equipment 10 - 33.3

Motor vehicles 20 - 40

Assets in the course of transfer or construction are not

depreciated until they are brought into use.

Gains and losses on disposal of property and equipment are

determined by reference to their carrying amount and are

taken into account in determining operating profit.

Maintenance and repairs are charged to the income state-

ment when the expenditure is incurred and renewals capi-

talised.

q) Intangible assets

Intangible assets that relate solely to software licences are

stated at cost, less accumulated amortisation and impairment

losses.

Amortisation is provided on a straight-line basis at rates

designed to write off cost of software over its estimated use-

ful life. The current system software and the new information

technology system are amortised over a period of ten years

and other software over a period of five years. 

Assets in the course of transfer or construction/implementa-

tion are not amortised until they are brought into use. 

r) Investment property

Investment property includes buildings held for rental yields

and not occupied by the Group. Investment property is stated

at fair value determined by an independent registered valuer.

Fair value is based on current market prices. Any gain or loss

arising from a change in fair value is recognised in the income

statement. 

s) Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash

equivalents comprise balances with less than 90 days’ maturi-

ty for the date of acquisition including: cash and balances with

central bank except obligatory reserves, placement with and

loans to other banks, and securities held for trading.
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t) Borrowings

Borrowings are recognised initially at ‘cost’, being their issue

proceeds (fair value of consideration received) net of transac-

tion cost incurred. Borrowings are subsequently stated at

amortised cost and any difference between net proceeds and

the redemption value is recognised in the income statement

over the period of the borrowings using the effective yield

method.

If the Group purchases its own debt, it is removed from the

balance sheet.

u) Provisions

Provisions are recognised when the Group has a present

legal or constructive obligation as a result of past events, it is

probable that an outflow of resources embodying economic

benefits will be required to settle the obligation, and a reliable

estimate of the amount of the obligation can be made.

v) Treasury shares

Where NLB or its subsidiaries purchase NLB's share capital or

obtains rights to purchase its share capital, the consideration

paid is shown as a deduction from total shareholders' equity.

Gains and losses on sales of own shares are charged or cred-

ited to share premium reserve.

w) Inventories

Inventories are stated at the lower of cost or net realisable

value. Cost is determined using the weighted average cost

formula. Inventories include cost of construction projects

where the Group is an investor and property held for sale in

the ordinary course of business.

x) Taxation

Slovenian corporation tax is provided on taxable profits at

the rate of 25% (2003: 25%). Foreign taxes are provided for

in accordance with local tax laws and accounting principles.

According to Slovenian legislation the maximum balance

sheet tax is limited to 50% of pre-tax profit. Where the 3%

levy exceeds 50% of profits, the lower tax charge is applicable. 

Deferred income tax is provided, using the liability method,

for all temporary differences arising between the tax bases of

assets and liabilities and their carrying values for financial

reporting purposes. Tax rates currently enforced are used to

determine deferred income tax.

Deferred tax assets are recognised to the extent that it is

probable that future taxable profit against which the tempo-

rary differences can be utilised, will be available.

Deferred income tax is provided on temporary differences

arising on investments in subsidiaries, associates and joint ven-

tures, except where the timing of the reversal of the tempo-

rary difference can be controlled, and it is probable that the

temporary difference will not reverse in the foreseeable future.

As a consequence of a change in a tax legislation in the year

2004 the Bank will no longer pay a balance sheet tax but only

income tax at the rate of 25%. In previous financial state-

ments deferred tax was calculated using the tax rate of 50%.

As a result of a change in tax legislation the carrying amount

of deferred tax liability had to be correspondingly adjusted.

The effect of change in tax rate resulted in a decrease of

deferred tax liability by 9,971 million tolars. For those items

that were directly recognised in equity as a consequence of

implementation of the new accounting policy, the resulting

change in deferred tax in the amount of 7,625 million tolars

was also directly credited to equity. 

y) Managed funds

The Group manages a significant amount of assets on

behalf of legal entities and individuals. A fee is charged for this

service. These assets are not shown in the consolidated bal-

ance sheet.

aa) Employee benefits

Employee benefits include jubilee benefits, retirement

indemity bonuses and other long - services benefits.

Valuations of these obligations are carried out by an inde-

pendent qualified actuaries. The main actuarial assumptions

included in the calculation of the obligation for other long -

term employee benefits are:

- Discount rate of 2.75% and

- Future salary increases using general salary inflation index,

promotions and increases in salaries according to past years

of services.

The Bank and most of its subsidiaries contributed to the

State Pension Schemes (8.85% on gross salaries). The Bank

and its Slovene subsidiaries make contributions to a defined

contribution plan according to Slovenian legislation. Once

contributions have been paid, the Group has no further pay-

ment obligation. The regular contributions constitute net peri-

odic costs for the year in which they are due and are included

in staff costs.

According to Slovenian legislation employees retire after 40

years of working life, when, if fulfilling certain conditions, they

are entitled to indemnity paid in lump sum. Employees are

also entitled to long services bonus for every ten years of

employment with the Bank.
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These obligations are measured at the present value of the

future cash outflows. All gains and losses are recognised in

income.

ab) Segmental reporting

Business segments provide products or services that are sub-

ject to risks and returns that are different from those of other

business segments.

Geographical segments provide products or services within

a particular economic environment that is subject to risks and

returns that are different from those of components operat-

ing in other economic environments.

3. Risk management policies of the group

The strategy of the risk management system in NLB Group

is to maintain stable performance in the future. The Risk

Management Department has an independent and central-

ized role in controlling the different risks associated with the

data structure, adopted methodologies, reporting, and the

limits placed within the decision-making process. 

The Bank draws up risks policies and strategies in conjunc-

tion with its subsidiaries. The Bank therefore has a centralised

role in controlling the different risks. 

a) Credit Risk Management

The NLB Risk Management Department is responsible for

assessing credit risk for the Group as a whole. 

The main goal of the Risk management is to maintain the

highest possible asset quality.   

The credit portfolio includes loans (to corporate, retail and

the public sector), exposure to other banks and financial insti-

tutions, and corporate bonds and other banking products

(such as guarantees, derivative instruments, etc).  By entering

into any of the above-mentioned transactions the Group

members expose themselves to credit risk.

Subsidiaries must comply with standards of the internal

credit risk system of NLB, as defined in the special contracts

and instructions. The Bank has therefore the centralised role

in controlling the assumptions of different risks, regarding the

data structure, adopted methodologies and reporting. 

Depending on the risk category of a client, as expressed by

its rating, and the risk of a specific business or project, which

is also influenced by the guarantees provided, each member

of the group forms appropriate provisions for credit risk.

Provisions are formed for both local and International

Financial Reporting Standards. If local provisioning require-

ments within the country of each individual group member

are below the NLB standards, additional provisions are formed

in the consolidated reports of the group.

Country risk is managed using maximum risk levels for

investments in different countries. Assessment of the risk level

of a given country is carried out by reviewing the country’s

major macroeconomic data, its political situation and the rat-

ing attributed to the countries by major international special-

ized companies. 

Derivatives

The Group maintains strict control limits on net open deriv-

ative positions, i.e. the difference between purchase and sale

contracts, both by amount and term. Trading in these deriva-

tives is not very active and the majority of deals are made for

servicing clients, whereby all positions are ostensibly closed.

The amount subject to credit risk is limited to the current fair

value of instruments that are favourable to the Group, which

in relation to derivatives is only a small fraction of the contract

or notional values used to express the volume of outstanding

instruments. This credit risk exposure is managed as part of

the overall lending limits with customers, together with

potential exposures from market movements. 

Credit related commitments

The primary purpose of these instruments is to ensure that

funds are available to customers when required. Guarantees

and standby letters of credit, which represent irrevocable

assurance that the Group will make payments in the event

that a customer cannot meet its obligations to third parties,

carry the same credit risk as loans. Documentary and com-

mercial letters of credit, which are written undertakings by the

Group on behalf of a customer authorising a third party to

draw drafts on the Group up to a stipulated amount under

specific terms and conditions, are collateralised by the under-

lying shipments of goods to which they relate and therefore

carry less risk than direct borrowing. Commitments to extend

credit represent unused portions of authorisations to extend

credit in the form of loans, guarantees or letters of credit.

With respect to credit risk on commitments to extend credit,

the Group is potentially exposed to loss in an amount equal to

the total unused commitments. However, the likely amount of

losses is less than total unused commitments, since most com-

mitments to extend credit are contingent upon customers

maintaining specific credit standards. The Group monitors the

term to maturity of credit commitments because longer-term

commitments generally have a greater degree of credit risk

than shorter-term commitments.
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b) Market risk management

Market risk concerns itself with potential losses in the Group’s

positions, which arise due to adverse changes in the interest

rate, foreign exchange, equities and derivatives markets.

Market risk management is a process comprising the monitor-

ing and measurement of individual risks with the aim to man-

age potential negative financial effects that could arise as a

result of changes in market prices. The methodology employed

fully meets the requirements of the Slovenian regulators.

Foreign Exchange Risks (FX)

The Group’s financial position and cash flows are exposed

to foreign currency fluctuations. Foreign exchange risk is mon-

itored and managed on a daily basis. By closing open FX posi-

tions on a daily basis the bank minimizes its foreign exchange

exposure and adheres to conservative policy on managing for-

eign exchange risk. Limits on permissible exposure in each for-

eign currency and for every trader have been confirmed by the

management board and are monitored on a daily basis. 

In addition to the standardized methodology the Bank uses

its own internal Value at Risk model to determine the FX risk

embedded in its positions (trading and investment book posi-

tions) and the maximum potential losses associated with

them. The VaR numbers are calculated using a historical sim-

ulation method and are in accordance with Basel II standards

on capital charge calculations (99% confidence interval, 10

days holding period, 250 working days observation period).

The method is based on a daily calculation of changes in the

foreign exchange part of the on-balance and off-balance

sheet items, thereby taking into account previous exchange

rate values and their mutual correlations during the previous

year. In addition to this, backtesting is carried-out on a daily

basis to corroborate the precision of the internal model. Since

the model is still in the testing phase, the Bank of Slovenia has

not issued an approval for the model to be formally used in

capital adequacy calculations yet. Therefore its application is

constrained only to internal usage. 

Interest Rate Risks

Interest rate risk arises when interest rate sensitive assets

have different maturities or repricing characteristics than the

corresponding interest rate sensitive liabilities. The Bank and

its Slovenian subsidiaries are using a gap methodology, dura-

tion and Basis-Point-Value, while foreign subsidiaries are using

their own models, making different scenarios for interest rate

movements.

The objective in managing interest rate risks is to lower the

volatility of net interest margins. The bank’s interest rate expo-

sures are monitored and managed using interest rate sensitiv-

ity gap reports. Those reports contain both on- and off-bal-

ance sheet net interest rate sensitive positions which are sep-

arated by types of interest rates and repricing bands at a sin-

gle point in time. To monitor vulnerability to interest rate

changes, the Bank uses techniques designed to keep track of

the market value (e.g., Basis-Point-Value) and income-related

aspects (e.g., by measuring interest income sensitivity) of the

position. Regarding the bond portfolio, techniques such as

variance covariance Value-at-Risk (VAR) and duration

approach are used.

Structural Liquidity

The Group’s liquidity situation cannot be viewed solely from

the liability side as a set of activities for meeting required cash

outflows, but also as the availability of liquid assets that at all

times assures immediate fulfilment of matured financial obli-

gations towards its clients. Therefore several structural liquid-

ity ratios (concerning assets, liabilities and relationship among

them) are calculated and reported on a regular basis. 

Equity Risks

In the area of equity investments the Bank and its sub-

sidiaries follow its investment policies, which have been

approved by the management board. These policies define

permissible investment structures within a portfolio, the asso-

ciated monitoring and managing of risk, and potential hedg-

ing strategies for the portfolios. During 2004 the major part of

the portfolio remained relatively stable. 

The bank applies a VaR calculation to monitor and manage

the equity portfolio’s risk. The method measures potential

losses of the portfolio within a 10-day holding period, given a

confidence interval of 99%. The VaR figure is calculated based

on 250-days of historical data and is in accordance with Bank

for International Settlement standards. The calculation is using

a historical VaR simulation, whereby the bank does not need

to make assumptions about the distribution of returns.    

4. Changes in subsidiary holdings

In the year 2004 the following changes occurred but had no

significant impact on the consolidated financial statements.

a) Acquisitions

- NLB gradually increased its interest in three Slovenian banks

- in Banka Domæale from 58.46% to 59.80% for 156 million

tolars, in Koroπka banka from 54.5% to 61.9% for 1,146

million tolars and in Banka Zasavje from 62.11% to 70.08%

for 498 million tolars. Goodwill on acquisition in the amount

of 20 million tolars for Banka Domæale, 65 million tolars for

Koroπka banka and negative goodwill in the amount of 10

million tolars for Banka Zasavje was calculated.  
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- In the second quarter of the year NLB acquired a 9.38%

interest for 456 million tolars in LHB Bank Beograd. Together

with the existing interest of LHB Bank Frankfurt the total

interest increased to 60.40%. Acquisition resulted in good-

will in the amount of 182 million tolars.  

- In November and December LHB Banka Banja Luka acquired

a 49% interest for 78 million tolars and LHB Trade Zagreb a

30% interest for 69 million tolars in company Plan, Banja

Luka. Due to the immateriality and acquisition just before

the end of the year this company is not included in the con-

solidation.

- In July NLB acquired a small number of shares of Skupna

pokojninska druæba, consequently its interest increased from

26.94% to 27.18%. 

- In June LB Leasing, Ljubljana sold its interest in LB Leasing,

Maribor to NLB and three Slovenian daughter banks.

- In November NLB acquired all the ordinary and preference

shares of Tutunska banka from Tutunskabroker, so that the

group interest in Tutunska banka increased from 72.42% to

73.12%.

- In November LB Leasing Ljubljana founded a new 100 %

subsidiary CBS Leasing, Sarajevo.

- In December NLB Factoring Ostrava founded a new 100 %

subsidiary NLB Factor, Bratislava.

b) Other changes in Group’s financial statements

- In the year 2004 the consolidation method for joint ventures

NLB Vita and Prvi Faktor was changed from proportional

method to equity method. The effects of this change in the

consolidated financial statements are immaterial, conse-

quently the comparative data for the year 2003 has not been

changed.

- Slovenska investicijska banka, which is in the process of liq-

uidation, was fully consolidated in the year 2003, in the year

2004 it is not included in consolidation because of immate-

riality. In the year 2004 the major part of its assets were

transferred to NLB and its balance sheet as at 31.12.2004

amounts to 4,491 millions tolars. Comparative data for the

year 2003 has not been changed.

5. Significant events after the balance sheet date

From the balance sheet date until the completion of this

report, no such event has occurred that would require the

restatement of the completed consolidated financial state-

ments or any additional disclosure.

6. Interest income/(expense)

Interest relates to the following types of borrower and depositor: 2004 2003

IN MILLIONS OF TOLARS Income Expense Income Expense

Enterprises 55,507 8,678 56,631 13,661

Government departments and agencies 19,148 3,004 22,546 4,359

Banks 23,408 14,841 31,479 14,529

Citizens 23,822 22,172 24,543 35,175

Financial organisations 2,939 5,817 2,410 6,913

TOTAL 124,824 54,512 137,609 74,637
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Interest relates to the following types of assets and liabilities:

IN MILLIONS OF TOLARS 2004 2003

INTEREST INCOME

Loans and advances to customers 90,924 95,586

Loans and advances to other banks 18,993 29,654

Securities 12,901 11,853

Deposits with the Central Bank 1,734 396

Other 272 120

TOTAL 124,824 137,609

INTEREST EXPENSE

Deposits from other customers 32,223 51,512

Debt securities 7,638 9,154

Borrowings from banks 7,934 7,133

Deposits from banks 4,826 5,502

Borrowings from other customers 1,354 1,177

Other liabilities 537 159

TOTAL 54,512 74,637

7. Fees and commissions income/(expense)

IN MILLIONS OF TOLARS 2004 2003

FEES AND COMMISSIONS INCOME

Payments 11,140 9,874

Agency services/brokerage 8,022 6,470

Administrative services 7,320 6,706

Guarantees 2,847 2,627

Investment funds 390 790

Depositing valuables in safe custody 201 191

Other services 519 374

TOTAL 30,439 27,032

FEES AND COMMISSIONS EXPENSE

Banking services 4,493 3,759

Payments 414 276

Agency services 1,457 653

Brokerage 216 184

TOTAL 6,580 4,872
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8. Other operating income

IN MILLIONS OF TOLARS 2004 2003

Income from non-banking services 2,831 4,153

Rental income from investment property 1,080 902

Dividends 413 344

Profit on disposal of property and equipment 301 698

Other 1,289 1,377

TOTAL 5,914 7,474

The number of persons employed by the Group as at 31 December 2004 was: 5,790 (2003: 5,918 ).

9. Impairment losses

IN MILLIONS OF TOLARS 2004 2003

Impairment charge/(write back) arising from:

- loans and advances to banks (note 15c) 1,916 1,520

- loans and advances to customers (note17e) 11,897 11,311

- other assets (note 21b) 236 192

- contingent liabilities and commitments (note 41d) 4,572 (813)

Write offs 452 670

Recoveries on loans previously written off (554) (304)

TOTAL 18,519 12,576

10. General administrative expenses

IN MILLIONS OF TOLARS 2004 2003

Employee costs

- gross salaries 25,573 23,985

- social security costs 5,722 5,456

- other employee costs 5,628 4,805

- employee benefits (note 33b) 114 (152)

Other general administrative expenses

- cost of materials 3,385 3,525

- cost of services 18,277 18,815

TOTAL 58,699 56,434
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11. Other operating expenses

IN MILLIONS OF TOLARS 2004 2003

Depreciation (notes 24, 25) 8,767 8,318

Taxes and other compulsory public revenues 190 229

Membership fees 373 338

Goodwill net of negative goodwill (note 23) (860) (782)

Impairment of goodwill - 1,582

Fair value adjustment for investment property (note 19) 95 172

Provisions 1,084 1,481

Impairment of tangible and intangible assets (note 24, 25) 3,135 50

Other 539 459

TOTAL 13,323 11,847

12. Income tax expense

IN MILLIONS OF TOLARS 2004 2003

Current tax 8,773 7,837

Deferred tax (note 22) (3,076) (413)

Share of tax of associates 563 621

TOTAL 6,260 8,045

Profit before tax 22,029 20,002

Tax calculated at a rate of 25% 5,507 5,000

Income not assessable for tax purposes (784) (552)

Expenses not deductible for tax purposes 3,164 2,698

Income which increases taxable basis 255 495

Tax allowance (1,084) (1,031)

Other tax 936 865

Effects of tax rate difference and other items 612 570

Change in deffered tax liabilities (note 2x) (2,346) -

TOTAL 6,260 8,045

The tax authorities carried out a balance sheet tax audit for the year 2003 and full scope tax audit of the Bank for the year 2000

to 2001. The tax authorities may at any time inspect the books and records within 5 years subsequent to the reported tax year, and

may impose additional tax assessments and penalties. The Bank’s management is not aware of any circumstances that may give rise

to a potential material liability in this respect.
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2004 2003

Net profit (expressed in millions of tolars) 13,142 9,613

Number of ordinary shares (millions) 7.7 7.7

Basic and diluted earnings per share (expressed in tolars per share) 1,711 1,251

Subordinated loans and debt securities in issue have no future conversion rights and consequently there are no dilutive potential

ordinary shares.

13. Earnings per share

Basic earning per share is calculated by dividing the net profit by the weighted average number of ordinary shares in issue.

14. Cash and balances with the central bank

IN MILLIONS OF TOLARS 2004 2003

Cash 20,511 21,390

Balances with the Central Bank other than obligatory reserves 7,446 8,277

Included in cash and cash equivalents 27,957 29,667

Obligatory reserve deposit 47,415 40,789

TOTAL 75,372 70,456

Slovenian banks are required to maintain an obligatory reserve with the Bank of Slovenia, relative to the volume and structure of

its customer deposits. The current requirement of the Bank of Slovenia regarding the calculation of the amount to be held as oblig-

atory reserve is as follows:

- 4.5% of time deposits up to 90 days,

- 2% of time deposits from 91 days due to 2 years and deposits in foreign currency due to 2 years.

15. Placements with, and loans to banks

a) Analysis by type of placements and loans

IN MILLIONS OF TOLARS 2004 2003

Repayable on demand

- in tolars 2 29

- in foreign currency 14,929 11,912

Other short-term

- in tolars 118,086 205,741

- in foreign currency 263,274 329,341

Long-term

- in tolars 79,923 233

- in foreign currency 21,115 16,568

497,329 563,824

Impairment provisions (6,611) (4,948)

TOTAL 490,718 558,876
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b) Geographical analysis

IN MILLIONS OF TOLARS 2004 2003

Slovenia 418,137 447,063

OECD countries 42,506 83,527

Other countries 30,075 28,286

TOTAL 490,718 558,876

c) Movements in impairment provisions

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 4,948 4,260

Acquisition of subsidiaries - 400

Exchange difference on opening balance of subsidiaries (22) 1

Impairment provisions (note 9) 1,916 1,520

Write offs (231) (1,233)

Balance at 31 December 6,611 4,948

At 31 December 2004 the securities held for trading amounting to tolars 137,747 million were listed on the stock exchange (2003:

123,452 million tolars).

16. Securities held for trading

IN MILLIONS OF TOLARS 2004 2003

Bonds

- Republic of Slovenia 83,257 85,593

- Other 48,768 37,658

Shares 25,800 19,381

Certificate of deposits of the Bank of Slovenia 18,685 -

Other bills and securities 9,670 6,231

TOTAL 186,180 148,863
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17. Loans and advances to customers

a) Analysis by type of customer

IN MILLIONS OF TOLARS 2004 2003

In tolars

- citizens 230,411 213,985

- enterprises 356,279 353,182

- Government departments and agencies 123,127 116,131

- other financial organisations 5,047 4,968

In tolars with foreign currency

- citizens 5,904 5,024

- enterprises 39,350 40,662

- Government departments and agencies 11,079 7,977

- other financial organisations 1,582 1,892

In foreign currency

- citizens 33,330 18,014

- enterprises 621,910 442,577

- Government departments and  agencies 6,097 5,207

- other financial organisations 8,304 3,143

1,442,420 1,212,762

Impairment provisions (61,510) (56,774)

TOTAL 1,380,910 1,155,988

b) Analysis by sector

IN MILLIONS OF TOLARS 2004 2003

Manufacturing 363,822 285,743

Citizens 269,811 237,023

Services 218,023 158,148

Commerce and finance 208,056 183,002

Government 178,330 128,574

Transport, storage and communication 75,855 105,772

Construction 50,672 37,825

Sole proprietors 34,335 28,891

Electricity, gas and water 17,907 19,952

Agriculture, forestry and fishing 15,756 19,481

Miscellaneous 9,853 8,351

1,442,420 1,212,762

Impairment provisions (61,510) (56,774)

TOTAL 1,380,910 1,155,988
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d) Analysis of movements

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 1,155,988 1,024,461

Acquisition of subsidiaries - 21,659

Exchange difference on opening balance of subsidiaries 1,667 1,873

Increase

- loans distributed 2,408,421 1,797,800

- interest added to principal 23,950 23,366

- exchange differences 2,299 4,079

Decrease

- repayments (2,199,036) (1,704,790)

- write offs (482) (433)

Disposal of subsidiary - (716)

Impairment provisions (11,897) (11,311)

Balance at 31 December 1,380,910 1,155,988

c) Analysis by type of advance 

IN MILLIONS OF TOLARS 2004 2003

Loans 1,325,283 1,103,154

Overdrafts 63,281 67,276

Finance lease receivables 43,911 30,830

Credit cards 8,353 8,984

Called guarantees 1,592 2,030

Discounted bills - 488

1,442,420 1,212,762

Impairment provisions (61,510) (56,774)

TOTAL 1,380,910 1,155,988

Other represents the change of consolidation method of SIB banka and NLB Vita (note 4b).

e) Movements in impairment provisions

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 56,774 44,993

Acquisition of subsidiaries - 5,073

Exchange difference on opening balance of subsidiaries (101) 102

Impairment provisions (note 9) 11,897 11,311

Write offs (4,083) (4,633)

Disposal of subsidiaries - (72)

Other (2,977) -

Balance at 31 December 61,510 56,774
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IN MILLIONS OF TOLARS 2004 2003

Gross investment in finance leases:

Not later than 1 year 12,673 8,475

Later than 1 year and not later than 5 years 31,714 22,381

Later than 5 years 9,364 7,061

53,751 37,917

Unearned future finance income on finance leases (9,840) (7,087)

Net investment in finance leases 43,911 30,830

The net investment in finance leases may be analysed as follows:

Not later than 1 year 10,705 7,412

Later than 1 year and not later than 5 years 23,842 16,357

Later than 5 years 9,364 7,061

TOTAL 43,911 30,830

Loans and advances to customers include finance lease receivables:

The allowance for unrecoverable finance lease receivables included in the provision for loan losses amounted to 1,114 million tolars

(2003: 646 million tolars).

f) Finance leases

g) Guaranteed loans

Loans and advances are further analysed in the following notes: Currency risk Note 45, Liquidity risk Note 46, Interest rate risk Note

47, Fair value of financial instruments Note 39 and Related party transactions Note 43.

IN MILLIONS OF TOLARS 2004 2003

Republic of Slovenia guarantees 79,081 79,138

Other banks' guarantees 3,788 7,296

TOTAL 82,869 86,434

Loans, which are guaranteed by the Republic of Slovenia or non Group Slovenian banks and have not been specifically provided against, are as follows:

18. Investment securities

a) Analysis by type: available-for-sale portfolio

IN MILLIONS OF TOLARS 2004 2003

In foreign currency

- equity investments 1,149 1,899

- debt securities 81,965 71,517

In tolars

- equity investments 2,533 3,349

- debt securities 395 270

TOTAL a) 86,042 77,035
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b) Analysis by type: held-to-maturity portfolio

IN MILLIONS OF TOLARS 2004 2003

In foreign currency

- Bonds of the Republic of Slovenia 999 1,487

- Other securities 4,893 -

In tolars

- Bonds of the Republic of Slovenia 31,463 30,074

TOTAL b) 37,355 31,561

TOTAL a) + b) 123,397 108,596

At 31 December 2004 the investment securities amounting to 90,396 million tolars were listed on the stock exchange.

c) Gains and losses from investment securities comprise:

IN MILLIONS OF TOLARS 2004 2003

Revaluation gains - available for sale securities 689 2,618

Revaluation losses - available for sale securities (365) (1,188)

Impairment of held to maturity securities - (20)

Sale of available for sale securities 395 685

TOTAL 719 2,095

The investment property is independently valued in accordance with International Valuation Standards on the basis of determining

the open market value approximately each 3 years. The latest valuation was conducted as at 31 December 2002. The property is

located in central Ljubljana.

19. Investment property

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 4,777 5,230

Exchange difference on opening balance of subsidiaries (9) 12

Acqusition of subsidiaries - 585

Transfers from property and equipment (note 24) 64 124

Additions 647 240

Disposals (1,118) (1,076)

Transfers to property and equipment (note 24) (58) (108)

Fair value adjustment (note 11) (95) (172)

Disposal of subsidiaries - (58)

Other (162) -

Balance at 31 December 4,046 4,777
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20. Investments in associated companies and joint ventures

IN MILLIONS OF TOLARS 2004 2003

In tolars

- Banks 8,444 7,065

- Financial organisations 1,087 206

- Enterprises 888 694

In foreign currency

- Banks 2,577 2,572

- Financial organisations 36 20

- Enterprises 45 74

TOTAL 13,077 10,631

Country of Voting

Nature of Incorpo- power

Name Business ration held

Republic of

Banka Celje d.d., Celje Banking Slovenia 37.51

Adria Bank AG, Wien Banking Austria 28.46

Republic of

Skupna pokojninska druæba d.d., Ljubljana Insurance Slovenia 27.18

Card Republic of

Bankart d.o.o., Ljubljana Processing Slovenia 39.45

Republic of

ICJ d.o.o., Domæale Real Estate Slovenia 50

Republic of

Asset Bosnia and

VB Inter Invest AD, Banja Luka Management Herzegovina 40.74

Republic of

Bosnia and

Krajinapromet AD, Banja Luka Commerce Herzegovina 30

West - East Bank AD, Sofia Banking Bulgaria 24.50

The associated companies are:

Country of Voting

Nature of Incorpo- power

Name Business ration held

Republic of

NLB Vita d.d., Ljubljana Insurance Slovenia 50

Republic of

Prvi Faktor Group, Ljubljana Finance Slovenia 50

The jointly controlled companies are:

In December NLB increased its interest in Banka Celje from 29.91% to 32.15%. 
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IN MILLIONS OF TOLARS 2004 2003

Shares 7,295 5,800

Debentures 153 152

Share of profits 5,629 4,679

TOTAL 13,077 10,631

The investments in associated companies comprise:

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 10,631 9,094

Acquisition 548 557

Exchange difference on opening balance 25 58

Change in accounting policy (note 4b) 807 -

Share of profits before tax 2,154 2,065

Share of tax (note 12) (563) (621)

Dividends received (525) (548)

Other - 26

Balance at 31 December 13,077 10,631

The movements on investments in associated companies and joint ventures comprise:

21. Other assets

a) Analysis by type of asset

IN MILLIONS OF TOLARS 2004 2003

Accrued interest due 3,919 4,760

Items in the course of collection 3,459 1,391

Debtors 2,756 3,029

Property held for sale by the real estate operation 2,169 2,363

Prepayments 1,815 1,487

Fair value of derivative financial instruments (note 41c) 1,786 3,271

Claim for taxes and other dues 1,134 2,250

Cheques 709 1,188

Fees and commissions due 530 526

Deferred tax assets 102 84

Other items 1,123 1,268

19,502 21,617

Impairment provisions

- debtors (1,770) (1,724)

- claims for taxes and other dues (589) (590)

- other items (573) (680)

TOTAL 16,570 18,623
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IN MILLIONS OF TOLARS 2004 2003

Deferred tax liabilities:

Impairment provisions 9,559 11,418

Fair value of financial instruments 2,305 3,418

Negative goodwill 94 152

Total deferred tax liability 11,958 14,988

Deferred tax assets:

Impairment provisions 54 60

Employee benefit provisions 745 693

Total deferred tax assets 799 753

Net deferred tax liability 11,159 14,235

The components of the net deferred tax assets at 31 December 2004 and 2003 are as follows:

23. Accrued income and deferred expenses

IN MILLIONS OF TOLARS 2004 2003

Accrued interest not yet due 14,505 13,653

Deferred expenses 572 578

Goodwill 714 1,291

Negative goodwill (962) (1,974)

TOTAL 14,829 13,548

b) Movements in impairment provisions

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 2,994 2,836

Acquisition of subsidiaries - 392

Exchange difference on opening balance of subsidiaries (256) (283)

Impairment provisions (note 9) 236 192

Write offs (182) (108)

Disposal of subsidiaries - (35)

Other 140 -

Balance at 31 December 2,932 2,994

Deferred tax liability decreased due to change of the tax rate as a consequence of the abolition of the balance sheet tax (note 2x).

22. Deferred income taxes
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2004 2003

Negative Negative

IN MILLIONS OF TOLARS Goodwill goodwill Goodwill goodwill

Cost

- at 1 January 3,941 9,286 1,026 8,859

- (decrease)/additions (2,073) 36 2,915 427

- at 31 December 1,868 9,322 3,941 9,286

Amortisation

- at 1 January 2,650 7,312 773 6,236

- amortisation charge for the year (note 11) 188 1,048 295 1,076

- (decrease)/additions (1,684) - 1,582 -

- at 31 December 1,154 8,360 2,650 7,312

Carrying amount 714 962 1,291 1,974

Movement in goodwill/negative goodwill:

24. Property and equipment

Assets in

Course of

Transfer or

Construction/

Land & Leasehold Furniture & Motor Implemen-

IN MILLIONS OF TOLARS Buildings Improvements Computers Equipment Vehicles tation Total

Cost or valuation

- at 1 January 2004 63,268 1,859 24,772 16,860 2,869 675 110,303

- exchange difference on opening balance of subsidiaries 15 (2) (31) (45) (17) (9) (89)

- additions 1,638 357 2,880 2,168 5,140 5,516 17,699

- disposals (2,055) (129) (1,752) (715) (4,316) (4,969) (13,936)

- impairment (2,612) - - - - - (2,612)

- at 31 December 2004 60,254 2,085 25,869 18,268 3,676 1,213 111,365

Depreciation 

- at 1 January 2004 15,994 1,354 17,471 11,586 1,320 - 47,725

- exchange difference on opening balance of subsidiaries (2) (1) (12) (17) (6) - (38)

- disposals (491) (129) (1,702) (657) (402) - (3,381)

- charge for the year (note 11) 1,118 160 3,026 1,755 551 - 6,610

- at 31 December 2004 16,619 1,384 18,783 12,667 1,463 - 50,916

Net carrying value

- at 31 December 2004 43,635 701 7,086 5,601 2,213 1,213 60,449

- at 1 January 2004 47,274 505 7,301 5,274 1,549 675 62,578
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Intangible assets include the Group’s information system with the carrying value of 15,220 million tolars (information system com-

pleted for use 9,184 million tolars, information system in course of implementation 6,036 million tolars). Accumulated amortisation

of the information system as at 31 December 2004 amounted to 1,809 million tolars while the amortisation costs of the system in

the year 2004 amounted to 932 million tolars. The remaining useful life of the information system is between 7 and 9 years. 

The information system for the retail banking (Bancs) was partially operational in 2003 and started fully operating in January 2004.

The information system for the corporate banking (Globus) is presented under assets in the course of implementation. 

In the year 2004 the Group concluded detailed assessment of the Globus functionality in order to determine compliance with busi-

ness requirements. The results of the assessment indicated that certain capitalized expenditure does not produce any future economic

benefits and accordingly the Group partly wrote off the investment in Globus in the amount of 562 million tolars.

25. Intangible assets

Assets in

Course of

Transfer or

Construction/

Software Implemen-

IN MILLIONS OF TOLARS licences tation Total

Cost or valuation

- at 1 January 2004 12,298 6,668 18,966

- exchange difference on opening balance of subsidiaries (6) - (6)

- additions 5,895 169 6,064

- disposals (264) (4) (268)

- impairment - (562) (562)

- at 31 December 2004 17,923 6,271 24,194

Depreciation     

- at 1 January 2004 3,320 - 3,320

- exchange difference on opening balance of subsidiaries (1) - (1)

- disposals (233) - (233)

- charge for the year (note 11) 2,157 - 2,157

- at 31 December 2004 5,243 - 5,243

Net carrying value

- at 31 December 2004 12,680 6,271 18,951

- at 1 January 2004 8,978 6,668 15,646

In order to rationalize business activities the Bank decided in the year 2004 to sell certain property, which was therefore impaired

to its realizable value in the amount of 480 million tolars. The building of LHB Immobilien was impaired in the amount of 1,895

million tolars due to the decrease in market prices of real estate. 
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26. deposits from banks

IN MILLIONS OF TOLARS 2004 2003

On demand

- in tolars 3,996 1,594

- in foreign currency 20,080 18,707

Other

- in tolars 7,459 37,208

- in foreign currency 89,616 81,671

TOTAL 121,151 139,180

28. Deposits from other customers

IN MILLIONS OF TOLARS 2004 2003

Demand deposits 

- enterprises

- in tolars 85,267 75,622

- in foreign currency 61,260 53,333

- Government departments and agencies

- in tolars 14,523 5,811

- in foreign currency 2,522 1,590

- citizens

- in tolars 272,630 187,975

- in foreign currency 66,128 178,382

- financial organisations 

- in tolars 998 829

- in foreign currency 1,906 2,322

Time deposits

- enterprises

- in tolars 102,848 106,615

- in foreign currency 55,484 40,456

- Government departments and agencies

- in tolars 27,468 34,954

- in foreign currency 1,271 791

- citizens

- in tolars 308,813 363,296

- in foreign currency 346,038 198,812

- financial organisations 

- in tolars 34,515 29,412

- in foreign currency 8,064 6,381

TOTAL 1,389,735 1,286,581

27. Borrowings from banks

IN MILLIONS OF TOLARS 2004 2003

In tolars 1 476

In foreign currency 362,441 256,671

TOTAL 362,442 257,147



A N N U A L  R E P O R T  2 0 0 4

180

30. Debt securities

IN MILLIONS OF TOLARS 2004 2003

Debt securities

- in tolars 80,195 92,794

- in foreign currency 13,724 13,485

TOTAL 93,919 106,279

31. Other liabilities

IN MILLIONS OF TOLARS 2004 2003

Deferred tax liabilities 11,261 14,319

Suppliers 5,727 4,630

Liabilities to traders for credit cards 4,338 4,156

Fair value of derivative financial instruments (note 41c) 3,486 2,463

Taxes payable 3,429 1,561

Factoring 2,722 1,719

Items in the course of payment 2,043 1,611

Accrued salaries 1,975 1,999

Accrued interest due 1,382 1,343

Net liabilities for funds managed on behalf of third parties 1,099 70

Payments received in advance 510 1,149

Fees and commissions due 80 40

Other liabilities 2,339 2,272

TOTAL 40,391 37,332

32. Accruals and deferred income

IN MILLIONS OF TOLARS 2004 2003

Accrued interest not yet due 9,936 18,081

Other accrued expenses 1,334 1,375

Deferred income 793 1,346

TOTAL 12,063 20,802

29. Borrowings from other customers

IN MILLIONS OF TOLARS 2004 2003

Republic of Slovenia

- in foreign currency 5,902 3,964

Financial organisations

- in tolars 5,167 9,373

- in foreign currency 28,918 19,092

Enterprises

- in tolars 616 -

- in foreign currency 43,135 43,751

TOTAL 83,738 76,180
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In the year 2004 the Management Board of the Bank decided to continue further the employee restructuring process in order to

reduce the operating expenses. Therefore the Bank established restructuring provisions in the amount of 720 million tolars.

33. Provisions for liabilities and charges

a) Analysis by type of provisions

IN MILLIONS OF TOLARS 2004 2003

Provisions for contingent liabilities (note 41a) 10,555 5,601

Restructuring provisions 720 28

Provisions for pensions (note 33c) 2,697 2,475

Employee benefit provisions (note 33b) 2,808 2,741

Other provisions (note 33d) 80 1,349

TOTAL 16,860 12,194

b) Movements in employee benefit provisions

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 2,741 2,991

Exchange difference on opening balance of subsidiaries (3) -

Provisions made 169 114

Costs incurred (186) (98)

Provisions released (55) (266)

Other 142 -

Balance at 31 December 2,808 2,741

c) Movements in provisions for pensions

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 2,475 2,220

Exchange difference on opening balance of subsidiaries 32 64

Provisions made 324 265

Costs incurred (134) -

Provisions released - (74)

Balance at 31 December 2,697 2,475

d) Movements in other provisions

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 1,349 205

Exchange difference on opening balance of subsidiaries - 1

Acquisition of subsidiaries - 78

Provisions made 76 1,219

Costs incurred - (151)

Provisions released (36) (3)

Other (1,309) -

Balance at 31 December 80 1,349

Other represents the change of consolidation method of SIB banka in NLB Vita (note 4b).
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34. Subordinated liabilities

IN MILLIONS OF TOLARS Currency Due Interest rate 2004 2003

1. Subordinated deposits and loans SIT 2005 GPI+6% 400 400

EURO EURIBOR + 2.5% - 5,918

EURIBOR + 1.2%

till 24.7.2007 after that

EURO 2012 date EURIBOR + 1.5% 21,577 21,301

EURO EURIBOR + 2.3% - 8,284

21,977 35,903

2. Subordinated notes from investment securities

SIT Fixed rate 7.5% - 1,089

SIT 2013 Fixed rate7.0% 10,509 10,494

SIT 2014 Fixed rate 3.426% 11,987 -

SIT 2014 Fixed rate 3.775% 23,974 -

SIT 2008 Fixed rate 5.0% 3,344 3,298

SIT Fixed rate 5.9% - 1,016

EUR 2011 Fixed rate 4.5% 1,199 -

51,013 15,897

TOTAL 72,990 51,800

In the year 2004, interest and commission expense of the Group, on the basis of subordinated liabilities, amounted to 2,019 mil-

lion tolars (2003: 2,112 million tolars).

In accordance with the Decree on the calculation of capital, capital requirements and capital adequacy of banks and savings banks,

five subordinated long-term loans and bonds are included in the Group’s Tier 2 capital as at 31 December 2004. The loan agree-

ments do not contain any provisions on conversion to capital or any other liabilities. 

In the year 2004 the Bank prepaid three subordinated loans and issued new subordinated securities. New subordinated securities

are perpetual floating rate notes that have the nature of subordinated hybrid financial instruments in accordance with the Regulation

on capital adequacy of banks and savings banks and can therefore be included in supplementary capital for the purpose of capital

adequacy calculation. The securities have no fixed maturity. A call option gives the Bank the right to redeem these securities after 10

years from the date of their issuance.

35. Minority interest

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 28,015 30,772

Acquisition of subsidiaries - 1,575

Exchange difference on opening balance of subsidiaries (360) 305

Share of profits 2,627 2,344

Dividends paid (976) (1,300)

Additional share of subsidiaries acquired (2,249) (5,681)

Balance at 31 December 27,057 28,015
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37. Share capital

At 31 December 2004, the total authorised number of ordinary shares  was 7,682,015 shares, each with the nominal value of 2,000

tolars. The shares are issued in a non-materialised form and are registered in the Centralna klirinπko depotna druæba d.d. (Central

Securities Clearing Corporation) register. All shares are ordinary and subscribed.

At the end of the year 2004 the NLB shareholders' ledger included 901 shareholders of whom 259 were legal entities, 640 private

individuals and 2 non-residents.

36. Ordinary shares

Number Treasury

of shares shares Total

At 1 January 2004 7,682,015 (34,926) 7,647,089

At 31 December 2004 7,682,015 (34,925) 7,647,090

In 2004 the Bank made an appropriation to a general banking reserves for unforeseeable risks and future losses amounting to

2,528 million tolars in accordance with Slovenian legislation. 

According to the decision of the Assembly, in the year 2004 the Bank paid a dividend for the year 2003 in the amount of 286.04

tolars per share amounting to 2,187 million tolars.

38. Reserves

Revalu- General

Legal ation banking

IN MILLIONS OF TOLARS reserve reserve reserve Total

Balance at 1 January 2003 3,240 19,129 5,862 28,231

Foreign exchange difference on opening net assets 

of subsidiaries and associates - 180 - 180

Transfer from retained earnings - - 2,339 2,339

Balance at 31 December 2003 3,240 19,309 8,201 30,750

Balance at 1 January 2004 3,240 19,309 8,201 30,750

Foreign exchange difference on opening net assets 

of subsidiaries and associates - (178) - (178)

Transfer from retained earnings - - 2,528 2,528

Balance at 31 December 2004 3,240 19,131 10,729 33,100



A N N U A L  R E P O R T  2 0 0 4

184

Carrying Fair Carrying Fair

amount value amount value

IN MILLIONS OF TOLARS 2004 2004 2003 2003

Placements with, and loans to, other banks 490,718 491,532 558,876 561,194

Loans and advances to customers 1,380,910 1,401,251 1,155,988 1,193,277

Debt securities held to maturity 37,355 38,031 31,561 30,552

Deposits from banks 121,151 118,979 139,180 139,032

Borrowings from banks 362,442 359,275 257,147 254,609

Deposits from other customers 1,389,735 1,359,263 1,286,581 1,262,804

Borrowings from other customers 83,738 83,476 76,180 75,234

Debt securities 93,919 96,687 106,279 108,139

Subordinated liabilities 72,990 72,279 51,800 50,956

Placements with and loans to other banks

The estimated fair value of the deposits is based on dis-

counted cash flows using prevailing money market interest

rates for debts with similar credit risk and remaining maturity.

Loans and advances to customers

Loans and advances are net of provisions for impairment.

The estimated fair value of loans and advances represents the

discounted amount of estimated future cash flows expected

to be received. Expected cash flows are discounted at current

market rates to determine fair value. 

Debt securities held to maturity

The fair value of securities held to maturity is based on their

quoted market price or calculated by using discounted cash

flows techniques.

Deposits and borrowings

The fair value to the depository institution of a demand

deposit depends on the expectations of the timing and

amounts of withdrawals of the existing balance, the level of

prevailing interest rates with similar terms, the costs of servic-

ing the deposit and the bank’s own credit risk. This is essen-

tially important for core demand deposits, which have a posi-

tive fair value.

The estimated fair value of other deposits is based on dis-

counted cash flows using interest rates for new deposits with

similar remaining maturity.

Debt securities

The fair value of issued securities is based on their quoted

market price or calculated by using discounted cash flows

techniques.

39. Fair values of financial instruments

The fair values of the following financial instruments differ from their carrying amounts shown in the balance sheet:



40. Capital ratios

Balance sheet Risk weighted amount

IN MILLIONS OF TOLARS 2004 2003 2004 2003

Balance sheet assets (net of impairment provisions)

Due from banks 566,090 629,332 42,780 48,886

Loans and advances to customers 1,380,910 1,155,988 1,101,029 932,672

Trading and investment securities* 128,608 112,786 132,367 75,461

Property and equipment 60,449 62,578 60,449 62,578

Other assets 248,442 207,898 52,903 50,664

2,384,499 2,168,582

Off-balance sheet positions

Credit related commitments 425,851 373,979 129,071 125,897

Forwards-based derivative instruments 306,793 947,135 1,463 1,450

Total risk-weighted assets 1,520,061 1,297,608

BIS Capital Ratios Capital BIS %

2004 2003 2004 2003

Tier 1 capital 158,906 143,216 10.5% 11.0%

Tier 1 + Tier 2 capital + Tier 3 capital 237,532 196,848 15.6% 15.2%
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Tier 1 capital consists of shareholder’s equity less goodwill

and capital requirement for foreign exchange weighted

assets. Tier 2 capital includes the Bank’s eligible long term

debt and revaluation reserve. Tier 3 consists of subordinated

bonds, issued for covering market risks.

The capital adequacy ratios are calculated in accordance

with the Bank of International Settlements guidelines. These

guidelines are intended to apply to major international banks

based in OECD countries. In order to make comparisons with

other major banks, Slovenia has been treated as a member of

the OECD. The principal effect of this is to apply counterparty

risk weights of 0 % to Slovenian government debt and 20%

to debts of other Slovenian banks.

41. Contingent liabilities and commitments

a) Credit related commitments

Documentary (and standby) letter of credit constitutes a def-

inite undertaking of the issuing bank, provided that the stipu-

lated documents are presented to the nominated or the issu-

ing bank and that the terms and conditions of the credit are

complied with:

- if the credit provides for sight payment - to pay at sight

- if the credit provides for deferred payment - to pay on the

maturity date determinable in accordance with the stipula-

tions of the credit.

Such undertakings can also be issued for credits received in

the form of confirmation. It is usually done at the request or

authorisation of the opening bank and constitutes a definite

undertaking of the confirming bank, in addition to that of the

issuing bank.

Foreign exchange derivatives allow the Group and its cus-

tomers to transfer, modify or reduce their foreign exchange

risks. Foreign exchange exposure associated with derivatives is

normally offset by entering into counterbalancing positions,

thereby minimising the foreign exchange risk and cash

amounts required to liquidate the contracts. The Group main-

tains strict control limits on net open positions, (i.e. the differ-

ence between purchase and sale contracts) by both currency

and term. Unless otherwise indicated, the amount subject to

credit risk is limited to the current fair value of instruments

that are favourable to the Group (i.e. assets), which is only a

small fraction of the contract or notional values used to

express the volume of instruments outstanding. This credit risk

exposure is managed by collateral (initial margin or good faith

deposits) or as part of the overall borrowing limits granted to

customers.

The following table indicates the contractual amounts of

the Group’s off-balance sheet financial instruments that com-

mit it to extend credit to customers.

* Including credit and market risk
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b) Capital commitments

At 31 December 2004 the Group had capital commitments in the amount of 4,358 million tolars in respect of implementation of

new information technology system (note 25).

Fair values of the above derivative financial assets and liabilities are included in other assets or other liabilities.

By its nature the Group’s activities are related to the use of financial instruments including derivatives. The Group provides trans-

actions in foreign exchange and interest rate contracts to its clients and then simultaneously enters into another financial derivative

instrument contract in order to offset the unfavourable exposure from the first financial derivative instruments.

Those derivative financial instruments, which provide effective economic hedges under risk management strategy of the Group and

do not qualify for hedge accounting under the specific accounting rules are therefore treated as derivatives held for trading.

In the year 2004 the Central bank offered Slovenian banks the possibility of a final purchase of foreign currencies, which resulted

in the reduction of foreign currency swaps with the Bank of Slovenia.

IN MILLIONS OF TOLARS 2004 2003

Foreign currency guarantees

- Short-term 42,138 35,870

- Long-term 51,182 67,357

Tolar guarantees

- Short-term 46,987 26,387

- Long-term 52,551 42,001

Foreign exchange letters of credit

- Short-term 8,210 5,888

Commitments to extend credit 235,338 202,077

436,406 379,580

Provisions (note 33) (10,555) (5,601)

TOTAL 425,851 373,979

c) Derivative financial instruments

Fair values Fair values

2004 2004 2003 2003

Notional Notional

IN MILLIONS OF TOLARS amount Assets Liabilities amount Assets Liabilities

Forward contracts

- Economic hedging - - - 239 - 2

- Trading 27,980 649 770 63,247 2,416 991

Foreign exchange swaps with the Bank of Slovenia 170,220 - 9 822,557 25 20

Other swaps

- Interest rate swaps 49,409 537 392 19,679 473 442

- Foreign currency swaps 41,427 286 1,756 24,781 164 750

Options 17,280 314 559 15,353 193 258

Futures 477 - - 734 - -

TOTAL (note 21, 31) 306,793 1,786 3,486 946,590 3,271 2,463
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d) Movements in provisions for contingent liabilities and commitments

IN MILLIONS OF TOLARS 2004 2003

Balance at 1 January 5,601 4,997

Exchange difference on opening balance of subsidiaries (53) 18

Acquisition of subsidiaries - 1,399

Provisions (note 9) 4,572 (813)

Other 435 -

Balance at 31 December 10,555 5,601

Asset Related liability

IN MILLIONS OF TOLARS 2004 2003 2004 2003

Investment securities 63,044 58,305 58,122 53,098

Leasing receivables 1,617 2,027 1,617 2,027

Factoring 2,091 956 1,576 728

TOTAL 66,752 61,288 61,315 55,853

Assets are pledged mainly as collateral for deposits and borrowings.

IN MILLIONS OF TOLARS 2004 2003

Not later than one year 456 521

Later than one year and not later than five years 1,414 1,714

Later than five years 574 711

TOTAL 2,444 2,946

Where a Group company is the lessee, the future minimum lease payments under non cancellable building operating leases are as follows:

42. Funds managed on behalf of third parties

The Group manages assets totalling 290,765 million tolars (2003: 139,722 million tolars) on behalf of third parties. Managed funds'

assets are accounted for separately from those of the Group. Income and expenses of these funds are for the account of the respec-

tive fund and no liability falls on the Group in connection with these transactions. The Group is compensated for its services by fees

chargeable to the funds.

e) Assets pledged

f) Operating lease commitments
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IN MILLIONS OF TOLARS 2004 2003

Loans and advances

- Directors 578 576

- Associated companies and jointly controlled companies 13,015 11,926

- Shareholders 106,295 93,940

TOTAL 119,888 106,442

Borrowings and deposits

- Associated companies and jointly controlled companies 6,662 9,780

- Shareholders 73,331 86,433

TOTAL 79,993 96,213

Commitments and contingencies arising from off balance sheet items

- Associated companies and jointly controlled companies 1,508 4,315

TOTAL 1,508 4,315

Receipts

- Management Board members 401 261

- Supervisory Board members 3 5

- Other key managers 3,243 2,778

Receipts include gross salaries, shares in profit, profit sharing bonus, vacation bonus, management insurance, jubilee bonuses and

additional pension insurance.

Income of the Management Board members includes only income of the Management Board of the parent bank. 

43. Related party transactions

A number of banking transactions are entered into with related parties in the normal course of business. These transactions were

carried out on commercial terms and conditions and at market rates. The volumes of related party transactions, outstanding balances

at the year-end, are as follows:
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Ownership interest and voting power held do not include own shares.

44. Subsidiaries
Percentage Interest

The subsidiaries are: Nature of Country of Ownership Voting

Name Business Incorporation interest power held

Banka Domæale d.d., Domæale Banking Republic of Slovenia 59.80 59.80

FIN-DO d.o.o., Domæale Finance Republic of Slovenia 100 100

Koroπka banka d.d., Slovenj Gradec Banking Republic of Slovenia 61.91 61.91

Union of Serbia

Montenegrobanka AD, Podgorica Banking and Montenegro 91.52 91.52

Banka Zasavje d.d., Trbovlje Banking Republic of Slovenia 70.08 70.08

Slovenska Investicijska Banka d.d., Ljubljana Banking Republic of Slovenia 80.85 80.85

LHB Internationale Handelsbank AG, Frankfurt/Main Banking Germany 56.01 56.01

Republic of Bosnia

LHB Banka Banja Luka AD, Banja Luka Banking and Herzegovina 63.70 63.70

LHB Immobilien GmbH, Frankfurt/Main Property Germany 100 100

LHB Finance d.o.o., Ljubljana Finance Republic of Slovenia 100 100

LHB Trade d.o.o., Zagreb Trading Republic of Croatia 100 100

Union of Serbia

LHB Consult d.o.o., Beograd Trading and Montenegro 100 100

Union of Serbia

LHB Banka AD, Beograd Banking and Montenegro 60.40 60.40

Union of Serbia

Texiba d.o.o., Beograd Trading and Montenegro 100 100

Union of Serbia

BTB AD, Beograd Property and Montenegro 66.67 66.67

Planning, Republic of Bosnia

Plan a.d., Banja Luka projecting and Herzegovina 79.00 79.00

Republic of

Tutunska Banka AD, Skopje Banking Macedonia 73.12 77.20

Republic of

Tutunskabroker AD, Skopje Finance Macedonia 100 100

Republic of Bosnia

CBS Bank d.d., Sarajevo Banking and Herzegovina 100 100

LB Leasing d.o.o., Ljubljana Finance Republic of Slovenia 100 100

LB Leasing Koper d.o.o., Koper Finance Republic of Slovenia 100 100

Optima Leasing d.d., Ljubljana Finance Republic of Slovenia 100 100

LB Leasing d.o.o., Beograd Finance Republic of Slovenia 100 100

Feniks d.o.o., Murska Sobota Finance Republic of Slovenia 100 100

Republic of Bosnia

CBS Leasing d.o.o., Sarajevo Finance and Herzegovina 100 100

LB Leasing d.o.o., Maribor Finance Republic of Slovenia 100 100

NLB Propria d.o.o., Ljubljana Property Republic of Slovenia 100 100

Sport and Republic

Golf Arboretum d.o.o, VolËji potok catering trade of Slovenia 50.6 50.6

Tourist and Republic

Prospera plus d.o.o., Ljubljana catering trade of Slovenia 100 100

Republic of Bosnia

CBS Invest d.o.o., Sarajevo Property and Herzegovina 100 100

Investment Republic

LB Maksima d.o.o, Ljubljana management of Slovenia 100 100

FIT Leasing d.o.o., Velenje Finance Republic of Slovenia 100 100

LB InterFinanz AG, Zürich Finance Switzerland 100 100

LB InterFinanz Praha s.r.o., Praha Finance Czech Republic 100 100

LB InterFinanz Italia s.r.l., Gorizia Finance Italy 51 51

Republic

LBIS d.o.o.e.l., Skopje Finance of Macedonia 100 100

Union of Serbia

LB InterFinanz d.o.o., Beograd Finance and Montenegro 100 100

NLB Factoring, a.s., Ostrava Finance Czech Republic 100 100

NLB Factor s.r.o., Bratislava Finance Slovak Republic 100 100

NLB Skladi d.o.o., Ljubljana Finance Republic of Slovenia 100 100
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IN MILLIONS OF TOLARS Tolars EUR USD Other Total

ASSETS

Cash and balances with the Central Bank 49,640 20,249 657 4,826 75,372

Placements with, and loans to banks 197,974 251,346 31,099 10,299 490,718

Securities held for trading 132,120 37,796 13,432 2,832 186,180

Loans and advances to customers 687,097 598,431 29,811 65,571 1,380,910

Investment securities 34,389 84,975 1,182 2,851 123,397

Investment property 3,812 28 - 206 4,046

Investments in associated companies and joint ventures 10,419 2,185 - 473 13,077

Other assets 9,947 3,519 1,125 1,979 16,570

Accrued income and deferred expenses 11,005 3,063 310 451 14,829

Property and equipment 46,235 10,416 - 3,798 60,449

Intangible assets 18,473 346 - 132 18,951

TOTAL ASSETS 1,201,111 1,012,354 77,616 93,418 2,384,499

LIABILITIES

Deposits from banks 11,454 98,896 5,771 5,030 121,151

Borrowings from banks 1 323,527 16,761 22,153 362,442

Deposits from other customers 847,061 456,978 47,372 38,324 1,389,735

Borrowings from other customers 5,782 73,305 3,551 1,100 83,738

Debt securities 80,195 13,629 95 - 93,919

Other liabilities 29,892 5,354 1,363 3,782 40,391

Accruals and deferred income 7,862 3,815 103 283 12,063

Provisions for liabilities and charges 8,283 6,567 405 1,605 16,860

Subordinated liabilities 10,909 62,081 - - 72,990

Minority interests 11,940 9,928 - 5,189 27,057

Share capital 15,364 - - - 15,364

Share premium 12,477 - - - 12,477

Retained earnings 96,614 2,482 - 4,116 103,212

Reserves 30,700 2,400 - - 33,100

TOTAL LIABILITIES AND EQUITY 1,168,534 1,058,962 75,421 81,582 2,384,499

NET BALANCE SHEET POSITION 32,577 (46,608) 2,195 11,836 -

Credit commitment and derivatives (94,925) 106,323 (5,494) (6,754) (850)

As at 31 December 2003

TOTAL ASSETS 1,143,415 878,568 78,483 68,116 2,168,582

TOTAL LIABILITIES AND EQUITY 1,165,761 866,179 77,102 59,540 2,168,582

NET BALANCE SHEET POSITION (22,346) 12,389 1,381 8,576 -

Credit commitment and derivatives 24,523 (15,200) (4,950) (2,585) 1,788

The amount of consolidated assets and liabilities denominated in tolars and in foreign currency as at 31 December 2004 is analysed below:

45. Currency risk
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46. Liquidity risk

The amount of consolidated assets and liabilities analysed over the remaining period at 31 December 2004 to the contractual matu-

rity date is as follows:

Up to 1 1 Month to 3 Months 1 Year Over No

IN MILLIONS OF TOLARS Month 3 Months to 1 Year to 5 Years 5 Years Maturity Total

ASSETS

Cash and balances with the Central Bank 75,372 - - - - - 75,372

Placements with, and loans to banks 180,931 183,519 28,334 95,452 2,482 - 490,718

Securities held for trading 140,094 3,922 6,902 31,981 3,281 - 186,180

Loans and advances to customers 78,830 117,606 410,245 527,713 246,516 - 1,380,910

Investment securities - - 486 78,037 43,528 1,346 123,397

Investment property - - - - - 4,046 4,046

Investments in associated companies 

and joint ventures - - - - - 13,077 13,077

Other assets 11,253 1,115 2,487 1,715 - - 16,570

Accrued income and deferred expenses 3,067 2,297 9,691 (226) - - 14,829

Property and equipment - - - - - 60,449 60,449

Intangible assets - - - - - 18,951 18,951

TOTAL ASSETS 489,547 308,459 458,145 734,672 295,807 97,869 2,384,499

LIABILITIES 

Deposits from banks 69,096 26,570 23,902 1,583 - - 121,151

Borrowings from banks 32,134 52,070 56,781 192,581 28,876 - 362,442

Deposits from other customers 648,377 334,630 329,116 66,945 10,667 - 1,389,735

Borrowings from other customers 3,237 5,647 41,345 28,228 5,281 - 83,738

Debt securities 9,433 7,694 12,070 51,663 13,059 - 93,919

Other liabilities 19,638 3,130 6,191 11,294 218 - 40,471

Accruals and deferred income 3,165 1,797 6,401 700 - - 12,063

Provisions for liabilities and charges 14 193 101 13,214 3,338 - 16,860

Subordinated liabilities - - 400 3,344 69,246 - 72,990

TOTAL LIABILITIES 785,094 431,731 476,307 369,552 130,685 - 2,193,369

NET LIQUIDITY GAP (295,547) (123,272) (18,162) 365,120 165,122 97,869 191,130

As at 31 December 2003

TOTAL ASSETS 465,057 263,621 566,894 563,543 215,116 94,351 2,168,582

TOTAL LIABILITIES 809,256 316,883 492,425 238,273 130,658 - 1,987,495

NET LIQUIDITY GAP (344,199) (53,262) 74,469 325,270 84,458 94,351 181,087

The previous table analyses assets and liabilities of the Group into relevant maturity groupings based on the remaining period at

balance sheet date to the contractual maturity date.
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The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to the man-

agement of the Group. It is unusual for banks ever to be completely matched since business transacted is often of uncertain term

and of different types. An unmatched position potentially enhances profitability, but can also increase the risk of losses.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are

important factors in assessing the liquidity of the Group and its exposure to changes in interest rates and exchange rates.

Non interest Interest Up to 1 Month to 3 Months to Over

IN MILLIONS OF TOLARS TOTAL bearing bearing 1 Month 3 Months 1 Year 1 year

ASSETS

Cash and balances with the Central Bank 75,372 33,262 42,110 42,110 - - -

Placements with, and loans to banks 490,718 1,577 489,141 243,528 202,926 38,046 4,641

Securities held for trading 186,180 23,072 163,108 132,495 1,794 13,073 15,746

Loans and advances to customers 1,380,910 7,215 1,373,695 544,563 294,763 277,511 256,858

Investment securities 123,397 4,009 119,388 26,854 49,212 4,127 39,195

Investment property 4,046 4,046 - - - - -

Investments in associated companies 

and joint ventures 13,077 13,077 - - - - -

Other assets 16,570 16,570 - - - - -

Accrued income and deferred expenses 14,829 14,829 - - - - -

Property and equipment 60,449 60,449 - - - - -

Intangible assets 18,951 18,951 - - - - -

TOTAL ASSETS 2,384,499 197,057 2,187,442 989,550 548,695 332,757 316,440

LIABILITIES 

Deposits from banks 121,151 182 120,969 65,489 15,103 40,258 119

Borrowings from banks 362,442 - 362,442 46,006 95,173 201,980 19,283

Deposits from other customers 1,389,735 4,966 1,384,769 1,070,488 200,809 97,412 16,060

Borrowings from other customers 83,738 511 83,227 4,289 51,096 25,714 2,128

Debt securities 93,919 - 93,919 38,280 3,921 10,216 41,502

Other liabilities 40,391 40,391 - - - - -

Accruals and deferred income 12,063 12,063 - - - - -

Provisions for liabilities and charges 16,860 16,860 - - - - -

Subordinated liabilities 72,990 - 72,990 - 36,290 21,534 15,166

TOTAL LIABILITIES 2,193,289 74,973 2,118,316 1,224,552 402,392 397,114 94,258

ON BALANCE SHEET INTEREST

SENSITIVITY GAP 191,210 122,084 69,126 (235,002) 146,303 (64,357) 222,182

The period of notice required to change interest rates at 31 December 2004 is set out below:

47. Interest rate risk
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Non interest Interest Up to 1 Month to 3 Months to Over

IN MILLIONS OF TOLARS TOTAL bearing bearing 1 Month 3 Months 1 Year 1 year

ASSETS

Cash and balances with the Central Bank 70,456 30,471 39,985 39,985 - - -

Placements with, and loans to banks 558,876 1,714 557,162 182,595 163,408 207,477 3,682

Securities held for trading 148,863 19,439 129,424 83,936 3,171 2,796 39,521

Loans and advances to customers 1,155,988 5,127 1,150,861 603,968 152,919 267,393 126,581

Investment securities 108,596 7,255 101,341 25,970 20,084 4,008 51,279

Investment property 4,777 4,777 - - - - -

Investments in associated companies 10,631 10,631 - - - - -

Other assets 18,623 18,623 - - - - -

Accrued income and deferred expenses 13,548 13,548 - - - - -

Property and equipment 62,578 62,578 - - - - -

Intangible assets 15,646 15,646 - - - - -

TOTAL ASSETS 2,168,582 189,809 1,978,773 936,454 339,582 481,674 221,063

LIABILITIES 

Deposits from banks 139,180 107 139,073 100,591 35,861 2,593 28

Borrowings from banks 257,147 - 257,147 64,859 39,345 139,307 13,636

Deposits from other customers 1,286,581 6,910 1,279,671 1,038,525 142,854 84,578 13,714

Borrowings from other customers 76,180 - 76,180 13,823 17,839 42,132 2,386

Debt securities 106,279 - 106,279 26,276 33,261 9,718 37,024

Other liabilities 44,957 44,957 - - - - -

Accruals and deferred income 20,802 20,802 - - - - -

Provisions for liabilities and charges 12,194 12,194 - - - - -

Subordinated liabilities 51,800 - 51,800 - 400 34,615 16,785

TOTAL LIABILITIES 1,995,120 84,970 1,910,150 1,244,074 269,560 312,943 83,573

ON BALANCE SHEET INTEREST

SENSITIVITY GAP 173,462 104,839 68,623 (307,620) 70,022 168,731 137,490

The period of notice required to change interest rates at 31 December 2003 is set out below:

The previous tables summarise the Group’s exposure to interest rate risks. Included in the tables are the Group’s assets and liabil-

ities at carrying amounts, categorised by the earlier of the contractual repricing or maturity dates. 
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2004 2003

Foreign Foreign

IN % Tolars currency Tolars currency 

ASSETS

Cash and balances with the Central Bank 0.84 - 0.80 -

Placements with, and loans to banks 10.02 2.69 10.85 2.31

Securities held for trading 5.27 3.14 6.90 4.24

Loans and advances to customers 11.18 2.71 11.97 3.25

Investment securities 6.96 0.59 7.44 2.12

Other assets 0.62 - 0.27 0.00

LIABILITIES

Deposits from banks 4.98 1.08 5.52 2.23

Borrowings from banks 2.75 2.25 3.21 2.98

Deposits from other customers 3.53 0.75 5.70 1.27

Borrowings from other customers 7.77 1.13 8.47 0.84

Debt securities 8.33 0.00 9.27 0.00

Other liabilities 0.62 - 0.20 -

Subordinated liabilities 6.96 3.78 8.32 4.15

The effective interest rates as at 31 December 2004 for monetary financial instruments are as follows:
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The Group's operations can be divided into four main business segments: 

- Banking

- Trade finance

- Leasing

- Asset management

Other operations of the Group comprise insurance and support activities (providing services relating to card and ATM processing

as well as POS terminals, managing the Group's real estate, maintaining its real estate and equipment, catering and tourism).

This structure of business segments is based on the Group's system of internal financial reporting to the board of directors.

Transactions between the business segments are on normal commercial terms and conditions. The Group's aggregate share of the

result of associates and the aggregate investments in those associates are disclosed by reportable segments.

Year ended 31 December 2004

Trade Asset Other

IN MILLIONS OF TOLARS Banking finance Leasing management (unallocated) Eliminations Total

Total revenues 160,584 4,714 4,534 1,215 1,935 (1,474) 171,508

External revenues 159,538 4,714 4,534 1,215 1,506 - 171,508

Revenues from other segments 1,046 - - - 428 (1,474) -

Profit from operations 17,148 804 1,842 600 (519) - 19,875

Share of profits of associated companies 

and joint ventures 1,913 81 - - 160 - 2,154

Profit before tax 22,029

Income tax expense (6,260)

Profit after tax 15,769

Minority interest (2,627)

Net profit 13,142

Segment assets 2,249,562 68,635 45,530 2,496 5,199 - 2,371,422

Investments in associated companies 

and joint ventures 11,902 407 - - 768 - 13,077

Total assets 2,261,464 69,042 45,530 2,496 5,967 - 2,384,499

Total liabilities excluding equity 

and minotity interest 2,123,674 45,190 22,753 800 872 - 2,193,289

Shareholders' equity and minority interest - - - - 191,210 - 191,210

Other segment items

Capital expenditure 13,126 186 5,153 87 120 - 18,672

Depreciation and amortization 8,320 94 395 14 132 - 8,955

Impairment losses 16,658 1,499 368 (9) 3 - 18,519

48. Segmental analysis

a) Business segments
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Year ended 31 December 2003

Trade Asset Other

IN MILLIONS OF TOLARS Banking finance Leasing management (unallocated) Eliminations Total

Total revenues 166,559 5,309 3,392 1,516 3,056 (1,529) 178,303

External revenues 165,535 5,309 3,392 1,516 2,551 - 178,303

Revenues from other segments 1,024 - - - 505 (1,529) -

Profit from operations 13,261 2,309 1,841 1,082 (556) - 17,937

Share of profits of associated companies 

and joint ventures 1,879 - - - 186 - 2,065

Profit before tax 20,002

Income tax expense (8,045)

Profit after tax 11,957

Minority interest (2,344)

Net profit 9,613

Segment assets 2,061,845 53,084 33,402 3,128 6,492 - 2,157,951

Investments in associated companies 

and joint ventures 9,637 - - - 994 - 10,631

Total assets 2,071,482 53,084 33,402 3,128 7,486 - 2,168,582

Total liabilities excluding equity 

and minotity interest 1,939,089 33,207 13,263 589 1,347 - 1,987,495

Shareholders' equity and minority interest - - - - 181,087 - 181,087

Other segment items

Capital expenditure 11,139 238 1,167 1 204 - 12,749

Depreciation and amortization 8,166 60 405 13 (31) - 8,613

Impairment losses 11,638 1,063 (198) - 74 - 12,577
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Year ended 31 December 2004

South East West

IN MILLIONS OF TOLARS Slovenia Europe Europe Total

Total revenues 144,567 10,352 16,589 171,508

Profit from operations 15,656 3,084 1,135 19,875

Share of profits of associated companies and joint ventures 2,050 3 101 2,154

Profit before tax 22,029

Income tax expense (6,260)

Profit after tax 15,769

Minority interest (2,627)

Net profit 13,142

Segment assets 1,946,962 119,629 304,831 2,371,422

Investments in associated companies and joint ventures 10,419 522 2,136 13,077

Total assets 1,957,381 120,151 306,967 2,384,499

Total liabilities excluding equity and minotity interest 1,861,422 84,029 247,837 2,193,288

Shareholders' equity and minority interest 191,210

Off balance sheet 366,928 15,216 43,707 425,851

Capital expenditure 16,090 992 1,589 18,671

Geographical analysis includes the division between geographical segments according to the country in which individual Group

companies are located.

Year ended 31 December 2003

South East West

IN MILLIONS OF TOLARS Slovenia Europe Europe Total

Total revenues 155,316 7,476 15,511 178,303

Profit from operations 12,638 2,029 3,270 17,937

Share of profits of associated companies and joint ventures 2,035 (39) 69 2,065

Profit before tax 20,002

Tax (8,045)

Profit after tax 11,957

Minority interest (2,344)

Net profit for the period 9,613

Segment assets 1,818,489 79,722 259,740 2,157,951

Investments in associated companies and joint ventures 7,965 520 2,146 10,631

Total assets 1,826,454 80,242 261,886 2,168,582

Total liabilities excluding equity and minotity interest 1,721,297 50,839 215,359 1,987,495

Shareholders' equity and minority interest 181,087

Off balance sheet 339,676 13,589 20,714 373,979

Capital expenditure 10,454 490 1,805 12,749

b) Geographical segments
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49. Reconciliation of net profit, total assets and equity from slovenian accounting standards (sas) to international 

financial reporting standards (ifrs)

IN MILLIONS OF TOLARS

Reconciliation of net icome Note 2004 2003

Net profit SAS 8,666 6,245

Fair value of financial instruments  a) (531) 2,309

Provisions for loan impairment b) (2,062) (2,737)

General banking risks provision c) 2,819 3,190

Negative goodwill/goodwill d) 1,037 877

Employee benefits e) 33 219

Tax prior year - (289)

Deferred tax f) 3,066 429

Other h) 114 (630)

Net profit IFRS 13,142 9,613

RECONCILIATION OF EQUITY

Equity SAS 117,174 110,569

Fair value of financial instruments  a) 9,025 15,790

Provisions for loan impairment b) 41,037 36,779

General banking risks provisions c) 11,768 8,672

Negative goodwill/goodwill d) (1,027) (1,796)

Employee benefits e) (2,716) (2,641)

Treasury shares g) (491) (491)

Deferred tax f) (10,635) (13,701)

Other h) 18 (109)

Equity IFRS 164,153 153,072

a) Financial instruments

Under SAS, securities held for trading, securities available

for sale and derivative financial instruments are stated in the

balance sheet at the lower of cost or fair value, but under IFRS

they are stated at their fair value.

b) Provisions for loan impairment

SAS financial statements include provisions for losses on

loans according to the grading group of the loan or client and

in accordance with percentages prescribed by the Bank of

Slovenia in the Decree on the Classification of Balance Sheet

and Off – Balance Sheet Asset of Banks and Savings Banks. In

the IFRS financial statements impairment loss is recognised

when it is probable that the Group will not be able to collect

all amounts due according to contractual terms of loans.

c) General banking risks provision

Under SAS general banking provisions are charged to the

income statement and presented as a separate item on the lia-

bility side of the balance sheet. 

d) Negative goodwill/goodwill

The negative goodwill under IFRS arose on the consolidation

of subsidiaries in 1998 while under SAS no negative goodwill

arose from these transactions, since the equity method of

accounting for investments in subsidiaries was applied in the

Bank’s stand-alone financial statements. 

Under SAS the negative goodwill arising from the merger of

subsidiary banks is presented among provisions for liabilities

and charges while under IFRS both negative goodwill on con-

solidation and negative goodwill on mergers are presented as

a deduction of accrued income and deferred expenses.
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Goodwill arising on additional acquisitions in Slovenian

banks was calculated under SAS considering the SAS net

assets while under IFRS it was calculated considering the net

assets established under IFRS.   

e) Employee benefits

IFRS financial statements include provisions, which are

established for other long-term employee benefits such as

jubilee bonuses, retirement compensation and other long

service benefits. In SAS financial statements provisions for

other long-term employee benefits are not recognised.  

f) Deferred tax

2,346 million tolars of the deferred tax relates to a change in

a tax rate for the Bank as a consequence of the change in tax 

legislation in the year 2004. Otherwise deferred tax relates to

fair value of financial instruments, provisions for loan impair-

ment and employee benefits.

g) Treasury shares

Under SAS treasury shares are presented as a separate item

among assets while under IFRS they are netted against the

share premium reserves.

h) Other

Other includes foreign exchange gains on net investments,

rewards and the reversal of depreciation of investment prop-

erty.

IN MILLIONS OF TOLARS 2004 2003

Interest and similar income 92,134 108,040

Interest expense and similar charges (45,044) (64,472)

NET INTEREST INCOME 47,090 43,568

Fees and commissions income 23,630 21,018

Fees and commissions expense (5,643) (4,334)

NET FEES AND COMMISSIONS 17,987 16,684

Gains arising from trading securities (net) 5,109 4,533

Gains arising from investment securities (net) 232 599

Gains arising from dealing in foreign currencies (net) 2,176 1,589

(Losses)/Gains arising from derivatives (net) (1,372) (3,024)

Foreign exchange losses (net) 1,274 (1,943)

Other operating income 5,837 8,303

OPERATING INCOME 78,333 70,309

Impairment losses on loans and advances (15,556) (10,510)

General administrative expenses (40,928) (40,114)

Other operating expenses (8,511) (6,636)

PROFIT BEFORE TAX 13,338 13,049

Tax (3,954) (5,195)

NET PROFIT FOR THE PERIOD 9,384 7,854

Income statement for year ended 31 december 2004 (parent bank)
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IN MILLIONS OF TOLARS 2004 2003

ASSETS

Cash and balances with the Central Bank 50,942 51,220

Placements with, and loans to banks 463,923 503,148

Securities held for trading 174,159 139,550

Loans and advances to customers 1,017,489 888,611

Investment securities 43,087 27,761

Investment property 256 432

Investments in associated companies and joint ventures 6,607 5,754

Investments in subsidiaries 21,805 18,846

Other assets 10,092 9,730

Accrued income and deferred expenses 11,876 10,950

Property and equipment 37,843 38,342

Intangible assets 17,531 14,326

TOTAL ASSETS 1,855,610 1,708,670

LIABILITIES

Deposits from banks 85,202 98,736

Borrowings from banks 230,065 153,935

Deposits from other customers 1,153,472 1,091,904

Borrowings from other customers 35,119 28,280

Debt securities 93,720 106,092

Deferred tax liabilities 9,361 12,316

Other liabilities 19,648 14,383

Accruals and deferred income 9,113 17,427

Provisions for liabilities and charges 11,446 6,524

Subordinated liabilities 73,201 51,095

TOTAL LIABILITIES 1,720,347 1,580,692

SHAREHOLDERS’ EQUITY

Share capital 15,364 15,364

Share premium 12,710 12,710

Reserves 31,651 28,999

Retained earnings 75,538 70,905

TOTAL SHAREHOLDERS’ EQUITY 135,263 127,978

TOTAL EQUITY AND LIABILITIES 1,855,610 1,708,670

Balance sheet as at 31 december 2004 (parent bank)


