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Brief assessment of BNP Paribas Bank Polska Standing in 2013  

In 2013, the BNP Paribas Bank Polska SA (the Bank) continued implementation of its growth strategy 
combined with effective cost optimisation and a prudent approach to risk. Despite the unfavourable 
macroeconomic situation in the first half of the year, the Bank delivered  satisfactory financial results, which 
derived from the successful implementation of the business strategy as well as registering last year almost 
the full effect of the cost optimization program initiated in 2012. Reduced expenses and improved operating 
efficiency led to a significant decrease of the cost-to-income ratio, which fell from 74.7% in 2012 to 69.1% 
in 2013. The prudent risk approach and  effective debt recovery efforts enabled the Bank to reduce cost of 
risk as well, recording a drop of the Bank’s NPL ratio from 11.3% in 2012 to 8.3% in 2013. As a result, the 
Bank's profit after taxation amounted to PLN 86.3 million, which was by PLN 57 million higher as compared 
to the result of 2012. 

The Bank’s net banking income grew slightly by 0.9% despite a material drop of market interest rates and 
lower positive impact of one-off items. 

In 2013 the Bank completed the project launched in 2012 to optimize its operational efficiency and reduce 
costs, mainly in the central and back office organization, whilst simultaneously continuing to invest 
selectively in its sales network and business lines. The  cost optimisation programme has brought PLN 80 
million savings a year. In execution of its cost cutting initiatives the Bank proved the ability to contain cost 
without hampering future business development. 

The Bank’s capital and liquidity position in 2013 remained satisfactory and enabled the Bank to implement 
its business plans and develop its credit activity for individuals, professionals and corporate customers.         
As at the end of 2013 the Bank's capital adequacy ratio amounted to 12.9%. 

The highlights of the Bank’s separate financial results in 2013 are: 

� The Bank’s total assets as at 31 December 2013 were higher than the total assets as at the 

end of December 2012 by PLN 407.9 million or 2%; 

Growth of the balance sheet total was due to receivables from clients and the available-for-sale investment 
portfolio. 

� Net loans to customers increased by 3.2% y/y 

The increase of the loan portfolio was driven by increase in the loan portfolio of large enterprises and active 
sale of consumer loans to individuals, in particular cash loans whose sales grew by 22.4% in comparison to 
2012. However, the economic slowdown especially in the first half of 2013 affected the demand for 
investment loans among small and medium enterprises; as at the end of December 2013, the portfolio of 
such loans remained slightly below the level as at the end of December 2012. 

� The share of non-performing loans in the Bank’s total loan portfolio  fell from 11.3% 

recorded at the end 2012 to 8.3% at the end of 2012. 

� Deposits from customers grew by 8.5% y/y 

Customer deposits increased due to the growth of balances on savings accounts held by individual 
customers, deposits in current accounts of both individual and corporate customers, likewise term deposits 
held by large enterprises; 

� The cost of risk decreased by 30.5% as compared to 2012  

The decrease in the cost of risk resulted from effective debt restructuring and recovery measures (including 
execution of the agreement on the sale of receivables due to the Bank from Vistula Group SA.) and 
improvement in the consumer loan portfolio quality and sale of part of non–performing loans portfolio. The 
cost of risk ratio went down to 0.6% as compared to 0.9% in 2012.  

PLN 20.0 million provisions were created for lawsuits related to derivative transactions entered into before 
2010;  

� The equity capital rose by PLN 58 million (3.4%) as compared to December 2012. 

� As at 31 December 2013 the capital adequacy ratio dropped to 12,9%compared to 14.5% as 

at the end of December 2012.  

� Net banking income increased by 1% compared to 2012. The net interest income was lower 

than in 2012 by 0.3%. 

The decrease in the net interest income and net trading income was compensated by growth in the net fee 
and commission income, net investment income on available-for-sale financial assets, other income and 
dividends. 

� Operating expenses including depreciation totalled PLN 550 million which was by 6.7% 
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lower than in the corresponding period of 2012 

The Bank’s operating costs (incl. depreciation) were reduced by PLN 39.2 million compared to 2012. The 
decrease in the Bank's operating expenses was attributable to consistent execution of a comprehensive 
structural programme of cost optimisation (4.7% drop in personnel costs, 24.1% fall of depreciation costs 
and 5% decrease in other expenses, including costs of rents, technology and IT systems, costs of debt 
recovery and telecommunications);. 

� Basic ratios: C/I ratio at 69.1%, ROA at 0.4%, ROE at 5,0% and book value per share at 

PLN 61.2 as at 31 December 2013. 

Slight growth of income combined with a material cost reduction and lower cost of risk contributed to the 
increase in the return on equity (ROE) up to 5.0% as compared to 1.8% noted in 2012; 

� A network of 224 branches and 9 business centers serve the Bank’s customers. As at 31 

December 2013, the total number of employees in the Bank amounted to 2,754 as compared 

to 2,773 as at 31 December 2012. 

� The Bank closed the year 2013 with a pre-tax profit totalling PLN 114 million, which was by 

PLN 69 million higher than in 2012, and a profit after taxation of PLN 86 million.  

The increase of the Bank's net profit resulted primarily from increasing revenues combined with significant 
cost reduction and decrease of cost of risk.  

 

Brief assessment of BNP Paribas Bank Polska Group Standing in 2013 and prospects 

Consequently the BNP Paribas Bank Polska SA Group (the Group) achieved profit after taxation of PLN 102.3 
million, which was by PLN 71.4 million higher as compared to the result of 2012 and an increase of ROE up 
to 5.8% compared to 1.9% in 2012. The net banking income increased 0.8% y/y while total costs decreased  
by 6.2%. The Group’s Cost-to-Income Ratio fell from 74.4% in 2012 to 69.2% in 2013. The gross loans 
portfolio totalled PLN 17.7 bln (increased by 1.8% y/y) and at the same time the NPL ratio fell from 11.2% 
in 2012 to 8.4% in 2013. 

The Group achieved a substantially lower cost of risk y/y (helped by the improvement of the quality of the 
loans portfolio and significant recoveries on a few large NPLs). 

The Group has completed implementation of a comprehensive structural programme of cost optimisation 
started in 2012. As part of the 95 identified initiatives, savings of PLN 86.6 million were planned. In 2013, 
all planned savings were executed. Additionally, with Supervisory Board support, the Bank participates in 
BNP PARIBAS group global savings program called "Simple & Efficient". As a result of actions taken, in spite 
of new investments in the Group development, the Group’s operating costs (including depreciation) in 2013 
decreased by PLN 37.8 million compared to 2012.  

In 2013, the Group continued to adapt its financing structure to current requirements. Credit facilities 
received decreased by 7.1% (PLN 538.8 million) as compared to 2012. The main components here are 
credits granted by the BNP PARIBAS group, which as at the end of December 2013 constituted 90.5% of 
total credit facilities received by the Group. The remaining part of loans facilities received by the Group was 
funding from the EIB and EBRD (to finance SME investment projects). The Group’s capital position remained 
stable, enabling for smooth operations and execution of plans. At the end of December 2013 the capital 
adequacy ratio amounted to 12.4%, while the TIER 1 ratio was at 9.7%. 

The Supervisory Board noted with satisfaction that the results of the Group in 2013 show strong profitability 
improvement driven by continued progress on strategy implementation across the 3 business pillars.  

The Group continued to work on its business model with a view of strengthening its competitiveness and 
market presence in its core activities. 

The Corporate and Transaction Banking (CTB) segment, which is attributable for 35% of Group 
revenues, pursued its strategy to i) maintain leading position with multinational corporations which are 
customers of the BNP PARIBAS group and to increase penetration in the segment of large and mid size 
Polish companies and ii) develop its integrated financing product offering, and new cross-selling 
opportunities with respect to corporate and SME customers. 

CTB focused in particular on further expansion of the product offering in the corporate sector  and 
development of the Structured Financing activity which focuses on acquisition financing, real estate 
financing and large syndicated facilities.  

The number of corporate clients increased by 9.4% YoY. In March 2013, CTB opened its third Business 
Centre in Warsaw, servicing exclusively Polish large and medium-sized companies, institutions and public 
sector entities. 

Fortis Lease Polska Sp. z o.o. the Bank’s fully owned subsidiary in cooperation with the Bank, offered lease 
of fixed assets, including real estate, means of transport, construction machinery and specialist equipment 
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for the industry. With a positive advice from the Supervisory Board, aiming at improvement of the business 
and cost efficiency the leasing business of the, has been incorporated into the Bank’s structure on 15 
February 2014. Leasing solutions are offered at the Bank now by the newly created Leasing Department, 
Financing based on leasing and credit facilities, with a growing share of lease products, is treated as a key 
factor to establish and maintain relations and is accompanied by very active cross-selling of other specialist 
services. 

In 2013, Retail Banking segment which accounts for 49% of the Bank's total net banking income, 
experienced important developments.    

In the Individual Clients segment, the Group continued the implementation of its strategy of client 
acquisition and portfolio growth through promoting consumer loans (cash and car loans) on attractive terms 
and combined with active current accounts. This strategy leverages the Group’s expertise in the consumer 
loan business due to the integration of the best-in-class Personal Finance. For affluent customers the 
Bank has introduced a new private banking offer, including brokerage office services. 

Throughout the year marketing activities dedicated to individuals were carried out under the slogan: “Let's 
Talk About Your Plans”. In 2013, the offer for individuals was enhanced  by new type of personal account 
and attractive deposit & investment products.  

Consequently, the sales of cash loans grew in 2013 by 22.4% as compared to the year 2012. The number of 
personal accounts by the end of 2013 exceeded 270 thousand and was by 4% higher as compared to the 
number of accounts recorded as at the end of 2012. Total balance of deposits placed by individual 
customers systematically showed an upward trend and grew by 18% at the end of 2013 compared to the 
end of 2012. The sale of investment products soared by 113% throughout 2013 compared to 2012. At the 
same time the share of products among the Bank's customers is systematically rising. 

In 2013, the Private Banking business, dedicated to the wealthiest individual customers enjoyed dynamic 
growth based on the new model and set-up launched in 2012.  

The Bank continued also the process of investing in its sales network, for example, 33 branches were 
opened or revamped under the New Branch Concept.  

Last year the Bank introduced important enhancement in the area of Digital Banking. A new Mobile Banking 
functionality was launched and the internet banking system for individuals - Pl@net – was modernized. 
Additionally, the Bank pioneered a new cash loan available fully online, under the name "iGotówka" (iCash).  

In the small and medium-sized enterprises (SME) and Micro segments,  RB pursued its strategy to 
capitalize on the historical strength of the bank in this area and continue development with the deepening of 
relationship with existing clients and acquisition of new ones. In 2013 a dedicated and comprehensive 
offering for the micro-entrepreneurs and professionals was developed through a new credit and business 
approach and accompanied by extensive product and communication campaign. It was noted that expansion 
in SME and Micro segments, including a significant increase of FX revenues was achieved in spite of  difficult 
market conditions characterised by low credit demand and slightly deteriorating risk indicators driven by the 
economic slowdown.  

 

The Board appreciates the efforts of the Bank’s Board of Executives, and of all its employees in pursuing the 
implementation of the business strategy, which resulted in good sales results, strong profitability 
improvement, cost reduction and good control of risk. While the cost reduction was obtained without 
hampering future growth. However, considering that the performance indicators such as cost-to-income 
ratio and ROE are not yet as good as achieved by majority of the Bank’s competitors. The Board takes note 
of the Bank’s sound capital and liquidity position and improved credit risk profile. The future is marked with 
a solid revenue growth potential supported by the expected forthcoming economic recovery. 

Implementation of the adopted business strategy through balanced and ambitious development of the 
activity in the core segments, appropriate risk control system, maintaining high effectiveness in the cost 
management area, boosting of operating revenues, improvement of financial results of the Bank, as well as 
ensuring high standards of customer service should remain the priorities for the management of the Bank 
for 2014.  

However, the realisation of this ambition will be influenced by the evolution of the domestic macroeconomic 
situation, evolution of the competitive environment and availability of financial resources for the Bank to 
develop its strategy, as well as by eventual changes in the regulatory environment. 

The prospects for the Bank’s activity development could be also materially influenced by the further 
implementation of the BNP PARIBAS group development strategy on the Polish market. 

The adoption of the strategic plan of organic growth does not exclude development through mergers and 
acquisitions on the Polish market at the same time. In December 2013 BNP PARIBAS group has reached the 
agreement with Rabobank Group for the purchase by BNP Paribas group of the 98.5% stake held by 



BNP Paribas Bank Polska SA | 2013 Report of the Supervisory Board of BNP Paribas Bank Polska SA 55

Rabobank in Bank Gospodarki Żywnościowej S.A. (“Bank BGŻ”), valuing Bank BGŻ at PLN 4.2 billion 
(approximately EUR 1 billion). The completion of the transaction is subject to obtaining the necessary 
regulatory approvals. 

In the Supervisory Board opinion, the acquisition of Bank BGŻ constitutes a major step towards attaining a 
critical size of the BNP PARIBAS group banking operations in Poland. This transaction, bringing together two 
complementary entities, will strengthen the capacity of BNP PARIBAS to provide its Polish clients with a full 
range of services. The combination of Bank BGŻ expertise, notably in the agri & food business and in e-
banking, with the existing operations of BNP Paribas Bank Polska will create a unique player among Polish 
banks with significant growth prospects.  

The Board supports the development plans submitted by the Management Board, being confident that 
changes and improvements introduced over the past years in order to generate additional revenues will 
continue to pay off in 2014, and will contribute, assuming no drastic change of business environment, to 
continuously rising financial performance over next years  and increasingly satisfactory benchmarking with 
the competitors. 

Similarly as in 2013, the Bank does not publish the financial projections for 2014. 

 

Evaluation of Internal Control System and Significant Risk Management 

The Supervisory Board positively assesses the Bank’s management system, including internal controls 
system and risk management system. 

The internal control system in the Bank operates under the Polish regulatory requirements and is adjusted 
to the standards of the BNP PARIBAS group. The purpose of the internal control system is to support 
decision processes in the manner that enables prevention of risks or their early detection, in particular by 
ensuring the following: 

� effectiveness and efficiency of the Bank’s business; 

� reliability of financial reporting; 

� compliance of the Bank’s business with law provisions and internal regulations; 

� security of transactions and assets. 

The internal control system of the Bank is composed of two categories of control:   

� permanent control (1st and 2nd level controls, including functional control and operational control) 
and 

� institutional control (3rd level control, including internal audit). 

The functional control and the permanent operational control are performed in line with the internal control 
rules binding at the Bank subject to the approval of the Board of Executive and the Supervisory Board. 
Operational permanent controls (FMPs-Fundamental Monitoring Points) are mandatory checks that 
contribute to the management of previously identified major risks by assessing them on a regular basis.  

Internal Control Coordination Committee (ICCC) operates as an advisory body to support the Board of 
Executives in effective management of the internal controls at the Bank and also the Audit Committee in 
monitoring of the effectiveness of internal control system. 

In line with the Compliance Risk Management Policy and due to local requirements Compliance provides to 
the Board of Executives and the Supervisory Board minimum once a year the report presenting the 
management summary of all key aspects, events or compliance incidents crucial for the monitoring of 
compliance risk at the Bank.  

The Audit Department (3rd level control) activity is performed with the required independence and 
objectivity as assured in the Audit Charter approved by the Board of Executives and the Supervisory Board. 
Pursuant to internal audit regulations binding in the BNP PARIBAS group the Audit Department's activity is 
supervised by the Audit Committee and is performed as part of Inspection Generale, internal audit of the 
BNP PARIBAS Group. It applies the audit methodology and the risk analysis, planning and reporting 
methodology adopted by the Group and it operates in compliance with Polish law. 

The Audit Department on regular basis notifies the Audit Committee of the Supervisory Board, and at 
appropriate intervals the Supervisory Board, of eventual weaknesses identified together with conclusions 
resulting from the internal audit assignments conducted likewise actions undertaken to remove these 
weaknesses or fulfil given recommendations.  

The major attention points  of the audit review of the internal control system are:  

� Continuously since 2009 growing number of complaints, which recorded a 23% increase in 2013 
compared to 2012 while the number of customers and number of transactions recorded a lower 
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change. The largest group of claiming clients (ca. 90%) are Individual customers of RB and PF Line.  
The highest losses or fees reimbursed were paid to RB Mass Retail customers. Total amount of losses 
or reimbursement increased y/y. 

� Total operational losses increased 80% compared to previous year (to PLN 18.9 mio). Mainly due to 
the compensation payment for FX options and external credit frauds.  

� In the operational loss reporting the Board attention was drawn to the claims concerning FX 
derivatives. In 2013 a positive evolution in solving several major cases took place based on mutual 
agreement with the claimant. 

� Total amount of external frauds incresed mainly due cash loans frauds and SME credit frauds while 
total amount of internal frauds decreased. 

� Changes in the organizational structure and in internal regulations implied some problems of 
responsibility identification.  

� Results of controls performed at Level 2 confirm that most areas where FMP exist, perform at 
satisfactory level. There is a visible improvement in control ratings, however some control result and 
incidents e.g. operational losses show that:  

o Level – 1 needs permanent development in a sense of quality and awareness of its 
importance among bank’s employees, discipline strengthening, and adjustment to the 
changes in environment and processes.  

o Level – 2 improved in development of controls however the FMP implementation project is 
still ongoing.  Additionally some units (CRC, Branch conrol) developed and executed other 
thematic controls which help to strengthen the internal control system  

� The regulatory recommendations issued after Polish Financial Supervisory Authority (KNF) inspection 
regarding AML activity conducted in 2012 have been reported as implemented. In Q4 2013 the KNF 
conducted a complex inspection in the Bank. 

The Supervisory Board analysed and approved the Annual Compliance Report. The Board positively assessed 
the level of the effectiveness of the compliance risk management system in the Bank, and approved of 
suggested correction actions to be taken in 2014. 

Having received the Audit Department evaluation of the Internal Control System, and based on the Audit 
Committee report, the Supervisory Board concludes that the internal controls system at the Bank’ is 
functioning effectively. However despite a visible improvement in internal control development and control 
ratings and development of control system, the business results, increasing number of operational losses 
and complaints show that system of internal control needs constant and particular management attention.  

 

General Meetings 

The Supervisory Board reviewed and presented their opinions on issues subject to resolutions of the General 
Meeting, including approval of financial statements and profit sharing proposal, resolutions on capital 
increase as well as the proposed changes in the Statute. 

The Annual General Meeting of BNP Paribas Bank Polska SA (AGM) was held on 4 April 2013, which adopted 
all submitted resolutions in respect to fiscal year 2012, including approval of separate and consolidated 
financial statements for 2012,  the approval of the discharge of duties of the Bank's authorities for 2012 and 
distribution of the 2012 profit earmarked  to increase the Bank’s own funds. 

Moreover, the AGM made the decision about reduction of the nominal value of shares with a concurrent 
increase of the Bank's equity capital by issuing series O shares, with pre-emptive rights excluded. On 3 June 
2013, the Extraordinary Meeting of Shareholders of the Bank was held, which determined parameters of the 
planned issue of series O shares and adopted resolutions on amendments to the Statute. However, finally 
the share offer was not completed. 

Following the adopted changes with respect to the share capital, the Extraordinary Meeting of Shareholders 
also adopted a new wording of Art. 6 of the Bank's Statute.  

The Extraordinary Meeting of Shareholders of 3rd June also resolved on amendments to Art. 9 of the Bank's 
Statute that confirm exclusion of the General Meeting's authorisation right to make decisions on purchase or 
sale of real estate (adoption of resolutions in this regard shall still remain within the competences of the 
Supervisory Board pursuant to Art. 15, para. 3, item 10 of the Bank's Statute). Additionally, Art. 15 item 3 
of the Bank's Statute has been amended as to the Supervisory Board's right to grant consent to investments 
in shares and stock of companies within the capital development.  

On 9 October 2013, at the Extraordinary General Meeting of the Bank a new decision was taken to increase 
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the Bank's share capital through the issue of 8,575,086 series "O" shares, with a concurrent decrease of the 
share capital by reducing the nominal value of each share from PLN 45.46 to PLN 35.00. The series "O" 
shares are to be made available to investors under a public offering, with pre-emptive rights of the existing 
shareholders excluded. Registration of capital increase in result of the new share issue should lead to an 
increase in the Bank’s equity and consequently an improvement in its capital adequacy ratio. The reduction 
in nominal value would not negatively affect the Bank’s capital level and capital adequacy ratios. 

Changes in the ownership and capital structure 

As at 31 December 2013, the share capital of the Bank was divided into 28,692,926 ordinary bearer shares 
with a nominal value of PLN 45,46 each and amounted to PLN 1,304,380,415.96 - registered and fully paid 
up.  

Series A to K shares were admitted and introduced to public trading. Actions taken in 2013 aimed at 
introduction of those shares to WSE listing were finally not completed as at 31 December 2013. It remains 
the Bank's intention to combine the introduction of those shares into stock exchange trading with the share 
free float increase planned for 2014. 

On 10 May 2013, the Bank registered the decrease of the Bank's share capital by PLN 130,265,884.04, i.e. 
to PLN 1,304,380,415.96, through the reduction of the nominal value of each share from PLN 50.00 to PLN 
45.46.  

The shareholder structure has not been changed as a result of the Bank's share capital decrease, it was only 
the nominal value of the stock held by specific shareholders in the share capital structure that changed. 

increased by approx. 0.02 pp, i.e. from 99.87% to 99.89%. 

BNP PARIBAS group, as ultimate controlling shareholder, holds (indirectly through BNP Paribas Fortis SA/NV 
and Dominet SA), 28,661,545 shares in the Bank representing a 99.89% stake in the share capital BNP 
PARIBAS group, and giving the right to exercise 28,661,545 of total votes at the general meeting. The free 
float, i.e. shares held by minority shareholders included 31,381 shares i.e. 0.11% of all the Bank's shares 
and the same number of votes. 

The Supervisory Board fully supported the Bank’s management in actions taken to conduct a capital 
increase through issuance of new shares aimed to reach free float of 15% and thus to fulfil the commitment 
of the BNP PARIBAS group towards the Polish Financial Supervision Authority (PFSA). The planned public 
offering of the series "O" shares, based on the issue prospectus approved by the PFSA on 19 June 2013, 
was suspended and finally not carried out in view of a highly unfavourable market situation at the Warsaw 
Stock Exchange. In the third quarter of 2013, the Bank continued its endeavours to fulfil the commitment, 
however on 18 December 2013, the proceedings before the PFSA aimed at the approval of the Bank’s issue 
prospectus prepared in relation to the offering of series O shares of the Bank (on the basis of the resolution 
of the EGM of 9 October 2013) were suspended by the PFSA. Discontinuation of work on the offering by the 
Bank and applying for the suspension of the proceedings was related to information received by the Bank 
from BNP PARIBAS group, on planned acquisition of the shares in Bank Gospodarki Żywnościowej S.A. 

As a consequence, the Bank's new share issue and free float increase did not materialize within the time 
frame assumed, i.e. by the end of 2013. 

 

Changes in the composition of the Supervisory Board  

As at 31 December 2012, the Supervisory Board composition was as follows: 

1.  Camille Fohl Chairman  

2.  Jarosław Bauc  Deputy Chairman, independent  

3.  Filip Dierckx Vice Chairman 

4.  Monika Bednarek  Supervisory Board’s member, independent 

5.  Francois Benaroya Supervisory Board’s member 

6.  Jean Deullin Supervisory Board’s member 

7.  Helene Dubourg Supervisory Board’s member 

8.  Andrzej Wojtyna Supervisory Board’s member, independent 

Mr Camille Fohl, who took up new duties in the BNP PARIBAS group, resigned from his function of the 
Chairman and membership in the Bank’s Supervisory Board effective the date of holding the Annual General 
Meeting. Camille Fohl served on the Supervisory Board since 26 June 2009. 

On 04 April 2013 the Annual General Meeting of Shareholders appointed to the Supervisory Board two new 
members: 
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� Jean-Paul Sabet, Deputy Head of the BNP PARIBAS group's International Retail Banking (IRB); 

� Yvan De Cock, Member of the Executive Committee and Head of Corporate and Public Sector 
Banking of BNP Paribas Fortis SA/NV. 

At the Supervisory Board meeting, held after adjournment of the AGM on 4 April 2013, Mr Jean-Paul Sabet 
took up the function of the Chairman of the Bank's Supervisory Board. 

As at 31 December 2013, the Supervisory Board composition was as follows: 

1.  Jean-Paul Sabet Chairman  

2.  Jarosław Bauc  Deputy Chairman, independent  

3.  Filip Dierckx Vice Chairman 

4.  Monika Bednarek  Supervisory Board’s member, independent 

5.  Francois Benaroya Supervisory Board’s member 

6.  Yvan De Cock Supervisory Board’s member 

7.  Jean Deullin Supervisory Board’s member 

8.  Helene Dubourg Supervisory Board’s member 

9.  Andrzej Wojtyna Supervisory Board’s member, independent 

 

Review of 2013 Supervisory Board meetings 

In 2013, the Supervisory Board held eleven (11) meetings and adopted 48 resolutions. 

Recurring issues discussed at the meetings included financial performance of the Bank and results by 
business lines, review of financial statements, the balance sheet key equilibriums, evolution of the loan 
portfolio of the bank, its risk management as well as adopted risk strategy, the human resources evolution,  
strategic discussions on financial and business prospects of the Bank and issues and/or reports from the 
regulator, brought to the attention of the Board by the Audit Committee.  

The Board was presented at regular intervals by the CEO with reports on business development of business 
lines Corporate & Transaction Banking, Retail Banking and Personal Finance and discussed the related 
business development strategies. These strategies and respective achievements were assessed against 
market performances and their merits of developing sustainable income growth within a controlled risk 
profile. 

The Board was regularly briefed on developments in economic situation in Poland and the Bank’s 
performance in comparison to competitive banks and the banking sector. 

The Board followed closely the execution of restructuring project, which involved operational efficiency 
improvements mainly in support functions and an FTE redundancy plan. The Board noted with satisfaction 
the completion of this programme. 

The Board approved changes in the organizational structure of the Bank and respective shifts in the 
responsibility of the members of the Board of Executives.  

The Board also took note and discussed in several meetings the review of the execution of the Recovery 
Programme for BNP Paribas Bank Polska SA. The Supervisory Board approved in May 2013 the update of the 
Recovery Program prepared by the management in response to the requests received from the regulator.   

The Board paid special attention to monitoring of the risk management and received on regular basis 
a summary Risk reporting dashboard for counterparty, market and operational risk.  

The Board was presented with detailed overviews of credit risk with focus on the exposures secured by real 
estate (residential and/or commercial mortgages) and exposures related to financing real estate, monitored 
under Recommendation S. The Board received necessary information about the risk level and quality of real 
estate portfolio; both the elements of the past and new production were discussed and how they impact the 
quality of the portfolio. The Board inquired also on the elements of the process of evaluation of collateral.  

The Board approved reduction of LTV levels for commercial properties in capex financing (SME&CTB) and 
new down-payment conditions as now required under new Recommendation S on best practices regarding 
risk management of credit exposures secured by mortgage issued in June 2013 by KNF. These changes 
were reflected in the amended Risk Management Strategy. 

During the year the Board also closely monitored the portfolios of loans denominated in CHF, with focus on 
mortgage loan portfolio and the actions taken to mitigate risk related to this portfolio. 
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The Board was presented with reviews of portfolios falling under Recommendation S and Recommendation T 
and a report on results of Stress testing of ‘Recommendation T’ portfolio. 

In compliance with recommendation M, the Board approved new terms of operational risk appetite and 
tolerance formulated in the Operational Risk Management Policy of BNP Paribas Bank Polska SA and 
accepted the  limit of operational risk appetite that the Bank is ready and prone to assume a priori, 
containing sub limits for particular risk categories. 

The Board was presented with the plans to launch the Capital Development activity in Poland and 
consequently approved limits for investments in shares or holdings of companies in order to generate mid- 
and long-term profits from capital value growth, with the intention of reselling them in the future in order to 
facilitate this business activity. 

The Board was properly informed on significant agreements signed by the Bank, in particular major credit 
agreements. The Board took note of loan agreements which exceeded the internal lending limit of PLN 
100 million with respect to credit facilities, as duly approved by the acting Credit Committees. 

The Board took note of the agreement concluded by the Bank with BNP PARIBAS based in Paris intended to 
extend the maturity of the Bank’s CHF funding. The collateralized uncommitted loan facility agreement was 
finally signed in January 2014. Under this Agreement, BNP PARIBAS opened the uncommitted credit line for 
the Bank (up to the equivalent of CHF 810 million) that replaced the current financing of the major part of 
the CHF-denominated mortgage loans granted by the Bank. The funds from the new line will be earmarked 
for repayment of the current funding and simultaneously will ensure new funding for those loans.  

The Board confirmed the consolidated text of the Statute of BNP Paribas Bank Polska SA based on the 
formerly binding consolidated text of the Statute including the amendments introduced under resolutions of 
General Meetings held on June 3, 2013.  

The Board approved the project of the planned integration of the leasing activity into the structures of the 
Bank by means of a transfer of the enterprise of Fortis Lease Polska Sp. z o.o. (FLP) as remuneration for the 
shareholdings redeemed and, pursuant to Article 15; item 3, section 10 of the Bank's Statute, granted its 
consent for the purchase of all the real properties included in the enterprise of FLP. 

The Board passed resolutions on approval of new or updated strategies and policies pertaining risk and 
internal control, as required under Polish law and internal regulations, including: 

� amended “Risk Management Strategy for BNP Paribas Bank Polska SA”; 

� amended “Variable Compensation Policy for executives and other individuals who have a significant 

influence on the risk profile  at BNP Paribas Bank Polska SA”; 

� amended “Operational Risk Management Strategy and Policy of BNP Paribas Bank Polska SA”; 

� amended “Capital management principles” and “Credit risk stress testing methodology”;   

� amended “Audit Charter”; 

� updated “Internal Control Rules in BNP Paribas Bank Polska SA”. 

The Board received and based on Audit Committee’s recommendation approved the “Annual Audit Report for 
2013” and the “Annual Compliance Report for 2013”. 

 

Summary on activity of Board Committees 

In accordance with the rules of the Code of Best Practices of WSE Listed Companies, supplemented in 2010, 
as adopted by the Bank, within the meaning of Article 14 of the Bank’s Statute, and in accordance with the 
requirements of the Act on statutory auditors and their council, entities authorized to audit financial 
statements, two standing committees are convened within the Supervisory Board, namely: the 
Compensation Committee and the Audit Committee. 

• Summary of Compensation Committee activity in 2013 

As at 31 December 2012 the Compensation Committee was composed of: 

1. Camille Fohl Chairman 

2. Filip Dierckx  Committee Member 

3. Monika Bednarek Committee Member, independent 
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As from at April 4 2013, following the resignation of Mr. Fohl from the Bank's Supervisory Board, Mr. Sabet 
took over as Chairman of the Compensation Committee. As at December 31, 2013, the Committee was 
composed of: 

1. Jean-Paul Sabet Chairman 

2. Filip Dierckx Committee Member 

3. Monika Bednarek Committee Member, independent 

 

The  Compensation Committee operated within the Bank's Supervisory Board pursuant to the provisions of 
Regulations of the Supervisory Board and the Variable Compensation Policy for executives and other 

individuals who have a significant influence on the risk profile  at BNP Paribas Bank Polska SA (VCP, Policy), 
[VCP last update dd. 17 June 2013].  

The composition, rules of operation and competences of the Compensation Committee are determined in 
and the Regulations of the Compensation Committee of BNP Paribas Bank Polska SA as approved by the 
Supervisory Board. 

The Committee takes decisions based on a consensus and in case of lack of unanimity the issue is presented 
to the decision of the Supervisory Board.  

Each year the Compensation Committee is obliged to provide the Supervisory Board with a report on the 
Compensation Committee’s activity, within the deadline that will make it possible for the Supervisory Board 
to review it before the Supervisory Board’s annual report evaluating the Bank’s performance. 

In 2013 the Compensation Committee held 4 meetings, including 2 organized as teleconferences on 
February 13th and June 17th and 2 on the occasion of Supervisory Board meetings on March 7th and May 
07th and signed 5 decisions.  
  
The Committee opinionated or took decisions in the following matters: 

� Discussed the Bank’s results in 2012 considering the relevant performance criteria defined in the 
Variable Compensation Policy for executives and other individuals who have a significant influence on 
the Bank’s risk profile at BNP Paribas Bank Polska SA (VCP); 

� Having received formal information from the Board of Executives that due to not achieving the annual 
financial result planned for 2012 fiscal year, the condition of activating the regulatory bonus pool has 
not been met, the Committee supported the BOE recommendation to reward those employees whose 
input and commitment in the year 2012 was substantial. The Committee recommended to grant to 
those employees discretionally awards within a pool determined by the Board of Executives for each 
area of the Bank. 

� Recommended to determine the total envelop to be allocated to variable compensation (including 
commercial premiums in the RB network) and discretionally awards for 2012. 

� Decided on the variable compensation payment for 2012 for the members of the Board of Executives 
and approved the payment of additional compensation ( Top Up Bonus) for 2012  for 2 members of 
the Board of Executives. 

� Resolved to adjust the compensation terms of two members of the Board of Executives. 

� Approved an additional compensation payment for an expat BOE member with regard to protection of 
a 20% percentage of gross expatriation salary against exchange rate fluctuations between EUR/PLN 
i.e. between the currency of home  location and the currency of host location.  

� Confirmed the right to receive deferred financial bonus based on DCS 2010 units programs applied in 
BNP Paribas Group for the CEO. 

� Agreed on the recommendation to the Supervisory Board on the level of directors’ fees to be 
presented to the AGM. Considering the lagging financial performance of the Bank, it was 
recommended to maintain the fees on the current level. 

� In May 2013 the Committee reviewed the status of implementation of the "Variable Compensation 
Policy for Executives and other Individuals who Have a Significant Influence on the Risk Profile at BNP 
Paribas Bank Polska SA" (“VCP”). In 2013, for the first time, a portion of variable compensation 
awarded for 2012 to the Executives and other employees covered by the Policy was deferred for 
payment in future periods. The review covered in particular the list and variable compensation of 
people whose impact on risk profile was significant in 2012. As required by law, the Committee 
reviewed the level of variable compensation for individuals on management positions related to risk 
management and compliance covered by the VCP. 

� Agreed on the proposed list of employees regulated by VCP for 2013, i.e. list of the employees whose 
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activity actually has a considerable impact on the Bank’s risk profile, drawn up by the Management 
Board.  

� The Committee supported the recommendation to introduce amendments into the VCP Policy, 
including amended definition of considerable impact on the Bank’s risk profile corresponding to the 
participation in various decision-making committees, amended list of employees covered by the 
Policy, and few alignments of the Policy to BNP PARIBAS Group schedules and terms of payment of 
deferred part of compensation. The final proposal on amended VCP was presented and approved by 
the Supervisory Board in June 2013, once the changes in the Bank’s various internal committees’ 
regulations have been introduced. 

• Summary of Audit Committee activity in 2013 

On December 31, 2012, the Audit Committee composition was as follows: 

1. Filip Dierckx Chairman 

2. Jarosław Bauc Committee Member, independent 

3. Helene Dubourg Committee Member 

4. Andrzej Wojtyna Committee Member, independent 

The composition of Audit Committee has been changed in 2013 after appointment to the Supervisory Board 
by the AGM of April 4, 2013, Mr. Yvan De Cock, representing BNP Paribas Fortis joined as member. 

As from April 4, 2013 until December 31, 2013 the Audit Committee composition was as follows: 

1. Filip Dierckx Chairman 

2. Jarosław Bauc Committee Member, independent 

3. Yvan De Cock Committee Member 

4. Helene Dubourg Committee Member 

5.  Andrzej Wojtyna Committee Member, independent 

The composition and rules of operation of the Audit Committee are determined in the Regulations of the 
Supervisory Board and the Audit Committee Regulations approved by the Supervisory Board.  

All members of the Audit Committee have knowledge and experience in economy and accounting in the 
scope relevant to the activity of the Bank. 

The Audit Committee plays an advisory role in order to increase the effectiveness of operation of the 
Supervisory Board through preparation and delivery of objective information/ recommendations to facilitate 
the decision-making process for the benefit of the Bank. The  main responsibilities of Audit Committee as 
defined in the Bank’s Statute, are:   

• supervision over the internal audit activity; 

• monitoring the financial reporting process; 

• monitoring efficiency of internal control systems, internal audit and risk management; 

• monitoring the performance of financial review activities, including: making recommendations to the 
Board in relation to the selection of an entity authorized to audit financial statements of the Bank and 
monitoring the independence of a statutory auditor and an entity authorised to audit financial 
statements; 

• ensuring good communication and co-operation between the statutory auditor, internal audit and the 
Board. 

The Audit Committee issues recommendations and provides opinions based on a consensus. The 
recommendations and opinions are presented to the Supervisory Board by the Committee Chairman. The 
Audit Committee submits annual reports on its activity to the Supervisory Board. 

 
In 2013 the Audit Committee held 5 meetings, which were organized together with Supervisory Board 
meetings of March 7th, May 7th, August 29st ,October 29th  and December 10th . 
 
Under its competence, throughout the year 2013, the Audit Committee (AC) debated on the following 
matters: 

� Monitored the effectiveness of the internal audit activity, in particular through supervision of the 
Bank's Audit Department; discussing at each meeting reporting on internal audit assignments, 
issued recommendations, organizational issues and Audit Department’s staffing & budget; 
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� Received an analysis of remuneration of the Audit Department employees, which is a compulsory 
report prepared in line with the Audit Card and pursuant to KNF Resolution no. 258/2011. It was 
concluded that in general the basic salary of persons employed on auditor and senior audit specialist 
positions remains at the market level. Differences may result in particular from competencies and 
experience of persons on those positions. Any suggestions from the report on remuneration 
adjustment for indicated positions are to be tackled during next remuneration adjustment. 

� Approved changes in the Audit Plan for 2013 and amendments thereof; 

� Endorsed changes in the Audit Charter; 

� Issued a positive recommendation to the Supervisory Board on appointment of Mazars Audyt Sp. z 
o. o. as the Bank’s external auditor for review of Q1 and Q3 financial accounts and contracting 
Mazars for additional assignment in the process of executing the public offering of new shares 
including Prospectus preparation. 

� Conducted supervision of the work performed by statutory auditor and provided opinion on the 
audit plan submitted by the statutory auditor, monitored adherence to the policy of the external 
auditors’ independence and objectivity; 

� Discussed over the audit of the financial statements for 2012 and review of the financial statements 
for the 1st half of 2013 by the statutory auditor and issued positive recommendations on approval 
of these financial statements for publication; 

� Discussed the Letter to the Management for 2012 by Mazars’ and reviewed of the responsiveness of 
management to the recommendations made in the external auditor’s management letter;  

� Reviewed of the Bank’s performance and financial standing before publication of the quarterly 
reports of BNP Paribas Bank Polska SA; 

� Advised on issues related to harmonization of local financial reporting standards with Group 
accounting for consolidation purposes, including on the issue of reconciliation of intercompany 
transactions in group and local reporting; 

� Discussed Internal Capital management and issued positive recommendation on amendments 
proposed in the principles regarding public disclosure of information on capital adequacy; 

� Reviewed the recommendations issued by the Internal Audit and monitored their implementation 
according to schedule. 

� Took note of the new methodology of audit recommendations issuance and monitoring. 

� Followed up closely on implementation of recommendations issued by the Financial Supervision 
Authority (KNF) issued after the last comprehensive audit performed in Q4 2010  and after the 
audit of Anti-Money Laundering system performed in Q4 2012; based on Compliance & Control 
reporting on a quarterly basis; 

� Monitored further development of 1st and 2nd level of permanent internal controls. This included 
activity of the Internal Control Coordination Committee, update of Internal Control Rules (unified 
scope and performance of controls), progress in the process of FMP implementation (coordinated by 
local 2OPC).  Necessary improvements of internal controls and risk management were discussed.  

� Issued recommendation to the Supervisory Board on approval of further amendments to Internal 
Control Rules, which included i) update of definitions of operational permanent control, functional 
control and internal control system, and provisions regarding the evaluation of the effectiveness 
and correctness of operational control mechanism, ii) adjustments due to the new Recommendation 
M and KNF Resolution on internal control and risk. 

� On regular basis received and discussed operational loss events reporting. Considering new 
requirements under Recommendation M, the AC followed on determination of the amounts and 
monitoring of operational risk appetite and tolerance limits utilization. 

� Particular attention of the AC was drawn to the claims concerning FX derivatives. 

� Discussed new requirements from Recommendation M on operational risk management issued by 
KNF in January 2013, including implementation schedule developed by Operational Risk 
Department and the gap analysis. The  adequacy of internal procedures and conformity with 
Recommendation M requirements were verified by Internal Audit (in August/ September 2013). 
Then AC took note of the status of  implementation of KNF Recommendation M, which reached 99% 
rate.  

� Based on the BNP PARIBAS Group Compliance methodology, Compliance has prepared an 
assessment of Compliance risk factors. The assessment has been then discussed with respective 
Group function for assessment and validation of results. 

� The AC took note of the Pillar III disclosure, which has been published on the Bank’s website. 

� Issued recommendations to the Supervisory Board on approval of amended risk strategies’ 
documents.  
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� Issued recommendation to the Supervisory Board on approval of amendments in Compliance Risk 
Management Policy of BNP Paribas Bank Polska S.A., which included mainly i) adjusting the 
Compliance scope and Compliance risk definition to the BNP PARIBAS IRB standards and ii) adding 
a description re. Bank’s attitude towards the risk, adding responsibility of Compliance for risk 
assessment in the new products implementation process and for reporting directly to the 
Supervisory Board each time there is a non- manageable case or a breach of conflict of interest 
rules according to requirements described in the KNF’s Recommendation M. 

� Discussed the BOE proposal and issued positive recommendation to the Supervisory Board to 
formally approve Deloitte as the new external Auditor for the BNP Paribas Bank Polska Group for 
2014-2017. 

� The AC was informed about main findings after the KNF complex audit performed in Nov-Dec 2013. 
The AC requested that the plan of implementation of KNF recommendations is presented to the 
Committee and then its execution reported on quarterly basis. 

The Audit Committee fulfilled all its duties imposed in the current legal environment. 

Having analysed the annual reports of the Internal Audit and Compliance & Control and Audit Assessment of 
the internal control system in the Bank, the Audit Committee noted with satisfaction the following positive 
developments in 2013: 

� Visible progress in implementation of the operational permanent controls network  - 2nd level 
controls - according to BNP Paribas IRB model (using Fundamental Monitoring Points – FMPs); 

� Implementation of Recommendation M regarding Operational risk management;  

� Visible improvement in internal controls development and in control ratings;  

� Completion of implementation of all regulatory recommendations issued after previous inspections 
(conducted in 2010 and 2012);  

� Execution of the audit plan, including 21 assignments carried out and additional incidents and 
problems analyses.   

The Audit Committee concluded with positive assessment on the functioning of the Bank’s internal control 
system, as adequate to the identified risks and well developed. However, despite improvement of control 
ratings and visible development, the system of internal control needs constant and particular management 
attention. Considering some control result and incidents (still increasing number of operational losses and 
complaints) the Audit Committee recommended that:  

� at Level – 1 controls: still permanent development is needed in a sense of quality and awareness of 
its importance among bank’s employees and adjustment to the changes in environment and 
processes, and  

� at Leve-2: continuation of the FMP project and thematic controls to help strengthen control 
environment. 

 

Annual accounts and Board of Executives’ Reports 

The Supervisory Board reviewed the consolidated Board of Executives’ Report on BNP Paribas Bank Polska 
Group’s business activity in 2013 as well as the audited Annual Consolidated Financial Statements of BNP 
Paribas Bank Polska Group for 2013, comprising: 

1). Consolidated balance sheet as at 31 December 2013 disclosing total assets and liabilities amounting to 
PLN 21,117,256 thousand; 

2). Consolidated profit and loss account for the period from 1 January 2013 to 31 December 2013 
disclosing a net profit amounting to PLN 102,283 thousand; 

3). Consolidated statement of comprehensive income for the period from 1 January 2013 to 31 December 
2013 disclosing a total income of PLN 73,924 thousand; 

4). Capital adequacy ratio of 12.36%; 

5). Consolidated statement of changes in equity for the period from 1 January 2013 to 31 December 2013 
disclosing an increase in the consolidated equity by PLN 73,896 thousand; 

6). Consolidated cash flow statement for the period from 1 January 2013 to 31 December 2013 disclosing 
an increase in cash balance by PLN 690,823 thousand; 

7). Notes to the consolidated financial statements comprising a summary of significant accounting policies 
and other explanatory notes.  
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The Supervisory Board reviewed the separate Board of Executives’ Report on BNP Paribas Bank Polska SA 
business activity in 2013 as well as the audited Annual Separate (Non-consolidated) Financial Statements of 
BNP Paribas Bank Polska SA for 2013, comprising:  

8). Separate balance sheet as at 31 December 2013 disclosing total assets and liabilities amounting to PLN 
19,653,614 thousand; 

9). Separate profit and loss account for the period from 1 January 2013 to 31 December 2013 disclosing 
a net profit amounting to PLN 86,271 thousand; 

10). Separate statement of comprehensive income for the period from 1 January 2013 to 31 
December 2013 disclosing a total income of PLN 58,311 thousand; 

11). Capital adequacy ratio of 12.86%; 

12). Separate statement of changes in equity for the period from 1 January 2013 to 31 December 
2013 disclosing an increase in the separate equity by PLN 58,283 thousand; 

13). Separate cash flow statement for the period from 1 January 2013 to 31 December 2013 
disclosing an increase in cash balance by PLN 613,734 thousand; 

14). Notes to the financial statements comprising a summary of significant accounting policies and 
other explanatory notes. 

Based on the audit of the consolidated and non-consolidated financial statements as at the year-end (i.e. as 
at 31 December 2013), Mazars Audyt Sp. z o.o. issued unqualified opinions on these financial 
statements. 

Having considered the Audit Committee’s positive opinion, the Supervisory Board approved of the Board of 
Executives’ Reports on BNP Paribas Bank Polska SA and its Group’s business activity in 2013 and submits 
the BNP Paribas Bank Polska statutory and Group’s Financial Statements for 2013 for the consideration of 
the Annual General Meeting to be held on 7 April 2013. 

 

Distribution of the net profit for 2013 

As a result of its activity in the 2013 fiscal year, the Bank generated on a statutory base a net profit in the 
amount of PLN 86,270,586.52 (say: eighty six million two hundred seventy thousand five hundred eighty 

six and 52/100). 

Having considered the Board of Executives’ motion, the Supervisory Board submits and recommends to the 
AGM to adopt a resolution on the distribution of the 2013 profit in the following way: 

� the portion of the profit in the amount of PLN 7,000,000 to be allocated for additional capital, 

� the portion of the profit in the amount of PLN 79,243,028.81 to be allocated to general risk fund, 

� the remaining portion of the profit in the amount of PLN 27,557.71 to be allocated to retained profit. 

 

Materials for the Annual General Meeting comprise the audited Consolidated and Separate Financial 
statements, the Reports of Board of Executives on the Bank’s and Group activity in 2013 and this Report of 
the Supervisory Board. 

 

 

Warsaw, 7 April 2014 
 


