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1. A short presentation of Nova ljubljanska banka d.d., Ljubljana

Headquarters

Nova Ljubljanska banka d.d.

Trg republike 2, 1520 Ljubljana, 

Slovenia

Telephone: +386 1/ 425 01 55

Telefax: +386 1/ 425 03 31

E-mail: info@n-lb.si

Internet:http://www.n-lb.si

SWIFT: LJBA SI 2X

Reuter: LB LJ

Nova Ljubljanska banka d.d., Ljubljana is a joint stock company in which the Republic of Slovenia holds 83.08%. 

Management Board

Marko Voljč, President & CEO

Boris Zakrajšek, Deputy President & Deputy CEO

Alojz Jamnik, Deputy President & Deputy CEO

History

Nova Ljubljanska banka d.d., Ljubljana (hereafter referred to as the “Bank” or “NLB”) traces its origins back to the 19th century when the City Savings Bank in Ljubljana was founded in 1889.

Under its present charter the Bank was established by a legislative act of the National Assembly of the Republic of Slovenia on 27July 1994, commencing operations on 28 July 1994. 

Financial Highlights

Based on Consolidated Financial Statements (prepared in accordance with International Accounting Standards):

(in billions of Tolars)
30 Sept. 2000*
31 Dec.

1999

Results



Net Profit
6.3
8.8

Net Interest Income
34.6
36.1





Performance Measures 

(Before Tax)



Return on Average Total Assets 
**0.81%
0.96%

Return on Average Equity
**12.1%
14.5%





Balance Sheet



Total Assets
1,115.9
976.7

Loans (including banks)
664.4
569.5

Loans to Non-Bank Customers
576.2
483.8

Investments & Securities
353.7
318.2

Deposits (including banks)
747.0
658.7

Deposits from Non-Bank 

Customers
709.0
626.4

Capital & Reserves
74.8
65.8





Capital Ratios



Capital & Reserves to 

Total Assets
6.7%
6.7%

Tier 1 Capital Ratio
n.a.
12.0%

Total Capital Ratio
n.a.
14.8%





Tolar Exchange Rate 

(Bank of Slovenia Midrate) 



for 1 EURO
208.6
197.3

for 1 USD
237.2
196.8

for 1 DEM
106.7
99.3

Inflation (yearly cumulation)
7.13%
8%

*Unaudited

**Annualised

Market Share in the Slovenian Banking Sector (30 September 2000):

Total Assets:  NLB 28%

                       NLB Banking Group  35%

Source: Bank of Slovenia

International Rankings 

The Banker, London


Top 1000 World Banks

(July 2000):
Place
Profits on Average Capital
154

Return on Assets (ROA)
246


Capital Assets Ratio
436

Strength of Tier One Capital
629

The Banker, London

Top 500 European Banks

(September 2000):
Place
Strength (Capital)
237

Size (Assets)
269

Nova Ljubljanska banka has won the annual Euromoney Award for Excellence 2000 as the best bank in Slovenia for the fourth consecutive year. The Bank has also received the Central European’s Decade of Achievement Award in 1999 and Global Finance Best Bank Award 1999, 2000. In The Best Banks in the World 2000 inaugural global awards of The Banker, London, NLB was selected as the Slovenia's award winner.

International Ratings 

Nova Ljubljanska banka Investment Grade Ratings are at the highest level assigned to banks in Central and Eastern Europe: 

S&P’s:
BBB- 
(long-term)


A3 
(short-term)

F.IBCA:
BBB+ 
(long-term)


F2 
(short-term)


C 
(individual)

Moody’s:
Baa2 
(long-term)


Prime-2
(short-term)


D+
(financial strength)

TFBW: 
A- 
(senior long-term)


LC-1
(short-term)

CI:
A-
(long-term)


A-2
(short-term)

Quote from Thomson Financial BankWatch:

”Only A- rated bank by TFBW in Central and Eastern Europe.”

Business Activities

NLB is a universal bank with a full banking licence. The Bank was founded in order to perform banking and other financial services for which it is permitted under the authority of the Bank of Slovenia, as well as all other business operations which a bank may perform pursuant to current regulations in effect. The Bank may in accordance with existing regulations perform business operations both in Slovenia and abroad.

The activities of the Bank are as follows:

(a) Banking services:

· accepting deposits from natural persons and legal entities,

· granting loans out of funds raised by deposits, for its own account

· services for which another law stipulates that they may only be performed by banks;


(b) Financial services:

· granting credit, including consumer credits, mortgage (credits) and financing of commercial business deals,

· performing payment transactions,

· issuing of guarantees and other warranties,

· trading in foreign currencies, including currency exchange business,

· issuing and management of payment instruments,

· securities services pursuant to the law regulating the securities market,

· derivatives dealing,

· factoring,

· collection, analysis and forwarding of information on the credit worthiness of legal entities,

· intermediation in the sale of insurance policies pursuant to laws regulating the insurance business,

· intermediation in the loan and credit business,

· financial leasing,

· management of pension funds and investment trusts pursuant to all laws regulating pension funds and financial trusts,

· renting of safes;


(c) Activities auxiliary to banking:

· financial, tax and other business consultancy,

· realty management,

· management of data processing,

· computer software consultancy, development and supply,

· activities related to databases,

· data (information) processing,

· safekeeping of valuables,

· education and training,

· transport of cash and other valuables,

· banking services development,

· providing technological solutions (know-how),

· trading in gold,

· legal consultancy,

· other business activities. 

The Bank acts on its own account and on the account of others, both individuals and legal entities, unless regulations stipulate otherwise.

The Bank’s subsidiaries and associated companies also provide financial and other services such as financial leasing, factoring, financial consultancy and realty management. 

NLB offers a complete range of domestic and international banking and financial services to its corporate and retail clients through a wide business network (please refer to chapter Network) as well as through various marketing channels including: 

· a nation-wide network of 444 ATMs and approximately 200 night & day safe deposit boxes,

· a secure electronic banking service for corporate clients (Proklik NLB) and secure Internet banking for retail clients safeguarded using the latest crypto system security (Klik NLB), 

· our 24 hour telephone banking service “Teledom” that provides a transaction and information service to clients;

· Western Union Money Transfers: as the sole agent for Slovenia, NLB provides instant money transfer services from 89 locations in Slovenia as well as through the Internet - Klik NLB. 

NLB’s retail banking encompasses various services both in domestic and in foreign currencies. NLB now services some 1.4 million accounts for its retail clients. The Bank issues debit, credit and revolving cards. Debit card BA/Maestro  will become international in April 2001. Credit cards LB Eurocard and LB Visa are international, LB Karanta is domestic credit card. Revolving cards are LB Karanta and LB Eurocard. In 1999 NLB also introduces a co-branded credit card Eurocard in partnership with AC Intercar and in 2000 a co-branded revolving card Karanta in partership with Revoz. The Bank also participates in several governmental schemes such as the National Housing Savings Plan and the Student Loan Program, and is currently preparing a specialised offer for pension insurance services. 

NLB services the banking and financial needs of the corporate sector – from the basic financial plans of small businesses to the complex international projects of large corporations.   

Corporate Finance

NLB introduced securitisation in Slovenia and arranged the first syndicated long-term facility in the country. The Bank offers advisory services on implementation of investment projects, project finance, as well as on corporate ownership restructuring and M&A transactions. The Bank also plays the main role in Slovenia's primary securities market. NLB is actively involved in a number of investment projects, particularly in the modernisation of railways and the highway network as well as in the energy and telecommunications sector. For these projects the Bank in particular advises on financial structuring and arranges domestic and foreign financing.

Investment Banking

NLB, a founding member of the Ljubljana Stock Exchange, is now the number one financial institution in Slovenia in the investment banking areas of stockbroking and portfolio management. 

The investment banking capabilities of the Bank currently include:

· trading securities for domestic and foreign investors, in Slovenia and abroad

· portfolio management in the domestic and foreign markets,

· securities custody services, 

· securities research and analysis services.

International Banking

NLB maintains more than 1,300 correspondent banking relationships with banks headquartered in 134 countries, and has close relationships with the World Bank Group, the EBRD, the EIB, the IDB, the Institute of International Finance and other supranational financial institutions.

Nova Ljubljanska banka handles almost a quarter of all international payments transacted by Slovenian banks. International operations in 2000 included cross border activities such as bank-to-bank credits, risk participation transactions, purchase of account receivables and credit facilities offered to foreign purchasers of Slovenian goods in order to enhance export activities. NLB has also participated as a creditor in syndicated loans to banks in Emerging Markets.
The Bank deals in foreign exchange and money market activities and performs various activities on behalf of its corporate customers. The Bank enjoys access to significant credit facilities for trade and project finance, funding and currency/securities trading and substantial limits extended by many international financial institutions. The Bank issues all types of guarantees and acts as a financial advisor to Slovenian corporates when borrowing abroad. NLB can also offer agency services to such borrowers.

Network

Within the Republic of Slovenia, NLB maintains a network of 15 area offices with 104 branches. 

The Bank’s subsidiary companies in Ljubljana are LB Hipo, LB Leasing, LB Maksima, and Prospera plus. NLB is also one of the founders (50.0%) of Bančno zavarovalna družba (a banking insurance company). In a newly established pension insurance company, Skupna pokojninska družba, NLB has a 39.1% shareholding. In addition, the Bank has a 30.0 % shareholding in LB Factors, while LB InterFinanz, NLB's wholly owned subsidiary in Zurich, owns the remaining 70.0%. In Bankart, which provides credit card & ATM support services to the majority of Slovenian banks, NLB owns 28.6%. Furthermore, the following five Slovenian banks are NLB’s subsidiaries:

-
Banka Velenje d.d., Velenje 


(64.3%)

-
Pomurska banka d.d., Murska Sobota


(45.6%)

-
Koroška banka d.d., Slovenj Gradec

(41.3%)

-
Banka Zasavje d.d., Trbovlje (40.0%)

-
Banka Domžale d.d., Domžale 



(40.0%). 

In 1999 NLB also signed strategic partnership and business co-operation agreements with the Slovenian banks Banka Celje and Dolenjska banka. NLB’s shareholding in these banks is now 14.7% and 12.7%, respectively.

The international network of NLB consists of an area branch in Triest and nine representative offices. The Bank’s subsidiaries and significant capital investments abroad include: 

-
LBS Bank – New York registered as 


a bank in the State of New York and 


a member of F.D.I.C. (100.0%) 

-
LB InterFinanz AG, Zurich (100.0%)

-
LHB Internationale Handelsbank AG, 


Frankfurt / Main (49.9 %) 

-
Adria Bank AG, Dunaj (28.7 %)

-
Tutunska banka, a.d., Skopje (18.5%)

-
Commercebank, d.d., Sarajevo (51.0% ownership of Banka Domžale). 

The Bank’s representative offices are located in Budapest, Frankfurt/Main, London, Milan, Moscow, New York, Paris, Prague and Skopje.

2. Experience of NLB d.d. in the field of project financing

Project financing is by definition a search for optimal structure of financing sources considering expected feasibility of the project and consequently the ability to meet the financial obligations. Project finance is a type of funding structure that relies on future cash flows from a specific development as the primary source of repayment.

However, the financing solutions are still within the scope of existing companies which are main guarantors for the repayment of financial obligations. That is why an assessment of existing credit rating as combined with future investment is still necessary. 

These activities have been carried on by our bank since 1974 using methods compatible with those of the World Bank. The beginnings of unified approach to feasibility analysis reach back to year 1977 when a booklet with the first internal guidelines for evaluation of investment projects was issued. In following years a complex methodology, based on our experience and collaboration with foreign financial institutions, was developed.

For all these tasks our bank formed a Project finance department. This department employs two types of specialists: economists who are involved in financial and economical appraisal of feasibility studies and engineers who are responsible for assessment of feasibility studies from technical

 point of view and for evaluation of real estate which bank could take as collateral. Currently, this department employs 19 people.

The main tasks of the Project finance department are:

· economic, financial and technical appraisal of projects,

· evaluation of the property which is offered as collateral,

· identification of the risks of investment projects,

· advising on preparation of project documentation,

· advising the subsidiaries on non-standard business.

In 1987 Ljubljanska bank asigned a credit contract with IBRD Washington for a package of investment projects in the field of energy conservation equivalent to USD 90,0 million. The loan was appropriated for financing of acquisition of equipment and services which enable:

· conservation or change of energy sources,

· production of domestic energy saving equipment or materials,
· exploitation of domestic energy sources.
Later this agreement was expanded on financing of ecology projects and reconstruction after floods in Slovenia in 1990. The life of loan was up to 10 years with a 2 year grace period.

With the IBRD loan, 22 (17 on energy conservation and 5 on ecology field) major and 232 minor projects were financed. In the year 1994 the loan expired. Next year IBRD sent to Slovenia its mission to overview the effects of the financed projects and concluded that the results of this credit line were as a whole satisfactory. 

During this period LB financed practically all major energy generating projects in Slovenia.

3. Current Conditions of Crediting (Tariff of Nova LB from 1.1.2001)

Domestic loans and guaranties

Investment loans

Rate of interest depends on the rating of business partners which are classified in IV groups. The base rate is 6,0% (additional to TOM – “inflation rate”).

While crediting the first two groups is standard, the crediting of the last two groups is an exception. Repayment period depends on the investment projects and is normally max. 7 years. In accordance with NLB Tariff the following fees are also charged:

· for the processing of investment credit request: 0,25 – 1,5% of granted loan,

· for the unused part of granted loan over 35 mio SIT: 0,020 – 0,085% per month,

· for the departure from agreed time plan 0,5% of unused maturing portion,

· for the assessment and the opinion on investments based on investment plans the fee is calculated according to the scope of work.

Guarantees

For issued tolar guarantees a fee is charged according to the rating of a business partner. Currently this amounts to 0,45 – 1,00%, per 3 months for guarantees covering: repayment of loans, payment of goods and services and leasing; 0,15 – 0,50% per 3 months for offer collateral.

Foreign loans and guaranties

In accordance with NLB Tariff following fees are also charged:

· for the processing of investment credit request: 0,25 – 1,5% of granted loan,

· for the processing of guarantee request: 0,25 – 1,5% of granted sum.

Non-standard request are charged individually.

Collateral

Besides usual financial forms of collateral also the additional insurances in the form of:

· mortgage of real estate,

· a pledge on machinery and equipment,

· insurance by an insurance company,

· a pledge of bonds, etc.
are requested.

4. Standard procedure for granting an investment loan, from application to disbursement

For construction of an investment credit proposal we require an application, from which we can discern: legal status of the investor, the purpose of the investment, expected budget, sources of financing (with loans, their terms).

The application should also contain:

· an investment program, made after the presented methodology, providing information on current operations, scope of investment, time table, elaborated budget, the influence of proposed investment on balance sheet, cash flow, an overview of investment funds and liabilities,

· current closing balance,

· information on possible means of collateral.

An investment credit proposal is then prepared by bank officials and presented to the board for approval. 

Ljubljana, 15.Feb.2001
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