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The detailed data and financial figures stated and quoted in this annual report may differ from those
stated in the bank’s financial statements for 2016. The differences are presentational and result from
the fact that in the report on the BGK activities the data and figures are stated as management
information designed to monitor the bank's operation.
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Introduction

Bank Gospodarstwa Krajowego (BGK) is the only state
bank in Poland. It was established in 1924 by a decree
of the President of the Republic of Poland. During
the inter-war period, it focused on supporting state
and municipal institutions as well as arms industry
plants, and it also managed industrial plants that
came under the control of the state. The Bank also
administered government special purpose funds and
provided significant financial support to the modernisation and development of the Polish economy of
that period (including the Central Industrial District
and the city and sea port of Gdynia). After the war,
in 1948, BGK's operating activities were suspended.
The Bank was reactivated in 1989 as an institution
specialising in the provision of banking services to
the public sector.
The BGK operation is regulated by the Act of 14 March
2003 on Bank Gospodarstwa Krajowego with subsequent amendments and the Regulation of the Minister of Development of 16 May 2016 on granting the
Statutes to Bank Gospodarstwa Krajowego. The Bank
operates within the territory of the Republic of Poland
and has no foreign subsidiaries.

Currently, Bank Gospodarstwa Krajowego is the state's
chief partner in administrating the government's social
and economic programmes supporting entrepreneurship as well as infrastructure and housing investments
on the national, regional and local levels. Together with
Polish Development Fund (PFR), Polish Agency for Enterprise Development (PARP), Industrial Development
Agency (ARP), Export Credit Insurance Corporation
(KUKE), Polish Agency for Investments and Commerce
(PAIiH), BGK is one of the entities supporting the implementation of Strategy for Responsible Development, announced in 2016. The Bank:

•
•
•
•

provides debt and capital support for strategic
sectors of Polish economy,
participates (with its capital) in Mieszkanie Plus
program,
manages the new EU financial perspective for
2014 – 2020,
implements guarantee programs, enabling development of small and medium enterprises,
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•
•

finances exports for Polish enterprises, including exports to increased-risk markets,
provides debt and capital support for expansion
of Polish enterprises on foreign markets.

In 2016, the Bank has significantly increased its engagement in key, "mission" areas of operation (in particular in structured financing and capital investments)
and has prepared solutions supporting realisation of
new tasks, including the Mieszkanie Plus program and
management of new EU financial perspective.
In support of housing development, the Bank was
implementing the pilot for the Mieszkanie Plus program, which involves such actions as development of
apartments for rent for a moderate rate, for people
with medium income, with option to obtain ownership
of the apartments. BGK, together with the Ministry of
Development, has also developed a new social housing program, which will allow to increase the number
of apartments for rent in smaller towns by means of
preferential debt financing of Social Housing Associations (TBS).
Bank Gospodarstwa Krajowego actively participates
in absorption of EU funds. By the end of 2016, it
has signed financing agreements with local governments of 10 voivodeships (pomorskie, wielkopolskie,
łódzkie, zachodniopomorskie, podlaskie, lubelskie,
dolnośląskie, podkarpackie, opolskie and małopolskie). This means a significant increase in activity in
comparison to previous years – in the EU financial
perspective for 2007 – 2013, cooperation has been
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established with 6 voivodeships. Thanks to cooperation with BGK, local governments have own input
ensured, which is necessary for co-financing the investment with EU funds.
Another source of financing Polish economy comes
from the European Fund for Strategic Investments
(EFIS) – it is a financial pillar of the Investment Plan
for Europe, commonly known as the Juncker plan.
In 2016, BGK, as a partner of European Investment
Bank (EBI), has participated in such operations as
allocation of funds of the framework Program for
competitiveness of small and medium enterprises (COSME), the total budget of which amounts to
2.3 billion euro. The Bank was also offering portfolio
guarantees for commercial banks granting loans to
small and medium enterprises under the COSME program for promoting competitiveness.
The Bank also acts as a co-financing entity or beneficiary of EBI guarantees in individual transactions.
The first transaction of this type was financing the
purchase of rolling stock by Przewozy Regionalne
company. BGK was a member of bank consortium,
which had provided PLN 629 million for this purpose.
Subsequent transactions are scheduled for 2017.
In addition to financing or co-financing investments,
BGK was also involved in the development of national
exports. This task was realised both through granting
credits financing exports contracts for purchase of
Polish goods and services, as well as providing funds
for investments realised abroad by Polish enterprises.
In 2016, the Bank has increased its activity, establishing

limits for new markets, such as Croatia, Portugal, Brazil,
Taiwan, Saudi Arabia, United Arab Emirates.
BGK’s scope of activities also include tasks assigned
to the Bank by the Government. They are generally
conducted as special-purpose programmes and result
from agreements signed between a contracting state
authority and BGK. BGK fulfils the most important
government tasks by implementing tasks within the
funds that have been established, entrusted or assigned to the Bank for which, by virtue of law, BGK
runs separate accounting books and prepares separate financial statements.

•

loan fund, reported in the Bank’s balance sheet
and income statement, whose exposures are
subject to credit risk, i.e. Inland Waterways
Fund (FŻŚ).

These tasks involved:

•

flow funds – funds related to management and
administration of financial assets flows, which
are not reported in the Bank’s balance sheet,
namely:
−− National Road Fund (KFD),
−− Railway Fund (FK),
−− Thermomodernisation and Repair Fund
(FTiR),
−− Subsidy Fund (FD),
−− Student Loan Fund (FPiKS),
−− Borrower Support Fund (FWK) created at
the end of 2015.
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BGK PROFILE
Management
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Ownership structure

state bank

BGK mission

pursuant the Bank Gospodarstwa Narodowego Act of
14 March 2003 (Journal of Laws no. 65 item 594, as amended)

BGK strategy

Multi-Year Development Program – Strategy of Bank
Gospodarstwa Krajowego for 2014 – 2017 (approved on 14.02.2014).

BKG Employee Ethics Compendium

approved in 2015.

Reporting

annual reports on the operations and financial statements
subject to review by an independent auditor, annual reports,
quarterly publications of interim condensed financial statements,
reports on risk management and capital adequacy of Bank
Gospodarstwa Krajowego (Pillar III), quarterly information on
capital adequacy. Reporting on social engagement in annual
reports of BGK’s Jan Kanty Steczkowski Foundation.

Reporting on social issues

included in reports on the operations and more broadly in annual
reports. Annual reports on the activities of BGK’s J. K. Steczkowski
Foundation.

BGK PROFILE
Financial results
Net banking operations

PLN 853.2 million

Operation and amortisation costs

PLN 311.9 million

Movements in provisions and revaluation

PLN 191.5 million

Pre-tax profit/loss

PLN 353.1 million

Net profit/loss

PLN 349.2 million

Gross loans

PLN 27 352.4 million

Client deposits

PLN 37 599.7 million

Bank's funds
Balance sheet total

PLN 12 481.9 million
PLN 67 258.2 million

Workplace
Employment as of 31 December 2016
Number of organisations representing employees

1335 employees
3

Development of business and entrepreneurship
Value of support provided to SME under JEREMIE initiative in 2016
Value of loans granted under JESSICA initiative in 2016
Value of export loans under DOKE agreements

PLN 462.9 million
PLN 16.5 million
DKK 289.3 million
NOK 339.3 million
CAD 135.4 million

Value of portfolio guarantees granted under the Program for Supporting
Entrepreneurship
Value of student loan interest rate subsidies

PLN 9 622.7 million
PLN 21.7 million
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Environment protection
Number of granted thermomodernisation, repair and compensation bonuses
Value of granted thermomodernisation, repair and compensation bonuses

2630
PLN 152.3 million

Housing infrastructure
Value of support paid out under the social housing development programme in 2016
Value of funds paid out to credit institutions under the "Mieszkanie dla Młodych"
program

PLN 57.4 million
PLN 719.2 million

Social engagement
Donation to BGK’s J. K. Steczkowski Foundation, which implements social engagement
programmes in such areas as fostering equal educational opportunities and the
development of social capital and charity on behalf of Bank Gospodarstwa Krajowego

PLN 1.77 million

50 educational projects, with participation of 900 children from rural areas and 1760
parents have been implemented during the 8th edition of grant contest "Na dobry
początek!" (2015/2016)
Amount of sub-financing for 60 educational projects for children from rural areas and
small towns under the 9th edition of grant contest "Na dobry początek!"

over PLN 500 000

406 volunteers, including 162 BGK employees and 24 stakeholders of the bank
participated in implementation of 33 volunteer projects for 5 thousand recipients
Sub-financing for volunteer projects

over PLN 99 000

150 teaching hours of lectures on finances for the youth conducted by BGK volunteers
30 recipients of Bridge Scholarship have received support for the 1st year of their
studies, and 38 scholarship recipients were acquiring knowledge and competences
required to enter the labour market during "Career and labour market" workshops.
Value of grants directed to participation in the Bridge Scholarships program is over
PLN 150 000
Sub-financing of implementation of the “Mała ojczyzna – wspólna sprawa" (Small
Homeland – Joint Cause) program
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185 students have participated in the 3rd edition of the program. They were
volunteers, who have conducted 58 educational workshops for 1111 students of
secondary and tertiary schools, as well as 57 civic knowledge educational field
games for 2000 people

over PLN 196 000

Implementation of the “Młody Obywatel” (Young Citizen) program 6422 school
students in 564 project groups participated in the program, actively working for their
closest neighbourhood

over PLN 370 000
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Supervisory Board

Members of the Supervisory Board, as at 31 December 2016:

•
•
•
•
•
•
•
•
•
•
•
•

Paweł Borys – Chairman of the Supervisory Board
Witold Słowik – Deputy Chairman of the Supervisory Board
Michał Łukasz Kamiński – Secretary of the Supervisory Board
Artur Adamski – Member of the Supervisory Board
Joanna Bęza-Bojanowska – Member of the Supervisory Board
Wojciech Kowalczyk – Member of the Supervisory Board
Jadwiga Lesisz – Member of the Supervisory Board
Jarosław Nowacki – Member of the Supervisory Board
Jan Filip Staniłko – Member of the Supervisory Board
Jerzy Szmit – Member of the Supervisory Board
Adam Węgrzyn – Member of the Supervisory Board
Robert Zima – Member of the Supervisory Board
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TABLE: SUPERVISORY BOARD OF BGK IN 2016
Supervisory Board:
First and last name

Term in office

Position

18.01.2016 – 31.08.2016

Chairman

Bogdan Klimaszewski

01.01.2016 – 02.03.2016

Deputy Chairman

Grażyna Grzyb

01.01.2016 – 31.08.2016

Secretary

Joanna Bęza-Bojanowska

01.01.2016 – 31.12.2016

Member

Paweł Olszewski

01.01.2016 – 18.01.2016

Member

Ryszard Pazura

01.01.2016 – 31.08.2016

Member

Mirosław Pietrewicz

01.01.2016 – 31.08.2016

Member

Jadwiga Romaszko

01.01.2016 – 31.08.2016

Member

Tomasz Szałwiński

01.01.2016 – 31.08.2016

Member

Agnieszka Szczepaniak

01.01.2016 – 31.08.2016

Member

Piotr Koziński

18.01.2016 – 31.08.2016

Member

18.01.2016 – 31.12.2016

Member

Robert Zima

02.03.2016 – 31.08.2016
01.09.2016 – 31.12.2016

Deputy Chairman Member

Paweł Borys

01.09.2016 – 31.12.2016

Chairman

Witold Słowik

01.09.2016 – 31.12.2016

Deputy Chairman

Michał Łukasz Kamiński

01.09.2016 – 31.12.2016

Secretary

Artur Adamski

01.09.2016 – 31.12.2016

Member

Wojciech Kowalczyk

01.09.2016 – 31.12.2016

Member

Jadwiga Lesisz

01.09.2016 – 31.12.2016

Member

Jarosław Nowacki

01.09.2016 – 31.12.2016

Member

Jan Filip Staniłko

01.09.2016 – 31.12.2016

Member

Adam Węgrzyn

01.09.2016 – 31.12.2016

Member

Leszek Skiba

Jerzy Szmit
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BGK Management Board

As at 31 December 2016, the Management Board
of BGK was comprised of six members:

•
•
•
•
•
•

Beata Daszyńska-Muzyczka – President of the Management Board
Paweł Nierada – First Vice-President of the Management Board
Włodzimierz Kocon – Vice-President of the Management Board
Przemysław Cieszyński – Member of the Management Board
Wojciech Hann – Member of the Management Board
Radosław Kwiecień – Member of the Management Board
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TABLE: MEMBERS OF BGK MANAGEMENT BOARD IN 2016
Management Board of the
Bank: First and last name

Term
in the Management Board

Position

Dariusz Kacprzyk

01.01.2016 – 07.03.2016

President of the Management Board

Radosław Stępień

01.01.2016 – 03.03.2016

Vice President – First Deputy of the President
of the Management Board

Włodzimierz Kocon

23.03.2016 – 26.09.2016
27.09.2016 – 31.12.2016

Vice-President – First Deputy President
of the Management Board Vice President of the
Management Board

Andrzej Ladko

01.01.2016 – 09.03.2016

Vice-President of the Management Board

Piotr Puczyński

01.01.2016 – 26.09.2016

Vice-President of the Management Board

Jerzy Jacek Szugajew

01.01.2016 – 26.09.2016

Vice-President of the Management Board

Adam Świrski

01.01.2016 – 31.08.2016

Vice-President of the Management Board

08.03.2016 – 26.09.2016

acting President of the Management Board

Paweł Nierada

27.09.2016 – 31.12.2016

First Vice-President of the Management Board

Wojciech Hann

27.09.2016 – 31.12.2016

Member of the Management Board

Przemysław Cieszyński

27.09.2016 – 31.12.2016

Member of the Management Board

Beata Daszyńska-Muzyczka

09.12.2016 – 31.12.2016

President of the Management Board

15.12.2016 – 31.12.2016

Member of the Management Board

Mirosław Panek

Radosław Kwiecień
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Letter from the President of BGK
Management Board
Dear Sirs and Madams,

The past year has confirmed that Bank Gospodarstwa Krajowego, acting
in the capacity of Polish development bank, is one of the state's primary
partners in implementation of programs aimed at generally understood
support of entrepreneurship as well as housing and infrastructure
investments. Providing capital and organising financing for strategic sectors
of the national economy, we are playing a crucial part in implementation
of the Strategy for Responsible Development adopted by the government.
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For Poland, for the Polish people
The mission of Bank Gospodarstwa Krajowego is
to support the social and economic development
of Poland. We carry out this mission both through
participation in large government programs (such as
"Mieszkanie Plus" or upgrading road infrastructure), as
well as providing financing for local government and
enterprise investments – also those made by micro
and small enterprises.
In 2016, we were introducing a new social housing program, complementary with "Mieszkanie Plus", which
will allow to increase the number of apartments for
rent in smaller towns by means of preferential debt
financing of Social Housing Associations (TBS). The investors have submitted over a 100 applications in
this program, for a total amount of PLN 560 million.
Last year, we have also increased the degree of EU
funds management, in comparison to the previous
financial perspective. Bank Gospodarstwa Krajowego has signed agreements with local governments
of ten voivodeships, which have entrusted us with
nearly PLN 5 billion to support the development of
entrepreneurship, labour market and regeneration
projects – social and economic restoration of the
regions. In 2017, we will sign agreements with five
more voivodeships. Moreover, we have become the
operator of national assets allocated to support projects from Digital Poland Operational Program, which
guarantees nearly PLN 1 billion for development of
broadband Internet connection.

Engaging in development of Polish enterprises, we
have participated in financing numerous investment projects ensuring new jobs. We continued the
government de minimis Guarantee Scheme, under
which we have granted guarantees in the amount of
PLN 9.4 billion within a year, which has allowed entrepreneurs to obtain PLN 16 billion worth of commercial
financing. Our analyses have shown that the program
has contributed to creating and maintaining 100 000
jobs. Towards the end of the year, we signed an agreement with the State Treasury to create and provide
additional capital for the Guarantee Fund to support
innovative enterprises with funds from the Smart Development Operational Program for 2014 – 2020. Total
amount of funds, constituting the EU's financial contribution, is PLN 525 million. This will allow to make a
guarantee in total value of PLN 1.4 billion.
We support entrepreneurs not only in Poland, but also
abroad. In the last two years, we have almost doubled our presence in foreign markets, and since 2016
we are operating in 42 countries on six continents.
To the entities with which we cooperate, we offer
such instruments as letters of credit, buyout of receivables or capital involvement through the Foreign
Expansion Fund. Our export-supporting actions fill the
gap in financing investments on high-risk markets,
which makes them complementary to the offer of
other financial institutions.
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Effective in action
In our support of Polish economy, we cooperate with
our partners, such as Polish Development Fund, Polish
Agency for Enterprise Development, Industrial Development Agency, Export Loans Insurance Corporation,
Polish Agency for Investments and Commerce, European Investment Bank or commercial banks. This
cooperation and growing financial potential of Bank
Gospodarstwa Krajowego allow us to reach any place,
where our support is needed.
We manage a capital large enough for us to be an
active financial partner. The effects of BGK's increased
activity in 2016 are shown by nearly 55% increase in
the balance sheet total – its value at the end of the
year had reached PLN 67.3 billion.

managed by our bank and allocated to support economic development will amount to ca. PLN 9 billion,
compared to PLN 2 billion during the 2007 – 2016 financial perspective.
Dear Sirs and Madams, on behalf of the Management
Board of the Bank and my own, I wish to thank all
the stakeholders for trusting us. A survey conducted
towards the end of 2016 has shown an increase in
recognition of BGK's openness to new initiatives and
cooperation. I also wish to thank all the employees for
their involvement, professionalism and contribution
to implementation of projects aimed at the development of Poland.

Future starts today
In 2017, we began working on defining the Bank's new
strategy for 2017 – 2020. Among priorities, there is
preparation for implementing the de minimis guarantee scheme in its new form, starting 1 January 2018.
We will continue to support investment projects of
Polish companies – by 2020, we plan to fill the gap
of debt financing for large companies, in the amount
of PLN 16 billion. The driving force behind the Bank's
lending operations will be a more dynamic financing
of exports and foreign expansion, in cooperation with
PAIH and KUKE.
2017 will be the first year of implementing EU programs for the 2014-2020 perspective. The assets
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Beata Daszyńska-Muzyczka
President of the Management Board of Bank
Gospodarstwa Krajowego
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Calendar of events

January

March

Bank Gospodarstwa Krajowego and Social and Economic Investments Association TISE SA sign agreements to entrust additional assets for preferential
loans for social enterprises. The loans, with preferential interest rate of 0.88% per annum, are intended for development of a social enterprise; namely:
a foundation or an association conducting business
activity, social cooperative, work cooperative, cooperatives of disabled and blind persons, church legal
entity, non-profit company. The amount of a loan,
granted for maximum 5 years, could amount to up
to PLN 100 000.

European Investment Bank and Bank Gospodarstwa
Krajowego tighten their years-long cooperation. These
institutions have signed a cooperation agreement
providing frames for mutual operations in the context
of European Investment Advisory Centre. They have
also signed a credit agreement for EUR 125 million
for financing small-scale infrastructural investments
and investments undertaken by small and medium
Polish enterprises.

February
Bank Gospodarstwa Krajowego signs an agreement
with 10 banks on activating credit guarantees for
innovative enterprises from the SME sector. The
pool of available funds amounts to PLN 250 million,
which allows to provide guarantees for credits worth
PLN 416 million. Guarantees were given from funds
of Innovative Economy Operational Programme until
31 december 2016.

April
Bank Gospodarstwa Krajowego signs agreement with
the Ministry of Family, Labour and Social Policy, which
makes PLN 139 million available for financing development of social economy enterprises. Financing will
be available in the form of preferential loans for developmental investments of social economy entities
and for ensuring liquidity. Program was projected to
support over 2000 entities and create at least 1250
new jobs.
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May

July

Ministry of Family, Labour and Social Policy provides
additional PLN 60 million to Bank Gospodarstwa
Krajowego for implementation of "Pierwszy biznes
– Wsparcie w starcie" – a program for persons, who
plan on starting their own business and entrepreneurs planning on creating jobs for the unemployed.
A total sum of PLN 264 million has been allocated for
the program. “Pierwszy biznes – Wsparcie w starcie”
supports development of entrepreneurship and creating new jobs.

Sub-financing in "Kredyt na innowacje technologiczne"
(Credit for technological innovations) is granted to
196 companies. They receive nearly PLN 753 million.
Value of investment projects, which the companies
will complete with these funds exceeds PLN 1.7 billion. Subsidies were granted based on project quality
evaluation and a point system.

June
Bank Gospodarstwa Krajowego establishes strategic cooperation with Can-Pack Group by securing
EUR 100 million worth of bonds issued by the company. The fundamental objective of the cooperation
is providing financial support for further development
of Can-Pack Group in foreign markets. Can-Pack has
operated in the metal packaging market for 25 years.
Bank Gospodarstwa Krajowego signs three partnership agreements with Chinese public banks – China
Development Bank, The Export-Import Bank of China, and Industrial and Commercial Bank of China.
Signing the agreements was aimed at strengthening
trade cooperation and developing economic relations
between Poland and China, as well as intensifying
investment activity. The agreements were signed
during the "Silk Road Forum" Economic Congress – an
element of PRC president's Xi Jinping's official visit
in Poland.
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Bank Gospodarstwa Krajowego activates loans for local governments and local action groups. Loans used
as pre-emptive financing have helped in completing
projects with European funding. Support came from
the state budget under Rural Areas Development
Program for 2014 – 2020. The loans allowed many local governments to speed up the realisation of EU
projects, without waiting for assets reimbursement.
Depending on the project category, loans could reach
up to PLN 3 million (operations consisting in construction or modernisation of local roads) or PLN 2 million
(water-sewage management).

August
Bank Gospodarstwa Krajowego signs a framework
cooperation agreement with Development Bank of
Kazakhstan. The agreement's goal is development of
economic cooperation between Poland and Kazakhstan, as well as development of long-term cooperation between development banks of both countries.
The agreement provides for support of bilateral
trade and projects with participation of Polish and
Kazakh components in third-party countries, as well
as promotion of development of Polish investments

in Kazakhstan and Kazakh investments in Poland.
The total cooperation potential has been evaluated
for EUR 300 million.

September
Impexmetal signs credit agreements with Bank
Gospodarstwa Krajowego – investment financing in
the amount of PLN 80 million was aimed at increasing
production capacity, and turnover financing in total
amount of PLN 50 million supported current operations of the company. Impexmetal – Polish public company, member of Boryszew Group – for 65 years it has
grown in the non-iron metals industry. The company
conducts business, directly and through its subsidiaries, on every continent, maintaining trade contacts
with hundreds of foreign partners and over a thousand Polish enterprises.

October
BGK, in consortium with PKO Bank Polski, grants an investment credit worth EUR 140 million. The credit will
be used for construction of chipboard factory belonging to "FORTE" S.A. Furniture Factories Group. The investment credit has been granted for 96 months.
BGK's share in the credit is EUR 70 million.

November
Bank Gospodarstwa Krajowego and State Treasury, represented by the Minister of Development and Finance,
an agreement to create a Fund of Funds and implement

Financial Instruments with funds from Smart Development Operational Programme for 2014 – 2020. The support was intended for SME investments increasing
competitiveness and innovativeness. Total amount of
funds allocated for the support is PLN 920.36 million.
Special support will be given to start-ups and enterprises at the beginning stages of their development,
with an innovative idea and high chances of achieving
significant growth dynamic and commercial success
on a domestic or global scale, as well as those which
carry out innovative projects in respect to products,
services, processes, marketing or management.
The European Investment Bank grants Bank Gospodarstwa Krajowego a credit in the amount of
EUR 70 million for financing modernisation of 40-kilometre section of S7 expressway between Koszwały
and Kazimierzowo in northern Poland. General Directorship of National Roads and Motorways was the
main promoter of the project and final beneficiary
of the EIB credit. Total estimated cost of the project
is EUR 680 million. EIB will finance up to 40% of the
costs – the rest will be covered from funds of the EU
Cohesion Fund and state budget.

December
BGK signs credit agreement worth PLN 245 million
(EUR 55 million) for financing an export contract of
Unibep SA construction company from Bielsk Podlaski.
The borrower is Trinity Invest, which has commissioned Unibep to build a shopping centre in Belarus.
The financing is secured with KUKE S.A. policy.
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Summary of BGK’s financial results
in 2016
BGK closed 2016 with a balance sheet total of PLN 67 258.2 million. It was
PLN 23 839.1 million, i.e. 54.9%, higher compared to the figure at end
of 2015. The increase in the balance sheet total was caused primarily by:

•
•
•

increases related to development of lending-investment activity by PLN 5 752.2 million,
financed with appropriate increase in deposits
from economic entities,

PLN 17 725.6 million increase, i.e. 89.2%, in this position. The increase was chiefly related to deposits of
Central Budget Units (CBUs), including the Ministry of
Finance and deposits from economic entities.

providing the Bank with additional capital in the
amount of PLN 2 893.2 million for the purpose
of completing new tasks in strategic sectors,

The level of balance sheet credit exposures
(loans, municipal and commercial bonds) grew to
PLN 32 345.3 million, i.e. increased by PLN 4 470.6 million compared to the state as at the end of 2015. Loan
portfolio grew by PLN 4 935.2 million (to PLN 27 352.4),
which was mostly a result of increased value of
structured financing of infrastructural enterprises.
However, investments in municipal and commercial
bonds have decreased by PLN 464.6 million.

managing liquidity position related to swings
of deposits of central budget units, occurring in
BGK towards the end of the year.

The increase in the balance sheet total was mainly caused by the increase in the balance of clients’
deposits. Compared to 2015, the Bank recorded a
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TABLE: BASIC FINANCIAL PARAMETERS OF BGK’S ACTIVITY (IN PLN MILLION)
Item

Performance
2014

Performance
2015

Performance
2016

Change
2014/2015

792.1

790.6

853.2

7.9%

763.0

790.6

838.6

6.1%

267.5

382.8

311.9

-18.5%

267.5

304.2

311.9

2.5%

70.5

0.9

191.5

-

472.2

413.8

353.1

-14.7%

432.1

492.5

338.4

-31.3%

434.6

362.7

349.2

-3.7%

394.5

426.4

337.3

-20.9%

22 614.4

27 874.7

32 345.3

16.0%

17 971.5

22 417.2

27 352.4

22.0%

30 238.0

19 874.1

37 599.7

89.2%

9 546.9

9 353.4

12 481.9

33.4%

51 231.4

43 419.1

67 258.2

54.9%

Profitability
Net banking operations
Net banking operations, excluding
non-recurring events
Operation costs and amortisation
Operation costs and amortisation,
excluding non-recurring events
Movements in provisions and
revaluation
Pre-tax profit/loss
Gross result, excluding nonrecurring events
Net profit/loss
Net result, excluding non-recurring
events
Scale of activity
Gross credit exposure, including:
Gross loans
Client deposits
Bank's funds

1

Balance sheet total
Performance ratios

2

In 2016, the Bank generated a net result of
PLN 349.2 million, i.e. PLN 13.5 million less than in
the previous year. The decrease was primarily a result of a high balance of provisions and revaluations
(increase by PLN 190.6 million) related mainly to unifying the risk assessment with approach developed
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p.p.
in the project of BGK changing to international accounting standards (IAS).
The result in 2015 was burdened with a one-time payment to the Bank Guarantee Fund (BGF) in the amount
of PLN 78.6 million gross (PLN 63.7 million net) for

Item

Performance
2014

Performance
2015

Performance
2016

Change
2014/2015

33.8%

48.4%

36.6%

-11.8

35.1%

38.5%

37.2%

-1.3

5.2%

3.9%

3.6%

-0.3

4.7%

4.6%

3.5%

-1.1

ROA (Net result/average assets)

0.7%

0.6%

0.5%

-0.1

ROA, excluding non-recurring
events

0.6%

0.7%

0.5%

–0.2

C/I3 ratio
C/I – excluding non-recurring events
ROE (net result / average basic
funds)
ROE, excluding non-recurring events

Interest margin
Solvency ratio5

1.0%

1.0%

0.9%

-0.1

38.2%

32.3%

30.6%

-1.7

4

Bank's funds – statutory fund, supplementary fund, reserve fund, general risk fund, revaluation fund, past years result and net result
Average balance sheet results in indicators were calculated based on end results of 13 months (e.g. December 2015 – December 2016)
3
C/I (cost to income ratio) = (general administrative expenses + amortization/depreciation) / net banking operations
4
Interest margin = income from interests / average interest assets
5
Calculation excluding cash flow funds
1

2

payments of assets for depositors of Handcraft and
Agriculture Cooperative Bank in Wołomin (SK Bank in
Wołomin). After eliminating the effect of non-recurring
events from the results (results presented in the table
exclude non-recurring events such as: reclassification
of a portion of former NHF's portfolio in 2014, payment
of BGF funds for clients of SK Bank in Wołomin in 2015,
effect of transaction settlement for takeover of Visa Europe Ltd. by Visa Inc. and sale of PEKAES S.A. shares in
2016) such corrected net result for 2016 was lower than
the result for 2015 by PLN million 89.0, i.e. by 20.9%.
Base operation efficiency indicators in 2016 were
slightly lower than in 2015.

At the end of 2016, the nostro accounts balance was
PLN 1 662.7 million and was higher by PLN 820.1 million compared to the end of 2015, which was linked
to the increase in foreign currency deposits of central
budget units.

Interbank deposits, Treasury
securities and NBP money market
bills
At the end of 2016, the portfolio of Treasury debt securities was valued at PLN 8 556.5 million, stated at cost,
up by PLN 2 754.9 million (47.5%) compared to the end of
2015. Accordingly, NBP money market bills amounted to
PLN 15 803.1 million, up by PLN 15 566.1 million compared
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FIG.: BALANCE SHEET STRUCTURE – ASSETS
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Funds on nostro accounts (excluding funds with the National Bank of Poland (NBP))

to the previous year. The balance of interbank deposits
amounted to PLN 1 103.0 million at the end of 2016, i.e.
up by PLN 729.0 million compared to the previous year.
Changes in the balances of those positions resulted
from the increase in the Bank's liabilities.

The loan portfolio and the
commercial debt securities portfolio
The gross loan balance amounted to PLN 27 352.4 million at the end of 2016, up by PLN 4 935.2 million
(22.0%) compared to the state at the end of the previous year. The biggest nominal growth, amounting to
PLN 5 354.5 million (34.5%) was recorded in loans for
businesses. The bank's full gross credit exposure also
included municipal bonds (PLN 1 014.2 million) and
commercial bonds issued as part of project financing
(PLN 3 978.8 million). Total credit exposure in 2016
amounted to PLN 32 345.3 million and was 16% higher
than in the previous year.
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Purchase of securities under
reverse repurchase agreements
Receivables arising from securities bought under repurchase agreements amounted to PLN 3 946.9 million
at the end of 2016, up by PLN 2 773.2 million (236.3%)
compared to the amount at the end of 2015. Higher
value of receivables is related to liquidity operations
and is a derivative of higher deposit values at the
end of 2016.

Stocks, shares and investment
certificates
The portfolio of stocks and shares, stated at cost,
decreased in 2016 by PLN 5.9 million compared to
the previous year.
In 2016, the Bank has increased the capital of subsidiaries: TFI BGK (PLN 8 million), BGK Nieruchomości (by PLN 4 million) and National Capital Fund

(PLN 10 million). At the same time, upon an estimation
of KFK's net assets, a permanent loss of value has been
identified, in the amount of PLN 43.8 million, which resulted in increasing the allowance by PLN 10 million.
BGK Nieruchomości manages the assets of FIZAN
Fund of Apartments for Rent Sector. The fund's net
assets value as at the end of 2016 amounted to
PLN 22.5 million.
In 2016, the Bank possessed in its portfolio investment certificates worth PLN 545.8 million of the
following funds created by BGK's Investment Funds
Association (TFI):

•
•
•
•

Fundusz Ekspansji Zagranicznej FIZAN (Foreign
Expansion Closed-End Investment Private Equity
Fund),
Fundusz Inwestycji Samorządowych FIZAN (Local Government Closed-End Investment Private
Equity Fund),
Fundusz Inwestycji Polskich Przedsiębiorstw
FIZAN (Polish Enterprises Investments ClosedEnd Investment Private Equity Fund),
Fundusz Inwestycji Infrastrukturalnych – Kapitałowy FIZAN (Infrastructure Investments Capital Closed-End Investment Private Equity Fund),

FIG.: STRUCTURE OF BGK’S LIABILITIES
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•
•

Fundusz Inwestycji Infrastrukturalnych –
Dłużny FIZAN (Infrastructure Investments
Debenture Closed-End Investment Private
Equity Fund),
Fundusz Municypalny FIZAN (Municipal ClosedEnd Investment Private Equity Fund).

Balance sheet structure – liabilities
In a three-years perspective, a safe and high level
of capitals is observable, allowing a development of
lending and investment activity of the Bank.

Deposit base
The Bank's deposit base in 2016 increased by
PLN 17 725.6 million (89.2%) compared to the state
at the end of the previous year, which primarily resulted from significant (by PLN 8 224.9 million, 73%)
increase in funds acquired from central budget units.
They constituted the dominating part of BGK’s deposit portfolio and amounted to PLN 19 485.1 million
at the end of 2016, with their share in all deposits at
the level of 51.8%, compared to 56.7% at the end of
2015. Deposits in the non-finance sector have grown
proportionately to the growth in loan portfolio.

Sales of securities under repurchase
agreements
Liabilities from securities sold under repurchase
agreements amounted to PLN 5 752.2 million at the
end of 2016, i.e. PLN 2 868.4 million more compared to
the end of the previous year. A higher level of those
liabilities at the end of 2016 was related to a change
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in the structure of the bank’s liabilities resulting from
liquidity and customer operations.

Loans incurred
The value of financing with loans from international
financial institutions amounted to PLN 3 029.0 million
at the end of 2016 and was PLN 250.7 million (9%) higher compared to the level recorded at the end of 2015.
In March 2016, BGK has signed a new Multi-Beneficiary
Intermediated Loan V finance contract with the EIB
worth EUR 125 million. Loan funds are allocated to financing investments of local government units, SMEs
and mid-caps enterprises. First loan tranche worth
EUR 65 million was activated in September 2016.
In December 2016, first tranche of loan (worth
PLN 240 million) was activated for financing investment-construction projects constituting an element
of government program for supporting housing development. Total value of the loan signed the previous
year was PLN 800 million.
In 2016, the funds acquired from the EIB for loans
under the loan program for supporting regional development declined by PLN 122.3 million and the funds
under the housing construction support program,
acquired from the EIB and CEB – by PLN 157.1 million.

Bonds issuance
In order to secure stable sources of funding for its
operation, the Bank continued its own bond issue
program. In 2016, one batch of 3-year bonds with
variable rate coupon payments worth PLN 500 million

TABLE: OWN BOND ISSUES AS AT 31 DECEMBER 2016 (IN PLN MILLION)
Own bonds

Issue date

Maturity date

Amount

Interest rate

BGK0219

19/02/2015

19/02/2019

1 392

WIBOR6M+30 bps

BGK0118

20/11/2012

25/01/2018

1 000

WIBOR6M+44 bps

BGK0517

19/05/2014

19/05/2017

1 370

WIBOR6M+30 bps

Total funds

to PLN 12 481.9 million at the end of 2016. It was
PLN 3 128.5 million (33.4%) higher compared to
the figure at end of 2015. The growth was a result of a state budget contribution to Bank Gospodarstwa Krajowego's own funds of treasury bonds
worth PLN 3 000 million (balance sheet value

was issued. In 2016, the bank also redeemed bonds
worth PLN 500 million.

Total funds
The total funds value (including current year profit/
loss and retained profit/accumulated loss) amounted

TABLE: THE VALUE AND STRUCTURE OF THE BANK’S FUNDS (PLN MILLION)
Item

2015

20165

Change compared
to 2015

Performance

Structure

Performance

Structure

nominal

%

9 353.4

100.0%

12 481.9

133.4%

3 128.5

33.4%

8 409.5

89.9%

11 339.1

121.2%

2 929.6

34,8%

614.4

6.6%

643.5

6.9%

29.1

4.7%

76.8

0.8%

76.8

0.8%

0.0

0.0%

155.5

1.7%

155.5

1.7%

0.0

0.0%

-13.5

-

-82.3

-

-68.8

509.6%

Net profit deductions during
the financial year*

-252.1

-

0.0

0.0%

252.1

-

Net profit/loss

362.7

3.9%

349.2

2.8%

-13.5

-3.7%

Total funds
Statutory fund
Supplementary fund
Reserve fund
General risk fund
Revaluation reserve

*in 2015, the Bank has made an advance contribution to the State Budget.
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FIG.: PRE-TAX PROFIT/LOSS CHANGES (PLN MILLION)
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PLN 2 893.2 million) and distribution of profit for
2015 amounting to PLN 36.3 million. The bank's
statutory fund amounted to PLN 11 339.1 million, i.e.
PLN 2 929.6 million more than at the end of 2015.

Income statement
The Bank generated a net result of PLN 353.1 million, i.e. PLN 60.8 million (14.7%) less than in the
previous year. The net result of BGK amounted to
PLN 349.2 million and was PLN 13.5 million (3.7%) lower
compared to the result achieved in 2015.
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Operation and
amortisation
costs

Movements in
provisions and
revaluation

Pre-tax profit/
loss 2016

Net banking operations
At the end of 2016, net banking operations amounted
to PLN 853.2 million, up by PLN 62.6 million (7.9%)
compared to the 2015 figure. The increase was primarily a result of increased scale of lending-deposit activity, as well as margin on derivative currency transactions, executed on a much larger scale. Moreover,
additional goal on sales of securities (Peakes) was
achieved, and an income was made in relation to the
settlement of Visa Europe Ltd. takeover by Visa Inc.
Interest income was PLN 27.1 million higher than in
the previous year. Other results higher than in the
previous year include: foreign exchange gains/losses

by PLN 12.7 million, result on financial operations
by PLN 9.1 million and result on commissions by
PLN 8.7 million.

Net interest income
The biggest component of the net profit on banking operations was interest income, which amounted to PLN 638.2 million at the end of 2016 and was
PLN 27.1 million (4.4%) higher compared to the value
achieved in 2015. In the report on operations, the interest income covers SWAP points (presented in result on
exchange in the annual report) and interest on OIS/IRS
(shown in the annual report in the financial operations
result) in a management perspective.

The main reasons for the decline in the yield (from
2.93% to 2.76%) were the change in portfolio structure
(replacing high-margin portfolio being paid off from
several years back with high-volume structured financing transactions) and a significantly lower scale of the
reclassification of items in the portfolio of loans of the
former National Housing Fund compared to previous
years. The average credit exposure balance went up by
24.2%; from PLN 24.5 billion in 2015 to PLN 30.4 billion
in 2016.
The average level of debt securities in 2016 amounted
to PLN 25 billion, up by PLN 5.4 billion (27.6%).

Compared to 2015, both interest income and expenses
increased – by PLN 162.2 million and PLN 135.1 million,
respectively. Increase of both figures was a result of
increasing the scale of lending-deposit activity.

The average level of the remaining interest-bearing
assets (BSB, nostro accounts and interbank deposits)
amounted to PLN 11 billion in 2016, up by PLN 0.1 billion
compared to 2015. Income from the remaining interest-bearing assets increased by PLN 45.5 million.

The average level of interest-bearing liabilities amounted to PLN 66.4 billion and was PLN 11.4 billion higher
compared to 2015.

The average level of interest-bearing liabilities amounted to PLN 55.7 billion in 2016 and was PLN 11.6 billion
(26.3%) higher compared to the previous year.

In 2016, the average yield of assets amounted to
1.98% in 2016 and was 6 bps lower compared to the
previous year.

The increase in the interest costs resulted chiefly from
the fact that the cost of liabilities was 19 bps higher in 2016 compared to 2015 and amounted to 1.31%.
This growth was primarily caused by the change in
product (increase in negotiated deposits) and currency
structure of deposits (increase in PLN deposits).

The income on credit exposures constituted the biggest component of interest income and amounted to
PLN 839.5 million, up by PLN 122.1 million (17.0%) compared to the previous year, despite the drop in profitability by 17 bps.

The average level of customers’ deposits in 2016
amounted to PLN 45.5 billion, up by PLN 11.7 billion;
34.6% compared to 2015. Interest costs on customers’
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deposits were PLN 236.1 million higher compared to
the previous year, which was caused by a lower acquisition cost.
Interest expenses arising from the security issuance
liabilities dropped by PLN 5.7 million, with the average
balance of such liabilities at the level of PLN 5.8 billion;
that is PLN 0.1 billion higher than the 2015 balance.
The interest result reported in the statement also accounts for interest income and costs on transactions
hedging the currency structure of interest-bearing assets and liabilities.

Result on commissions
The result on commissions amounted to PLN 135.5 million and was PLN 8.7 million higher compared to the

result achieved in 2015. Commission income went up
by PLN 7.3 million, primarily due to income on letters of
credit, documentary collections, guarantees and sureties
in 2016 higher by PLN 13.5 million, as well as income on
loans higher by PLN 7 million. The increase was evened
out by a PLN 12.3 million decrease in other commission
income, which amounted to PLN 55.2 million. This position included JESSICA funds management fees, commissions for agency services performed for the Ministry of
Finance and commissions for the management of the
NRF. Commission expenses went down by PLN 1.4 million.
Compared to the financial statement, in 2016 the
value of commission income stated as management information was higher by PLN 15.4 million
and, respectively, by PLN 16.6 million in 2015. This
results from the inclusion of deferred commissions

TABLE: NET COMMISSION INCOME (PLN MILLION)
Item

Change compared to 2015

2015

2016

nominal

%

126.8

135.5

8.7

6.9%

139.1

146.4

7.3

5.2%

43.9

50.9

7.0

15.9%

6.8

5.9

-0.9

-13.2%

– on letters of credit, collection, guarantees and sureties

20.9

34.4

13.5

64.6%

– other commission income

67.5

55.2

-12.3

-18.2%

12.3

10.9

-1.4

-11.4%

Result on commissions
Commission income
– on credits and loans
– on securities operations

Commission expense
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Performance

TABLE: PROFIT/LOSS ON FINANCIAL OPERATIONS (PLN MILLION)
Item

Performance

Change compared to 2015

2015

2016

nominal

%

Result on financial operations

15.3

24.4

9.1

59.5%

Securities transactions

12.2

13.4

1.2

9.8%

3.1

11.0

7.9

254.8%

Other financial instruments
calculated with the use of effective interest rate in
the commission income.

Revenues from shares

to PLN – 2.9 million (PLN – 4.4 million in 2015), which
were stated separately as interest expenses and income amounting to PLN 4 million (PLN 4.4 million in
2015) and PLN 1.1 million (PLN 0.01 million in 2015),
respectively.

Income from shares or holdings amounted to
PLN 9.7 million at the end of 2016, up by PLN 5 million, or 106.3% compared to the previous year. This
was primarily a result of settling the transaction of
Visa Europe Ltd. takeover by Visa Inc. in June 2016
(PLN 6.4 million).

The change in the presentation method is aimed at
disclosing the interest component of derivative instruments used as a hedge, together with the recognized result on hedged positions.

Result on financial operations

Foreign exchange gains/losses

The result on financial operations amounted to
PLN 24.4 million at the end of 2016, up by PLN 9.1 million compared to 2015, which was a consequence of a
PLN 1.2 million higher result on securities operations,
and a PLN 7.9 million higher result on derivative instruments operations.

At the end of 2016, the result on foreign exchange
amounted to PLN 45.3 million and was PLN 12.7 million higher compared to the result achieved in 2015.
In the annual report, as compared to the figures reported in the Bank’s financial statements for 2016,
the result on foreign exchange is presented exclusive
of swap points of FX swap instruments amounting
to PLN 58.8 million total (PLN – 4.2 million in 2015),
which are stated separately as interest costs and
income amounting to PLN 8.7 million (PLN 34 million in
2015) and PLN 67.5 million (PLN 29.8 million in 2015),
respectively. The change in the presentation method

In the annual report, as compared to the figures reported in the financial statement for 2016, the profit/
loss on financial operations is presented exclusive of
interest balance on the Interest Rate Swap (IRS) and
Overnight Index Swap (OIS) instruments amounting
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TABLE: OTHER OPERATING INCOME/EXPENSES (PLN MILLION)
Item

Other operating income/expenses
Other operating income
Rental income for the lease of premises
Other income
Other operating expenses

is aimed at disclosing the interest component of derivative instruments used as a hedge, together with
the recognized result on hedged positions.

Other operating revenue
and expenses
The result on other operating income / costs amounted to PLN 3.3 million at the end of 2016. It was lower
by PLN 3.6 million compared to 2015. The main reason for such difference are lower changes in balance
sheets of provisions for disputes and various debtors.
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Performance

Change compared to 2015

2015

2016

nominal

%

6.9

3.3

-3.6

-52.2%

19.4

10.0

-9.4

-48.5%

0.4

0.3

-0.1

-25.0%

19.0

9.7

-9.3

-48.9%

12.5

6.7

-5.8

-46.4%

by PLN 96.1 million. This was primarily a result of a
non-recurring event in 2015, related to a payment
of PLN 78.6 million of funds to BGF for clients of SK
Bank in Wołomin in 2015, as well as changes in the
regulatory environment and lower burden of BGF and
PFSA fees on BGK in 2016.

General administrative expenses
and amortization/depreciation

However, personnel costs increased by PLN 16.6 million, primarily due to changes in remunerations and
variable remuneration factors. It was related to a high
level of realisation of sales goals and an increase in
the scope of tasks carried out by the Bank, in particular preparation for implementing the new EU financial
perspective 2014 – 2020.

At the end of 2016, the general administrative expenses and amortization/depreciation amounted to
PLN 311.9 million and were PLN 70.9 million (18.5%)
higher compared to the previous year. The main reason for decrease in general expenses was the change
in fees for BGF, PFSA and Financial Spokesperson

In 2016, amortization costs grew as well, by PLN 9.2
million, which was related to introducing settlement
of balance sheet amortization in the Bank, and, as
a result, taking into account a shorter, compared to
tax amortization, period of using property elements.

TABLE: GENERAL ADMINISTRATIVE EXPENSES AND AMORTIZATION/
DEPRECIATION (PLN MILLION)
Item

Performance

Change compared to 2015

2015

2016

nominalna

%

382.8

311.9

-70.9

-18.5%

Personnel expenses

171.5

188.1

16.6

9.7%

Material costs

75.2

74.7

-0.5

-0.7%

Funds’ reallocated costs

-9.6

-9.7

-0.1

1.0%

126.7

30.6

-96.1

-75.8%

78.6

0.0

-78.6

-100.0%

19.0

28.2

9.2

48.4%

General administrative expenses and amortization/
depreciation

BGF, PFSA and fee for Financial Spokesperson
including payment to BGF for SK Bank in Wołomin
Depreciation and amortization

Personnel costs differ from costs of remuneration,
insurances and other benefits presented in the financial statement by including expenses on trainings,
additional healthcare, costs of recreational-sports
services for employees, as well as health and safety
costs and lump sums on cars, which have been moved
to material costs in the managerial presentation.
The difference in amortization costs is in the value
of group amortization, which constitutes an element
of funds’ reallocated costs shown in the report on the
activities under material costs.

Movements in provisions
and revaluation
The movements in provisions and revaluation at the
end of 2016 amounted to PLN 191.5 million (domination

of impairments over reversals) and differed from the
value at the end of 2015 by PLN 190.6 million.
This change was caused by: to the largest extent,
adoption of risk parameters similar to the MSR approach, developed in the project of introducing reporting according to international standards of financial reporting in the bank, an increase in value
of credit exposure up to PLN 4.5 billion and related
increase in the provisions, with the at-risk exposure
indicator for the entire portfolio remaining at 8.9%,
decrease in the scale of recoveries compared to the
previous year.
To a lesser extent than in 2015, allowances have
been made in financial property, which was primarily
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caused by the allowance related to Krajowy Fundusz
Kapitałowy S.A. (National Capital Fund, KFK). In 2016,
the general reserve has been lowered slightly, which
was a result of such factors as improvement of risk
parameters used in calculating the allowance for exposure of former NHF, while risk parameters for large
enterprises have declined.

Income tax
Income tax for last year amounted to PLN 3.9 million
and was PLN 47.3 million lower compared to the tax
in 2015. Effective tax rate was 1.1% against 12.4% at
the end of 2015, which is caused by a larger share of
tax-free operations in the Bank's gross result.

Summary of BGK’s performance
and financial standing
2016 was a period of BGK's increased lending activity. The total value of credit exposure together
with obligations granted (gross loans, commercial
and municipal bonds, off-balance-sheet loan obligations) increased by nearly PLN 5.12 billion during
the year. This was related to dynamic sales in structured financing.
The financial standing of Bank Gospodarstwa Krajowego as at the end of 2016 was very good. Capital
adequacy and liquidity were at safe, high levels.
Banking activities result in 2016 was PLN 62.6 million higher compared to 2015, and after excluding
non-recurring events (conversion of shares in Visa Europe Ltd. to Visa Inc. shares and sale of PEKAES S.A.
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shares), this result was PLN 48 million higher than
the one achieved in 2015.

BGK rating
On 1 March 2016, the Fitch ratings agency upheld the
national long-term rating of BGK at the “AAA(pol)”
level with a stable outlook, and the international
long-term rating at "A-" level, also with a stable outlook. At the same time, the agency affirmed the
short-term foreign currency rating at "F2", long-term
domestic currency rating at "A" (with a stable outlook), support rating at "1" and minimum support
rating at "A-". The national short-term rating was
affirmed at F1+(pol). This rating has been affirmed
on 21 February 2017.
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Determinants of BGK's
operations in 2016

Macroeconomic situation
Economy
The real growth rate of the Polish economy reached
the level of 2.8% in 2016.1 Therefore, it was lower than
in 2015, which saw the GDP grow by 3.9%. First three
quarters of 2016 exhibited a negative GDP growth dynamic, whereas in the last quarter, observable signs
of acceleration occurred, which is shown by seasonal
compensation of quarterly GDP growth dynamic.
The main change in growth structure is the decreased
share of investments. This decrease may be primarily
linked to a slower absorption rate of EU funds.
A slowly growing consumption dynamic was observable, supported by improvement in the condition of
labour market and by social benefits. At the same
time, data on trade exchange looks good. Exports
remained strong enough to maintain a trade surplus

in the perspective of entire year, despite significant
increase in imports. Achieving a trade surplus was
facilitated by a progressing recovery of the euro zone
and lower prices of raw materials, particularly in the
first half of the year.
Added value in the economy was growing at a rate
similar to the GDP growth rate. However, significant
differences have been emerging in sector division.
Added value in building development has dropped
drastically. Whereas in other sectors, added value was
growing much faster than GDP.
Stabilisation of the amount of budget deficit may
also be noted. Estimates show that, in 2016, deficit
in the sector of central and local government institutions has remained under 3% of the dynamic of macroeconomic indicators achieved by Polish economy.

1
Annual and quarterly data concerning GDP and its components
constitute an estimate of the Central Statistical Office and are
subject to change.
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Labour market

Interbank market

Slowdown in growth and decline in investments did
not have an observable impact on the labour market. Perspectives for growth of consumption and developing exports sustained the demand for labour.
Throughout the year, employment has been growing
at around 3% rate. Trend in remunerations also remained firm. Paired with low inflation and increased
fiscal support (500+ program), the condition of labour market ensured a strong growth in households'
disposable incomes. It should be noted that the improved condition of the labour market was reflected
by a significant decrease in the registered unemployment rate, down to 8.3% at the end of 2016, compared
to 9.7% at the end of 2015. The unemployment was
at its lowest since the early 1990s.

Proper economic results and sustained good perspectives for economic growth have caused RPP not to decide on any changes in the monetary policy, despite
a slowdown in CPI index growth. Reference rate stabilising at 1.5% resulted in low volatility of interbank
market rates. However, increased inflation at the end
of 2016 was accompanied by a rise in quotations of
Forward Rate Agreements.

Inflation
Similarly to the previous two years, inflationary pressure remained very low in 2016. Yearly CPI indexes
remained at negative levels for a larger part of the
year, which is decidedly different from what RPP's
(Monetary Policy Council) desire (the inflation goal
was 2.5% rdr, with variations of +/- 1 pp.). Only in the
last months of the year did the CPI index return to
positive value. Increase in inflation was primarily a result of an increase in prices of raw materials, including
crude oil, on global markets. At the same time, inflationary impulse in manufacturing sector has proven
to be stronger. PPI index returned to positive value
as soon as 3rd quarter of 2016. Beside rising prices of
raw materials, another deciding factor were changes
in the Chinese industry, where strong deflationary
impulses had died out much sooner.
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Treasury securities
For the larger part of 2016, prices of Polish treasury
bonds remained relatively high. Prices reached local maximums during summer months. That was the
time, when fears regarding consequences of Brexit
(after the referendum in June) were at their highest.
These were building expectations for a relaxation
of monetary policies by the most prominent central
banks, which resulted in an increase in bond prices
on base markets. However, the last months of the
year brought an abrupt correction of prices. This was
caused in part by actions of the most prominent central banks, which did not meet the investors' expectations. Meanwhile, acceleration of global inflation was
becoming more and more likely. Moreover, election
of Donald Trump as president of the US triggered
price correction. Tax cuts and increased infrastructure
spending, both mentioned in the election campaign,
which result in an increase in forecasts for loan needs
of the American budget and inflationary expectations,
translated to an increase in profitability of American
debt. Polish bonds remained susceptible to signals
from the US. Additionally, Polish debt was pushed up
the profitability scale by domestic factors, such as

concerns about fast growth of Polish inflation, and
consequently changes in the monetary policy.

Foreign exchange market
In 2016, EUR/PLN variation range rose. Depreciation
of Polish zloty against the common currency was
caused, among others, by rating downgrade by S&P,
referendum in the UK and Donald Trump being elected as president of the US, as well as uncertainty
regarding political-legislative factors, including the
act on currency conversion of nominal Swiss franc
loans. As a result, there were moments when EUR/PLN
reached 4.50 – a level from the end of 2011. At the
same time, Polish zloty was significantly depreciated against USD. The American currency experienced
strong appreciation as a result of the "Trump effect"
and expectations regarding faster raise of Fed rates.
As a result, USD/PLN permanently exceeded 4.00.
It must also be noted that the factor limiting excessive depreciation of Polish zloty were good economic
growth perspectives in Poland and consequential expectations regarding maintaining a broad spread of
levels of national and foreign interest rates.

Banking market

At the same time, enterprise deposits grew significantly. This was a result of good financial results
paired with limited willingness to invest. This was
facilitated by the inflation structure, and primarily by
drops in prices of energy commodities. Moreover, a
slowdown in absorption of EU funds was reflected in
a large increase in deposits in the local government
units sector.

Banking sector receivables (loans)
2016 was a period of decline in the banking sector
credit receivables growth, from 7.0% in the previous
year to 4.7% in 2016. Nominal decline in the dynamic
was moreover partly curbed by exchange rate effects
related to depreciation of Polish zloty against euro
and Swiss franc. Smaller growth in crediting action
was primarily caused by a decline in investment
needs and the number and size of projects under
construction, both in the economic entities and local
government units segments. This was impacted by
decline in the speed of implementing projects co-financed with EU funds. Whereas in the natural persons segment, increase in disposable incomes was
significant, which could have damaged demand for
consumer loans, as did introducing stricter prudence
standards in the case of mortgage loans.

Banking sector liabilities (deposits)
In 2016, dynamic of banking sector deposits remained
high, rising from 7.4% in the previous year to 9.4%.
Similarly to the previous year, natural persons' deposits grew fast, which can be linked to a quick increase
in disposable income of households.
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The Bank’s strategy
In 2016, the Bank continued the realisation
of BGK Multi-Year Development Program
2014 – 17.

In January 2017, the Supervisory Board of the Bank
approved Tactical action plan for 2017, which includes
basic directions of change and the most important
initiatives to realise.
The Bank's mission remains to support the government in providing social and economic growth of Poland and the public finance sector in the performance
of its tasks.
The Bank particularly supports financing of enterprises, foreign expansion, financing large-scale projects.
BGK also carries out programs of social chances
equalisation.
In 2017, we began working on defining the Bank's new
strategy for 2018 – 2020, defining BGK's role for the
upcoming years.
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Public finance consolidation
Pursuant to the Act of 27 August 2009 on Public Finance (as amended),
since May 2011, the Bank has been managing the process of public
assets consolidation, and since 1 January 2015, it additionally
manages deposit accounts of the Minister of Finance (MF).

According to the Agreement concluded between the
Minister of Finance and the Bank on 19 December
2014 (as amended), BGK's duties include:

•
•
•
•

acting in relation to accepting free assets into
deposits or management from public finance
sector units,
making a return of funds assigned to the MF,
together with interest, to units' accounts,
operating bank accounts for the MF, for the
purpose of accepting assets from units and
returning these assets, as well as transferring
interest on these assets,
making transfers commissioned by the MF from
bank accounts operated by BGK,

•

reporting with the MF on assets accepted into
deposit or management.

According to the Agreement concluded between the
Minister of Finance and the Bank on 3 December 2014
(as amended), BGK's duties include:

•

•

performing duties related to operating the MF's
deposit accounts (analytic evidence of the assets for each court deposit under each deposit
account of the MF, daily capitalisation of interest
due to assets vested into each court deposit),
operating bank accounts for the MF, for the purpose of accepting assets from deposit accounts
of the MF in overnight deposit and returning
these assets, as well as transferring interest on
these assets,
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•
•

reporting with the MF on court deposits,
cooperation with directors of common courts
and managers of budget units with military
courts or their branches on supply with regard
to managing deposit accounts of the MF assigned to specific court.

Consolidation
As at 31 December 2016, 2179 bank accounts were
subject to public finance consolidation at BGK.
In 2016, 7604 term deposits / funds under management were created. As at 31 December 2016, the aggregate amount of term deposits/funds under term
management from public sector entities amounted to
PLN 26.9 billion. The remaining funds from the entities
were placed as overnight deposits / under overnight
management on the Ministry of Finance account.
As at 31 December 2016, the aggregate amount of
assets on overnight deposits/under overnight management amounted to PLN 8.7 billion.
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Court deposits
In 2015, in accordance with provisions of the Act on
public finances, Art. 83a, BGK opened deposit accounts of the MF dedicated to storing court deposits
for each common and military court. Since 1 January
2015, every court deposit is placed on the Minister
of Finance bank account. As at 31 December 2016,
BGK was operating deposit accounts of the MF dedicated to managing 295 common and military courts.
5 summary accounts in PLN/EUR/USD/GBP/CHF and
6 technical accounts for managing money transfers
were set up for each court. As at 31 December 2016,
the aggregate amount of assets on court accounts
amounted to PLN 4.1 billion.
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Strategic projects
In 2016, the Bank was managing 14 projects. During the year,
9 projects have been accomplished, including projects regarding risk,
sales and products, process management, derivative instruments
operations (EMIR ordinance) and managerial reporting.

Projects realised in the Bank support the implementation of BGK Multi-Year Development Program, tactical
operational plan for 2017 and changes arising from
internal legal requirements.
Majority of the projects support improvement of
the Bank's operational efficiency through improving
processes and introducing necessary IT solutions.
The strategic project in this area is the Implementation of Core Banking System.

accomplished, in order to allow standardisation of
the Bank's international accounting/reporting. For the
Bank, it means increasing the security of the bank's
liquidity by ensuring larger access to foreign markets,
the comparability of financial data with related financial institutions and by improving the image of BGK as
a bank complying with all the same accounting principles as other banks. The Supervisory Board of BGK
has decided to change statutory reporting standards
from PSR to MSR, beginning on 1 January 2017.

Second area of introduced changes regards regulatory and standardisation changes, including accounting
standards. In 2016, project aimed at preparing the
Bank for introduction of reporting compliant with
International Financial Reporting Standards was
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Bank's operations

Lending activity
Compared to the end of 2015, gross credit exposure (loan portfolio, commercial bonds portfolio
and local government bonds portfolio) increased by
PLN 4 470.6 million, i.e. by 16%. It has been another
year, when balance sheet credit exposure of BGK grew
significantly faster than the sector.
Bank's operations, according to provisions of the
Strategy for Responsible Development, were aimed
at structured financing (increase by PLN 4 859.3 billion), directed to strategic sectors of Polish economy
and financing exports and foreign expansion of Polish
enterprises (increase by PLN 223.3 million).
The gross loan portfolio aggregate increased by
PLN 4 935.2 million, i.e. by 22.0%.

Structured financing
According to the Strategy for Responsible Development and the Bank's mission, BGK performs the crucial role in providing financial support for entities in

strategic sectors of Polish economy. In 2016, the Bank
focused its operations on structured transactions enabling large investments, primarily in the raw materials-energy and transport sectors. Share of structured
financing in the Bank's entire portfolio grew steadily,
reaching 49.5% (compared to 40.0% in the previous
year) at the end of the year.
In 2016, thanks to using the Juncker Plan (European
Fund for Strategic Investments) and active participation in consortia, the Bank employed the leverage
mechanism to a larger extent – in financing strategic
investments for the state, besides its own assets, it
also increased the share of foreign assets.
At the end of 2016, carrying amount of credit exposures in this area amounted to PLN 16 020.8 million, whereas aggregate exposure taking into account off-balance sheet liabilities amounted to
PLN 20 945.4 million.
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TABLE: GROSS CREDIT EXPOSURE (PLN MILLION)
Item

Performance

Change compared to 2015

2015

2016

nominal

%

Gross credit exposures

27 874.7

32 345.3

4 470.6

16.0%

Structured financing

11 161.5

16 020.8

4 859.3

43.5%

Export financing and foreign expansion

1 446.5

1 669.8

223.3

15.4%

Financial entities and companies

1 855.6

1 852.9

-2.7

-0.1%

7 000.5

6 592.8

-407.7

-5.8%

101.7

21.4

-80.3

-79.0%

459.4

558.2

98.8

21.5%

5 623.8

5 378.0

-245.8

-4.4%

225.6

251.4

25.8

11.4%

5 457.5

4 992.9

-464.6

-8.5%

Local government institutions and municipal
companies
Central budget entities
Healthcare entities
Residential Construction Support (PBM) Program
(formerly NHF)
Other
including bonds

Local governments and other public
finances sector entities
The volume of exposure of Local Government Units
and municipal companies at the end of 2016 was lower than in 2015 by PLN 407.7 million and amounted to
PLN 6 592.8 million. Decrease in the balance sheet
was caused by stagnation in the local government
credits tenders market – the value of announced tenders was 20% lower compared to 2015. In 2016, the
importance of co-operative banks has increased as
well. Through aggressive pricing policy, they increased
their share in the local governments market.
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In 2016, the market of tenders for credit financing of
companies providing typical municipal services (water, sewage, heat, public transit) continued to limit
itself, a trend which started in 2015. This situation
was a result of awaiting funds from the new EU perspective, which will help in financing the realisation of
basic tasks and investments of municipal companies,
as well as a change in the public commissions law,
which abolishes organising tenders for financing by
entities other than local government units.

The value of loans for public healthcare entities
increased by PLN 98.8 million and amounted to
PLN 558.2 million at the end of 2016. Among the new
transactions, 2016 was dominated by working capital
loans for public healthcare units.

Financing exports and foreign
expansion
Strategy for Responsible Development has defined
the goal consisting in internationalising Polish economy. Particular stress has been put on developing
cooperation with extra-EU countries (including highrisk countries), as well as developing more advanced
forms of cooperation with foreign partners.
BGK plays a crucial role in implementing the Strategy
for Responsible Development, in regard to providing
Polish companies with solutions allowing effective
competition on international markets.
Every year, the Bank increases its export loans exposure, granted both under Financial Exports Support
program and its own activities. In 2016, the Bank has
intensified its operations in regard to supporting not
only exports, but also foreign expansion consisting
in financing investments of Polish companies in foreign markets.
Financial Exports Support programme
One of the directions of BGK's activities is to support
Polish exports, among others through granting export
loans under the Financial Exports Support government program adopted by the Council of Ministers in
2009. Based on provisions of the Program, BGK grants

foreign buyers (directly or through the buyer's bank)
loans for financing purchase of goods and services of
Polish origin. Funds under such loans are disbursed
directly to the accounts of Polish exporters, thus
eliminating the risk of failure to pay, as the Polish
entrepreneur receives the transfer directly from Bank
Gospodarstwa Krajowego.
The offer of BGK is particularly attractive on markets
with an increased risk profile (e.g. Belarus), where
commercial banks offer poor options and the costs
of financing by local banks are very high.
By the end of 2016, the Bank has granted loans to
the aggregate amount of PLN 2 318 million (increase
by PLN 493 million compared to data at the end of
2015) under the program.
The amount of payments from credits by the end of
2016 amounted to PLN 1 765 million, and the amount of
supported exports contracts reached PLN 3 054 million.
BGK's own activity in supporting exports
and foreign expansion
In 2015, due to a significant increase in demand for
financing from Polish companies operating in foreign
markets, the offer of credits supporting foreign investments of Polish enterprises has been extended.
This has translated to a significant increase in the
value of credits granted in 2016.
Solutions offered by the bank together with the Financial Exports Support government program were
complementary to the offer arising from the program
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GEOGRAPHICAL RANGE OF AGREEMENTS (AND SERVICED LETTERS OF CREDIT)
SIGNED BETWEEN 2014 AND 2016 (UNDER THE FINANCIAL EXPORTS SUPPORT
GOVERNMENT PROGRAM AND WITHIN OWN ACTIVITIES).

Legend:
2014
2015 (new)
2016 (new)

2014

2015 (incrementally)

2016 (incrementally)

9 countries

23 countries

36 countries

Europe: Belarus, Belgium,
Denmark, Norway, Russia,
Ukraine

Europe: Belarus, Belgium,
Denmark, France, Germany, Italy,
Latvia, Netherlands, Norway,
Russia, UK, Ukraine

Europe: Belarus, Belgium, Croatia Denmark,
France, Germany, Italy, Latvia, Montenegro,
Netherlands, Norway, Portugal, Russia, UK,
Ukraine

South and North America:
Canada, Mexico, Peru

South and North America: Brazil, Canada,
Mexico, Peru

South and North America:
Canada
Asia: India, South Korea

Asia: Bangladesh, China, India, Japan, Jordan,
Asia: Bangladesh, China, India,
Kazakhstan, South Korea, Turkey Kazakhstan, Lebanon, Saudi Arabia, South
Korea, Taiwan, Turkey, United Arab Emirates
Africa: Egypt, Libya
Africa: Algeria, Egypt, Libya, Morocco,
Mauritius, Saudi Arabia
Australia
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and offer of other financial institutions. This has allowed BGK to enter the markets of highly developed
countries by offering forms of financing which are not
offered by commercial banks. This has also translated into a geographical diversification of the Bank's
portfolio and allowed Polish entrepreneurs to acquire
appealing support, not only in exports, but also in
planning expansion to foreign markets.
Total amount of financing for exports and foreign expansion granted by BGK in 2016 was PLN 1 289 million:

•

support for exports amounted to PLN 627 million (both under the Financial Exports Support

government program and within the Bank's own
activities),

•

support for foreign expansion PLN 662 million
(only within the Bank's own activities).

Loans of the former National Housing
Fund (residential construction support
programme)
As at the end of 2016, the balance of loans granted
from the funds of the former NHF reached the level
of PLN 5 378.0 million and was PLN 245.8 million
lower compared to 2015. The balance drop is related to the repayment of loans granted in previous

TABLE: VOLUME AND STRUCTURE OF GROSS CREDIT PORTFOLIO (PLN MILLION)
Item

2015

2016

Change compared
to 2015

Performance

Structure

Performance

Structure

nominal

%

22 417.2

100.0%

27 352.4

100.0%

4 935.2

22.0%

888.6

4.0%

854.4

3.1%

-34.2

-3.8%

15 565.6

69.4%

20 913.0

76.5%

5 347.4

34.4%

65.6

0.3%

58.4

0.2%

-7.1

-10.8%

15 500.1

69.1%

20 854.6

76.2%

5 354.5

34.5%

5 962.9

26.6%

5 584.9

20.4%

-378.0

-6.3%

– central budget entities

237.1

1.1%

246.6

0.9%

9.5

4.0%

– local government units

5 725.8

25.5%

5 338.3

19.5%

-387.5

-6.8%

-	including the gross loan
portfolio of the former NHF

5 623.8

25.1%

5 378.0

19.7%

-245.8

-4.4%

Gross loans
– financial sector entities
- non-financial sector entities
– natural persons
– enterprises
- budget sector entities
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TABLE: BGK'S SHARE IN THE LENDING MARKET
Item

Performance

Change

2015

2016

up to 2015 in p.p.

2.2%

2.6%

0.4

– financial sector entities

1.6%

1.5%

-0.1

- non-financial sector entities

1.7%

2.1%

0.4

– enterprises

3.9%

4.9%

1.0

– natural persons

0.0%

0.0%

0.0

16.8%

17.0%

0.2

– central budget entities

20.8%

25.3%

4.5

– local government units

16.7%

16.8%

0.1

Loans

- budget sector entities

Source: National Bank of Poland (NBP) data and own calculations (data on BGK and the banking sector are calculated with
the use of different methodologies, banks use MSR, while BGK classifies exposures based on the Ordinance of the Minister
of Finance on the rules of creating reserves for risk related to banking operations)

years. In 2016, one loan was granted in the amount of
PLN 31.6 million as part of the Program. After closing
this Fund, BGK supported residential development
through other forms of activity as well.
Loan portfolio statisticso
In order to achieve comparability with market data,
BGK's loan portfolio has been presented in the tables
with division according to sectors.
In 2016, a drop in volume of credits financing budget
sector entities was recorded in the amount of
PLN 378.0 million, including mainly in the LGU sector
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(by PLN 387.5 million). At the same time, BGK's share
in the lending market increased.
The highest growth was recorded in the non-financial
sector, primarily in relation to structured financing
of enterprises.
At the end of 2016, BGK's share in the market was
2.6%. Increase in the share was primarily a result
of implementing the Bank's strategy in the area of
enterprise development and investment financing.
The Bank organised financing primarily through
co-participation in consortia with commercial banks.
It also supported financing for long-term projects.

BGK supports the SME segment mainly through indirect financing.
The Bank has not been granting loans to natural persons since 2009.
The volume of at-risk exposures increased by
PLN 421.0 million, i.e. by 17.1%. However, thanks to the
significantly higher growth of gross loans portfolio,
aggregate share of at-risk receivables dropped from
11.0% to 10.5%. Increased value of at-risk receivables
was primarily caused by reclassifying already managed exposures into this category. Holistic analysis

of the gross credit exposure portfolio (gross loans,
commercial and municipal bonds) did not affect the
at-risk exposure ratio, which amounted to 8.9%.
Year over year, the level of exposure overdue more
than 90 days went up by PLN 28 million, i.e. by 9.1%,
to the level of PLN 336.0 million, and constituted 1.0%
of bonds and loans portfolio.
At the end of 2016, the amount of receivables under
vindication or restructuring reached PLN 933.9 million (784 transactions), whereas total amount of recoveries achieved in 2016 reached PLN 87.3 million.

TABLE: QUALITATIVE STRUCTURE OF LOAN PORTFOLIO (IN PLN MILLION)
Item

2015

Gross loan portfolio
- normal
- watch list
– non-performing loans
– substandard
– doubtful
– loss
Specific purpose provisions

2016

Change compared
to 2015

Performance

Structure

Performance

Structure

nominal

%

22 417.2

100.0%

27 352.4

100.0%

4 935.2

22.0%

18 864.4

84.2%

23 264.6

85.1%

4 400.3

23.3%

1 097.9

4.9%

1 211.9

4.4%

113.9

10.4%

2 454.9

11.0%

2 875.9

10.5%

421.0

17.1%

844.0

3.8%

1 174.7

4.3%

330.7

39.2%

1 118.2

5.0%

1 204.8

4.4%

86.5

7.7%

492.7

2.2%

496.5

1.8%

3.8

0.8%

620.9

-

723.2

-

102.3

-

Source: National Bank of Poland (NBP) data and own calculations (data on BGK and the banking sector are calculated with the use of different
methodologies, banks use MSR, while BGK classifies exposures based on the Ordinance of the Minister of Finance on the rules of creating
reserves for risk related to banking operations)
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BGK was not engaged in any litigations with individual
value of at least 10% of the bank's own funds. The sum
of litigations does not exceed this ratio either.

PLN 37 599.7 million, i.e. by 89.2%. As regards the
balance amount, the biggest growth was recorded in
the Central Budget Unit segment and amounted to
PLN 8 224.9 million (growth by 73.0%). In 2016, a substantial increase in the value of enterprise deposits
was recorded in the non-financial entities segment
(by PLN 6 366.4 million, i.e. by 97.2%).

Deposit activities
In 2016, BGK recorded an increase in the balance of deposits – from PLN 19 874.1 million to

TERRITORIAL STRUCTURE OF DEPOSITED SOURCES
OF FINANCING THE BANK'S OPERATIONS
Gdańsk
1.6%
Olsztyn
0.4%

Szczecin
0.6%

Białystok
0.7%

Toruń
1.3%
Poznań
7.8%

Zielona Góra
0.2%

Warszawa
79.5%
Łódź
0.8%

Wrocław
0,8%
Opole
0.4%

Kielce
0.4%
Katowice
3.0%
Kraków
0.6%
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Lublin
1.3%

Rzeszów
0.7%

•

The growth of deposit base as at 31 December 2016 was
caused by two reasons. The first one was supplementing sources of financing the Bank's activity, while investment and lending activity of BGK increased. The second
reason was ensuring safe level of Bank's liquidity in the
last quarter of the year, which is characterised by large
fluctuations in the volume of budget sector deposits.

Similarly to the preceding years, the bank played an
active role on the domestic money market, acting as
a Money Market Dealer.

In 2016, the level of budget sector deposits as at the
end of December was significantly higher than in the
previous year.

Current liquidity needs of BGK were regulated on the
interbank market with basic liquidity instruments,
mainly deposits, FX swaps deposits and transactions,
purchases of sell-back securities and sales of buyback securities.

Activities on the money market
and debt securities market
Bank's operations on the money market were directed
towards the achievement of two objectives:

•

maintaining a liquidity security buffer in the long
term by maintaining short-term and/or easily
sold assets.

The Bank's exposure to individual financial instruments
in 2016 followed the current situation on the interbank
market and the adopted investment strategy.

management and stimulation of the current liquidity position (investment of liquidity surpluses),

TABLE: VALUE AND COMPOSITION OF THE DEBT SECURITIES
PORTFOLIO (PLN MILLION)
Item

2015

2016

Change compared
to 2015

Performance

Structure

Performance

Structure

nominal

%

13 265.2

100.0%

30 995.3

100.0%

17 730.1

133.7%

237.0

1.8%

15 803.1

51.0%

15 566.1

6568.0%

- treasury bonds

5 801.6

43.7%

8 556.5

27.6%

2 754.9

47.5%

- municipal bonds

1 072.9

8.1%

1 014.2

3.3%

-58.7

-5.5%

- other securities

6 153.7

46.4%

5 621.5

18.1%

-532.2

-8.6%

Debt securities (at cost)
- NBP (money market) bills
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Due to current allocation of the Bank's liquid assets, portfolio of treasury debt securities exceeded
PLN 8.5 billion at the end of 2016.
The “other securities” item includes debt securities
issued by banks as well as commercial bonds. At the
end of 2016, exposure to these papers has dropped
by PLN 0.5 billion.
Under its operations in the money market and the
debt securities market, the Bank cooperated with the
Minister of Finance, among other things by locating
excess liquidity of the state budget.

Sureties issued under government
programmes
BGK pursues surety activity under the "Act of 8 May
1997 on Sureties and Guarantees Granted by the
State Treasury and Certain Legal Persons" (Journal
of Laws of 2015, item 1052, as amended). In 2016,
this activity was carried out under "Support of Entrepreneurship with BGK Sureties and Guarantees"
(hereinafter referred to as Entrepreneurship Support
Programme).
In 2016, Bank Gospodarstwa Krajowego performed
tasks in the area of sureties within four primary
directions:

•
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continuing the de minimis guarantee government program for the micro, small and medium
enterprises sector, with annual grants worth
PLN 9.4 billion,

•

•
•

using the EU funds for sureties and guarantees
in the SME sector – initiative under POIG and
COSME programs, work on POIR program and
preparing the bank for replacing the Guarantees
program after 2017 with programs implemented
under the new 2014 – 2020 perspective,
managing the old sureties and guarantees
portfolio,
cooperation with surety funds.

Implementation
of the Entrepreneurship
Support Programme
In 2016, the surety and guarantee offer of BGK included the following products:

•

loan repayment sureties/guarantees granted
within the portfolio approach, including:
−− loan repayment guarantees as part of the
De Minimis Portfolio Guarantee Facility
(PLD); additionally, to secure loan repayment as part of PLD, BGK grants guarantees combined with a surety provided by
the surety fund (PLD PLUS),
−− loan repayment guarantees as part of the
De Minimis Portfolio Guarantee Facility
(PLD) granted under the Guarantee Fund
of the Innovative Economy Operational
Programme,

−− loan repayment guarantees as part of the
Portfolio Guarantee Facility (PLG) with EFI
counter-guarantee under COSME program
(PLG COSME),
−− student loans sureties,

•

sureties/guarantees granted within the individual approach, including:
−− loan repayment sureties and guarantees,
−− performance bonds.

Sureties and guarantees granted within the portfolio
approach are provided as part of agreements concluded by BGK with lending banks. As at 31.12.2016,
BGK had 34 such agreements with 21 banks.
Under these agreements, limits for the total amount
of PLN 39 859.2 million were granted, of which:

•
•
•

as part of PLD – 22 agreements amounting to
PLN 39 002.7 million,
as part of PLD PLUS – 1 agreement amounting to
PLN 76.5 million,
as part of PLG COSME – 11 agreements amounting to PLN 780.0 million

small and medium-sized enterprise sector. According
to the ordinance of the Minister of Finance, the de
minimis guarantee scheme has been extended until
the end of 2017. PLD does not generate credit risk for
Bank Gospodarstwa Krajowego and is not recognized
in BGK's books.
The de minimis guarantees may be used to secure
both working capital and investment loans, but only
up to 60% of the loan amount. The maximum amount
of the guarantee may not exceed PLN 3.5 million.
The guarantee may be granted for a period of
27 months in the case of working capital loans and
99 months in the case of investment loans. The commission fee charged on the guarantee amounts to
0.5% p.a. and is paid in advance for an annual period.
A PLG COSME guarantee may secure newly granted
working capital and investment loans up to the maximum amount of PLN 600 000. The guarantee may
be granted for a period of 27 months in the case of
working capital loans and 99 months in the case of
investment loans. The commission fee charged on the
guarantee amounts to 1% p.a. and is paid in advance
for an annual period. Extent of the guarantee is 80%
of the amount of the granted loan.
Moreover, as at 31 December 2016, BGK has had concluded 6 agreements with lending banks, regulating
the matter of granting sureties and guarantees under
individual approach.

PLD guarantees are provided within the limit of de
minimis aid for a single enterprise from the micro,
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TABLE: SALES OF SURETIES AND GUARANTEES IN 2016 (PLN MILLION)
Item

Sureties and guarantees under portfolio terms
– PLD
– PLG COSME
In total
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2016 r.
Quantity

Value

50 042

9 622.7

47 820

9 360.5

2 222

262.2

50 042

9 622.7

Off-balance sheet and balancesheet liabilities of the liquidated
National Loan Guarantee Fund
(NLGF) and the European Union
Guarantee Fund (EUGF)

Diversification of financing sources
and works on the surety and
guarantee system within the
framework of the EU Perspective
for 2014 - 2020

KNLGF and EUGF are former surety funds acquired
by BGK in 2009. The amount of funds in the period of their highest activity totalled approximately
PLN 200 million and PLN 1 billion, respectively. In 2016,
the portfolio included expiring and at-risk positions.
As at 31 December 2016, the off-balance-sheet liabilities under sureties on repayment of commercial loans,
granted from the funds of the former NLGF, totalled
PLN 66.8 million. The off-balance sheet liabilities of
the former EUGF under sureties granted as at 31 December 2016, amounted in total to PLN 10.4 million.
As at the end of 2016, the gross receivables under
realised sureties and guarantees granted under the
NLGF totalled PLN 52.2 million.

In 2016, the bank continued working on the concept
of operating the de minimis guarantee scheme after
2017. The concept involves diversification of sources
of financing guarantee costs and payments, so that
they do not exclusively burden the state budget, and
are partly based on the use of EU assets freed up
from financial instruments of the previous and current
EU financial perspective, with accounting for settled
assets from POIG and POIR.
On 29 November 2016, BGK signed an agreement with
the State Treasury to create and provide additional
capital for the Guarantee Fund to support innovative
enterprises with assets from the Smart Development
Operational Program for 2014 – 2020 (FG POIR). Total

amount of assets constituting the EU's financial contribution is PLN 525 million. According to the concluded
agreement, financial contribution of the EU intended
for support (reduced by the amount intended for covering the management costs in the amount of 10% of
the contribution) will allow to grant guarantees to the
total amount of PLN 1.4 billion.
In 2016, a pilot systemic project under Measure 4.7
of POIG was carried out, which consisted in offering
free-of-charge loan repayment guarantees for entrepreneurs meeting the innovativeness criteria. Intensive sales activities taken by BGK and lending banks
allowed to use up the entire amount of allocation –
PLN 250 million. Sales upon obtaining approval from
POIG Intermediary Institution were conducted until
25 January 2017. Granted guarantees allowed companies to obtain credits to the total amount of PLN 457.1.
Commission fee for a guarantee was 0%. Management
costs were settled against FG POIG, and the fund's
assets will be used for payments of guarantees.
On 30 November 2016, an agreement was concluded
between BGK, Ministry of Development and National
Capital Fund, allowing for guarantees to be financed
with assets from the Swiss-Polish Cooperation Program. In December 2016, BGK received the first tranche
of the Swiss funds: PLN 17.4 million, which allowed for
granting PLN 87.1 million worth of guarantees (with a
5-fold multiplier). As a result of subsequent reviews of
the National Capital Fund, decisions on future tranches
of funds will be made.

Surety funds
Pursuant to provisions of the Act on sureties and
guarantees, BGK may purchase or acquire stocks and
shares in regional and local surety funds that grant
credit and loan repayment sureties and guarantees to
micro-, small and medium-sized entrepreneurs. As at
31.12.2016, the BGK's exposure to 19 surety funds,
which disposed of surety capital of PLN 652.4 million,
totalled PLN 65.4 million (stated at cost).
In 2016, the funds granted 5599 sureties amounting to
PLN 727.4 million. As at 31.12.2016, the portfolio of active sureties of the funds totalled PLN 1 201.0 million.
The surety funds and BGK jointly offer a new product – PLD PLUS, aimed to help develop the cooperation between surety funds and banks. As part of
this product, BGK provides guarantees within the
portfolio approach in the scope of de minimis aid (in
accordance with PLD principles) to secure the repayment of working capital credits offered by commercial
banks to SME enterprises, up to the amount of 60%
of the credit, and the surety funds also secure, within
the portfolio approach, 20% of the credit principal
amount on commercial terms. In total, the product
secures 80% of credit capital which cannot exceed
PLN 1 million.
By 31 December 2014, the funds sold 199 sureties
totalling PLN 10.0 million as part of PLD PLUS. BGK
granted guarantees worth PLN 30.1 million as part
of PLD PLUS.

69

TABLE: COMPOSITION AND STRUCTURE OF THE SHARES AND STOCKS PORTFOLIO
AT PURCHASE/CONTRIBUTION VALUE (PLN MILLION)
Item

2015

Contribution value

2016

Carrying Contribu- Contribuamount tion value tion value

nominal

2016

BGK's share in
% the company

companies

889.3

787.8

882.1

777.0

-10.7

-1.4%

-

PKO BP S.A.

800.0

669.2

800.0

689.1

19.8

3.0%

2.0%

PZU S.A.

13.8

52.5

13.8

51.2

-1.2

-2.4%

0.2%

POLNORD S.A.

23.2

30.0

23.2

16.9

-13.1 -43.6%

6.4%

9.7

11.0

9.7

7.5

-3.5

-31.5%

1.1%

Polimex Mostostal S.A.

23.4

5.3

23.4

3.4

-1.9

-35.1%

1.1%

Elektrociepłownia Będzin S.A.

10.3

4.6

10.3

7.2

2.6

55.4%

9.9%

-

-

1.7

1.7

1.7

-

< 0.1%

8.9

15.2

-

-

-15.2 -100.0%

-

Shares in subsidiaries
and affiliated companies*

92.0

90.5

104.0

102.4

12.0

13.2%

-

BGK Nieruchomosci S.A.

14.0

14.0

18.0

18.0

4.0

28.5%

100.0%

Towarzystwo Funduszy
Inwestycyjnych BGK S.A.
(Investment Funds Association)

13.0

13.0

21.0

21.0

8.0

61.5%

100.0%

KUKE S.A.

63.0

63.0

63.0

63.0

-

0.0%

36.7%

2.0

0.4

2.0

0.3

-0.0

-9.3%

39.3%

BIOTON S.A.

Visa Inc.
Pekaes S.A.

Krajowa Grupa Poręczeniowa
Sp. z o.o. (National Guarantee
Group)

Portfolio of stocks and shares
as at 31 December 2016, total exposure of BGK under
shares held amounted to PLN 962.7 million (stated at
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2016 change against
the 2015 balance
sheet value

balance sheet value/cost) and went down by 5.9 million compared to the end of December 2015. The Bank
is a shareholder in 39 limited companies.

Item

2015

Contribution value

2016

2016 change against
the 2015 balance
sheet value

Carrying Contribu- Contribuamount tion value tion value

nominal

2016

BGK's share in
% the company

Minority stocks and shares

58.2

28.5

68.5

23.5

-5.1

-17.8%

-

Krajowy Fundusz Kapitałowy S.A.
(National Capital Fund)

33.8

-

43.8

-

-

-

100.0%

Polski Fundusz Rozwoju S.A.
(Polish Development Fund)

15.0

15.0

15.0

15.0

-

0.0%

1.3%

European Investment Fund

8.0

8.0

8.3

8.3

0.3

3.8%

0.1%

Metanel S.A.

0.4

-

0.4

-

-

-

5.1%

Zakłady Sprzętu Instalacyjnego
"Polam-Nakło" S.A. (Installation
Equipment Facilities)

0.3

-

0.3

-

-

-

19.9%

Wałbrzyski Rynek Hurtowy S.A.

0.3

-

0.3

-

-

-

10.7%

S.W.I.F.T. scrl

0.1

0.1

0.1

0.1

0.0

3.8%

< 0.1%

Jedność S.A. steel mill, under
liquidation

0.1

-

0.1

-

-

-

0.6%

Visa Europe Ltd

0.0

5.4

-

-

-5.4 -100.0%

-

Surety funds stocks and shares

67.1

61.9

65.4

59.8

-2.1

-3.4%

-

1 106,5

968,6

1 120,0

962,7

-5,9

-0,6%

-

In total
* excluding surety funds

In 2016, BGK was a shareholder in 7 public companies,
6 of which are listed on the Warsaw Stock Exchange.
As at 31 December 2016, total exposure of BGK under
shares held amounted to PLN 1 120.0 million (stated at

initial value/cost) and went up by PLN 13.5 million compared to the end of 2015. The most valuable position
in BGK's stocks and shares portfolio were PKO BP S.A.
shares, provided to BGK free of charge by State Treasury
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TABLE: INFORMATION ON INVESTMENT FUNDS WITH BGK EXPOSURE
Name of the Fund

Basic premises of the
investment strategy

Area of operation
(geographic criterion)

Date of
establishment

Fundusz Ekspansji Zagranicznej
FIZAN, (Foreign Expansion
Closed-End Investment Private
Equity Fund)

The Fund carries out projects
together with Polish enterprises
going through the expansion
phase.

No geographic or
industry specialisation.

25.06.2015

The Funds finance investment
projects primarily in the following
industries: energy, hydrocarbons
(crude oil and natural gas),
transport and logistics. Financing
involves both construction of
new assets and modernisation of
existing ones.

The main area of the
funds' investments is
the territory of Poland,
with possible financing
of cross-border
investments.

Fundusz Inwestycji Polskich
Przedsiębiorstw FIZAN, (Polish
Enterprises Investments
Closed-End Investment Private
Equity Fund)

The fund supports investments
of companies, whose activity
is closely connected to Polish
economy. Industry specialisation
of the fund includes industry
companies and companies
providing services for industry.

Locating production
resources or drawing
significant portion of
revenues in the Polish
territory.

02.07.2015

Fundusz Inwestycji
Samorządowych FIZAN, (Local
Government Closed-End
Investment Private Equity Fund)

The fund finances investment
projects implemented in
cooperation with local
government units in the
following industries and areas:
heating, waste disposal, regional
airports, infrastructure and
transport.

No geographic
specialisation.

02.07.2015

Fundusz Municypalny FIZAN
(Municipal Closed-End Investment
Private Equity Fund)

The fund co-finances local
government investments in real
estate, particularly residential
projects.

The fund invests jointly
with local government
units across Poland.

30.12.2015

Fundusz Sektora Mieszkań na
Wynajem FIZAN (Dwelling for Rent
Sector Closed-End Investment
Private Equity Fund)

The fund finances companies
with real estate for rent.

Investments in the
territory of Poland.

Fundusz Inwestycji
Infrastrukturalnych – Dłużny
FIZAN, (Infrastructure Investments
Debenture Closed-End Investment
Private Equity Fund)
Fundusz Inwestycji
Infrastrukturalnych – Kapitałowy
FIZAN, (Infrastructure Investments
Capital Closed-End Investment
Private Equity Fund)
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02.07.2015

26.08.2014

TABLE: OVERVIEW OF INVESTMENT CERTIFICATES HELD BY THE BANK AS AT 31.12.2016
Item

Number of Aggregate issue Total amount of
investment cerprice of invest- BGK's payments
tificates held ment certificates
to the fund
by the Bank
(PLN million)
(PLN million)

Value of investment BGK's share
certificates in the Bank's (2016) (%)**
ledgers (PLN million)
2016

2015

Fundusz Sektora
Mieszkań na
Wynajem FIZAN
(Dwelling for Rent
Sector Closed-End
Investment Private
Equity Fund)

1 103 946

1 090.2

712.4

722.5

247.3

100.0%

Fundusz
Inwestycji Polskich
Przedsiębiorstw
FIZAN, (Polish
Enterprises
Investments
Closed-End

345 600

345.6

291.1

273.1

3.2

23.0%

Fundusz Inwestycji
Infrastrukturalnych
– Kapitałowy FIZAN,
(Infrastructure
Investments
Capital Closed-End
Investment Private

259 362

259.4

241.3

231.3

173.5

11.8%

Fundusz Inwestycji
Samorządowych
FIZAN, (Local
Government
Closed-End
Investment Private
Equity Fund)

25 000

25.0

24.5

22.2

22.5

4.2%

Fundusz Ekspansji
Zagranicznej FIZAN,
(Foreign Expansion
Closed-End
Investment Private
Equity Fund)*

10 000

44.2

10.3

9.8

4.4

100.0%
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Item

Number of Aggregate issue Total amount of
investment cerprice of invest- BGK's payments
tificates held ment certificates
to the fund
by the Bank
(PLN million)
(PLN million)

Value of investment BGK's share
certificates in the Bank's (2016) (%)**
ledgers (PLN million)
2016

2015

Fundusz
Municypalny FIZAN
(Municipal ClosedEnd Investment
Private Equity Fund)

88 696

36.3

9.4

9.0

0.1

100.0%

Fundusz Inwestycji
Infrastrukturalnych
– Dłużny FIZAN,
(Infrastructure
Investments Debenture
Closed-End Investment
Private Equity Fund)

129 681

129.7

8.2

0.3

4.4

5.9%

1 297.2 1 268.3

455.4

-

In total

1 930.4

* According to the average NBP rate of EUR/PLN currency pair as at 31.12.2016
** BGK's share will grow according to increase in the scale of the investment

in 2015, for the purpose of conducting investment activity. The Bank is also a shareholder in 32 private equity
companies, including 20 regional and local surety funds.

increases are: at issue value Dwelling for Rent Sector
+ PLN 535.9 million and Polish Enterprises Investment
Fund + PLN 302.4 million.

Portfolio of investment certificates

The most significant events in the
stocks and shares portfolio

The Bank participates in closed-ended investment
funds, which allows it to realise its mission related
to supporting Poland's socio-economic development.
At the end of 2016, the Bank was a participant in
7 closed-ended private equity investment funds managed by Investment Funds Association BGK S.A. Funds
with BGK's capital involvement invested primarily in
the area of infrastructure and residential real estate.
Total issue value of certificates held by the bank has
increased nearly twofold compared to the state at
the end of 2015 – by PLN 1 048.7 million. The largest
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PEKAES S.A.
In 2016, the Bank sold 1 132 363 shares of PEKAES S.A.
in response to a call to sign up for sale of shares, announced by entities related to Innova Capital sp. z o.o.
investment company. BGK's income from the transaction was PLN 17.1 million.
Visa Inc.
In 2016, the bank participated in a transaction consisting
in conversion of one share in VISA Europe Ltd into 369

preference shares of Visa Inc., available for trade-in for
ordinary shares. As part of the transaction, BGK also received a payment amounting to EUR 1 million and acquired
rights to conditional postponed payment (earn-out).
BGK Nieruchomości S.A.
At the turn of 2016/2017, BGK Nieruchomości S.A.
started to implement a pilot investment project under
the government program "Mieszkanie Plus". Since 2014,
the company has managed the assets of the Dwellings for Rent Sector Fund FIZAN, which has issued
investment certificates to a total amount of PLN 1.1
billion by the end of 2016 (BGK is the only participant
in the fund). In 2016, the Bank has provided additional
capital of PLN 4 million for BGK Nieruchomości S.A.
So far, the bank has invested PLN 18 million in the
company, and as at the end of 2016, remained its
sole shareholder.
Towarzystwo Funduszy Inwestycyjnych
BGK S.A. (Investment Funds Association)
The company managed 7 investment funds, in which
BGK participated. In 2016, the bank has provided
additional capital of PLN 8 million for Investment
Funds Association BGK S.A., for the company to meet
capital requirements – so far, the bank has invested
PLN 21 million in the company. At the end of 2016,
BGK was the sole shareholder of the company.
Krajowy Fundusz Kapitałowy S.A.
(National Capital Fund)
At the turn of 2016/2017, the Management Board of
the company organised an Open Tender, under which

it concluded agreements to provide financial support
with two venture capital funds.
In 2016, National Capital Fund received from the Minister of Development a confirmation of recognising the
assets remaining after settling the subsidy from the
Minister of Economy, in the amount of PLN 6.1 million,
as the company's own assets. Moreover, last year, the
company received a return of surplus income tax on
interest revenue due to capitalisation of assets from
the PO IG subsidy, stored at a fiduciary account, in
the amount of PLN 12.8 million.
In 2016 an increase of the company's share capital
was recorded in the National Court Register (KRS)
– by PLN 10 million, to PLN 43.8 million. The Bank
holds 100% of shares and 100% of voting rights at
the General Meeting of National Capital Fund (KFK).
At the end of 2016, there was no relationship in the
meaning of control definitions between KFK and the
parent entity.
Bielski Fundusz Poręczeń Kredytowych
Sp. z o.o. (Bielsko-Biała Credit Sureties
Fund)
Last year, the bank has sold to the municipality of
Bielsko-Biała 960 shares in Bielski Fundusz Poręczeń
Kredytowych sp. z o.o., worth PLN 960 000.
Fundusz Poręczeń Kredytowych Sp. z o.o.
(Credit Sureties Fund) in liquidation
In 2016, the Bank has received a payment in the
amount of PLN 718 000, due to division of assets of a
Jastrzębie Zdrój-based surety fund under liquidation.
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Transaction banking
The Bank has a complex offer of transaction products
facilitating current treasury management and operation of enterprises and local government units. In 2016,
the bank was taking actions aimed at ensuring that the
Bank's clients have access to the highest quality of deposit-transaction products, both in the form of appropriate system solutions, optimum products documentation and specialised support from Cash Management
Experts. The conducted optimisation of the process
of introducing client to the bank and operating cash
management products allowed for a reduction in the
amount of documentation signed by the client by ca.
50%, and reviewing the Schedule of Fees and Commissions allowed to adjust the offer to market conditions.
Nowa Bankowość Elektroniczna bgk24
In 2016, the bank continued the on the strategic
project of implementing a new electronic banking
system. The objective of the NEB project is the introduction of a modern electronic banking system
(bgk24) which will satisfy the expectations of BGK's
customers by providing new functionalities or extending those currently available.
Implementation of the NEB system has been divided
into three stages:

•
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sharing basic functionalities of the electronic
banking system in order to conduct a test run
on a selected group of clients. The test run
with limited functionality was aimed at verifying correct operation and integration with
banking systems;

•
•

sharing functionalities which appear in current
online banking;
third stage involves sharing the functionality of
managing deposit sums, as well as additional
functionalities, not included in current online
banking, which are desired by clients.

In 2016, the system including stage two was launched
for production. Correct operation of the system was
preceded by tests of functionality, efficiency and security. This has allowed to begin the process of sharing
bgk24 with clients selected for migration in the first
stage on a massive scale. Activation works included
stationary introductions at clients' headquarters and
telephone support. In order to make the process of
introducing new online banking easier for the clients,
the bank also conducted a series of trainings.

Social housing for rent development
programs (SBC)
Under tasks related to supporting Social Housing for
Rent Development, the Bank granted financing and
operated the following government programs:

•

•

new financing program for Social Housing for
Rent Development (SBC), which consists in
granting credits and issuing of bonds for the
development of moderately-priced apartments
for rent,
Residential Construction Program (PBM), implemented as a part of managing the obligations
of the liquidated Residential Fund, consisting

in granting credits (from NHF assets and the
Bank's own funds) for investment-development
enterprises (PIB loan) involving construction of
apartments for rent.
Independently of financing development of apartments
for rent realised under government programs, the Bank
offered (on commercial terms) construction loans or organisation of issuance of bonds for social development
associations (TBS) or municipal companies.
Fulfilling obligations of the former National
Housing Fund
A significant portion of the Bank's activity in the area
of Housing Development Program (PBM) was managing a portfolio of loans granted with funds from the
liquidated NHF, in particular issues related to aligning
agreement provisions with current regulations and
updating legal safeguards of receivables and monitoring credit exposures.
As at 31 December 2016, balance sheet exposure of
former NHF amounted to PLN 5 378.0 million and went
down by PLN 245.8 million compared to the end of 2015.
As a part of projects co-financed with funds from
the liquidated NHF, 124 apartments have been commissioned in 2016. Moreover, in 2016, one loan was
granted for a construction-investment scheme under
the former NHF, in the amount of PLN 31.6 million, for
the purpose of constructing 238 apartments for rent.

obligations remained. These included 1 promise to
grant a credit up to the amount of PLN 9.2 million for
financing a project of constructing 121 apartments for
rent, and payment of tranches of credits, up to the
amount of PLN 46.7 million for investments involving
894 apartments under construction.
Converting apartments into separate
properties
The Act of 19 August 2011 on amending the Act on
Certain Forms of Support of Residential Construction and the Act on Housing Cooperatives allowed
for apartments built with the use of credits granted
by BGK to be converted into separate properties.
In 2016, under the procedure of converting apartments into separate properties:

•
•

62 borrowers submitted 225 applications for
the conversion of residential premises co-financed with 145 loans into separate properties,
resources of 55 borrowers were used to repay
liabilities attributable to 354 residential premises co-financed with 122 credit agreements, of
which:
−− PLN 19.1 million due to debt repayment,
−− PLN 2.4 million due to remission (transferred to the Subsidy Fund, pursuant to
the Act).

At the end of 2016, under the liquidated NHF, in addition to managing the existing loan portfolio, other
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New housing for rent development program
(SBC)
In 2016, the Bank focused on launching a new program
for financing SBC.
In October of 2015, an amendment to the Act introducing new program, and an ordinance of the Council
of Ministers defining the rules of the program entered into force. The government program involves
construction of at least 30 thousand apartments for
rent for a moderate amount, for persons who cannot
afford to buy an apartment or to rent commercially.
Preferential-interest financing (WIBOR 3M with no
margin) may take form of long-term loan or organising
an issuance of bonds with a guarantee of purchase
by BGK. The Bank secures financing in the amount of
PLN 4.5 billion, PLN 450 million per each of 10 annual
editions of the program, starting in 2016.
In the 4th quarter of 2016, the Bank began the process of granting loans and signing agreements. By the
end of 2016, 9 loan agreements for the total amount
of PLN 54.8 million were signed, for the purpose of
building 473 apartments.
In 2016, the Bank was promoting the new SBC financing program. It participated in meetings with organisations of SBC investors (social housing associations
(TBS), housing cooperatives) and participated in conferences for local government units and investors cooperating with them.
Additionally, the Bank promoted the program at conferences organised by TBS organisations.
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The Bank was constantly involved in work on modifying the program. The Ministry of Infrastructure and
Construction (MIB) consulted BGK on drafts of acts
and executive acts aimed at making the program
more appealing to investors. The Bank presented a
number of proposals to the Ministry, most of which
were taken into account and should be implemented
before the 3rd edition of SBC.
BGK also supported the MIB in proper regulation of
the state aid issue in the social housing support
program. Non-repayable support provided to municipalities in this program will be eligible for combining
with preferential repayable SBC financing, once the
program is modified.
Further promotion of the program is planned for 2017.
This involves organising a series of conferences for
local government units, dedicated to the issue of financing residential development.
It is also important to properly place the program in
the context of the offer of the Bank's Capital Group, in
particular the generally understood "Mieszkanie Plus"
package. Moreover, meetings with representatives of
cities owning potential applicants (TBS, municipal
companies) are planned.
As a part of its own operations, the Bank has granted 2 construction loans in the total amount of
PLN 3.4 million for construction of 68 apartments for
rent. It has also organised 6 issuances of bonds in
the total amount of PLN 28.4 million, for the purpose
of constructing 318 apartments.

Inland Waterways Fund (IWF)
The Inland Waterways Fund (IWF) was established
pursuant to the Act of 28 October 2002, on the Inland
Waterways Fund and the Reserve Fund. The Fund's
goal is to support the inland water transport by way
of co-financing the shipping fleet modernisation and
supporting other ventures connected with restructuring of the inland shipping sector, including those
aimed at the improvement of environment protection
and shipping safety. The Act provides for the possibility of disbursing funds from the IWF to operators
under the following forms of support:

•
•
•
•

preferential loans,
subsidies to commercial loans and their
remissions,
interest-bearing and non-interest-bearing loans,
payments for the permanent decommissioning
of ships (the so-called scrapping).

Currently, the only form of support provided to operators from the funds of the Inland Waterways Fund
are preferential loans. Pursuant to the guidelines of
the Ministry of Infrastructure and Development, payments under other titles were withheld due to the
European Commission deeming them as unacceptable
forms of state aid.
Implementation of the Fund's tasks
In 2016, the proceeds of the Inland Waterways Fund
totalled PLN 2.6 million, whereas IWF's expenses

amounted to PLN 4.1 million. In this period, the fund
granted 3 preferential loans totalling PLN 2.1 million.
At the end of 2016, the Fund's balance sheet total
was PLN 45.7 million, and its gross loan portfolio was
worth PLN 5.2 million.
The Fund generated profit in the amount of
PLN 0.4 million. The main source of IWF's income
are funds generated from investing the temporarily
unallocated cash of the fund, and loan interest.

Other programmes
and commissioned tasks
Distribution of EU funds
Pursuant to the Act of 27 August 2009 on Public
Finance (as amended), since January 2010, the Bank
has been managing the payments from EU funds to
beneficiaries. The Act enables making payments under national co-financing through BGK.
As part of the agreement with the Ministry of Finance
and agreements with the Ministry of Regional Development, Ministry of Labour and Social Policy, and
Ministry of Health, the bank is obliged to:

•
•

make payments from EU funds and under national co-financing,
maintain a PLN bank account to manage the
payments,
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•
•

prepare cash requisitions for payments to be
effected,
cooperate with the Ministry of Finance, parties
responsible for individual budget parts, and institutions submitting payment orders in the scope
necessary to perform the payments, including the
related reporting, registration of cash returns and
reporting related thereto.

In 2016, the following were executed under this
procedure:

•

•

19 599 payment orders amounting in total to
PLN 13.3 billion, of which 700 payment orders
totalling PLN 17.8 million were related to the national co-financing – under the 2007 – 2013 Financial Perspective,
17 565 payment orders amounting in total to
PLN 13.8 billion, of which 83 payment orders totalling PLN 5.0 million were related to the national co-financing – under the 2014 – 2020 Financial
Perspective,

Since the service has been launched, by the end of
2016 the following have been executed:

•
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739 183 payment orders amounting in total to
PLN 274.2 billion, of which 12 520 payment orders totalling PLN 667.7 million were related to
the national co-financing – under the 2007 – 2013
Financial Perspective,

•

28 522 payment orders amounting in total to
PLN 15.9 billion, of which 83 payment orders
totalling PLN 5.0 million were related to the
national co-financing – under the 2014 – 2020
Financial Perspective.

Banking service and cost
settlement in relation to liabilities
and receivables of the State
Treasury
In 2016, BGK was carrying out tasks arising from cooperation with the Ministry of Finance on providing banking services and cost settlement of foreign
and domestic liabilities and receivables of the State
Treasury. At the end of 2016, the foreign liabilities of
the State Treasury in management of BGK totalled
USD 57.8 billion, and receivables USD 1.6 billion.
Rural Development Programme (RDP)
In 2009, with respect to several measures, BGK commenced the management of loans from the state
budget for the advance financing of projects under RDP
for 2007 – 2013. Thanks to the advance financing system, the beneficiaries – local government units (JST)
and Local Operational Groups (LGD) – were provided a
possibility to implement water and sewage management projects as well as projects aimed to create a
system for the collection, segregation and disposal of
municipal waste, generate and distribute energy from
renewable sources, activate rural population, stimulate the creation of new jobs in rural areas, improve
the condition of cultural and natural heritage of rural
areas, and also construct, convert, renovate or furnish
a permanent marketplace, in a more efficient way.

Since July 2016, the advance financing mechanism is
continued under Rural Areas Development Program
for 2014-2020. Loans are granted for financing eligible costs of operations carried out by JSTs and
LGDs. In 2016, 130 loan agreements were concluded
for the amount of PLN 68 million. Since the launch
of the program, 5518 loan agreements amounting to
PLN 3.8 billion have been concluded.

(directly or via the buyer's bank) to finance the purchase of Polish goods and services, to pre-finance
exports, and refinances the supplier credit. The total
amount of loans granted since the launch of the program until the end of 2016 totalled PLN 2 318 million.
The amount of supported exports contracts reached
PLN 3 054 million. The balance sheet exposure as
at the end of 2016 amounted to PLN 1 068.1 million.

Export Credit Interest Equalization Program
(DOKE)

Payment of compensations due to real
property left outside the current borders
of RP

BGK executes for the MF an Export Credit Interest
Equalization Program (DOKE).
In 2016, BGK received two applications to issue a
promise to sign a DOKE agreement.
As at the end of 2016, the total value of export contracts supported under the program managed by BGK
amounted to EUR 306.3 million and CAD 165.3 million. The above-mentioned export contracts were financed with loans totalling DKK 289.3 million, NOK
1 339.3 million and CAD 135.4 million.
Since the introduction of DOKE in 2003, BGK has granted a total of 49 stand-by arrangements in connection
to export loans financing export contracts, amounting
in total to USD 1 446 million, EUR 901.3 million, NOK
380 million, CAD 165.7 million and GBP 15.7 million.
Program of Financial Support for Exports
Under the Program of Financial Support for Exports
adopted by the Council of Ministers on 28 July 2009
(as amended), BGK grants loans to foreign buyers

Since 2006, the Bank has been managing cash benefits under the right to compensation due to real
property left outside the current borders of RP (the
so-called "ustawa zabużańska" of 8 July 2005).
In 2016 alone, more than 4 thousand payments totalling PLN 354.7 million have been disbursed. Since the
launch of these activities until the end of December
2016, the bank disbursed 66.9 thousand compensations totalling PLN 4 073.3 million..
Technology Credit Fund – special-purpose
state fund
Under the agreement concluded with the Minister of
Development, since 30 May 2016, Bank Gospodarstwa
Krajowego acts as Intermediary Institution in implementation of Sub-measure 3.2.2. Loan for technological innovations of the Smart Development Operational Programme 2014-2020 (POIR). POIR has the second
largest budget among programs for 2014 – 2020 and
the largest program financing research, development
and innovations in the EU. Assets entrusted with
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BGK for this purpose by the Ministry of Development
amount to PLN 1.7 billion.
The legal basis for granting a technological loan and
a technological grant is the Act of 30 May 2008 on
certain forms of support for innovations (Journal of
Laws no. 116, item 730, as amended).
Loan for technological innovations (previously "technology loan") is an instrument of non-returnable financial support for micro, small and medium-sized
companies planning on introducing technological innovations in order to become more competitive. BGK
provides support in the form of so-called technological grant, i.e. partial repayment of the loan granted
by commercial banks for a technological investment.
BGK performs tasks consisting in particular in conducting drafts and assessments of applications for
sub-financing – including organisation of substantial
evaluation, made by experts not employed by the
Bank, concluding agreements with beneficiaries and
paying out the granted support.
In 2016, the Bank and entrepreneurs concluded 164
agreements to grant a technological grant for a
technological project qualified for support under the
first draft of applications (to a total amount of ca.
PLN 611 million) and completed the second draft of applications. In these drafts, entrepreneurs from the SME
sector submitted a total of 947 applications for support worth PLN 3.2 billion – nearly twice the current
program's budget for this instrument. The second draft
of applications has been settled on 14 February 2017.
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Around 140 projects qualified for support – the Bank has
granted sub-financing in the amount of PLN 512 million
for their execution. The deadline for submitting applications in the third draft was 6 April 2017.

JESSICA initiative
The JESSICA initiative 2007 – 2013 perspective (Joint
European Support for Sustainable Investment in City
Areas) is a mechanism providing for a repayable use
of EU funds allocated within Regional Operational
Programmes for 2007 – 2013 for the development of
cities. JESSICA initiative is implemented by BGK in
three Polish voivodeships: wielkopolskie, pomorskie
(in partnership with Agencja Rowoju Pomorza S.A.)
and mazowieckie (in partnership with Agencja Rozwoju Mazowsza S.A. and Mazowiecka Agencja Energetyczna Sp. z o.o.). Under the JESSICA initiative, the
bank manages a total amount of over PLN 700 million,
which constitutes nearly 70% of funds assigned for
the implementation of this initiative in Poland.
In 2016, 5 loans amounting to PLN 16.5 million were
granted. On 30 April 2016, the applications draft has
been closed, and therefore the pool of funds assigned
for granting support has been depleted. Since then,
the Bank manages the loans granted, monitors the
progress of projects and repayment of granted loans.
These tasks will be carried out until 2035 (repayment
date for the last loans granted).
Since the launch of this initiative until the end of 2016,
BGK received 223 applications for PLN 2 007.4 million
and 108 loans were granted amounting in total to
PLN 719.7 million.

JESSICA II perspective 2014 – 2020
Within the current financial limits for 2014 – 2020, local governments of voivodeships provided for amended rules of financing of the previous JESSICA initiative in their regional operational programs. JESSICA II
is a repayable instrument for financing investments
in regeneration and energy efficiency, and funds for
its realisation come from the Wielkopolska Regional
Operational Program for 2014 – 2020. Pursuant to the
agreement concluded with the Management Board of
Wielkopolskie Voivodeship on 28 November 2016, BGK
manages approximately PLN 250 million, assigned for
preferential loans, in particular for local government
units, entrepreneurs and communities, social housing
development associations and housing cooperatives.
The bank will act as the implementing entity of the
financial instrument. In regard to energy efficiency,
BGK will finance projects involving complex energy
modification of public utility buildings and apartment
buildings in order to achieve the highest possible
level of energy efficiency and loss reduction. Preferential financing of regeneration projects is meant
to contribute to revitalisation of degraded rural and
urban areas, solving problems of local communities
and limiting the scale of poverty, among others.

Under the financial perspective 2014 – 2020, the
Bank's intent is to establish cooperation with every
voivodeship in execution of projects for implementation of financial instruments provided for in Regional
Operational Programs.
By 31 December 2016, financing agreements have
been concluded with ten voivodeships (pomorskie voivodeship – allocation of PLN 430 million;
wielkopolskie voivodeship – PLN 608 million; łódzkie
voivodeship – PLN 672 million; zachodniopomorskie
voivodeship – PLN 469 million; podlaskie voivodeship – PLN 267 million; dolnośląskie voivodeship –
PLN 756 million; lubelskie voivodeship – PLN 426 million; podkarpackie voivodeship – PLN 257 million;
opolskie voivodeship – PLN 336 million; małopolskie
voivodeship – PLN 599 million). Aggregate allocation under the agreements referred to amounts to
PLN 4 820 million.

JEREMIE Mutual Funds

In 2016, BGK continued to fulfil the tasks connected
with the implementation of the financial engineering
instruments with the use of EU funds as part of the
EU funds under the 2007 – 2013 financial perspective.
SME sector entrepreneurs could use a wide range of
non-subsidy products, e.g. loan products, guarantee
products or capital investments in enterprises.

BGK has commenced execution of tasks related to
implementation of financial instruments under the
financial perspective for 2014 – 2020, which is a continuation of the bank's previous activities regarding
non-subsidy support for entrepreneurship with public funds.

BGK, acting as manager of JEREMIE Mutual Funds
(MFP), implemented the initiative in six voivodeships:
Dolnośląskie, Łódzkie, Pomorskie, Wielkopolskie, and
Zachodniopomorskie (since autumn 2009) and also
Mazowieckie (since December 2012).
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Currently, JEREMIE Projects are being closed down. The
process of exiting sub-financing agreements depends
on individual arrangements with each voivodeship's local government, in some cases, the funds have already
been partially returned to the Managing Authority.

Implementing capital financial
instruments through managing
funds of funds within the
framework of the Smart
Development Operational Program
2014 – 2020
Capital financial instruments are implemented through
four close-ended private equity investment funds created under three Sub-measures and one Measure of
POIR 2014 – 2020: Sub-measure 3.1.1 Investments in innovative start-ups – Starter, Sub-measure 3.1.2 Group
investments from angel investors in SMEs – Biznest,
Sub-measure 3.1.4 KOFFI – Poland-wide Competitive
Fund of Innovation Funds, Measure 2.1 Open Innovations – supporting technology transfer. Execution of
each of four projects will be based on cooperation and
division of functions defined in detail in the Agreement on cooperation of specialised entities, i.e. Bank
Gospodarstwa Krajowego, Investment Funds Association BGK S.A. (TFI BGK) and PFR Ventures Sp. z o.o.
Under the concluded sub-financing agreement, BGK
is the beneficiary of POIR funds, and the entity responsible for settling assets of POIR funds. Investment and foreign fund establishment and management are responsibilities of TFI BGK. PFR Ventures
Sp. z o.o. acts as the managing entity of the funds'
investment portfolios.
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BGK is the only participant of the funds to have full
control and supervision rights over the funds throughout the entire implementation time. These rights are
a prerogative of the assembly of investors and fund's
investors council. BGK competences include in particular supervision over Measures executed by the
manager of the funds' investment portfolio.
The funds are aimed to invest, through selected financial intermediaries, in SMEs, using assets obtained by
BGK from the purchase, with POIR assets, of investment certificates issued by funds.
The funds manage POIR assets in the amount: "Starter" Fund – PLN 778 million, "Biznest" Fund – PLN 251 million, KOFFI Fund – PLN 315 million, Open Innovations
Fund – PLN 409 million.
The first financing (cooperation) agreement, under
the "Starter" Fund, was concluded on 28 November
2016. The three subsequent financing agreements,
under "Biznest", KOFFI and Open Investments Funds
have been signed on 13 December 2016.

Support for companies as part of
the Development of Eastern Poland
Operational Program (DEP OP)
Under Measure I.2 Financial Engineering Instruments
of the Development of Eastern Poland Operational
Programme, BGK implements an individual project
under the following name: “Counter-guarantees and
loans as an opportunity for increased external financing of SMEs. Surety and loan fund aid instruments in
the Eastern Poland". The project was financed with EU

funds from the European Regional Development Fund,
with a share of the public national contribution. As the
Project's Beneficiary, BGK was providing support for
surety funds and loan funds acting in the capacity of
Financial Intermediaries in the Project. The final recipients of support provided in the form of sureties for
credit liabilities and business loans are micro-, small
and medium-sized entrepreneurs from five voivodeships in Eastern Poland: Lubelskie, Podlaskie, Podkarpackie, Świętokrzyskie and Warmińsko-Mazurskie.

opolskie and małopolskie) for financing projects in
labour market development with the use of repayable instruments in the form of preferential loans
for persons intending to start their own business.
Total amount of funds allocated for this purpose is
PLN 318 million. The assets will be distributed by BGK
through a network of financial intermediaries selected in a tender.

Currently, the project is at the stage of being closed
down – a model of passive management has been
adopted, according to which no new tenders are organised and no new operational agreements are concluded with Financial Intermediaries. Only support
provided so far is being managed.

In 2016, BGK conducted two programs commissioned
by the Minister of Family, Labour and Social Policy.

On 22 December 2016, BGK signed a new agreement
with the Minister of Development and Finance to reuse the funds freed up from the Project. According
to the premises of investment strategy, support will
be provided to micro, small and medium enterprises
from Eastern Poland operating in tourism and related industries. The agreement has been signed for
10 years, with an option of renewal.

Financial instruments for
development of the labour
market under regional operational
programs for 2014 – 2020
Under the 2014 – 2020 perspective, the Bank has been
entrusted with funds in eight voivodeships (łódzkie, zachodniopomorskie, lubelskie, podkarpackie,

Programs by the Minister of Family,
Labour and Social Policy

Under the agreement concluded on 25 April 2016, BGK
implements a repayable instrument for supporting
Social Economy Entities (PES) with funds from the
Knowledge, Education and Development Operational Program 2014 – 2020. Assets entrusted with BGK
amount to approximately PLN 158 million – it will be
used to provide preferential loans for PES and to create a re-surety instrument, which will be implemented
in 2017.
On 29 December 2016, BGK concluded agreements
with TISE and the Wałbrzych Region Fund, which act
in the capacity of financial intermediaries in regard
to loan instruments for PES.
Funds from Human Capital Operational Program
2007 – 2013 allowed the Bank to implement a pilot project of repayable (in the form of preferential
loans) financing for Social Economy Entities. The pilot
program was conducted in the entire country, and
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the loans were granted (by the end of 2016) by Towarzystwo Inwestycji Społeczno-Ekonomicznych S.A.
(Socio-Economic Investments Association), i.e. by the
financial intermediary selected by BGK in an open
tender. The total amount allocated for loans was
PLN 38 million, a portion of which came from so-called
I turnover – repayments of previously granted loans.
Other assets from repayments will be used to create
a portfolio guarantee facility for PES in BGK in 2017.
The Bank also acted in the capacity of operator of the
funds under "Pierwszy biznes – Wsparcie w starcie" Program implemented since 2014 throughout the country
(previously, in 2013, a pilot Program had been launched
in three voivodeships – since the 4th quarter of 2016, no
loans are being granted). As part of the Program, students, school and university graduates and unemployed
persons may apply for low interest loans to start a
business or create a job for an unemployed person. Additionally, persons who obtain a loan to start a business
may use complimentary advisory and training services.
Financial intermediaries chosen by the bank through
procurement procedures are responsible for granting
loans and providing advisory and training services.
BGK monitors their activity throughout the whole period of Program implementation. By the end of 2016,
2774 loans to start a business and 578 loans to create jobs for unemployed persons were granted.
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Implementation of financial
instruments under the Priority Axis
I "Common access to fast internet
connection" of the Digital Poland
Operational Program (PO PC)
On 6 February 2017, Bank Gospodarstwa Krajowego
concluded an agreement with Digital Poland Projects
Centre, under which BGK acts in the capacity of the
Manager of Fund of Funds, responsible for implementation of financial instruments as part of subsidies
from the Digital Poland Operational Program for
2014 – 2020.
Assets of PLN 996.2 million are dedicated for projects
consisting in construction, extension and restructuring of the telecommunications infrastructure network
in order to ensure access to high-capacity broadband
Internet (30 Mb/s and more). The investments may be
carried out in so-called white address points, which
have no broadband infrastructure, as well as in grey
and black points (with existing broadband network).
BGK will select financial intermediaries, whose task
will be to grant preferential loans to final recipients
of the aid, i.e. telecommunications enterprises. At a
later stage of the implementation, revenue generated
from the Program input and assets returned on the
investment will be re-used by the Bank, according to
premises of the investment strategy, which will allow
for an optimal and more effective use of the EU funds,
compared to subsidy aid.

Subsidy agreement provides for the project's completion by 31 December 2031; its total value, taking
into account the assets from the national contribution provided by financial intermediaries amounts to
nearly PLN 1.2 billion.
In 2016, BGK was also entrusted with managing a
number of programmes of smaller scale of activity.
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Activity of flow funds
and their financial results
In accordance with the provisions of BGK's Articles of Association
and other legal acts, the Bank prepares balance sheets and
income statements of respective funds connected with
commissioned activities, including also flow funds.

Assets and liabilities of flow funds are not presented in the balance sheet of Bank Gospodarstwa
Krajowego as they do not meet its definition of assets and liabilities. Bank Gospodarstwa Krajowego is
an organizational unit which – under relevant acts
– manages the financial and operating policy of flow
funds but does not control them, as it does not derive
economic benefits from their activities and does not
bear credit risk connected to these assets.

National Road Fund (NRF)
The National Road Fund (NRF) was established under
the amended Act of 27 October 1994 on Toll Motorways and the National Road Fund, as a specialised

fund connected with financing of road investments as
part of the governmental National Road Construction
Program. The main objective of the Fund is to collect
and expend funds to finance construction and conversion of motorways, expressways and other national
roads, including projects co-financed from the European Union funds. The Fund also finances expenses
provided for in regulations on national roads and road
transport, and payments for companies that build
and operate sections of toll motorways. It also finances implementation, construction, and operation
of the national toll collection system for passenger
cars, and costs of advisory services connected with
construction and conversion of national roads.
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Implementation of the Fund's tasks
The total proceeds of NRF in 2016 amounted to
PLN 18 435.2 million. Proceeds from the main funding
source of the Fund, the fuel fee, totalled, in the part
allocated to the Fund, PLN 4 873.2 million.
Proceeds from the reimbursement of expenditures incurred for investments co-financed from the EU budget
totalled PLN 6 227.8 million. Refunds within the framework of EU perspective 2007 – 2013: from the Infrastructure and Environment Operational Program – PLN 268.8
million, from the Development of Eastern Poland Operational Program – PLN 73.0 million; under the EU Perspective 2014 – 2020: from the Infrastructure and Environment Operational Program II – PLN 5 886.0 million. In
2016, proceeds from loans amounted to PLN 1 560.2 million. Tranches of EIB loans have been activated:

•
•
•
•
•
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"Project: S7 Expressway (Gdańsk – Warsaw
– Cracow)" – 2 tranches in total amount of
PLN 432 million,
"Project: Modernisation of Roads in Poland III" in
the amount of PLN 320 million,
"Project: S3 Expressway" amounting to
PLN 217 million,
"Project: S5 Expressway (Bydgoszcz – Wrocław)"
amounting to PLN 145 million,
"Project: S8 Expressway (sections leading to
Warsaw)" amounting to PLN 108.5 million,

•
•
•

"Project: A1 Stryków-Pyrzowice – A (A1 Stryków
– Tuszyn)” in the amount of PLN 60 million (last
tranche),
"Project: A1 Toruń-Stryków – B” in the amount of
PLN 169.7 million (last tranche),
"Project: A1 (Pyrzowice – Częstochowa)” amounting to PLN 108 million.

In the 2nd quarter of 2016, under the Euro Medium
Term Notes Program (EMTN) established in 2014, the
Bank has conducted an inaugural issuance of bonds
worth EUR 500 million, at a fixed interest rate of
1.75%, for the National Road Fund. After accounting for
a discount, the Fund received EUR 495.8 million – an
equivalent of PLN 2 181.6.
In the 4th quarter of 2016, two issuances of bonds
have been conducted on foreign markets under EMTN:
on 21 October 2016, at nominal value of EUR 200 million (2nd tranche within the 1st issuance series of
10-year bonds maturing on 6 May 2026) and on 3 November 2016, at nominal value of EUR 100 million
(under the 2nd EMTN series, 20-year bonds maturing on 3 November 2036 have been issued). Due to
the issuance referred to above, the Fund received
EUR 307.9 million – an equivalent of PLN 1 329.5.
In 2016, total proceeds from issuing bonds for the NRF
amounted to PLN 3 511.1 million.
In 2016, a single finance agreement has been concluded between BGK and EIB. Under this agreement,

loan “Projekt: Droga ekspresowa S7 (Gdańsk – Elbląg)”
for EUR 270 million has been granted to NRF. The first
tranche of the above mentioned credit is to be activated in the second quarter of 2017, after the conditions for payment of tranches are fulfilled (inter alia
after Guarantee Agreements and Project Agreements
for the credits are signed).
The total expenditures from the National Road Fund
in 2016 amounted to PLN 17 169.4 million. The amount
comprised in particular:

•
•

•
•
•

payments under road tasks performed by the
General Director of National Roads and Motorways, totalling PLN 12 782.9 million,
expenditures related to the management of
bonds and loans, totalling PLN 2 492.0 million. From this amount, PLN 1 371.3 million has
been allocated for bonds management, and
PLN 1 120.7 for management of credits,
expenditures connected with financing toll collection systems amounted to PLN 324.5 million,
expenditures for companies, totalling
PLN 1 555.3 million,
payments for subcontractors pursuant to the
"Act on the repayment of certain outstanding
debts of enterprises, resulting from the performance of public procurement awarded", totalling PLN 6.6 million.

Balance sheet and income
statement
As at 31 December 2016, the Fund's balance sheet
total amounted to PLN 51 757.2 million – higher by
13.9% than the balance as at the end of 2015. The balance of receivables from the public sector, comprised
of the equivalent of payments made against credits
incurred and bonds issued for NRF, totalled, as at the
end of 2016, PLN 49 802.7 million, and exceeded the
balance as at the end of 2015 by PLN 5 038.2 million.
Liabilities incurred for the needs of the NRF, amounting to PLN 50 531.7, were 11.5% higher than at the end
of 2015. Apart from liabilities under bonds issued for
the Fund, totalling PLN 22 971.1, the item also included capital and interest accrued on EIB and Nordic
Investment Bank (NIB) loans in the total amount of
PLN 27 560.6 million.
In 2016, NRF's financial result was negative and
amounted to PLN 1 987.7 million. The main components were interest income in the amount of
PLN 40.7 million, interest expenses due to loans and
issuance of BGK bonds for the Fund, in the amount of
PLN 2 025.2 million, commission fees due to managing the Fund in the amount of PLN 4.2 million.

Railway Fund (RF)
The Railway Fund was created at Bank Gospodarstwa
Krajowego on 9 February 2006 under the Act of 16 December 2005 on the Railway Fund (Journal of Laws of
2015, item 2115, as amended). The Fund's objective is to
collect funds and finance tasks consisting in preparation
and execution of construction and conversion of railway
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lines, repairs and maintenance of railway lines, liquidation of redundant railway lines, and current expenses of
PKP Polskie Linie Kolejowe SA connected with railway
infrastructure management.

PLN 1 452.1 million (11.0% increase). In 2016, the expenses
on railway tasks incurred by the Fund included:

The financing from the Railway Fund in 2009 – 2020 covered tasks in the scope of purchasing, modernising, and
repairing railway vehicles intended for passenger transport, performed under the agreement on public services.
The beneficiaries of those funds are local governments
of voivodeships.

for the purchase, upgrade and repair of rolling
stock for local governments of voivodeships –
PLN 90.2 million,

Since 2009, the Fund obtains additional provisions compared to those applicable as at the day of creation of
the Fund. Additional provision in 2010 – 2014 amounted
to PLN 100 million per annum, in 2015 – PLN 500 million,
and in 2016 – 2019 – it will be PLN 400 million per annum.
The catalogue of expenditures of the Railway Fund also
includes the possibility of financing or co-financing the
purchase and modernisation of railway vehicles intended
for diagnostics, maintenance, repairs or construction of
railway infrastructure and for conducting rescue operations. It also allows for the State Treasury, represented
by the Minister competent on the issue of transport, to
purchase PKP PLK S.A. shares from PKP S.A.

Implementation of the Fund's tasks
In 2016, proceeds of the Fund totalled PLN 748.2 million and increased by 6.7% compared to 2015, including PLN 1 718.3 million of revenues under fuel fee
(6.2% increase). The Fund's expenses in 2016 totalled
PLN 1 453.0 million and were higher by PLN 143.8 million than the expenditures incurred in 2015. In 2016,
expenses on financing railway tasks amounted to
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•
•
•

for investment projects – PLN 1 036.1 million,

infrastructure management expenses of
PKP PLK SA – PLN 325.8 million.

Balance sheet and income
statement
As at the end of 2016, the RF's balance sheet total
amounted to PLN 842.0 million, i.e. PLN 295.2 million
more than as at the end of 2015. In 2016, the RF generated a financial result of PLN 19.3 million.

Subsidy Fund (FD)
In 2016, BGK financed the execution of tasks connected with the management of the following programs
from the assets of the Subsidy Fund:

•
•

interest subsidies to fixed interest rate housing
credits (DSS) – under the "Act of 5 December 2002
on Interest Subsidies to Fixed Interest Rate Housing Credits" (Act on Subsidies),
financial aid for families and other persons in
buying their own apartment (RnS) – under the
"Act of 8 September 2006 on the Financial Aid
for Families and Other Persons Buying Their Own

•

•

Apartment" (Act on the Financial Aid for Families
and Other Persons),

PLN 0.3 million and increased the balance of the SF
up to the amount of PLN 1.6 million..

financial aid for social housing construction
(BS) – under the "Act of 8 December 2006 on the
Financial Aid for development of Social Housing,
Assisted Accommodation, Lodging Houses and
Houses for the Homeless" (Act on the Financial Aid
for Social Housing),

"Rodzina na Swoim" Program (RnS)
(A Family's Own Place)

state aid provided for the purchase of the first
apartment by young people (MdM) – under the
"Act of 27 September 2013 on State Aid Provided
for the Purchase of the First Apartment by Young
People (Act on State Aid Provided for the Purchase of the First Apartment by Young People).

Implementation of the Fund's tasks
Loan interest rate subsidies (DSS)
As part of the programme of interest subsidies for
fixed interest rate housing loans, BGK continued to
cooperate with banks in settlement of interest subsidies and excess interest repaid by borrowers under
fixed interest rate loans extended by lending banks in
2003 – 2005. BGK grants subsidies in periods when the
contractual interest rate according to the fixed interest rate (6.5%) is lower than the statutory WIBOR3M
rate increased by a fixed margin of 1.5%. If the contractual interest rate is higher, excess interest repaid by
borrowers is subject to settlement.
The interest surpluses from fixed interest rate housing credits, transferred to BGK in 2016, totalled

The activities connected with management of the
financial program of support for families and other
persons purchasing their own apartment included current management of agreements concluded with the
lending banks on the application of interest subsidies
to preferential credits, management of the registry of
target preferential borrowers, payment of amounts
due, and inspections in lending banks in regard to
compliance of the credits granted and subsidies applied with the applicable regulations.
As at the end of 2016, 191 989 preferential loans
granted in 2007 – 2013 were under the management
of lending banks. The amount of loans covered with
subsidies totalled PLN 34 888.2 million. Since the
launch of the Program until 31 December 2016, BGK
transferred subsidies totalling PLN 3 652.5 million to
lending banks due to granted preferential loans, of
which PLN 408.0 million was transferred just in 2016.
Support for social housing (BS)
The activities connected with management of the
financial aid programme for social housing in 2016
included execution and management of financial
aid agreements concluded for applications filed in
the edition of 2011 – 2015, and organisation of two
qualification sessions for applications of 2016. Since
the launch of the program until 31 December 2016,
the funds amounting to PLN 403.5 million were paid
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out, of which PLN 57.4 million in 2016. As part of
the spring 2016 edition, 85 applications were qualified for support from the SF, amounting in total to
PLN 79.4 million. In the autumn 2016 edition, 123 applications were qualified to financial support, amounting
in total to PLN 102.4 million.

Since the launch of the program until 31 December
2016, under granted loans with a subsidy to own contribution, Bank Gospodarstwa Krajowego provided
lending institutions with funds for financial support
in the total amount of PLN 1 469.1 million, of which
PLN 719.2 million was transferred in 2016.

Since the launch of the Program until 31 December 2016, 1 071 credit agreements, amounting to
PLN 695.0 million have been concluded, of which
185 agreements totalling PLN 152.8 million were
concluded in 2016 (terminated agreements excluded). Since the beginning of the program until 31 December 2016, the investors completed and settled
881 projects, resulting in 13 171 apartments and
948 places in lodging houses and houses for the
homeless being created. This includes 127 projects
settled in 2016, which created 1411 apartments and
31 lodging places.

Residential Construction Support Program
(SBC)

"Mieszkanie dla Młodych" Program (MdM)
(Apartment for the Young)
In 2016, tasks related to management of the government program of providing state aid in purchasing the
first apartment consisted in keeping records of buyers and their children who meet the statutory criteria
to take advantage of financial support, transferring
the amounts of subsidies to own contributions or
repayments of portions of a loan, settling the transferred funds with lending banks and BGK controlling
the compliance of the applied financial support with
the provisions of the Act and agreements concluded
between BGK and lending banks.
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Pursuant to the amendments of 2011 to the Act of
26 October 1995 on Certain Forms of Support for
Housing Construction (Journal of Laws of 2013, item
255), residential premises within the resources of social housing associations and housing cooperatives,
constructed with the use of a credit granted by BGK,
may be converted into separate properties.
In 2016, the repayments of the part of credit redemptions attributable to residential premises and
proceeds from investing these assets by BGK were
transferred to the SF in the amount of PLN 2.4 million,
increasing the related balance of the SF up to the
amount of PLN 8.4 million.
Pursuant to the Trilateral agreement (on determining
detailed conditions of using bond or loan interest subsidy referred to in Art. 15c section 2 of the Act on some
forms of supporting residential development) concluded
on 23 May 2016 between BGK, Ministry of Infrastructure and Construction, and Ministry of Finance, assets
collected in the SF due to repayment of a portion of
credit redemptions have been transferred to an account
separated within the SF for the purpose of managing
the Residential Construction Support Program (SBC).

In 2016, the SF received a subsidy from the state
budget, amounting to PLN 1 223.9 million, including:

•
•
•

PLN 383.5 million for the financial aid program
for families and other persons purchasing their
own apartment (RnS),
PLN 136.9 million for the social housing financial
support program (BS),
PLN 703.5 million for a state aid program
helping young people in purchasing their first
apartment (MdM).

Balance sheet and income
statement
The balance sheet total of the SF as at 31 December
2016 totalled PLN 407.5 million and was PLN 57.8 million higher than as at the end of 2015. The financial
result generated in 2016 by the Subsidy Fund totalled
PLN 0.5 million, which is PLN 0.6 million less compared to the result generated in 2015.

Student Loan Fund (SLF)
The legal basis for the Student Loan Fund (SLF),
which has been operating within the structures of
BGK since 1 October 1998, is the Act on Student
Loans and Credits of 1998. The statutory objective
of the Fund is to extend the access to higher education through preferential student loans in the form
of interest subsidies or partial or total redemption
of loans.

The Fund also provides monies for the repayment
of credits covered with BGK's surety, if there are no
legal possibilities to pursue claims under a realised
credit surety.

Implementation of the Fund's tasks
During the period of the student loan system operation, more than 391 thousand students in total took
advantage of preferential loans.
In 2016, the Fund paid out PLN 21.7 million under interest subsidies to student credits. 460 students in
total used the option to redeem a part or the entirety
of a loan, amounting to PLN 1.7 million.
In 2016, the SLF received assets from the state budget
in the amount of PLN 21.2 million, i.e. by PLN 6.1 million
less than the corresponding amount in 2015, which
was a result of lower subsidies caused by a lower
number of granted credits than expected.
The subsidy in this amount was sufficient to cover
the ongoing and timely implementation of subsidies
in 2016. Assets unused in 2016 have been returned
to the Ministry of Science and Higher Education on
30 January 2017 in the amount of PLN 0.3 million.

Balance sheet and income
statement
In 2016, the balance sheet total of the SLF amounted
to PLN 0.4 million and was PLN 2.7 lower compared
to 2015.
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Financial result in 2016 was a loss of PLN -0.5 million,
as in 2015.

Thermomodernisation
and Repair Fund (TRF)
The objective of the Thermomodernisation and Repair Fund is to provide state financial support in the
form of thermomodernisation bonus and repair bonus
for the investors implementing thermomodernisation
and repair projects that enable savings in the energy
used for municipal-living purposes, with the use of
loans taken at commercial banks, as well as aid in the
form of compensation bonus, constituting a partial
compensation for the owners of premises subject to
rent regulated in 1994 – 2005.
Thermomodernisation and repair bonuses are granted
on the basis of verified energy and repair audits. They
are disbursed after the investment is completed, and
assigned to repay a part of the loan taken for the
thermomodernisation or repair project, respectively.

Implementation of the Fund's tasks
In 2016, BGK cooperated with 12 lending banks in
granting a thermomodernisation bonus, repair bonus
and compensation bonus.
In 2016, 2811 new applications for thermomodernisation, repair, and compensation bonus were filed.
2,630 bonuses totalling PLN 152.3 million were granted. 2787 decisions were issued to pay out a bonus,
amounting in total to PLN 147.9 million.
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As at the end of 2016, the amount of liabilities under thermomodernisation, repair, and compensation bonuses granted and not paid amounted to
PLN 171 million.
In 2016, the Fund received a transfer from the state
budget in the amount of PLN 50.0 million.

Balance sheet and income
statement
Compared to the end of 2015, the balance sheet total
of the TRF was lower by PLN 95.4 million and amounted to PLN 318.1 million.
The Fund's financial result for 2016 was PLN 2.3 million,
a result lower by PLN 1.6 million than the one generated in 2015.

Borrower Support Fund (FWK)
The Borrower Support Fund operates based on the
Act of 9 October 2015 on supporting housing loan
borrowers in a difficult financial condition (Journal
of Laws of 2015, item 1925).
The Fund's objective is to provide repayable support
for persons in a difficult financial condition obliged
to repay housing loan instalments, which puts a significant strain on their house budget.
The Fund's assets come from borrowers' payments
proportionally to the size of the owned housing
loan portfolio for households more than 90 days in
arrears with their repayment of capital or interest,

repayments of support or revenue due to investing
free assets of the Fund. The initial value of the Fund
amounted to PLN 598.7 million.
In 2016, BGK concluded agreements on implementation of the Act with 43 borrowers.
Support is granted based on an agreement concluded between the lender and the borrower. The amount
of support granted to the borrower is defined in PLN
as the equivalent of 18 expected monthly capital and
interest instalments of the housing loan. However,
if the amount of expected monthly capital and interest instalment is higher than PLN 1500, support
amount is defined based on the amount of PLN 1500.
This support is transferred in aggregate in monthly
instalments to the lender's account.
In 2016, 481 agreements on provision of support
have been registered, to the total amount of
PLN 10.7 million.
As at 31 December 2016, 2466 instalments of the
support have been paid out in the total amount of
PLN 3.1 million.
The Fund's expenditures in 2016 consist of payments
of support and commission remunerations.
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BGK's international cooperation

Cooperation with international
financial institutions
In 2016, BGK was conducting regular cooperation with
three groups of public entities, in the international area:

•
•
•

In 2016:

•

international financial institutions,
international associations,
foreign development banks.

Cooperation with international
financial institutions (IFI)

•

European Investment Bank (EIB)
The European Investment Bank remains BGK’s main
foreign partner in acquisition of funding for programs,
funds and commercial activity.

•

BGK continued to allocate assets from the EIB
Global Loan IV finance contract of December
2013 (EUR 125 million) and has signed a new
Multi-Beneficiary Intermediated Loan V finance
contract with the EIB worth EUR 125 million.
EIB global loan funds are allocated to financing
investments of local government units, SMEs
and mid-caps enterprises,
BGK signed, with EIB, a new financial agreement worth EUR 270 million, for the benefit of
the National Road Fund, aiming to co-finance
road infrastructure investments (S7 motorway
between Gdańsk and Elbląg),
BGK signed an agreement with the EIB on cooperation under the European Investment Advisory Hub (EIAH).
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In 2016, the Bank was present, together with the EIB,
in several transactions, e.g. for financing the investment program of "Przewozy Regionalne" company, under the European Investment Plan (EFIS). Cooperation
with the EIB also included the JESSICA initiative.

European Investment Fund (EIF)
In 2016, the Bank cooperated with the European Investment Fund primarily in the scope of guarantees
for the SME sector under the COSME program, and in
the scope of the Polish Growth Fund of Funds.
As a part of this cooperation, the Bank has granted
2222 guarantees with an EIF counter-guarantee to
entrepreneurs from the SME sector, to the amount
of approximately PLN 262 million. Total value of commercial banks' credits secured with these guarantees
amounted to PLN 327.8 million.
BGK, together with the EIF, have created the Polish
Growth Fund of Funds worth EUR 90 million, with EIF
as the managing entity.
The Fund invests in investment funds that finance
businesses in the growth or expansion phase.
By the end of 2016, 3 agreements have been concluded with investment funds in Poland, to the total
amount of EUR 35 million.
Cooperation with the EIF has been continuing since
2013. BGK holds 5 shares and is the only EIF shareholder from Poland.
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Other International
Financial Institutions
In 2016, BGK was maintaining a regular exchange of
information regarding potential areas of cooperation,
including with other international financial institutions – with the Council of Europe Development Bank
(CEB), the World Bank (WB) or the European Bank for
Reconstruction and Development (EBRD).
The World Bank was, among others, a partner in
BGK's cyclical conference for local government units,
whereas talks on the subject of a global loan for
financing a new social housing development program
are being finalised with the Council of Europe Development Bank.

Cooperation with international
associations and industry
organisations
In 2016, BGK was a member of 10 international associations, including:

•
•
•
•

European Association of Public Banks (EAPB),
Network of European Financial Institutions for
SMEs (NEFI),
European Association of Guarantee Institutions
(AECM),
European Long-Term Investors Association (ELTI),

•
•

Long-Term Investors Club (LTIC),
International Project Finance Association (IPFA).

Membership in these associations allowed BGK to
gather information on EU regulations affecting the
Bank's operations. Together with other development
banks, it was also a partner in dialogue with EU
institutions on economy support instruments and
legal solutions.

Bilateral cooperation with foreign
public financial institutions
BGK also maintained bilateral cooperation with public
development banks from other countries. The group
of BGK’s close partners includes both Europe’s largest
public banks, and smaller banks from the Central European region. Such an approach allows BGK to directly acquire information concerning the operation and
know-how exchange of such banks, and to conduct
business cooperation in selected areas.
In 2016, bilateral relations intensified further, especially with the largest European development banks –
the German KfW, French CDC, Italian CDP and Spanish
ICO. In the case of CDP, a pilot initiative of short-term
personnel exchange has been carried out, whereas in
the case of KfW, assets of a global loan for financing
SMEs, acquired from this institution, were allocated
further (EUR 100 million).
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Corporate Social Responsibility of BGK

Bank Gospodarstwa Krajowego conducts numerous
initiatives for social development of the country.

local governments or persons looking to start their
own business.

The most important pro-social actions taken by the
Bank in 2016 include:

BGK experts also participated in jury sessions of
two competitions: “Top inwestycje komunalne” (Top
municipal investments) (PTWP) and “Najlepsze Przedsiębiorstwo Społeczne Roku im. Jacka Kuronia” (Jacek
Kuroń Competition for the Best Social Enterprise of
the Year) (Socio-economic Initiatives Fund FISE).

•
•
•
•

sharing knowledge and experience,
equalising opportunities,
building social capital,
promoting charity work.

Sharing knowledge, experience and
competences of BGK employees
BGK is the only development bank in Poland to
gather unique knowledge and experience related to
conducted operations. In 2016, the Bank's representatives spoke out during 150 events, in which crucial
recipient groups were present: private enterprises,

BGK's social engagement
Social involvement programs are implemented by
the BGK Foundation. Strategic areas of the Foundation's operations include equalising the educational
opportunities of children and youths, building social
capital, citizen education and popularising the idea
of charity work.
In 2016, the Bank allocated PLN 2 million for the BGK
Foundation's statutory operations.
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Equalising educational
opportunities
The BGK Foundation supports educational projects
directed at children at ages 2 – 8 years, living in rural areas and towns/cities under 20 thousand residents, as part of the “Na dobry początek!” grant
competition.

awarded grants to 60 projects. Sub-financing amounting to over PLN 500 000 was granted to libraries, cultural institutions and local non-governmental organisations (NGO). 45 representatives of grant recipients
participated in workshops on integration methods
for working with a group, and animation activities
inspired by play education.

During the 8th edition of the competition (2015/2016),
50 educational projects have been completed, with
participation of 2990 children. During the 9th edition
of the competition (2016/2017), the BGK Foundation

In 2016, the BGK Foundation funded scholarships for
30 first-year students. The Bridge Scholarship Program is dedicated for ambitious and talented secondary school graduates coming from low-income

EVENT IN WHICH BGK REPRESENTATIVES
PARTICIPATED, DIVIDED BY RECIPIENT
GROUPS (IN %)

SCOPE OF EVENTS AND NUMBER
OF PARTICIPANTS (IN %)

Housing market
stakeholders
Financial
institutions

3

5

17

Healthcare
sector

5
Large
enterprises

4
Nation-wide
event 35
thousand
participants

29

19

Local
government
authorities

6
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International event 16 thousand
participants

Enterprises interested
in exports

SMEs (including
students)

43

Local event
14 thousand
participants

67

families in small towns and villages, who wish to
continue education at universities.

Building social capital and citizen
education
In the “Młody Obywatel” (Young citizen) citizen education program conducted since 2010 by the BGK Foundation and Citizen Education Centre, young people
learn teamwork and carry out projects to the benefit
of their local communities. In the 2015/2016 school
year, under the slogan "Sporty Young Citizen", youth
groups organised charity sports events, in which local
communities participated (“Activity with purpose”),
documented old games and carried out local matches
("Sports Chronicle") or debates, with participation of
local authorities and communities, on sports-related
development of the area and its residents (“Discussion relay”).
In the 9th edition of the program (in 2016/2017
school year), project groups had three theme paths
to choose from:

•
•

“Reportaż po sąsiedzku” – its purpose was
to get to know the neighbours and present
gathered information to a broader public, in an
interesting form,
“Urząd od podszewki” – learning about the functioning of any institution in the town/village
and presenting the principles of its functioning
to other residents,

•

“Przyszłość na warsztacie” – conducting a discussion about a vision for the area in 5, 10, 15
years.

So far, 1250 schools, 1700 teachers and approximately
14 thousand students participated in all the editions
of the "Young citizen" program.
Cooperation between the BGK Foundation and Charity
Work Development Foundation allowed to complete
the third edition of “Mała ojczyzna – wspólna sprawa”
(Little homeland – common cause) program. Its aim is
to prepare middle and secondary school youths from
small towns and villages for conscious and active
participation in social life.
In 2016, 185 student volunteers conducted 58 educational workshops and field games for students
of middle and secondary schools in 9 voivodeships.
The actions had 2000 recipients.
In 2015 – 2016, the BGK Foundation, in cooperation
with Ashoka Foundation Innovators for Public Welfare, conducted “Szkoły z mocą zmieniania świata"
(Schools with power to change the world) program,
aimed at promoting valuable, practical solutions
developed in schools, which appreciate the role
of social skills in the education process. In 2016,
6 such schools were selected throughout Poland:
Primary school in Konary (małopolskie voivodeship),
School Complex in Radowo Małe (zachodniopomorskie voivodeship), Montessori Mountain School in
Przyłęków (śląskie voivodeship), Middle School no.
1 in Gdynia (pomorskie voivodeship), Primary School
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no. 4 in Ełk (warmińsko-mazurskie voivodeship) and
No Bell School Complex in Konstancin (mazowieckie
voivodeship). In March 2016, Poland-wide conference
“EDUcamp z mocą zmieniania świata” (EDUcamp with
the power to change the world) was organised.
BGK Foundation was the strategic partner of the
Competition for the Best Social Enterprise of the
Year, organised by Foundation for Socio-economic
Initiatives. The BGK Foundation sponsored the prize
in category "Idea for Development". The prize was
awarded to Social cooperative Dalba from Puck and
to the Cooperative Brewery it operates.

Corporate volunteering
BGK allows its employees to participate in charity
work programs, encouraging them to use their professional competences, organising charity actions and
awarding grants for projects submitted by the employees. In the 8th edition of “Wolontariat jest super!”
(Charity work is great!) program, 33 social projects
have been subsidised; 406 volunteers participated in
these projects, including 162 employees and 24 representatives of the BGK Group stakeholders. Thanks
to involvement of volunteers, aid was provided to approximately 5 thousand recipients.
BGK employees conducted lessons on finance for
youths in schools participating in the "Young citizen"
program, sharing their knowledge about operation of
banks and teaching young people to make conscious
decisions in choosing banking products.
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Other actions taken in 2016 include development of
educational materials and conducting workshops on
municipality finances. In total, BGK volunteers conducted over 100 teaching hours of lectures for youths.
Bankers for Financial Education of Youths BAKCYL is a
joint project of the Polish banking sector, organised by
the Warsaw Banking Institute. In 2016, BGK volunteers
conducted 50 teaching hours of lectures for youths,
under the BAKCYL project.
BGK volunteers participated in works of economic
experts team in the competition for the Best Social
Enterprise of the Year. They also organised 2 meetings
for the patients of paediatrics clinic at the Military
Medicine Institute.
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Employees

Employment
As at 31 December 2016, employment at BGK was at
the level of 1 335 FTE. Compared to the end of 2015,
the number of FTEs increased by 13 (i.e. by 1%).

goals and attitude, involvement and work contribution evaluation have been settled by 31 January 2017
during the annual periodic interview.

Increase in employment occurred primarily in areas
conducting commissioned activities, including due to
the growing number of de minimis guarantees granted, as well as in the area of managing the Technological Credit Fund, in which BGK was assigned the role
of Intermediary Institution for the Sub-Measure 3.2.2
of POIR Credit for technological innovations.

Remuneration system

In April 2016, Ordinance of the President of the Management Board no. 23/2016/DZK/PRA came into force,
introducing the Employee Assessment Process. All
bank employees are subject to the assessment, with
exception of the Management Board and legal counsel.

Additionally, the Bank offers its employees numerous
additional benefits, such as: healthcare, Employee
Pension Fund or sports and recreation services.

Introduction of the employee assessment means that
every employee has individual goals set, subject to
quarterly monitoring and annual evaluation. According to the provisions of the regulation, realisation of

In 2016, the human resources development policy was
pursued in the form of large development projects,
closed trainings (internal and external), open trainings, language classes and studies.

The Bank's remuneration system consists of fixed and
variable remuneration elements:

•
•

basic salary,
bonuses and rewards.

Employee development
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Majority of the training-development actions, including all the development projects, were organised in
the form of closed trainings, which allow for close
adjustment of the training program to the bank's
needs. At the same time, they allow for training a
larger number of persons and more efficient use of
funds. Competence training sessions were organized,
enabling the participants to deepen their knowledge
about the areas they are dealing with professionally,
on an everyday basis, and enabling them to hone
skills that are required to more efficiently pursue the
Bank’s development directions. Some of the training
sessions, mainly for the Risk and Sales Division employees, were financed under EIB grants.
E-learning trainings included: closed trainings on principles of operational risk management, cybercrime,
counteracting money laundering, financing of terrorism and counteracting abuses, compliance risk and
BGK reputation risk management. E-learning trainings
are a great complementary tool for the traditional
teaching process, allowing to adjust the pace of
learning to employees' needs and capabilities, and
ensuring independence as regards the time at which
they are taken.
In 2016, due to the change in understanding of employee development, development projects for the
management personnel (directors and heads of offices) have been carried out, as well as trainings developing general social skills for employees.
An employee satisfaction and involvement survey was conducted, in order to find out about the
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employees' opinions and observations regarding the
Bank as an employer.
As a part of the knowledge-sharing initiative, a process of knowledge management in organisation was
initiated.

Diversity policy
The Bank applies rules supporting diversity in hiring
its employees and ensures they are treated equally.
According to the Rules approved in BGK.

EMPLOYMENT STRUCTURE IN BGK
ACCORDING TO GENDER (IN %)

Men

38

Women

62

The Bank's employees, regardless of their gender,
age, disabilities, race, religion, nationality, political
views, union membership, ethnic background, faith,
sexual orientation, form of employment (fixed-period or permanent, full-time or part-time) are treated
equally in regard to establishing and terminating the
employment, conditions of employment, promotions
and access to trainings in order to raise professional
qualifications.

The Bank also works on more solutions regarding support of dignity and respect in the workplace.
Bank employees are persons of different gender, age,
experience and education, both at the management
level, and among lower level employees.

Employees are entitled to equal remuneration for the
same work and for work of equal value.

EMPLOYMENT STRUCTURE IN BGK
ACCORDING TO AGE (IN %)

Between
50 and 60

18

EMPLOYMENT STRUCTURE IN BGK ACCORDING
TO WORK EXPERIENCE (IN %)

60+

6

Between 15
and 20 years

12

Under 30

9

Between 20 and 25

7

Over 25

3

Between
10 and 15 years

19

Less
than
5 years

Between
30 and 40
Between
40 and 50

38

32

29

Between 5 and
10 years

27
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Organisational structure of the Bank
At the end of 2016, the Bank operated through the Head Office and
a chain of 16 branches located throughout Poland. The Bank does not
have any branches or subsidiaries outside of the Republic of Poland.

Actions towards exports and foreign expansion are
primarily conducted by the Head Office and pertain
to European Union states as well as to countries
outside of the EU.
In 2016, works on changing the BGK's structure were
being conducted, due to new provisions of the Act
on BGK. At the end of 2016, the Bank's structure
has been assigned to the new Management Board
of BGK, elected in full body.
The most important changes in the Bank's Head Office in 2016 include organisational changes in product
sales and management, which resulted in Sales and
Product Support Department being created. This Department was created by merging Sales Planning
and Monitoring Bureau and Product Management Department (with exclusion of tasks related to Cash
Management and on-line banking, which have been
taken over by Foreign Trade Financing Department).
Moreover, a product management division has been
created in this area, comprising of: Foreign Trade Financing Department, Sureties and Guarantees Centre
and Structural Funding Department.

In 2016, Core Banking System Implementation Bureau has been created in the Bank's head office as
a separate organisational unit responsible for implementation and development of the Core Banking
System. Another new addition to the Bank's organisational structure is the IT Division, comprising of
units providing support of ICT system management,
IT Department, IT Development Department and Core
Banking System Implementation Bureau.
Within the area of supervision of the First Vice-President of the Management Board, Capital Investments
Division has been created, comprising of Capital Investments Bureau and Corporate Governance Bureau.
In 2016, in order to make the Bank compliant with
requirements of the PFSA's "W" Recommendation of
21 July 2015 on model risk management, an independent position of model validation specialist has been
created in the Bank's structure.
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Internal audit system and risk
management system

Internal audit system
The internal audit system is permanently and coherently embedded in the Bank's system of functioning,
among others through such means as implementation
of manual and automatic audit mechanisms. The system also encompasses the functioning of subsidiaries
and external entrepreneurs, to whom the Bank has
assigned performance of banking operations and activities related to banking operations.

1.

Line of defence – current risk management at
units, including audits performed by employees
under tasks at specific positions, audits performed by persons employed on management
positions or persons with clearance to authorise
operations or sign papers and documents, as
well as an audit initiated by a director of organisational unit based on annual auditing plans.

The objective of the internal audit system is to support all the processes in such a way that ensures effective and efficient operation of the Bank, reliability of
financial reporting, compliance with risk management
rules and compliance of the Bank's operations with the
law and internal regulations. The Management Board
is responsible for functioning of the internal audit system, whereas the Supervisory Board supervises over it.

2.

Line of defence – processes of managing risk
together with units responsible for holistic management of each type of risk.
Risk management processes are designed
to ensure a uniform and efficient process of
identifying, measuring, assessing, monitoring,
reporting, and controlling risks, and taking
safety measures. Tasks related to non-compliance risk management are performed in the
Bank by Compliance Officer, in cooperation with
compliance unit – their objective is to ensure

The internal audit system at BGK is organised based
on the "three defence lines" concept:
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compliance of the Bank's operations with commonly applicable laws, supervisory regulations
and ethic norms.
3.

Line of defence – internal audit.
The audit unit's task is to investigate and
evaluate, independently and objectively, the
adequacy and effectiveness of the internal
audit system and the risk management system.
Functioning of the Bank's subsidiaries is also
subject to an audit assessment. Internal audit
unit reports directly to the President of the Management Board. Its independence is strengthened by supervision from Audit Committee,
approval by Audit Committee of changes at
the position of internal audit unit's director,
approval of plans and reports of this unit by
the Supervisory Board, as well as direct contact
of the audit director with the chairman of
Audit Committee. Internal audit unit functions
according to the International Standards of
Internal Audit Professional Practice, developed
by the Institute of Internal Audits (IIA), which
is confirmed by cyclical, independent external
evaluation.

Currently, works are underway at the Bank on adjusting the internal audit and risk management
system to the requirements of the new PFSA "H"
recommendation.

Organization of the credit and
concentration risk management
process
Credit risk is one of the most important elements of
financial risk, to which the bank is exposed as part of
pursued activities. In order to identify credit risk and
mitigate it to acceptable levels, and to systematically
control the effectiveness of the actions undertaken,
the Bank applies a credit risk management process
encompassing risk identification, assessment, mitigation measures, prevention or transfer, monitoring
and reporting.
Action planning constitutes an important element of
the credit risk management process. It covers the
entire decision-making process consisting in issuing
recommendations and recommendations, modifying
the Bank’s service portfolio and creating procedures
ensuring that credit risk exposure levels remain within the limits set out by the Bank’s governing bodies.
Credit risk management is performed, in the Bank,
on two levels:

•
•

at the loan portfolio risk level.

The Bank identifies and assesses the existing credit
risk based on the following:

•
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at the client risk level, with the individual credit
exposure taken into consideration,

implementation of internal procedures enabling the verification of the creditworthiness of

individual borrowers and classification of credit
exposure into a relevant risk group,

•

•

updating the risk as a result of controlling and
monitoring the asset items managed by the
Bank’s organizational units.

•

The bank applies a prudence-based approach in the
credit risk management process. The key features of
the current system used for managing that type of
risk include the following:

•

•
•

•

separation of sales-related functions from client risk assessment-related functions, both at
branch level and at Head Office level,

•

comprehensive credit risk assessment performed in the case of each client, taking into
consideration the individual credit exposure for
each transaction resulting in credit exposure,
in order to classify the exposure into a specific
credit risk category,

•

applying expert credit risk measurement
methods through the use (with respect to
single transaction-related risk) of the ratio-based analysis, descriptive analysis in
the case of credit risk assessment, and, with
respect to portfolio risk, through the evaluation of the concentration level of the bank’s
loan portfolio by industry sectors, borrowers
and loan types,

•

a system of decision-making powers depending
on the exposure level, and the related collective responsibility for credit decisions,
periodic verification of the risk of past transactions, taking into consideration the developments concerning the financial standing of
borrowers and the environment,
diversification of industry sectors, borrowers
and types of loans, within the resource exposure limits set out by the bank,
analysis and verification of the valuation principles applied to loan collateral and the establishment of loan-loss provisions,
an exposure monitoring system enabling identification of threats or warning signals at an
early stage,
a collateral monitoring and valuation system
enabling to control the collateral with regard to
individual exposures and to react to changes in
their value.

The system of limits is one of the primary credit risk
management tools used at BGK. Limits are established both at operational and strategic levels, in line
with the relevant scopes of competence.
As far as credit risk is concerned, the following limit
groups are applied:
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•
•
•
•

objective limits, resulting from the risk borne by
the purpose of the loan,

and product limits.

The risk monitoring process consists in regular verification of parameters subject to limits, and in analysing the utilization degree of limits applied. Periodic
credit risk reports are drawn up at the bank, such as:
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•

subjective limits, defined depending on the
customer type,

In addition, one of the key credit risk factors is the
concentration risk, monitored by the bank pursuant
to the provisions of the "Banking Law" and applicable resolutions and recommendations of the Polish
Financial Supervisory Authority, provisions of the
Act on Bank Gospodarstwa Krajowego, as well as
ordinance of the European Parliament on prudence
requirements for credit institutions and investment
companies. Pursuant to a resolution of the Bank’s
Management Board, additional exposure limits are in
place at the Bank – irrespective of the statutory concentration limits – that apply at the stage of making
financial decisions.

•

Bank’s Credit Committee and the Management
Board,

industry limits that reflect the risk stemming
from the type of activity of the customer,

monthly credit risk report, containing information on the nature of exposures, risk structure
of the entire loan portfolio and utilization of
internal and external exposure limits – for the

•

a quarterly credit risk report, including extended information on the nature of exposures, risk
structure for the entire loan portfolio (including the portfolio of exposures secured with a
mortgage), and on the utilization of internal and
external exposure limits – prepared for the Bank’s
Credit Committee, Finance Committee, Management Board, Risk Committee, and, on a semi-annual basis, for the Supervisory Board of BGK,
annual report on lending activity relying on own
and third party funds, including exposures secured with mortgage collateral – for the Bank’s
Credit Committee, Finance Committee, Management Board, Risk Committee, and for the Bank’s
Supervisory Board.

Annual and semi-annual reports on the Bank's lending
activity are presented at joint sessions of the Audit
Committee and Risk Committee.
The Bank has adequate procedures in place, providing
principles to be followed in the case of an increased
credit risk level.

Overview of key credit and
concentration risks
Credit risk is the risk associated with the borrower’s
failure to meet the repayment obligations set out in
an agreement concluded with the Bank, and poses

a direct threat that the borrower will fail to meet
the financial obligations assumed, thus generating
a loss incurred by the bank due to the exposure
in question. The bank mitigates credit risk at the
micro level through measures related to the assessment and monitoring of the client, and at the
macro scale of the entire portfolio – through the
introduction of limits applicable to individual segments and products.
Although credit risk is virtually uniform in nature, several of its sub-types may be distinguished.

Debt concentration risk
Debt concentration risk is an important credit risk
factor. The Bank has introduced relevant internal
principles and procedures applied to exposure concentration with particular emphasis on large exposures to individual customers and customer groups
of the Bank. Portfolio concentration is monitored for
individual borrowers, entities associated by capital or
management, industries, etc. Exposure concentration
principles concern various activities of the Bank (not
only lending activity, but also investment activity or
money market transactions).

Risk of partial or total
non-performance
The risk of non-performance is a situation in which
the counterparty fails to meet the contractual repayment terms or the repayment ceases completely.
This risk is related to increased costs generated by
additional purpose-specific provisions that translate,
in the case of total failure to pay, into a real loss.

The Bank mitigates the risk of non-performance by:

•

•

assessing the credit rating of the partner
based on financial models, including predictive
models, in order to assign the contractor with a
credit rating that is adequate to the associated
risk level,
monitoring, on a periodical basis, the economic
and financial situation of the counterparty.

Collateral risk
Collateral risk occurs when the exposure collateral accepted is not adequate to the value of the financing
granted, or if the value of the collateral is subject to
significant fluctuations.
The collateral risk is mitigated by:

•

•
•

legal collateral acceptance policy, adopted by
a resolution of the Bank’s Management Board,
setting out the boundary conditions applicable
to the collateral’s adequacy to a given type of
exposure, client and collateral,
monitoring the value of collateral, especially
in the form of mortgages, by periodic property
valuation verification,
stress tests, involving such procedures as simulations of changes in the collateral value and
their impact on the level of specific purpose
provisions.
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Interest rate and foreign
exchange risk

The financial risk measurement system in place at BGK
covers, in particular, the following methods and tools:

The interest rate and foreign exchange risk is associated directly with the risk of non-performance, as
occurrence of the former results in a considerable
increase in the probability of the occurrence of the
latter. This risk increases the business partner’s burden by raising interest rates or by resulting in less
advantageous exchange rates, which results in higher
instalments paid in relation to a given loan.

•
•

The bank mitigates the interest rate and foreign exchange risk by:

•
•

applying relevant procedures applicable to
foreign currency financing, in particular when
verifying the repayment sources,
stress tests, including such procedures as simulations of interest rate and foreign exchange
rate fluctuations and their impact on the
business partner’s creditworthiness and specific
purpose provisions.

Organization of the financial risk
management process
The financial risk monitoring system in place at the
Bank enables risk management in all key areas of its
operation. Procedures specifying competences and
responsibilities of individual organizational units of
the bank involved in the risk monitoring process, and
describing the process and methodologies applied
therein, are in place for each separate type of risk.
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•
•

•
•

liquidity ratios, liquidity gap analysis, fund
stability analyses and daily monitoring of the
deposit base – applied in relation to the liquidity risk,
measure of position volumes (inter alia foreign
exchange position volume, interest rate gap)
– applied in relation to foreign exchange and interest rate risk, and sensitivity measures used
for detailed analyses (BPV, duration, sensitivity
of interest income to interest rate fluctuations)
– applied in relation to interest rate risk,
value at risk (VaR) – applied in relation to market risk,
capital adequacy ratios – metrics relating
to the requirements of external regulations,
determining the adjustment of own funds to
the level and nature of risks the Bank is taking,
including, inter alia, the size and structure of
risk-weighted assets,
leverage ratios – applicable for excessive leverage risk,
stress tests – applied in relation to financial
risk.

Limits system is the primary financial risk management
tool used at BGK. The bank applies the following limits:

•
•
•
•
•

in relation to liquidity risk – liquidity ratio limits
and threshold values,
in relation to interest rate risk – sensitivity
limits and threshold values, position limits and
loss limits,
in relation to foreign exchange risk – position
volume limits and loss limits,
in relation to capital adequacy – limits for
capital adequacy indicators and capital limits in
specific areas of activity,
in relation to excessive leverage risk – internal
limit applicable for regulatory leverage ratio.

The risk monitoring process consists in regular verification
of the parameters subject to limitations, and in analysing
the degree of limit utilisation. Financial risk reports are
submitted to the Bank’s Finance Committee, Management
Board, Risk Committee and to the Bank’s Supervisory
Board. The procedures also include principles of conduct
in the event of an elevated financial risk.

Overview of key financial risks
Liquidity risk
The liquidity risk is a threat of losing the ability to pay
liabilities in a timely manner as a result of unfavourable changes in assets and liabilities, off-balance-sheet
transactions, improper timing of current cash flows, and
possible losses resulting from the foregoing.

Liquidity risk management aims to:

•
•
•

ensure and maintain the Bank's ability to meet
its current and future (planned) liabilities, taking
account of liquidity costs and return on equity,
prevent crises,
define business continuity solutions for potential contingencies.

The liquidity risk level is presented in periodic liquidity reports containing, in particular, information
on the utilization of regulatory and internal liquidity
limits, stability of external funding, stress test results and additional analyses concerning, inter alia,
long-term liquidity.
The bank controls the liquidity risk by applying a
system of liquidity ratio limits and threshold values.
The limit system includes current, short-term, midterm and long-term liquidity.
BGK's liquidity status remained at a safe level
throughout 2016. Supervisory liquidity measurements
defined in PFSA's resolution no. 386/2008 of 17 December 2008 on defining liquidity norms binding for
banks (as amended) and in Commission Delegated
Regulation No. 2015/61 (EU) of 10 October 2014 to
supplement Regulation (EU) No. 575/2013 of the European Parliament and the Council with regard to liquidity coverage requirement for Credit Institutions
(OJ L 11, 17.01.2015, p. 1) and internal liquidity standards
were not breached.
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An increase in the liquidity measures is primarily
caused by proportionately larger increase in longterm financing sources compared to the increase
in the Bank's lending activity and growth of capital
investments.

Market risk
Market risk is understood as a threat of possible
deterioration in the value of the Bank’s financial
instruments portfolio or Bank’s financial result as
a consequence of unfavourable changes in market
parameters (exchange rates, interest rates, prices of
debt instruments and capital instruments).
Market risk management aims to:

•

•
•

for interest rate risk (including debt securities
price risk) – reducing the risk of losing part
of the interest income or incurring excessive
interest costs as a result of a change in market
interest rates and the risk of an unfavourable
change in the market value of the financial
instruments portfolio held by the Bank,
for foreign exchange risk – reducing the risk of
losses as a result of changes in market exchange rates,
for equity price risk—reducing the risk of losses
as a result of changes in equity prices.

Interest rate risk
The Bank monitored the interest rate risk using:
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•
•
•
•

BPV limits for the trading book and the banking
book,
loss limits,
banking book income risk limits,
other risk measures, including, inter alia, duration and VaR.

The internal interest rate reporting system includes,
in particular, information on the utilization of interest rate risk limits, interest rate change gains/losses, measures (BPV, VaR, duration, modified duration)
interest rate gap analyses, sensitivity of interest income and stress test results.
In 2016, the interest income risk remained at a moderate
level over the 12-month period. Exposure to interest rate
risk was limited by ongoing management of the liquid
assets portfolio.
During the reference period, BPV and VaR measures increased as a result of an increase in the Bank's balance
sheet total, including in particular the value of debt securities portfolio.

Foreign exchange risk
In 2016, the level of the bank’s foreign exchange risk
was considered low. The risk was measured in accordance with the applicable principles, inter alia by
measuring foreign exchange items, VaR, and the exchange rate change gains and losses. The utilization
of the internal limits concerning the exchange rate

position and loss was monitored on an ongoing basis
as well.

and staff turnover) as well as external factors (the
Bank's operating environment).

Exchange rate risk reports include, in particular, information on the utilization of exchange risk limits,
results generated, VaR and stress test results.

The operational risk management process covers all
branches/organizational units of BGK's head office
and subsidiaries supervised by relevant functions
within the bank's head office, in line with the "Rules
of Procedure of the Head Office" and their respective
scopes of responsibility.

Total foreign currency position as at 31 December
2016 totalled PLN 107.8 million, whereas VaR for this
position amounted to PLN 1.6 million.

Equity price risk
In 2016, the equity price risk in the bank remained at
a moderate level. Compared to 2015, no significant
changes in the value of shares portfolio occurred.
However, investment certificates portfolio has grown.
The risk was measured in accordance with the applicable rules, and the measurements were performed
by examining the value of the equity instruments'
portfolio and the VaR. As at 31 December 2016, VaR
for the equity instruments portfolio amounted to
PLN 43 million.

Organisation of the operational risk
management process
The operating risk includes all important areas of
the Bank's activities and all new, existing, and modified products: processes, products and systems. It
also takes account of internal factors (such as organisational structure, the nature of operations, IT
systems used, customer characteristics, customer
complaints, quality of staff, organisational changes

The Bank manages operational risk by introducing:

•
•
•

the function of an operational risk coordinator,
a process-based approach to the assessment
of business lines, higher-risk products and risk
generated by branches and organizational units
of the bank’s head office,
operational risk indicators.

An Operational Risk Committee operates in the Bank,
acting as an opinion-making and decision-making body,
enabling the BGK Management Board to supervise and
control the Bank’s operational risk level, and to verify
the efficiency of the system used for managing this
type of risk.
Operational risk reporting is based on information entered into the Operational Risk Registry application
by operational risk coordinators from all branches and
organizational units of the bank’s head office, and information obtained from the subsidiary.
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Overview of operational risk
Net operating loss due to operational risk events in
2016 amounted to PLN 345 000. Provisions for operational risk-related events at the end of 2016 amounted to PLN 3.3 million.

model risk management process to the requirements
of "W" Recommendation.

BGK's capital adequacy

Other risks

The bank monitors the levels of capital adequacy using capital adequacy indicators, determined pursuant
to the "Banking Law" Act and CRR resolutions 2.

In addition, the Bank manages risks that are hard to
measure, primarily the risk of non-compliance and
loss of reputation, adopting similar principles as in
the case of operational risk management. The model
risk is managed as well, in line with the applicable
internal procedures. In 2016, the Bank has adjusted its

2
Regulation (EU) No 575/2013 of the European Parliament and
of the Council of 26 June 2013 on prudential requirements for credit
institutions and investment firms, amending the Regulation (EU) No
648/2012 (OJ L 176, 27.06.2013, p. 1)

STRUCTURE OF THE INTERNAL CAPITAL (IN %)

Exposure concentration risk

9

Interest rate risk in the
banking book

3

Credit risk and
counterparty credit
risk

Capital securities price risk in the
banking book

5

76

CVA risk

2

Operational risk

1

Other risks

4
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In 2016, the capital adequacy standards defined in
art. 128 section 1 of the Banking Law Act and defined
in art. 92 section 1 CRR were observed (the CET1 ratio of at least 4.5%, Tier1 capital ratio of at least 6%,
solvency ratio of at least 8% and internal capital ratio
of 100% at the most).
In 2016, the increase of total capital requirement
and internal capital was due to development of the
Bank’s activities in the corporate finance area and the
purchase of investment certificates of Closed-Ended Investment Funds, whereas the growth in own
funds resulted from increasing the BGK's authorised
fund by the State Treasury, by means of transferring
treasury bonds.
Internal capital is determined based on the types of
risks the Banks considers to be significant. Internal
capital for credit risk and counterparty's credit risk
constitute the largest portion of internal capital.
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BGK’s development directions
In the upcoming years, the Bank's development will be significantly influenced
by its involvement in supporting the government in implementation of socioeconomic plans. Pursuant with the Bank's mission, it supports social and
economic growth of Poland and the public finance sector in the performance
of its tasks, in particular through implementation of government programs.
BGK's strategy is aligned with actions proposed in the Strategy for
Responsible Development (SOR) approved by the Council of Ministers.

At the beginning of 2017, the Bank commenced works
on a new strategy, coherent with SOR.
The Bank's actions under the strategy focus on ensuring financing for initiatives in re-industrialisation,
development of innovative companies, capital for development, foreign expansion, support for residential
development and social development.
The Bank will strengthen its capital base and financing through issuance of own bonds, including issuances on foreign markets. These changes will allow
BGK to carry out large investment projects in the

fuel, energy and chemistry sectors, in which the Bank
encounters restrictions of concentration limits. In a
medium horizon, providing additional capital will allow
for debt financing of investments to the amount of
nearly PLN 6 billion, and starting 2020, will enable
to fill the gap of debt financing of large enterprises,
in the amount of PLN 16 billion. Providing the Bank
with additional capital will also increase the Bank's
opportunities of getting involved in large projects, as
well as carrying out projects through funds managed
by TFI BGK, in which the Bank will act in the capacity
of investor.
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The Bank expects a significant increase in debt financing with a dynamic of nearly 10 bps compared
to the one forecast for the loan market in Poland.
Next to a significant increase in structured financing
and corporate financing, the driving force behind the
Bank's lending operations will be financing of exports
and foreign expansion.
The second pillar of the Bank's operations in 2017
and subsequent years will be ensuring financing for
investment funds managed by TFI BGK. The value of
the new investments in funds managed by TFI BGK
(primarily re-industrialisation and local government
infrastructural projects) and involvement in funds investing in the housing market (promotion of social
mobility, apartments for rent and moderately-priced
apartments as a part of the "Mieszkanie Plus" program) will exceed PLN 3 billion per annum.
2017 will be the first year of implementing EU programs for the 2014 – 2020 perspective. Programs under the new perspective will support development of
innovative companies and capital for development,
in particular. These include debt (loans), surety and
capital products (executed in cooperation with Polish
Development Fund (PFR), Polish Agency for Enterprise
Development (PARP), Industrial Development Agency
(ARP), Export Credit Insurance Corporation (KUKE),
Polish Agency for Investments and Commerce (PAIiH),
Investment Funds Association (TFI BGK), PFR Ventures
and BGK Nieruchomości (BGK N)). The Bank will increase its area of operations compared to the previous
perspective (2007 – 2013), during which it carried out
projects in 6 voivodeships, to 15 voivodeships in 2017.
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Aside from carrying out projects finances with regional programs, BGK will manage EU funds from
national program, assigned for supporting innovativeness in the SME sector and for development of
broadband infrastructure. The EU funds managed by
the Bank and allocated to support economic development will amount to approximately PLN 9 billion,
compared to PLN 2 billion during the 2007 – 2013 financial perspective.
Starting in 2018, the Bank plans on implementing a
new sureties program in the form of de minimis aid,
replacing the government de minimis Guarantees
program. The Bank expects to maintain the level of
support for the micro, small and medium enterprises
sector, facilitating access of companies and entrepreneurs to debt financing in the banking sector.
Starting in 2017, the Bank will present the results
according to International Financial Reporting
Standards.
BGK will continue to carry out strategic projects, in
particular in the area of technology, such as implementation of the new Core Banking System in order
to further improve customer service in the Bank.
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Changes in the legislative environment

the Management Board of BGK. Among others,
it changed the way of electing these bodies
and composition thereof, accounting for the
role of a minister responsible for issues of
economy in managing BGK. Regulations related
to performance of competences set out in the
Act on BGK have also been amended, including
the granting of BGK Articles of Association and
manner of representing the Bank (no individual
representation of the Bank by the President of
the Management Board).

Functioning of Bank Gospodarstwa Krajowego, whose
mission is supporting the government in socio-economic development, is regulated by the law to a larger extent than other banking sector entities.

•

•

On 29 February 2016, Ordinance of the Minister
of Infrastructure and Construction of 26 February 2016 on financial support for development
of social apartments, protected apartments and
non-social apartments contributing to municipal
housing resources was published in the Journal
of Laws. The Ordinance determined a detailed
mode and dates of submitting and considering
applications for financial support for development of social apartments, protected apartments and non-social apartments contributing
to municipal housing resources by BGK.
On 22 June 2016, the "Act of 10 June 2016
amending the Act on exports insurances
guaranteed by the State Treasury and other
acts" was published in the Journal of Laws.
The Act introduced a number of significant
changes regarding the Supervisory Board and

•

•

On 8 July 2016, the Act of 10 June 2016 on Bank
Guarantee Fund, the system of deposit guarantee and mandatory restructuring was published
in the Journal of Laws. Under this Act, the Bank
was excluded from it.
On 15 September 2016, the Ordinance of the
Minister of Finance of 1 September 2016 amending the ordinance on granting de minimis aid in
the form of loan repayment guarantee by Bank
Gospodarstwa Krajowego has been published
in the Journal of Laws. The legal act referred to
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above prolonged the de minimis aid program
for small and medium companies in the form of
guarantees granted by BGK until the end of 2017.

•

•

•

On 22 September 2016, the Ordinance of the
Minister of Development of 16 September 2016
on the granting of the articles of association
to Bank Gospodarstwa Krajowego has been
published in the Journal of Laws. Amendments
to the articles of association were primarily
adjustments to changes introduced by the Act
amending the Act on exports insurances guaranteed by the State Treasury and other acts.
On 2 November 2016, the Announcement of the
Marshal of the Sejm of the Republic of Poland
of 13 September 2016 on the announcement
of uniform contents of the Act on Bank Gospodarstwa Krajowego has been published in the
Journal of Laws.
On 30 December 2016, the Act on principles of
state wealth management of 16 December 2016
has been published in the Journal of Laws. The
legal act in question reduced the number of
members of the BGK Supervisory Board from
12 to 11, effective since 1 January 2017.

Apart from the above, other commonly applicable
acts were passed in 2016, with a varied impact on
the activity of Bank Gospodarstwa Krajowego.
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KEY ITEMS OF THE BANK’S BALANCE SHEET – ASSETS (IN PLN THOUSAND)
No.

Assets

I.

Cash, operations with the Central Bank
– repayable on demand

As at 31.12.2015

647 262

4 881 621

647 262

4 881 621

0

0

II.

Debt securities eligible for rediscounting at the Central Bank

III.

Receivables from financial sector

3 687 372

2 129 544

1.

2 211 846

842 610

1 475 526

1 286 934

19 319 807

13 944 642

157 516

115 183

2. With agreed maturities

19 162 291

13 829 459

Receivables from the State sector

5 498 018

5 929 980

21 419

41 048

2. With agreed maturities

5 476 599

5 888 932

VI.

Receivables under reverse repurchase agreements

3 946 887

1 173 713

VII.

Debt securities

30 953 747

13 347 140

1.

17 387 052

1 952 589

2. Issued by central and local government entities

9 526 120

6 931 526

3. Other

4 040 575

4 463 025

Shares in subsidiary entities

39 059

27 059

1.

39 059

27 059

2. In other undertakings

0

0

Shares and other equity interests in joint subsidiaries

0

0

Repayable on demand

2. With agreed maturities
IV.

Receivables from non-financial sector
1.

V.

1.

VIII.

IX.
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As at 31.12.2016

Repayable on demand

Repayable on demand

Issued by banks

In financial institutions

No.

Assets

As at 31.12.2016

As at 31.12.2015

X.

Shares in associated entities

113 184

115 301

1.

112 849

114 931

335

370

Shares in other entities

810 432

826 245

1.

775 259

760 073

35 173

66 172

1 739 911

718 819

33 177

25 159

127 887

110 799

13 509

19 360

In financial institutions

2. In other undertakings
XI.

In financial institutions

2. In other undertakings
XII.

Other securities and other financial assets

XIII.

Intangible fixed assets

XIV.

Tangible assets and investment property

XV.

Other assets

XVI.

Other prepayments and deferred expenses

327 924

169 669

1.

314 086

161 774

13 838

7 895

Deferred income tax assets

2. Other prepayment and deferred income
XVII.

Due payments for basic capital (funds)

0

0

XVIII.

Own issues

0

0

67 258 176

43 419 051

Total assets
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KEY ITEMS OF THE BANK’S BALANCE SHEET – LIABILITIES (IN PLN THOUSAND)
No.

Liabilities

As at 31.12.2016

As at 31.12.2015

I.

Liabilities to the Central Bank

0

0

II.

Liabilities to financial sector

5 640 389

4 889 197

1 107 728

595 045

4 532 661

4 294 152

12 987 248

6 581 657

3

3

2. Other

12 987 245

6 581 654

a) current

2 083 250

2 074 528

b) with agreed maturities

10 903 995

4 507 126

Liabilities to State sector

22 568 087

12 414 358

1.

13 222 766

6 375 990

2. With agreed maturities

9 345 321

6 038 368

V.

Liabilities due to securities sold with promised redemption

5 752 184

2 883 773

VI.

Liabilities due to debt securities issued – long-term

5 800 903

5 801 710

VII.

Other liabilities arising from financial instruments

608 005

242 258

VIII.

Special funds and other liabilities

353 418

257 484

IX.

Accruals and deferred income both timely and suspended

491 460

479 599

45 704

39 336

2. Other deferred and qualified income

445 756

440 263

Provisions

574 656

515 630

69 323

56 320

505 333

459 310

0

0

1.

Repayable on demand

2. With agreed maturities
III.

Liabilities to non-financial sector
1.

IV.

1.

X.

1.

Saving accounts

Current

Accruals

Deferred income tax provision

2. Other provisions – long-term
XI.
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Subordinated liabilities

No.

Liabilities

As at 31.12.2016

As at 31.12.2015

XII.

Basic capital (funds)

11 339 138

8 409 540

XIII.

Supplementary capital (funds)

643 460

614 445

XIV.

Revaluation capital (funds)

-82 276

-13 506

XV.

Other reserve capitals (funds)

232 331

232 331

1.

155 500

155 500

76 831

76 831

0

0

349 173

362 679

0

-252 104

67 258 176

43 419 051

30,6%

32.3%

General banking risk fund

2. Other
XVI.

Retained profit (accumulated loss)

XVII.

Net profit/loss

XVIII. Net profit deductions during the financial year (negative
value)
Total equity and liabilities
Solvency ratio*

* Provided data determined according to CRR. In note 8.2, ratio values discounting flow funds are provided as well.
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PROFIT AND LOSS ACCOUNT (IN PLN THOUSAND)
No.

Item

I.

Interest income

1 444 812

1 322 521

From the financial sector

129 001

117 417

2. From the non-financial sector

545 287

437 638

3. From the State sector

158 409

155 451

612 115

612 015

Costs of interest

847 064

686 258

1.

From the financial sector

207 029

217 357

2. From the non-financial sector

118 909

63 485

3. From the State sector

521 126

405 416

III.

Net interest (I-II)

597 748

636 263

IV.

Commission income

131 020

122 559

V.

Commission expense

10 926

12 288

VI.

Net commission (IV-V)

120 094

110 271

VII.

Revenues from shares, other securities and other variable-yield
financial instruments

9 747

4 724

9 747

4 724

Net financial operations

21 491

10 919

1.

21 491

10 919

1.

4. On fixed-income securities
II.

– From other entities
VIII.
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For the period
For the period
between 1.01.2016 between 1.01.2015
and 31.12.2016
and 31.12.2015

Securities and other financial instruments

IX.

Foreign exchange gains/losses

104 141

28 462

X.

Net banking operations

853 221

790 639

XI.

Other operating income

9 999

19 381

XII.

Other operating expenses

6 693

12 537

No.

Item

XIII.

Bank’s general administrative expenses

283 777

363 834

1.

159 875

145 085

2. Insurance and other benefits

34 995

31 402

3. Other

88 907

187 347

28 153

18 953

Salaries and wages

For the period
For the period
between 1.01.2016 between 1.01.2015
and 31.12.2016
and 31.12.2015

XIV.

Depreciation of tangible and intangible fixed assets

XV.

Charges to provisions and revaluation

821 336

582 471

1.	Write-offs to specific risk provisions and general banking risk
provisions

810 349

560 107

10 987

22 364

Release of provisions and revaluation

629 803

581 614

1.	Write-offs to specific risk provisions and general banking risk
provisions

629 803

581 614

0

0

191 533

857

353 064

413 839

0

0

353 064

413 839

3 891

51 160

0

0

349 173

362 679

2. Revaluation of financial assets
XVI.

2. Revaluation of financial assets
XVII.

Movements in provisions and revaluation (XV-XVI)

XVIII.

Operating result

XIX.

Gain/loss on extraordinary items

XX.

Profit/loss before taxation

XXI.

Income tax

XXII.

Other mandatory decrease in profit (increase in loss)

XXIII.

Net profit/loss

Warsaw, 23 March 2017
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GENERAL ADMINISTRATIVE EXPENSES AND AMORTIZATION/DEPRECIATION (PLN MILLION)
Item

Performance

Change compared
to 2015

2015

2016

nominal

%

382.8

311.9

-70.9

-18.5

Personnel expenses

171.5

188.1

16.6

9.7

Material costs

75.2

74.7

-0.5

-0.7

Funds’ reallocated costs

-9.6

-9.7

-0.1

1.0

126.7

30.6

-96.1

-75.8

78.6

0.0

-78.6

-100.0

19.0

28.2

9.2

48.4

General administrative expenses and amortization/
depreciation

BGF. PFSA and fee for Financial Spokesperson
including payment to BGF for SK Bank in Wołomin
Depreciation and amortization

VOLUME AND STRUCTURE OF THE BANK’S GROSS LOAN PORTFOLIO (IN PLN MILLION)
Item

2016

Change compared
to 2015

Performance

Structure

Performance

Structure

nominal

%

22 417.2

100.0%

27 352.4

100.0%

4 935.2

22.0%

18 864.4

84.2%

23 264.6

85.1%

4 400.3

23.3%

– special mention

1 097.9

4.9%

1 211.9

4.4%

113.9

10.4%

– non-performing

2 454.9

11.0%

2 875.9

10.5%

421.0

17.1%

– substandard

844.0

3.8%

1 174.7

4.3%

330.7

39.2%

– doubtful

1 118.2

5.0%

1 204.8

4.4%

86.5

7.7%

– loss

492.7

2.2%

496.5

1.8%

3.8

0.8%

620.9

-

723.2

-

102.3

-

Gross loan portfolio
– normal

Specific purpose provisions
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