NARODOWY BANK POLSKI

Financial Statements
of Narodowy Bank Polski
as at 31 December 2023






Contents

Balance Sheet of Narodowy Bank Polski 5

Profit and Loss Account of Narodowy Bank Polski 6

Notes 7

1. Introduction 7

1.1. Legal basis, scope of activities and bodies of NBP 7

1.2. Legal basis of preparation of the financial statements 8

1.3. Period covered by the financial statements 9

1.4. Certified auditor and its selection 9

1.5. Information on the adoption and approval of NBP financial statements for the year 2022 9

2. Description of significant accounting principles 9

2.1. Basic accounting principles 10

2.2. Going concern 10

2.3. Recognition of transactions in the accounting books of NBP 10

2.4. Valuation as at the balance sheet date 11

2.5. Events after the balance-sheet date 12

3. Changes in accounting principles 12

4. Values based on professional estimates 12

5. Explanatory notes 14

Note1 Gold and gold receivables 14

Note 2  Receivables from and liabilities to the IMF 15

Note 3  Other financial assets 17
Note 3.1 Balances with foreign institutions, debt securities, loans granted and other

foreign assets 19

Note 3.2 Debt securities held for monetary policy purposes 21

Note 3.3 Other financial assets 21

Note 3.4. Sundry 23

Note4 Tangible fixed assets and intangible assets 24

Note5 Banknotes and coins in circulation 27

Note 6  Other financial liabilities 27

Note 6.1 Liabilities related to monetary policy operations 29

Note 6.2 Other liabilities denominated in domestic currency 30

Note 6.3 Liabilities denominated in foreign currency 31

Note 6.4 Sundry 32

Note 7  Provisions for liabilities 32

Note 8  Accruals, prepaid expenses and deferred income 33

Note 9 Net Equity 34

Note 9.1 Revaluation accounts 37

Note 9.2 FX risk provision 39



Note 9.3 Financial result

Note 10

Off-balance-sheet items

Note 10.1 Spot transactions recognised on off-balance-sheet accounts

Note 10.2 Debt securities purchased or sold in a forward transaction
Note 10.3 Futures

Note 11
Note 12

Net result on interest

Net result on financial operations

Note 12.1 Net realised gains/losses
Note 12.2 Unrealised losses

Note 13
Note 14
Note 15
Note 16
Note 17
Note 18
Note 19

Net result on commissions and fees

Income on shares and participating interests
Salaries

Administrative expenses

Depreciation and amortisation expenses
Expenses on issue of banknotes and coins

Other income and other expenses

6. Other explanatory notes

Note 20
Note 21

Other issues

Events after the balance sheet date

7. Financial, operational and tax risk

7.1. Financial risk

7.1.1. Credit risk
7.1.1.1. Credit risk in foreign currency reserve management

7.1.1.2. Credit risk underlying domestic operations

7.1.1.2.1. Debt securities

7.1.1.2.2. Claims on credit operations

7.1.2. Liquidity risk

7.1.2.1. Maturity analysis for financial liabilities in foreign currency
7.1.3. Interest rate risk

7.1.4. Foreign exchange rate risk and gold price risk

7.1.5. Equity (equity indices) price risk

7.1.6. Risk related to market value of financial assets and liabilities and off-balance-sheet

financial instruments

7.2. Operational risk
7.3. Tax risk

39
40
41
42
42
42
47
47
50
52
53
53
54
55
55
55

55

55
56

56

57

57
58
60
60
61
61
62
63
64
67

67
69

70



Balance Sheet of Narodowy Bank Polski

Balance Sheet of Narodowy Bank Polski

as at 31 December 20231
31.12.2023 31.12.2022
PLN thousand
1. Gold and gold receivables 1 93,591,432.7 58,650,238.7
2. Claims on non-residents denominated in foreign currency 669,677,006.4 675,407,337.1
2.1.  Receivables from the IMF 2 28,497,233.9 31,411,666.6
2.2. Balances with foreign institutions, debt securities, loans granted and other foreign 31 641,179,772.6 643,995,670.5
assets
6. Other claims on credit institutions denominated in domestic currency 7.8 169.2
7. Debt securities of residents denominated in domestic currency 3.2 138,887,605.0 140,673,185.5
10. Other assets 1,489,034.4 1,497,159.3
10.1.  Tangible fixed assets and intangible assets 4 983,611.8 1,016,124.3
10.2.  Other financial assets 33 288,890.2 303,134.2
10.3.  Off-balance-sheet instruments revaluation differences 10 32,204.6 34,734.7
10.4.  Accruals and prepaid expenses 8 55,447.5 49,683.9
10.5.  Sundry 34 128,880.2 93,482.2
Total assets 903,645,086.3 876,228,089.8
0 [ANE 31.12.2023 31.12.2022
Llablhtles m PLN thousand
1. Banknotes and coins in circulation 5 377,521,375.0 368,611,663.5
2. Liabilities to credit institutions related to

monetary policy operations denominated in domestic currency 6.1 74,421,1416 55,112,907.5

2.1. Current accounts (incl. the required minimum reserve
accounts) 48,914,397.0 34,914,457.6
2.2. Deposit facilities 25,506,744.6 20,198,449.9
3. Other liabilities to credit institutions denominated in domestic currency 6.2 2,581,882.6 940,440.8
4. Liabilities due to issued securities denominated in domestic currency 6.1 303,071,103.1 252,181,174.3
5. Liabilities to other residents denominated in domestic currency 6.2 11,946,940.4 11,883,806.3
5.1. Liabilities to general government 10,338,349.3 10,792,940.6
5.2. Other liabilities 1,608,591.1 1,090,865.7
6. Liabilities to non-residents denominated in domestic currency 6.2 4,081,562.3 4,124,197.2
7. Liabilities to residents denominated in foreign currency 6.3 45,645,528.6 59,010,072.3
8. Liabilities to non-residents denominated in foreign currency 6.3 67,515,057.8 53,625,136.0
9. SDR allocation 2 27,878,502.6 30,871,510.9
11.  Other liabilities 452,449.9 430,621.7
11.1.  Off-balance-sheet instruments revaluation differences 10 16,914.1 2,404.1
11.2.  Accruals and deferred income 8 108,880.7 97,303.7
11.3.  Sundry 6.4 326,655.1 330,913.9
12. Provisions 213,806.0 15,281,500.7
12.1. FXrisk provision 9.2 0.0 15,078,591.4
12.2.  Provisions for liabilities 7 213,806.0 202,909.3
13. Revaluation accounts 9.1 35,017,440.4 50,056,738.6
14. Capital and reserves 9 1,500,000.0 1,500,000.0
15.  Financial result 9.3 -48,201,704.0 -27,401,680.0
15.1.  Financial result for the financial year -20,800,024.0 -16,943,670.7
15.2.  Loss of previous years -27,401,680.0 -10,458,009.3
Total liabilities 903,645,086.3 876,228,089.8

! In the Balance Sheet of NBP, the items which are not used or which show a zero balance in both presented periods
have been omitted.
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Profit and Loss Account of Narodowy Bank Polski

Profit and Loss Account
of Narodowy Bank Polski
for the year ended 31 December 2023

_ PLN thousand

1. Netresult on interest 1 -1,646,378.5 -5,829,784.9

1.1.  Interest income 26,576,129.6 9,371,032.8

1.2.  Interest expenses -28,222,508.1 -15,200,817.7

2. Net result on financial operations -17,506,447.5 -9,768,368.9

2.1.  Realised gains/losses 121 -3,812,335.5 15,548,530.0

2.2.  Unrealised losses 12.2 -28,772,698.2 -26,737,763.7

2.3, Net result on impairment on financial assets 5.2 47

2.4.  Net result on FX risk provision 15,078,591.4 1,420,869.5

3. Net result on commissions and fees 13 5,439.3 -449.4

3.1. Commissions and fees income 50,550.1 52,945.2

3.2.  Commissions and fees expenses -45,110.8 -53,394.6

4. Income on shares and participating interests 14 42,578.5 32,215.8

5. Otherincome 19 137,998.7 140,909.0

A. Total net income -18,966,809.5 -15,425,478.4
6. Salaries 15 -775,354.8 -673,408.3

7. Administrative expenses 16 -444,896.2 -342,854.6

8. Depreciation and amortisation expenses 17 -90,595.9 -95,484.0

9. Expenses on issue of banknotes and coins 18 -513,290.1 -389,963.3

10. Other expenses 19 -9,077.5 -16,482.1
B. Financial result for the financial year -20,800,024.0 -16,943,670.7
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Notes

Notes

1. Introduction

1.1. Legal basis, scope of activities and bodies of NBP

In accordance with Article 227 para. 1 of the Constitution of the Republic of Poland, Narodowy Bank
Polski, hereinafter referred to as “NBP”, is the central bank of the State. It has the exclusive right to issue
money as well as to formulate and implement monetary policy. NBP is responsible for the value

of the Polish currency.

The role, functions, objective and tasks of NBP are set forth, in particular, in the following acts

and regulations:

= the Act of 29 August 1997 on Narodowy Bank Polski (Journal of Laws of 2022, item 2025), hereinafter
referred to as the “Act on NBP”,

= the Act of 29 August 1997 — Banking Law (Journal of Laws of 2023, item 2488, as amended).

= the Treaty on the Functioning of the European Union (consolidated version) and Protocol (No 4)
on the Statute of the European System of Central Banks and of the European Central Bank (Official
Journal of the EU 2016/C 202 of 7 June 2016).

Pursuant to Article 2 of the Act on NBP, Narodowy Bank Polski has a legal personality and is not subject
to entry into the register of State enterprises. NBP performs its activities in the territory of the Republic

of Poland, and its registered office is in Warsaw.

In accordance with the Act on NBP, the basic objective of the activity of NBP is to maintain price

stability, while supporting the economic policy of the government, insofar as this does not constrain

the basic objective of NBP. The tasks of NBP also include:

= organising payments,

* managing the foreign exchange reserves,

= conducting foreign exchange activities within the bounds stipulated by relevant laws,

= providing banking services to the State budget,

= regulating the liquidity of banks and providing them with refinancing facilities,

= establishing the necessary conditions for the development of the banking system,

= acting in favour of the stability of the financial system,

» acting with the aim of eliminating or mitigating systemic risk in the financial system,

» compiling monetary and banking statistics, the balance of payments and the international
investment position,

= performing other tasks as specified by laws.
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Notes

In accordance with the Constitution of the Republic of Poland and the Act on NBP, the bodies of NBP

are:

1) Governor of NBP (appointed for a six-year term of office),
2) Monetary Policy Council (its members are appointed for a six-year non-renewable term of office),

3) Management Board of NBP (its members are appointed for a six-year term of office).
The composition of NBP bodies as at 31 December 2023 was as follows:

Governor of NBP

Adam Glapinski

Monetary Policy Council

Chairperson Adam Glapinski

Members Ireneusz Dgbrowski Cezary Kochalski Gabriela Mastowska
Iwona Duda Ludwik Kotecki Joanna Tyrowicz
Wiestaw Janczyk Przemystaw Litwiniuk Henryk Wnorowski

Management Board of NBP?

Chairperson Adam Glapinski
First Deputy '
Governor of NBP Marta Kightley

Deputy Governor of

NBP Adam Lipinski
Members Marta Gajecka Piotr Pogonowski Rafat Sura

Pawet Mucha Artur Sobon Pawet Szatamacha

1.2. Legal basis of preparation of the financial statements

The Management Board of NBP prepared the Financial Statements of NBP as at 31 December 2023

on the basis of the following provisions:

= the Act on NBP,

= Resolution No. 13/2020 of the Monetary Policy Council of 6 November 2020 on the accounting
principles of Narodowy Bank Polski, the format of the balance sheet, the profit and loss account
and the contents of the notes (NBP Official Journal, Item 24),

= Resolution No. 6/2019 of the Monetary Policy Council of 5 November 2019 on the principles for

creating and releasing the provision against the foreign exchange rate risk of the zloty at Narodowy

20n 6 December 2023 Artur Sobon was appointed member of the Management Board of NBP.
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Notes

Bank Polski (NBP Official Journal, item 14), hereinafter referred to as "Resolution No. 6/2019
of the MPC",
= Resolution No. 64/2020 of the Management Board of Narodowy Bank Polski of 21 December 2020

on the accounting organisation rules at Narodowy Bank Polski (as amended).

These regulations constitute the NBP accounting policy.
1.3. Period covered by the financial statements

The financial statements cover the financial year from 1 January 2023 to 31 December 2023. Comparative

data in the financial statements cover the financial year from 1 January 2022 to 31 December 2022.
1.4. Certified auditor and its selection

The annual financial statements of NBP prepared as at 31 December 2023 are subject to audit by
the audit company KPMG Audyt Spétka z ograniczona odpowiedzialnoscig sp.k., with its registered
office in Warsaw. The audit company was selected by the Monetary Policy Council, hereinafter referred
to as the “MPC”, in 2023 on the basis of Article 69 para. 1 of the Act on NBP. The selection was made
following an open tendering, pursuant to the Act of 11 September 2019 — Public Procurement Law
(Journal of Laws of 2022, item 1710, as amended), for a period of three years (audit of the financial
statements for the years 2023, 2024 and 2025) with the option to extend the agreement for another three-
year period (audit of the financial statements for the years 2026, 2027 and 2028).

1.5. Information on the adoption and approval of NBP financial statements for the year
2022

The annual financial statements of NBP prepared as at 31 December 2022 were adopted by the MPC by
Resolution No. 1/2023 on 4 April 2023 (NBP Official Journal, item 4) and approved by the Council of
Ministers by Resolution No. 109/2023 on 23 June 2023. The certified auditor in charge of auditing
the financial statements, on behalf of audit company KPMG Audyt Spoélka z ograniczona
odpowiedzialni$cia sp.k., issued an unmodified (unqualified) opinion on the audited financial

statements.
In the financial statements prepared as at 31 December 2022, NBP recorded a negative net financial

result of PLN -16,943,670.7 thousand. Therefore, in 2023 NBP paid no contribution from profit to

the State budget, neither did it allocate a contribution to NBP’s reserve fund.
2.  Description of significant accounting principles
To enhance the understanding of the information presented in the financial statements, detailed

information about the significant principles of the accounting policy binding at NBP and on

the assessments and estimates made are provided in individual explanatory notes (see Chapter 5).
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Notes

2.1. Basic accounting principles

The accounting principles applied by NBP, as specified in the legal regulations listed in point 1.2.
of the Introduction to the financial statements, conform to the standards applied in the European System
of Central Banks, hereinafter referred to as “ESCB”, the basis of which is the Guideline (EU) 2016/2249
of the European Central Bank, hereinafter referred to as the “ECB”, of 3 November 2016 on the legal
framework for accounting and financial reporting in the European System of Central Banks
(ECB/2016/34, as amended), hereinafter referred to as “the ECB Guideline”.

The following accounting principles are applied during the preparation of the financial statements
of NBP:

= true and fair view,

= going concern,

= prudence,

* materiality,

= comparability,

= accruals principle.
2.2. Going concern

The financial statements of NBP were prepared under the going concern assumption. In accordance
with Article 58 of the Act on NBP, NBP cannot be declared bankrupt.

2.3. Recognition of transactions in the accounting books of NBP

All economic events of a given financial year are recognised in the accounting books for that year.

When recognising transactions in the accounting books, NBP follows the so-called economic approach

as laid down in the ECB Guideline. Consequently, the following rules are applied:

= foreign currencies and gold purchased or sold in a spot transaction or a forward transaction are
recognised in the NBP accounting books (on off-balance-sheet accounts) on the trade date,
» interest, discount and premium on assets and liabilities as well as on off-balance-sheet instruments

are recognised in the profit and loss account at the end of each operating day (see Note 11).

Debt securities and financial instruments of Exchange-Traded Funds (hereinafter referred to as “ETFs”),
purchased or sold in a spot transaction, are recognised in the NBP accounting books on the settlement
date.
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2.4. Valuation as at the balance sheet date

As at the balance sheet date, for gold, foreign currencies, debt securities and ETFs purchased by NBP
and off-balance-sheet financial instruments the principle of valuation at market value is applied.?
The revaluation results of assets and liabilities to market value as at the balance sheet date are

recognised in accordance with the following rules (see Note 12):

= recognising unrealised losses (revaluation losses) in the financial result,
= unrealised gains (revaluation gains) are not recognised in the financial result — they are recognised

on the liabilities side of the balance sheet as Revaluation accounts.

Price revaluation of financial instruments valued at market price is carried out prior to their currency

revaluation.

The value of individual assets and liabilities and gains and losses are determined separately, without

netting the value of items which differ in kind:

= gold conforming to London Good Delivery standard is valued at the average market price for
an ounce of gold quoted in US dollars on the London Bullion Market,

= marketable debt securities not classified as held-to-maturity are valued at their market value,

* marketable debt securities held to maturity are valued at their clean price adjusted for accrued
discount and premium, less impairment?,

= marketable debt securities held for monetary policy purposes are valued at their clean price adjusted
for accrued discount and premium, less impairment,

= debt securities issued by NBP are valued at their issue price adjusted for accrued discount and
premium,

= ETFs are valued at market value,

= forward transactions in debt securities are valued by comparing the market value of the debt
securities on the valuation date with their value set in the agreement, discounted as at the settlement
date of the spot transaction,

= futures are valued at market value,

= the remaining assets and liabilities are valued at, respectively, nominal value, transaction price

or market value.

3 The principle of valuation at market value was not applied for debt securities held to maturity and debt securities
held for monetary policy purposes. Market value is the average of the bid and the ask prices based on quotations
for transactions of standard volume on a given market by recognised operators, whether operating in an organised
market or an over-the-counter market, or — if prices are not available on the market — a value determined according
to an accepted and consistently applied valuation model, including a value determined by reference to appropriate
yield curves which were published.
* Marketable debt securities held to maturity may be sold before their maturity:
1) if the value of the securities sold is considered non-significant in comparison with the total value of
the held-to-maturity securities holding, or
2) if the securities are sold during one month before maturity date, or
3) under exceptional circumstances, in particular in the case of a significant deterioration of the issuer’s
creditworthiness.
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Assets not valued at market value are reviewed for impairment, i.e. whether it is highly probable that
a given asset will not generate expected economic benefits in the future. If such evidence is identified,
the amount of expected impairment is determined by comparing their book value with their recoverable

amount.

Assets, liabilities and off-balance-sheet financial instruments in foreign currencies have their value
determined in domestic currency. In the valuation process, the average NBP exchange rates prevailing

at the balance sheet date are used.

For the valuation as at 31 December 2023, the prices/exchange rates announced on 29 December 2023

were used and for comparable data — those announced on 30 December 2022.
2.5.  Events after the balance-sheet date

The balance sheet and the profit and loss account shall be adjusted for the events the information on
which was received after the balance sheet date and prior to the approval of the NBP annual financial
statements, if such events materially affect their content and are events adjusting their balance
at the balance sheet date.

3. Changes in accounting principles

In 2023, there were no changes in the NBP accounting rules.

4.  Values based on professional estimates

When preparing its financial statements, NBP makes specific estimates and assumptions that affect
the amounts recognised in the financial statements. The estimates and assumptions are based, among
others, on historical data and expectations about future events that are believed to be reasonable
at the date of preparation of the financial statements. As the existing circumstances and expectations
about future events may change as a result of market changes or an occurrence of factors beyond NBP’s

control, the NBP-made estimates are reviewed on a regular basis.

The key area where NBP makes estimates is the calculation of the amount of the FX risk provision.>
In accordance with Resolution No. 6/2019 of the MPC, the estimated FX risk provision is equal to
the amount that would cover a potential change in the value of foreign currency holdings due to
identified foreign exchange rate risk of the zloty, decreased by estimated unrealised gains on changes
in the foreign exchange rate of the zloty (see Note 9 and Note 9.2).

Other areas in which NBP makes significant estimates relate to, in particular, setting:

5 Le. the provision against the foreign exchange rate risk of the zloty, whose principles for creating and releasing
are determined by the MPC in Resolution No. 6/2019.
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= the amount of provisions for liabilities due to retirement and disability severance payments, death
in service benefits and jubilee awards (the provisions are estimated on the basis of actuarial
assessment carried out periodically by an independent actuary),

= periods of use of tangible fixed assets and intangible assets,

= the discount rates of outstanding lease fees (the rates are used to determine the value of lease-related
payments, and consequently to determine the value of right-of-use assets — see Note 4 and Note 6.4),

=  write-downs due to asset impairment.
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Notes

5. Explanatory notes

Notel  Gold and gold receivables

Financial instruments in gold are recognised in the NBP accounting books at transaction price.
The transaction price of an ounce of gold in USD is converted into domestic currency at the average
NBP exchange rate of the US dollar as at the transaction date.

Gold assets constitute a holding of gold for which the average cost is determined. The average cost
of gold holding, which is the average cost of purchasing an ounce of gold by NBP, is used to calculate
income and expenses arising from the sale of gold (realised gains or losses on transactions in gold)
and determine the results of balance sheet valuation.

At the balance sheet date, gold is valued at the market value of an ounce of gold in USD, converted
into domestic currency at the average NBP exchange rate of the USD prevailing at the balance sheet
date. No distinction is made between the results of currency and price valuation of gold — they are
treated jointly as gold holdings revaluation differences. Unrealised losses, recognised in the financial
result on the balance sheet date, change the average cost of gold holding.

Gold stored at NBP 27,359,768.1 26,894,727.8 465,040.3
Gold on accounts with foreign banks, of which: 66,231,664.6 31,755,510.9 34,476,153.7
- current accounts in gold 39,020,304.0 0.0 39,020,304.0
- term deposits in gold 27,211,360.6 31,755,510.9 -4,544,150.3
Total 93,591,432.7 58,650,238.7 34,941,194.0
of which gold revaluation differences 28,309,187.8 27,515,054.6 794,133.2
S —— il L e
Gold stored at NBP thousands of ounces 3,371.2 3,371.2
(tonnes) (104.9) (104.9) (0.0)
Gold on accounts with foreign banks, of which: thousands of ounces 8,161.1 3,980.6 4,180.5
(tonnes) (253.8) (123.8) (130.0)
- current accounts in gold thousands of ounces 4,808.1 0.0 4,808.1
(tonnes) (149.5) (0.0) (149.5)
- term deposits in gold thousands of ounces 3,353.0 3,980.6 -627.6
(tonnes) (104.3) (123.8) (-19.5)
Total thousands of ounces 11,532.3 7,351.8 4,180.5
(tonnes) (358.7) (228.7) (130.0)

Gold is held at NBP and on accounts with foreign banks. Gold in foreign banks is:

= held on the current accounts,
» invested in term deposit transactions with foreign financial institutions; interest on term deposits
in gold is accrued and paid in USD (see Note 3.1 and Note 11).
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The increase in the balance by 4,180.5 thousand ounces (130.0 tonnes) was mainly a result of gold

purchase transactions made by NBP on the interbank market in 2023 (see Note 3.1).

The domestic currency value of the item was also affected by the revaluation of the holding of gold

(see Note 9.1).

Note 2 Receivables from and liabilities to the IMF

Transactions with the International Monetary Fund (hereinafter the “IME”) are recognised in the NBP
accounting books at nominal value. As at the balance-sheet date, the amounts of receivables from and
liabilities to the IMF are valued according to nominal value. Valuation of assets is carried out with
consideration for impairment write-downs.

The balances resulting from operations with the IMF are denominated in Special Drawing Rights
(SDR) or in the zloty. The SDR is construed as a separate foreign currency.

The balances in SDR are converted into domestic currency at the average NBP exchange rate
as at the balance-sheet date.

Items related to the IMF:

= Reserve tranche corresponds to the Republic of Poland’s member quota in the IMF, less liabilities
due to the account in domestic currency operated by NBP for the IMF (so-called No. 1 Account of
the IMF).

The quota in the IMF of each member country is determined on the basis of selected
macroeconomic indicators and paid in full amount (in domestic currency and in foreign
currencies). The size of member quota determines for a given country, among others, the number
of its voting rights in the IMF, the assigned amount of SDR allocation and the limits of loans
granted to that country.

The funds accumulated in No. 1 Account of the IMF are used by the IMF under quarterly Financial
Transaction Plans (FTPs). The funds are exchanged for foreign currency and transferred to
member countries — IMF borrowers, which results in an increase in reserve tranche. On the other
hand, loan repayments made by IMF borrowers in foreign currencies are exchanged for
the domestic currency and credited to No. 1 Account of the IMF, which results in a decrease in
reserve tranche.

= Current account with the IMF includes funds received under SDR allocation and payments in
SDR due to loans extended to the IMF, as well as due to settlements arising from interest and fees
on balances and transactions related to the IMF.

= Term deposit in the IMF (non-interest bearing term deposit) includes funds in the IMEF-
administered PRG-HIPC Trust (Poverty Reduction and Growth — Heavily Indebted Poor
Countries Initiative).

= Loans in foreign currency extended to the IMF

Since 2011 NBP has been a participant in the New Arrangements to Borrow (NAB).
As a participant in the NAB, NBP has made a commitment to extend to the IMF interest-bearing
loans up to the arranged limit. Under the decision effective from 1 January 2021 to 31 December
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2025, at the end of 2023 and 2022 the maximum limit for loans amounted to SDR 2,570,800.0
thousand.6

Under the 2020 bilateral borrowing agreement (BBA), effective from 1 January 2021 to
31 December 2023, which in 2023 was extended with the approval of NBP by one year, i.e. until
31 December 2024, NBP has made a commitment to extend interest-bearing loans to the IMF
amounting up to the SDR equivalent of EUR 2,701,000.0 thousand.” The funds may be transferred
by NBP at the request of the IMF. The IMF will be able to use these funds provided that it exhausts
other available resources originating from quotas of member countries and loans under the NAB.
Neither in 2023 nor in 2022 did the IMF borrow funds under BBA.

= SDR allocation, means SDRs granted to member countries. Under the SDR allocations, conducted
in 2009 and in 2021, the Republic of Poland received a total of SDR 5,229,896.4 thousand.

Reserve tranche (except for its fixed part amounting to SDR 56,236.0 thousand), the balance of
the current account with the IMF, loans extended to the IMF and SDR allocation are remunerated on
the basis of the interest rate determined by the IMF.

Balance

Reserve tranche, of which 5,807,757.3 6,264,325.2 -456,567.9
- Member quota in the IMF 22,258,324.9 24,880,087.8 -2,621,762.9
- No. 1 Account of the IMF -16,450,567.6 -18,615,762.6 2,165,195.0
Current account with the IMF 22,638,303.1 25,033,317.9 -2,395,014.8
Term deposit with the IMF 37,447.2 41,565.5 -4,118.3
Loans extended to the IMF 13,726.3 72,458.0 -58,731.7
Total assets (Receivables from the IMF) A2.1 28,497,233.9 31,411,666.6 -2,914,432.7
SDR allocation (Liabilities to the IMF) L9 27,878,502.6 30,871,510.9 -2,993,008.3
Net item 618,731.3 540,155.7 78,575.6
of which SDR currency revaluation differences -45,660.7 6,581.6 -52,242.3
i L] | e | owe
sheet item
Reserve tranche 1,097,086.7 1,066,086.7 31,000.0
- Member quota in the IMF 4,095,400.0 4,095,400.0 0.0
- No. 1 Account of the IMF -2,998,313.3 -3,029,313.3 31,000.0
Current account with the IMF 4,276,380.4 4,260,265.1 16,115.3
Term deposit with the IMF 7,073.8 7,073.8 0.0
Loans extended to the IMF 2,592.9 12,331.2 -9,738.3
Total assets (Receivables from the IMF) A2.1 5,383,133.8 5,345,756.8 37,377.0
SDR allocation (Liabilities to the IMF) L9 5,266,255.4 5,253,831.0 12,424.4
Net item 116,878.4 91,925.8 24,952.6

¢ That is PLN 13,609,301.0 thousand according to the average NBP exchange rate as at 31 December 2023.
7 That is PLN 11,743,948.0 thousand according to the average NBP exchange rate as at 31 December 2023.
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In 2023, the change in the item in original currency was mainly due to:

= anincrease in the reserve tranche, which was a result of transactions under the FTPs — payments in
favour of IMF member countries made by the IMF from No. 1 Account of the IMF with NBP,

= anincrease in the current account with the IMF, mainly as a result of settlements with the IMF,

= adecrease in receivables due to loans extended to the IMF under the NAB, which was mainly a result
of the repayment of a portion of debt towards NBP by the IMF.8

The domestic currency value of the receivables from the IMF and liabilities to the IMF was primarily

affected by the currency revaluation of SDR (see Note 9.1).

Note 3 Other financial assets

=  Debt securities and ETFs

Debt securities purchased in a spot transaction are recognised in the NBP accounting books
at the clean price.

Debt securities with the same International Securities Identification Number (ISIN) code, in relation
to which NBP has a defined business intent, constitute a holding of debt securities.

For a securities holding, the average cost of holding is determined. The average cost of a debt
securities holding, which is the average cost of purchasing by NBP a debt security of a given code
(adjusted for the accrued discount and premium), is used to calculate income and expenses arising
from the sale of debt securities (realised price gains or losses) and to determine the results of balance
sheet valuation.

Interest, discount and premium on debt securities purchased are recognised in the financial result
(the net result on interest) at the end of each operating day in amounts accrued according to
the internal rate of return method, separately for each debt securities holding.

As at the balance sheet date, debt securities denominated in foreign currencies not classified as held-
to-maturity are valued at market price prevailing at the balance sheet date. Unrealised losses related
to a given debt securities holding are not netted with unrealised gains on any other holding of
securities. Unrealised losses recognised in the financial result on the balance sheet date change
the average cost of a securities holding, adjust the internal rate of return as well as change the discount
and premium accrued in the following days.

As at the balance sheet date, debt securities denominated in foreign currency held to maturity are
valued at purchase price, excluding the coupon purchased (clean price) adjusted for the accrued
discount and premium, less impairment.

8 As at 31 December 2023, the outstanding amount of the NBP's commitment to the IMF under the NAB amounted
to SDR 2,568,225.0 thousand (PLN 13,595,669.5 thousand according to the average NBP exchange rate as at
31 December 2023). As at 31 December 2022, the outstanding amount of NBP’s commitment was SDR 2,558,525.0
thousand (PLN 15,033,892.9 thousand according to the average NBP exchange rate as at 31 December 2022).
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As at the balance sheet date, debt securities denominated in domestic currency held for monetary
policy purposes are valued at purchase price, excluding the coupon purchased (clean price) adjusted
for the accrued discount and premium, less impairment.

ETFs are recognised in the NBP accounting books at transaction price.

The price valuation of an ETF is made on a net basis, i.e. based on the value of the share portfolio
reflecting the index which the ETF replicates, and not based on the underlying instrument.

As at the balance sheet date, an ETF is valued at market price, separately for each ETF holding.

* Reverse repo transactions

A reverse repo transaction is a contract under which an entity agrees to purchase assets and,
simultaneously, agrees to re-sell equivalent assets in future, at transaction price. This transaction is
recognised in assets as a loan granted, collateralised with assets received. Securities received as
collateral do not increase the holding of these securities and are not recognised in the balance sheet
assets. Securities received in reverse repo transactions are not subject to valuation and no income or
expense on these securities is recognised in the financial result of NBP.

The difference between the agreed purchasing and re-selling price of securities in reverse repo
transactions is recognised in the financial result at the end of each operating day in amounts
calculated according to the straight-line method.

As at the balance sheet date, reverse repo transactions are valued at nominal value.
= Term deposits

Term deposits are recognised in the NBP accounting books and valued as at the balance sheet date at
nominal value.

=  Current accounts, margins related to futures, foreign banknotes and coins in stock

Current accounts, margins deposited in cash and foreign banknotes and coins in stock are recognised
in the NBP accounting books and valued at the balance sheet date at nominal value.

= Non-marketable shares, participating interests

Non-marketable shares and participating interests are recognised in the NBP accounting books and
valued at the balance sheet date at purchase price, less impairment.

= Credit and loans granted, other claims

Credit and loans granted and other claims are recognised in the NBP accounting books and valued
at the balance sheet date at nominal value, less impairment.

= Financial assets in foreign currency
Following the valuation of financial assets in foreign currency according to the above principles,

the balances are converted into domestic currency at the average NBP exchange rate as at the balance-
sheet date.
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Note 3.1 Balances with foreign institutions, debt securities, loans granted and

other foreign assets

Current accounts, of which 21,828,872.8 35,354,005.4 -13,525,132.6
- current account with the ECB for settlements in TARGET 2,856,950.6 15,008,464.4 -12,151,513.8
Term deposits 44,777,916.0 37,562,191.4 7,215,724.6
Reverse repo transactions 66,812,921.8 53,550,113.6 13,262,808.2
Debt securities, of which 499,316,527.3 516,089,683.1 -16,773,155.8
- held-to-maturity debt securities 39,743,031.1 44,572,354.4 -4,829,323.3
ETFs 7,884,375.5 0.0 7,884,375.5
Foreign banknotes and coins in stock 269,014.8 329,942.3 -60,927.5
Other claims, of which 290,144.4 1,109,734.7 -819,590.3
- margins related to futures transactions 270,501.3 1,088,239.0 -817,737.7
- interest on term deposits in gold 2,066.7 3,888.1 -1,821.4
- other 17,576.4 17,607.6 -31.2
Total 641,179,772.6 643,995,670.5 -2,815,897.9
of which
- currency revaluation differences -33,877,956.9 22,343,479.9 -56,221,436.8
- price revaluation differences 4,554,134.6 -25,273,296.8 29,827,431.4

The item comprises mostly the main investment instruments of foreign currency reserves in USD, EUR,
GBP, CAD, AUD, NOK and NZD, that is:

= debt securities (discount and fixed-interest-rate) — all debt securities purchased by NBP are
marketable debt securities; under the implemented investment policy a portion of fixed-interest-rate
debt securities issued by the US Government, in the amount of USD 9.9 billion, constitutes a held-
to-maturity portfolio; in 2023 funds received from the redemption of maturing securities were

reinvested under this securities portfolio,®

= ETFs tracking the stock market indices: S&P 500 (USA), Euro STOXX 50 (euro area), FTSE 100 (United
Kingdom), TSX Capped Composite (Canada), ASX 200, Solactive Australia 200 (Australia),

= term deposits,

= reverse repo transactions — under the NBP investment process, reverse repo transactions are usually

executed simultaneously with repo transactions® (see Note 6.3).

The item also includes margins related to futures whose decrease resulted from a lower investment

in futures (see Note 10.3).

9 As at 31 December 2023, the market value of debt securities classified as held to maturity was PLN 35,636,916.4
thousand (PLN 38,603,591.0 thousand as at 31 December 2022).

10 As at 31 December 2023, debt securities for the value of PLN 67,029,301.0 thousand were collateral to repo
transactions (PLN 52,472,008.5 thousand as at 31 December 2022).
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Basic investment instruments of foreign currency reserves by foreign currency are presented below.

31.12.2023

Term deposits 5,055,628.6 2,695,145.1 216,961.7 147,739.2 2244474 13,305,542.0 1,428,299.7
Reverse repo transactions 5,005,638.7 5,772,699.2 2,904,025.1 2,524,339.4 0.0 0.0 0.0
Debt securities 52,132,650.9 23,479,017.7  12,037,856.4 17,725,356.4 16,284,704.9  63,033,193.9 4,541,481.9
ETFs 402,222.9 984,309.0 353,937.7 83,003.3 2,153.8 0.0 0.0
Total 62,596,141.1 329311710  15512,780.9  20,480,438.3  16,511,306.1 76,338,735.9 5,969,781.6

31.12.2022

Term deposits 3,176,884.5 1,889,427.0 481,443.3 302,832.4 288,020.3 14,242,794.7 1,423,394.8
Reverse repo transactions 1,837,082.2 5,630,323.8 2,828,558.6 0.0 1,364,600.8 0.0 0.0
Debt securities 50,213,583.7 22,384,081.3 11,446,271.0 16,174,867.6 14,377,788.1 51,867,070.8 3,875,206.7
ETFs 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total 55,227,550.4  29,903,832.1 14,756,272.9  16,477,700.0  16,030,409.2  66,109,865.5 5,298,601.5

Change

Term deposits 1,878,744.1 805,718.1 -264,481.6 -155,093.2 -63,572.9 -937,252.7 4,904.9
Reverse repo transactions 3,168,556.5 142,375.4 75,466.5 2,524,339.4 -1,364,600.8 0.0 0.0
Debt securities 1,919,067.2 1,094,936.4 591,585.4 1,550,488.8 1,906,916.8 11,166,123.1 666,275.2
ETFs 402,222.9 984,309.0 353,937.7 83,003.3 2,153.8 0.0 0.0
Total 7,368,590.7 3,027,338.9 756,508.0 4,002,738.3 480,896.9  10,228,870.4 671,180.1

The change in the item in original currency was mainly driven by:

= the inflow of funds in foreign currency due to transactions of holders of accounts with NBP,

with a simultaneous decrease in the balance of funds on the current account with the ECB for

settlements in TARGET following the lower balance of accounts in euro operated by NBP for

domestic banks for settlements in that system (see Note 6.1 and Note 6.3),

a simultaneous decrease in investment in AUD (see Note 6.3),

purchase of gold for foreign currencies (see Note 1).

an increased investment in simultaneous reverse repo and repo transactions in USD and CAD amid

Additionally, the change in the item was a result of price revaluation and currency revaluation
(see Note 9.1, Note 12.1 and Note 12.2).

N
(=)
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Note 3.2 Debt securities held for monetary policy purposes

2z | ooz | crae

Treasury securities 76,426,465.4 78,258,176.6 -1,831,711.2
Debt securities guaranteed by the State Treasury 62,461,139.6 62,415,008.9 46,130.7
Total 138,887,605.0 140,673,185.5 -1,785,580.5

This item is related to NBP’s 2020-2021 operations to purchase Treasury bonds and debt securities
guaranteed by the Treasury in the secondary market as part of structural open market operations. They
were conducted with the aim to change the liquidity structure of the banking sector in the long term,
as well as to provide liquidity of the secondary market of purchased securities and strengthen

the monetary policy transmission mechanism (see Note 11).

The decrease in the value of the item in 2023 was mainly related to the issuer’s redemption of Treasury
securities, with a nominal value of PLN 1,047,000.0 thousand, at maturity (see the table below, Note 6.1
and Note 11).

Interest accrued| Redemption Inte.rest
PLN thousand received

Treasury securities 78,258,176.6 999,970.0 -1,047,000.0 -1,784,681.2 76,426,465.4
Debt securities guaranteed by the State Treasury 62,415,008.9 1,151,203.3 0.0 -1,105,072.6 62,461,139.6
Total 140,673,185.5 2,151,173.3 -1,047,000.0 -2,889,753.8 138,887,605.0

Note 3.3 Other financial assets

Shares and participating interests in domestic entities, of which 128,848.9 128,848.9
- shares in Krajowy Depozyt Papieréw Warto$ciowych S.A. 51,708.1 51,708.1 0.0
- shares in Krajowa Izba Rozliczeniowa S.A. 75,312.5 75,312.5 0.0
- participating interests in Bazy i Systemy Bankowe Sp. z 0.0 1,820.0 1,820.0 0.0
- other 8.3 8.3 0.0

Shares and participating interests in foreign entities, of which 160,041.3 174,285.3 -14,244.0
- participating interests in the European Central Bank 106,492.3 114,866.2 -8,373.9
- shares in the Bank for International Settlements 52,938.0 58,760.0 -5,822.0
- participating interests in SW.LF.T 611.0 659.1 -48.1

Total 288,890.2 303,134.2 -14,244.0

The decrease in the value of the item resulted from the currency revaluation of shares and participating

interests in foreign entities.
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The participation of NBP in domestic entities did not change in comparison to 31 December 2022,

and as at 31 December 2023 was as follows:

NBP's participation in domestic entities, of which

NBP's participation in domestic entities, of which

- Krajowy Depozyt Papieréw Wartosciowych S.A. 21,000.0 1.0 7,000 33.33%
- Krajowa Izba Rozliczeniowa S.A. 5,445.0 0.5 3,750 34.44%
- Bazy i Systemy Bankowe Sp. z 0.0 10,000.0 10.0 1,000 100.00%

The participation of NBP in foreign entities was as follows:

participating interests in the European Central Bank

Since 1 May 2004, i.e. the day of Poland's accession to the European Union, NBP has held
a participating interest in the ECB’s capital. As at 31 December 2023 and 31 December 2022,
the capital paid up by NBP to the ECB amounted to EUR 24,492.3 thousand.

In accordance with Article 28(2) of the Statute of the European System of Central Banks and
the European Central Bank, hereinafter referred to as the “Statute of the ESCB and the ECB”, only
the national central banks of the ESCB are entitled to subscribe the ECB’s capital. The ECB’s capital
is subscribed according to the subscription key determined in Article 29(1) of the Statute of the ESCB
and the ECB, i.e. shares of national central banks in the ECB’s capital are expressed in percentage
and correspond to the shares of individual member states in the population and the combined gross
domestic product of EU states (in equal consideration). The subscription key of the ECB capital is
regularly adjusted every five years, as well as at the time a change in the EU membership takes place.
The last regular adjustment of the key was made in 2019. On 1 February 2020 an adjustment of
the subscription key of the ECB capital was made following the exit of the United Kingdom from
the European Union and, as a consequence, the withdrawal of the Bank of England from the ESCB."!
Following this adjustment, the share of NBP in the ECB's subscribed capital increased from 5.2068%
to 6.0335%, which corresponds to an increase in participating interest from EUR 563,636.5 thousand
to EUR 653,126.8 thousand (see Note 21).

As a central bank from outside the euro area, NBP is required to pay up the minimum percentage of
the ECB’s capital subscribed by it, which was specified by the ECB General Council (pursuant to
Article 47 of the Statute of the ESCB and the ECB) and constitutes NBP’s contribution to
the operational costs of the ECB. The percentage has amounted to 3.75% since 29 December 2010.
Unlike euro area central banks, NBP has no right to participate in the ECB’s profits nor is required
to cover its losses. As at 31 December 2023 and 31 December 2022, the capital paid up by NBP to

11 The amount of the ECB’s subscribed capital has not changed as a result of the withdrawal of the Bank of England
from the ESCB and amounts to EUR 10,825,007.1 thousand.
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the ECB amounted to EUR 24,492.3 thousand. Upon Poland’s entry into the euro area, NBP will be
required to pay up the remaining 96.25% of the ECB’s capital subscribed by it, i.e. EUR 628,634.5

thousand.

= shares of the Bank for International Settlements, hereinafter referred to as “BIS”
As at 31 December 2023 and 31 December 2022, NBP held 8,000 shares that converted into the same
number of votes. 25% of the nominal value of shares (the nominal value of 1 share amounts to SDR
5.0 thousand) was paid up, which totals SDR 10,000.0 thousand. The share of NBP in the share capital
of BIS amounts to 1.41%.

» participating interests in S.W.LE.T. (Society for Worldwide Interbank Financial Telecommunication)
As at 31 December 2023 and as at 31 December 2022 NBP had 47 shares (in the amount of EUR 140.5
thousand), which represented less than 0.05% of their total number.

Note 3.4. Sundry

e || wese || s |

Inventories, of which 31,987.5 10,170.9 21,816.6
- precious metals 31,044.9 8,987.7 22,057.2
- collector items not in circulation 376.5 369.7 6.8
- other 566.1 813.5 -247.4
\?VL?S: and loans extended to employees in domestic currency, of 220473 217702 4771
- loans extended from the Employee Benefit Fund 14,931.7 13,674.8 1,356.9
Other claims, of which 46,376.4 51,474.8 -5,098.4
- to public authorities 136.6 5.8 130.8
- on customers and suppliers 20,640.6 31,089.2 -10,448.6
- other 25,599.2 20,379.8 52194
Funds of the Employee Benefit Fund 7,979.9 7,670.6 309.3

Adjustment of off-balance-sheet instruments to the average cost of
foreign currency holding

Total 128,880.2 93,482.2 35,398.0

20,289.1 2,395.7 17,893.4

The increase in the item Precious metals mainly related to the stock of bullion for the purpose of collector

coin production in 2024.

Both as at 31 December 2023 and as at 31 December 2022 Adjustment of off-balance-sheet instruments to the
average cost of foreign currency holding related to spot transactions in foreign currency recognised on off-
balance-sheet accounts. The increase in the item is the result of the volume of these transactions as at
the end of the year (see Note 10.1) and the difference between the average cost of holding and
the purchase/sale price of the transaction.
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Note4  Tangible fixed assets and intangible assets

= Tangible fixed assets and intangible assets

Tangible fixed assets and intangible assets are recognised in the NBP accounting books at:
= purchase price, increased by costs directly related to the purchase and adaptation of an asset
to the condition enabling its use, or

= production cost
— or according to market value, if determining the purchase price or production cost is not possible.

Tangible fixed assets and intangible assets are depreciated/amortised according to the straight-
line method beginning from the month which follows the month when the asset was made
available for use. The table below presents the estimated periods of use for particular groups of

tangible fixed assets and intangible assets set for 31 December 2023.

Periods of use

Tangible fixed assets (in months)

Land, NBP’s cultural goods unlimited
Buildings and premises 480 or 780
Land and water engineering objects 267-480
Machines, devices, appliances, tools, and other equipment 36-360!
Vehicles 72-180

Intangible assets

Periods of use
(in months)

IT software licences 72 or 144
IT software developed by NBP 120
Copyrights, including the rights related to inventions, 150

trademarks, utility and industrial designs

1A period of 360 months applies to turbine generator sets and electric generating sets, including AC electric generating units or sets of

a voltage below 1000 V.

In specific cases, individual periods of use are adopted for tangible fixed assets and intangible

assets.

Periods of use of tangible fixed assets and intangible assets are verified each financial year.
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In the case of tangible fixed assets and intangible assets with a low initial value, i.e. below PLN
10.0 thousand, depreciation/amortisation is made on a one-off basis, in the amount equal to their

initial value, at the end of the month when the assets were made available for use.

As at the balance sheet date, tangible fixed assets and intangible assets are valued at initial value

less depreciation/amortisation and impairment.

= Right-of-use assets

Right-of-use assets comprise rights to use assets subject to lease (excluding intangible assets),
including also the right of perpetual usufruct of land. Right-of-use assets are recognised in

the NBP accounting books at cost, including in particular:

= the amount of initial valuation of the lease liability (see Note 6),
= lease fees paid on the date of commencement or before the date of commencement of the lease,
less lease incentives received,

= initial direct costs incurred by NBP.

The value of a right-of-use assets item is depreciated or amortised throughout the period of lease
or the period of use of the underlying assets item, whichever is shorter, using the straight-line

method, starting from the month of the item’s initial recognition.

As at the balance-sheet date, the value of right-of-use assets is valued at the initial value less

revaluation of the lease liability (see Note 6.4) and less depreciation/amortisation and impairment.

In the case of a change of lease conditions, right-of-use assets and lease liabilities are adjusted

accordingly (see Note 6).

Fees related to short-term lease (i.e. when the period of lease is no longer than 12 months and
when no purchase of underlying asset is foreseen) or low-value lease (i.e. where the underlying
asset or the monthly lease fee is worth less than PLN 10.0 thousand, except for the lease concerning
the right of perpetual usufruct of land) are not settled according to the above principles and are

recognised as expense throughout the lease period.
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Notes

Note 5 Banknotes and coins in circulation

Banknotes and coins in circulation are recognised as liabilities and are valued at the balance-sheet
date at a nominal value of the issued general circulation banknotes and coins, decreased by a nominal
value of the following general circulation banknotes and coins denominated in domestic currency:

= at NBP cash points and vaults,
= placed as deposit in the vaults of other authorised entities,
= that have been withdrawn from circulation due to being worn out or damaged.

T | steams | stta20z | Crangs |

Domestic banknotes in circulation 370,844,853.0 362,247,258.9 8,597,594.1
Domestic coins in circulation 6,676,522.0 6,364,404.6 3121174
Total 377,521,375.0 368,611,663.5 8,909,711.5

The item comprises banknotes and coins in circulation issued by NBP, including collector banknotes
and coins, whose value as at 31 December 2023 amounted to PLN 329,396.0 thousand as compared with
PLN 322,821.6 thousand as at 31 December 2022.

The average level of banknotes and coins in circulation throughout 2023 amounted to PLN 370,382.0
million as compared with PLN 376,350.1 million in 2022.

Note 6 Other financial liabilities

*  Current accounts and term deposits operated by NBP

Liabilities due to balances on current accounts and term deposit accounts operated by NBP are
recognised in the NBP accounting books and valued as at the balance-sheet date at nominal value.

= JIssued debt securities

Issued debt securities are recognised in the NBP accounting books at issue price and valued
as at the balance sheet date at issue price, adjusted for accrued discount and premium.

= Repo transactions

A repo transaction is a contract under which an entity agrees to sell securities and, simultaneously,
agrees to re-purchase these securities after a stated time, for an agreed price. This transaction is
recognised in Liabilities as a received deposit, collateralised with assigned assets. Securities assigned
as collateral do not decrease the holding of these securities and are disclosed in the assets of the NBP
balance sheet.
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The difference between the agreed selling and re-purchasing price of securities in repo transactions
is recognised in the financial result at the end of each operating day in amounts calculated according
to the straight-line method.

As at the balance-sheet date, repo transactions are valued at nominal value.

= Lease liabilities

A lease liability is recognised in the NBP accounting books at the discounted value of outstanding
lease payments. For payments on the rights of perpetual usufruct of land, the interest rate of long-
term Treasury bonds in wholesale offering set as at the date of recognition in the NBP accounting
books is taken as the rate of discount of lease payments. For the remaining lease liabilities, the NBP
reference rate binding on the day of their recognition in the NBP accounting books is used as the rate
of discount.

As at the balance sheet date, the value of lease liabilities is adjusted for the value of interest rate
calculated according to the adopted discount rate and outstanding lease payments.

In the event of a change of lease conditions, the value of right-of-use assets and lease liabilities is
adjusted accordingly (see Note 4).

= QOther financial liabilities

Other financial liabilities are recognised in the NBP accounting books and valued as at the balance
sheet date at their nominal value.

= Financial liabilities in foreign currency

Following the valuation of financial liabilities in foreign currency according to the above principles,
the balances are converted into domestic currency at the average NBP exchange rate prevailing
at the balance-sheet date.
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Note 6.1 Liabilities related to monetary policy operations

Balance
sheet 31.12.2023 31.12.2022
PLN thousand item
Current accounts (incl. required minimum reserve accounts) of which 48,914,397.0 34,914,457.6 13,999,939.4
- current accounts of banks and KSKOK 48,039,155.2 33,925,136.3 14,114,018.9
- required nymmum reserve accounts of banks not having a current 505,872.9 589,165.0 83,202.1
account with NBP
- interest on required minimum reserve 369,368.9 400,156.3 -30,787.4
Deposit facilities, of which 25,506,744.6 20,198,449.9 5,308,294.7
- accrued interest 11,001.6 6,914.9 4,086.7
L|ab|I|t|-es to c.redlt mstltlutlons related to monetary policy operations L2 744211416 55,112,907.5 19,308,234.1
denominated in domestic currency
NBP bills issued under main operations 238,002,885.5 174,492,282.6 63,510,602.9
NBP bills issued under fine-tuning operations 65,068,217.6 77,688,891.7 -12,620,674.1
Liabilities due to issued debt securities denominated in domestic La 303,071,103.1 2521814743 50,889,928.8
currency
Total 377,492,244.7 307,294,081.8 70,198,162.9

The note comprises liabilities related to monetary policy operations conducted by NBP.

The amount of funds held by banks and KSKOK™? with NBP due to the required minimum reserve
depends on the basis for calculating the required minimum reserve and the required minimum reserve

ratio in force. The required minimum reserve is an averaged value in the maintenance period.

Liabilities related to issued debt securities denominated in domestic currency comprise mainly
liabilities to domestic banks related to the issue of NBP bills under open market main operations'® and

fine-tuning' operations aimed to absorb liquidity.!>

The funds of the required minimum reserve and deposit facilities bear interest, whereas NBP bills are
issued at a discount. As at 31 December 2023 and 31 December 2022, the interest rates which are
the basis for remuneration of the required minimum reserve funds, deposit facilities and for

determining discount on bills issued by NBP under open market operations were as follows:

Rate of interest on liabilities due to monetary policy operations

Required minimum reserve* 5.75 6.75
Deposit facility** 5.25 6.25
NBP bills*** 5.75 6.75
* The interest rate of the funds of the required minimum reserve.

** NBP deposit rate.

** NBP reference rate.

12 Credit unions hold their required minimum reserve at their accounts with the National Association of
Cooperative Savings and Credit Unions [Krajowa Spétdzielcza Kasa Oszczednosciowo-Kredytowa, KSKOK].

13 In 2023, the maturity of main operations was 7 and 8 days (in 2022 it was 6, 7 and 8 days).

4In 2023, as in 2022, the maturity of fine-tuning operations was 1 day, 2, 3 and 4 days.

15 Pursuant to Resolution No. 30/2003 of the NBP Management Board of 12 September 2003 on the issue of NBP
bills (NBP Official Journal No 15, item 24, as amended) NBP bills can be purchased by domestic banks, branches of
foreign banks and branches of foreign credit institutions, the Bank Guarantee Fund and KSKOK.
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The change in the total liabilities of NBP related to monetary policy operations (an increase by PLN
70,198,162.9 thousand as at 31 December 2023 as compared with 31 December 2022) was affected by,

among others, the following factors:

= the purchase of foreign currency incoming to NBP due to transactions by holders of accounts with
NBP (see Note 3.1 and Note 6.3),

= cash flows related to NBP’s net result on monetary policy instruments (see Note 11) and NBP’s other

own operations,
= anincrease in the volume of cash in circulation in 2023 (see Note 5),

= the issuer’s redemption of Treasury securities held by NBP at maturity (see Note 3.2).

The balance of funds held by banks at NBP is allocated between NBP bills, deposit facility or a current

account according to individual decisions made by banks.

Note 6.2 Other liabilities denominated in domestic currency

Balance

sheet
PLN thousand item

Settlements in the domestic payment systems of Krajowa Izba

Rozrachunkowa, of which 2,581,882.6 940,440.8 1,641,441.8
- in the Elixir system 1,717,657.8 296,934.2 1,420,723.6
- in the Express Elixir system 864,224.8 643,506.6 220,718.2
Other liabilities to credit institutions denominated in domestic L3 2581,882.6 940.440.8 1,641.441.8
currency
Liabilities to general government, of which L5.1 10,338,349.3 10,792,940.6 -454,591.3
- State budget accounts 5,349,905.0 6,529,897.4 -1,179,992.4
- accounts of social insurance funds 4,861,532.7 4,147,311.7 714,221.0
- other 126,911.6 115,731.5 11,180.1
Other liabilities L52 1,608,591.1 1,090,865.7 517,725.4
Liabilities to other residents denominated in domestic L5 11,946,940.4 11,883,806.3 63.134.1
currency
Actl:ounts of international financial institutions and central banks, of 28.852.2 31.005.8 21536
which
- No. 2 Account of the IMF 20,582.1 23,378.3 -2,796.2
Accounts of international non-financial organisations 4,052,710.1 4,093,191.4 -40,481.3
Liabilities to non-residents denominated in domestic currency L.6 4,081,562.3 4,124,197.2 -42,634.9
Total 18,610,385.3 16,948,444.3 1,661,941.0

The item comprises mainly:

= current accounts, auxiliary accounts and term deposit accounts in domestic currency operated by

NBP for general government entities and non-monetary financial institutions,
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= current accounts in domestic currency operated by NBP for international financial and non-financial
organisations and central banks, including the account operated by NBP for the IMF, which is used

for the Fund’s administrative expenditures (so-called No. 2 Account of the IMF — see Note 12.1),

= liabilities due to settlements in the payment systems operated by Krajowa Izba Rozliczeniowa S.A.

The increase in the item vis-a-vis residents was mainly related to the increase in liabilities due to
settlements in the payment systems operated by Krajowa Izba Rozliczeniowa S.A. and the higher
balance of accounts operated by NBP in domestic currency for social insurance funds and accounts
operated for entities from outside the general government sector, with a simultaneous decrease in

the balance of accounts operated for the State budget.

Note 6.3 Liabilities denominated in foreign currency

Balance
sheet 31.12.2023

PLN thousand item

State budget accounts 42,311,446.2 43,632,742.0 -1,321,295.8
Accounts of domestic banks for settlements in TARGET 2,856,851.7 15,008,405.6 -12,151,553.9
Other liabilities to residents 477,230.7 368,924.7 108,306.0
Liabilities to residents denominated in foreign currency L7 45,645,528.6 59,010,072.3 -13,364,543.7
Repo transactions 66,800,236.4 53,539,855.3 13,260,381.1
Accounts of international non-financial organisations 72,382.4 75,187.0 -2,804.6
Other liabilities to non-residents 642,439.0 10,093.7 632,345.3
Liabilities to non-residents denominated in foreign currency L.8 67,515,057.8 53,625,136.0 13,889,921.8
Total 113,160,586.4 112,635,208.3 525,378.1
of which currency revaluation differences -5,682,160.1 2,925,807.6 -8,607,967.7

The item comprises mainly:

= current accounts, auxiliary accounts and term deposit accounts in foreign currency operated by NBP

for general government entities and accounts of domestic banks for settlements in TARGET,

= liabilities due to repo transactions with foreign financial institutions; under the investment process
implemented by NBP, repo transactions are usually executed simultaneously with reverse repo

transactions (see Note 3.1).

Repo transactions by foreign currency are presented below.

possans st gl ooy “““_“

31.12.2023 5,005,227.5 5,772,107.9 2,902,376.4 2,524,254.0
31.12.2022 1,837,038.7 5,629,448.7 2,827,476.2 0.0 1,364,523.5
Change 3,168,188.8 142,659.2 74,900.2 2,524,254.0 -1,364,523.5

» liabilities denominated in foreign currency due to payment orders by holders of accounts with NBP,

which are in the course of settlement as at the balance-sheet date.
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The increase in the item was mainly related to the higher value of repo transactions with a simultaneous
decrease in the balances on accounts in foreign currency operated by NBP for domestic banks for
settlements in TARGET (see Note 3.1) and for the State budget.

Note 6.4 Sundry

Lease liabilities 204,327.3 204,917.9 -590.6
Other liabilities, of which 64,697.1 71,231.0 6,533.9
- to public authorities 25,883.2 20,615.3 5,267.9
- to suppliers 21,229.6 26,649.3 -5,419.7
- other 17,584.3 23,966.4 -6,382.1
Employee Benefit Fund 22,946.9 21,296.0 1,650.9

Adjustment of off-balance-sheet instruments to the average cost of
foreign currency holding

Total 326,655.1 330,913.9 -4,258.8

34,683.8 33,469.0 1,214.8

Lease liabilities comprise the present (discounted) value of outstanding lease payments. They mainly

relate to the rights to perpetual usufruct of land (see Note 4 and Note 11).

As at 31 December 2023 and 31 December 2022 Adjustment of off-balance-sheet instruments to the average
cost of foreign currency holding related to spot transactions in foreign currency recognised on off-balance-
sheet accounts. The increase in the item is the result of the volume of these transactions as at the end of
the year (see Note 10.1) and the difference between the purchase/sale price of the transaction

and the average cost of holding.

Note 7 Provisions for liabilities

Provisions for liabilities are recognised in the NBP accounting books when NBP is under
an obligation arising from past events and when it is probable that the fulfilment of the obligation or
the materialisation of the identified risk will reduce the economic benefits of NBP, and the amount of
this obligation can be measured reliably. Provisions are created and recognised as expense in the
amount that is estimated in a reliable way and that would have to be paid not later than on the balance
sheet date to fulfil the above mentioned obligation.

Provisions for liabilities are adjusted as at the balance sheet date. Provisions for liabilities unused due
to a full or partial cessation of the obligation justifying their creation are released as income.
Provisions for liabilities may be allocated exclusively for the purpose for which they were created.
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PLN thousand mm

Provisions for liabilities to employees 212,432.8 201,352.5 11,080.3
Other provisions 1,373.2 1,556.8 -183.6
Total 213,806.0 202,909.3 10,896.7

The change in provisions for liabilities in 2023 and 2022 by allocation into specific categories is presented
in the tables below (see also Note 15 and Note 16).

Provisions for liabilities to employees, of which 201,352.5 44,8025 -33,621.6 -100.6 212,432.8
- due to retirement severance payments 105,847.0 21,204.2 -12,119.7 0.0 114,931.5
- due to disability severance payments 2,293.2 373.9 -103.8 0.0 2,563.3
- due to jubilee awards 64,594.7 18,825.1 -11,776.2 0.0 71,643.6
- due to untaken leaves 14,062.3 3,248.4 -197.1 0.0 17,113.6
- due to amounts paid after death 3,860.0 0.0 -19.6 -100.6 3,739.8

- due to statutory and additional severance payments for
employees under employment contracts who are laid off for 10,695.3 1,150.9 -9,405.2 0.0 2,441.0
reasons unrelated to employees

Other provisions, of which 1,656.8 160.5 -286.5 -57.6 1,373.2
- for liabilities due to court proceedings 1,489.9 160.5 -286.5 -50.6 1,313.3
- for liabilities resulting from financial operations in domestic 66.9 0.0 0.0 70 50.9
currency

Total 202,909.3 44,963.0 -33,908.1 -158.2 213,806.0

Provisions for liabilities to employees, of which 192,667.9 27,080.5 -18,395.9 201,352.5
- due to retirement severance payments 105,747.2 6,469.4 -6,369.6 0.0 105,847.0
- due to disability severance payments 2,339.3 88.2 -134.3 0.0 2,293.2
- due to jubilee awards 66,667.4 8,180.3 -10,253.0 0.0 64,594.7
- due to untaken leaves 12,009.3 2,553.1 -500.1 0.0 14,062.3
- due to amounts paid after death 3,671.9 314.9 -126.8 0.0 3,860.0

- due to statutory and additional severance payments for
employees under employment contracts who are laid off for 2,232.8 9,474.6 -1,012.1 0.0 10,695.3
reasons unrelated to employees

Other provisions, of which 1,703.8 83.0 0.0 -230.0 1,556.8
- for liabilities due to court proceedings 1,642.1 77.8 0.0 -230.0 1,489.9
- for liabilities resulting from financial operations in domestic 617 52 00 0.0 66.9
currency

Total 194,371.7 27,163.5 -18,395.9 -230.0 202,909.3

Note 8  Accruals, prepaid expenses and deferred income

Expenses and income related to future periods are recognised in the NBP accounting books,
respectively, as components of assets and liabilities.

Expenses and income, partly or completely related to future financial years, are recognised in
the NBP accounting books accordingly as accruals and prepaid expenses or accruals and deferred
income and are carried to the financial result of the financial year which they concern.
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Expenses relating to the current financial year for which the obligation to pay will arise in
the following financial year are recognised in the financial result in the amount estimated in a reliable
way, and the underlying potential liability of the current financial year is recognised in the accounting
books as accruals and prepaid expenses.

The value of assets received free of charge or the value of disclosed tangible fixed assets and
intangible assets subject to depreciation/amortisation according to the straight-line method are
initially recognised in accounting books as accruals and deferred income and are subsequently
carried to the financial result along with depreciation/amortisation made on these assets.

Balance sheet

Prepaid expenses related to services 55,447.5 49,683.9 5,763.6
Total assets (Accruals and prepaid expenses) A104 55,447.5 49,683.9 5,763.6
Accruals 107,826.9 96,136.8 11,690.1
Deferred income 1,053.8 1,166.9 -11341
Total assets (Accruals and deferred income) L.11.2 108,880.7 97,303.7 11,577.0

Prepaid expenses and accruals related to services concern mainly expenditures related to NBP’s own
administrative activities (the former relate primarily to fees for IT services in favour of NBP, whereas
the latter include mainly components of salaries for 2023 paid out in the following year, and future

liabilities due to supplies of goods and services in 2023).

Note 9 Net Equity

In line with the practice adopted by central banks of the ESCB, NBP classifies the following as its
equity:

= the statutory fund, determined by Article 61 of the Act on NBP,

= the reserve fund which — in accordance with Article 62 of the Act on NBP — is created from
the transfer of 5% of NBP’s annual profit until it reaches the amount equivalent to the statutory
fund and may only be used to cover the NBP’s balance sheet losses,

= the provision against the foreign exchange rate risk of the zloty, created as provided for in Article
65 of the Act on NBP,

= gold revaluation account,
= gold, currency and price revaluation gains,
= loss of previous years and loss of the current financial year,

= part of profit of the current year at the disposal of NBP (5% of profit), which will be allocated to
increase the reserve fund.
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= Gold, currency and price revaluation gains (unrealised gains)

Revaluation gains on gold holding are determined by comparing the average cost of gold holding
with the average market price of gold converted into PLN, which is higher than the average cost of
gold holding.

Foreign currency revaluation gains are determined by comparing the average cost of foreign currency
holding with the average NBP exchange rate, which is higher than the average cost of foreign
currency holding.16

Price revaluation gains on debt securities are determined by comparing the average cost of debt
securities holding with the average market price of these securities, which is higher than the average
cost of holding.

Price revaluation gains on ETFs are determined by comparing the average cost of ETFs holding with
the average market price of these instruments, which is higher than the average cost of holding.

Price revaluation gains on forward transactions in debt securities are determined by comparing
the contract price discounted as at the settlement date (spot) with a lower (in the case of forward sale)
or higher (in the case of forward purchase) average market price of debt securities as at valuation
date.

The value of gold holding revaluation differences, revaluation differences on holdings of individual
foreign currencies, price revaluation differences on debt securities holdings and ETFs holdings are
determined separately, without netting the value of individual items which differ in kind.

=  Gold revaluation account

Gold revaluation account comprises surpluses of unrealised gains over unrealised losses stemming
from recalculation of gold, which arose before 1 January 2004.

The balance of the gold revaluation account is decreased - by recognising it as income - in the amount
of unrealised gold revaluation losses recognised in the financial result at the balance sheet date.

= FXrisk provision

The FX risk provision is estimated on the basis of financial risk assessment methods which are
generally accepted and consistently applied by NBP (see Chapter 7.1.4.).

At NBP, the Value at Risk (VaR) methodology is employed to perform an analysis of the foreign
exchange rate risk of the zloty. It estimates the loss expected due to fluctuations of the foreign
exchange rate of the zloty, which in normal conditions and with an assumed probability should not
be exceeded within the adopted time horizon. At NBP, a horizon of one year and a 95% confidence
level were adopted for the purposes of estimating FX risk provision.

The Value at Risk is then decreased by unrealised foreign currency revaluation gains estimated on
the basis of statistical distribution analysis. The estimation is based on the foreign currency holdings
as at the balance sheet date and historical time series of the average cost of currency holdings and

16 In the case of a negative holding of foreign currency, revaluation gains are determined by comparing the average
cost of foreign currency holding with the average NBP exchange rate, which is lower than the average cost of

foreign currency holding.
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the average NBP exchange rates for these currencies. Such an approach makes it possible to determine
a stable level of unrealised gains and thus limits volatility of the FX risk provision.

The provision is created and released at the balance sheet date.

The provision is created as expense in the amount equal to half of the surplus of income on realised
FX gains over realised and unrealised FX losses recognised in the financial result for the financial
year. The creation of the provision must not lead to a negative financial result of the financial year
for NBP.

The provision is released — by recognising it as income — to cover unrealised losses arising from
changes in the foreign exchange rate of the zloty, increased by the surplus of the realised FX losses
over realised FX gains, in the amount that could result in a loss.

The surplus of the created provision over its estimated value is released as income.

Gold Revaluation Loss of Financial result
FXrisk provision | revaluation A Statutory fund | Reserve fund N for the financial
accounts’ previous years
account year

L.12 Provisions | L.13 Revaluation accounts L.14 Capital and reserves L.15 Financial result
Total

As at 31.12.2021 16,499,460.9 1,618,023.2 49,420,876.3 1,500,000.0 0.0 -11,006,735.2 10,974,518.7 69,006,143.9
Contribution from NBP's profit -10,425,792.8 -10,425,792.8
Allocation of NBP profit to reserve fund 548,725.9 -548,725.9 0.0
Covering loss of previous years -548,725.9 548,725.9 0.0
Gold, currency and price revaluation gains -982,160.9 -982,160.9
Transfer from FX risk provision -1,420,869.5 -1,420,869.5
Financial result for the financial year -16,943,670.7 -16,943,670.7
As at 31.12.2022 15,078,591.4 1,618,023.2 48,438,715.4 1,500,000.0 0.0 -10,458,009.3 -16,943,670.7 39,233,650.0
2\;\2::;22:;:3: loss for 2022 to the item Loss 16,943,6707 16,943,670.7 00
Gold, currency and price revaluation gains -15,039,298.2 -15,039,298.2
Transfer from FX risk provision -15,078,591.4 -15,078,591.4
Financial result for the financial year -20,800,024.0 -20,800,024.0
As at 31.12.2023 0.0 1,618,023.2 33,399,417.2 1,500,000.0 0.0 -27,401,680.0 -20,800,024.0 -11,684,263.6

* Revaluation accounts include gold revaluation gains, currency revaluation gains and price revaluation gains on debt securities, ETF and off-balance-sheet
financial instruments (see Note 9.1).

The decrease in NBP’s equity was mainly a result of an appreciation of the zloty against foreign
currencies, which manifested itself by a decline in unrealised currency revaluation gains, and
recognising unrealised currency revaluation losses, as well as realised currency revaluation losses
(see Note 9.1, Note 12.2 and Note 12.1). The negative equity has negative impact neither on
the attainment/accomplishment of the basic objective of the activity of NBP to maintain price stability
nor on the execution of other NBP’s tasks. Therefore, it does not constitute a factor restricting the central

bank’s independence (see Chapter 2.2).
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Note 9.1 Revaluation accounts

PLN thousand mm

Gold revaluation gains 28,309,187.8 27,515,054.6 794,133.2
Currency revaluation gains 154.1 20,878,316.0 -20,878,161.9
Price revaluation gains, of which 5,090,075.3 45,3448 5,044,730.5
- on debt securities 5,065,052.4 435454 5,021,507.0
-on ETFs 25,009.9 0.0 25,009.9
- on off-balance-sheet financial instruments 13.0 1,799.4 -1,786.4
Gold revaluation account 1,618,023.2 1,618,023.2 0.0
Total 35,017,440.4 50,056,738.6 -15,039,298.2

Average cost of holding of foreign currency and gold, average NBP exchange rates and average market price of gold

usD 4.0776
EUR 4.5844
GBP 5.2735
CAD 3.2041
AUD 2.9009
NOK 0.4212
NzD 2.6321
SDR 5.6845
Ounce of gold 5,660.7845

* Gold revaluation gains

3.9350
4.3480
4.9997
2.9698
26778
0.3867
2.4836
5.2938
8,115.5440

4.0272
46212
5.2919
3.3083
2.9651
0.4509
2.8119
5.8044
4,235.0060

44018
4.6899
5.2957
3.2486
2.9890
0.4461
2.7884
5.8760
7,977.6022

In 2023, an increase in gold revaluation gains was mainly related to an increase in gold holding

(see Note 1). The increase in the price of gold was due to the increase in the price of an ounce of gold in
USD (it was respectively: USD 2,062.40 as at 31 December 2023 and USD 1,812.35 as at 31 December

2022), with a simultaneous decrease in the average USD exchange rate.
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*  Currency revaluation gains

18,945,722.3 -18,945,722.3
EUR 0.0 1,531,382.1 -1,531,382.1
GBP 0.0 44,852.0 -44,852.0
AUD 0.0 347,683.6 -347,683.6
SDR 0.0 7,297.6 -7,2976
CHF 154.1 1,116.8 -962.7
Other 0.0 261.6 2616
Total 154.1 20,878,316.0 -20,878,161.9

=  Price revaluation gains on debt securities

Debt securities in USD 1,252,774.3 37,808.1 1,214,966.2
Debt securities in EUR 1,645,795.2 275.0 1,645,520.2
Debt securities in GBP 896,296.0 686.8 895,609.2
Debt securities in CAD 513,330.3 47755 508,554.8
Debt securities in AUD 534,425.0 0.0 534,425.0
Debt securities in NOK 83,762.1 0.0 83,762.1
Debt securities in NZD 138,669.5 0.0 138,669.5
Total 5,065,052.4 43,545.4 5,021,507.0

=  Price revaluation gains on ETFs

ETFs in USD 2,994.0 2,994.0
ETFs in GBP 20,678.9 0.0 20,678.9
ETFs in CAD 1,014.7 0.0 1,014.7
ETFs in AUD 322.3 0.0 322.3
Total 25,009.9 0.0 25,009.9

= Price revaluation gains on off-balance sheet financial instruments

As at 31 December 2023, price revaluation gains on off-balance-sheet financial instruments related to

forward purchase transactions in debt securities denominated in USD. As at 31 December 2022, price

revaluation gains on off-balance-sheet financial instruments related to forward sale transactions in debt

securities denominated in AUD (see Note 10 and Note 10.2).
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= Gold revaluation account

As a result of the non-occurrence as at 31 December 2023 of unrealised gold revaluation losses, NBP,

similarly to 31 December 2022, did not release the gold revaluation account.

Note 9.2 FXrisk provision

As at 31 December 2023, the estimation of the FX risk provision (equal to the amount of value at risk
less unrealised gains on the foreign exchange rate of the zloty) amounted to PLN 62,481,287.0 thousand
(PLN 94,551,517.4 thousand as at 31 December 2022). Pursuant to Resolution No. 6/2019 of the MPC,
as at 31 December 2023 the provision was released in the amount of PLN 15,078,591.4 thousand to cover
a portion of unrealised foreign currency losses, increased by the surplus of the realised foreign currency
losses over realised foreign currency gains (as at 31 December 2022 the provision was released in the
amount of PLN 1,420,869.5 thousand — see Note 12.1, Note 12.2, and Chapter 7.1.4). As at 31 December
2023, the FX risk provision amounted to PLN 0 (PLN 15,078,591.4 thousand as at 31 December 2022).

Note 9.3 Financial result

=  Financial result for the financial year

The NBP financial result for 2023 was negative (loss) and amounted to PLN -20,800,024.0 thousand
(the 2022 loss amounted to PLN -16,943,670.7 thousand).

A negative financial result for the financial year is subject to accumulation in the item Loss of previous

years.
* Loss of previous years

Uncovered loss of previous years in the amount of PLN 27,401,680.0 thousand is the result of NBP’s loss

for the year:

= 2007 — in the amount of PLN 12,427,261.7 thousand,
= 2017 — in the amount of PLN 2,524,935.6 thousand,
= 2022 —in the amount of PLN 16,943,670.7 thousand,

and its partial coverage from the reserve fund:

= in 2008 — in the amount of PLN 969,350.0 thousand,
= in 2015 - in the amount of PLN 250,000.0 thousand,
= in 2016 — in the amount of PLN 400,000.0 thousand,
= in 2018 — in the amount of PLN 1,467,483.8 thousand,
= in 2021 - in the amount of PLN 858,628.2 thousand,
= in 2022 - in the amount of PLN 548,725.9 thousand.

The reserve fund is the only source of the coverage of a loss.
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Note 10 Off-balance-sheet items

= Spot transactions in foreign currency

Foreign currency purchased or sold for another foreign currency is recognised in the NBP accounting
books at the value of the foreign currency quoted in the transaction, which is converted into domestic
currency at the average exchange rate prevailing at the transaction date.

Foreign currency purchased or sold for domestic currency is recognised in the NBP accounting books
at transaction value, unless separate regulations provide otherwise.

The results of an adjustment to the average cost of foreign currency holding and revaluation gains or
losses on transactions in foreign currency recognised on off-balance-sheet accounts are presented in
the NBP balance sheet according to the balance of adjustment and revaluation of these transactions,
determined separately for each foreign currency — gains as assets, while losses as liabilities.

= Debt securities purchased or sold in a forward transaction

Debt securities purchased or sold in a forward transaction are recognised from the trade date to
the settlement date on off-balance-sheet accounts at an agreed price. On the trade date, debt securities
purchased or sold in a forward transaction do not change the amount of a holding of debt securities.

Debt securities purchased or sold in a forward transaction are valued at the balance sheet date at the
market value of such transactions prevailing at the valuation date by comparing the market value of
debt securities with the price set in the agreement, discounted as at the settlement date of the spot
transaction. The common rules for recognition of unrealised gains and losses are applied to
revaluation gains and losses.

Price revaluation gains or losses on forward transactions in debt securities denominated in foreign
currency recognised on off-balance-sheet accounts are presented in the NBP balance sheet — gains as
assets, while losses as liabilities.

On the transaction settlement date, debt securities purchased in a forward transaction increase the
holding of debt securities, while debt securities sold in a forward transaction decrease the holding of
securities.

If more than one transaction for the forward purchase or sale of securities has been entered, valuation
and settlement of these transactions are carried out separately.

=  Futures

Futures are recognised on off-balance-sheet accounts, from the trade date to the settlement date,
at nominal value of the purchased or sold underlying instrument.

If, on the closing day of the open position in futures, the actual flow of the underlying instrument
takes place, its purchase or sale is recognised at market value.
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The list of currency revaluation gains and currency revaluation losses on spot transactions in foreign
currency recognised in off-balance-sheet transactions and of price revaluation gains and price
revaluation losses on forward transactions in securities denominated in foreign currency is presented
below (see Note 9.1 and Note 12.2).

Balance

Currency revaluation gains on FX spot transactions 32191,6 329353 -743,7
!Drlce r.evaluatlon gains on forward transactions in debt securities 130 17994 17864
in foreign currency

TPtaI assets (Off-balance-sheet instruments revaluation A103 322046 U747 253041
differences)

Currency revaluation losses on FX spot transactions 16 9141 23522 14 561,9
!Drlce r‘evaluatlon losses on forward transactions in debt securities 00 51.9 519
in foreign currency

Total liabilities (Off-balance-sheet instruments revaluation LA14 169141 24041 14510,0

differences)

Note 10.1 Spot transactions recognised on off-balance-sheet accounts

Balance

Currency to be received due to FX spot transactions 669,845.4 730,113.9 -60,268.5
Currency to be paid due to FX spot transactions - 669,845.4 730,113.9 -60,268.5
Gains on adjustments to the average costs of holding A.10.5 20,289.1 2,395.7 17,893.4
Losses on adjustments to the average costs of holding L.11.3 34,683.8 33,469.0 1,214.8
Currency revaluation gains on FX spot transactions A.10.3 32,191.6 32,935.3 -143.7
Currency revaluation losses on FX spot transactions L1141 16,914.1 2,352.2 14,561.9

As at 31 December 2023, the decrease in off-balance-sheet items resulted from a lower volume of FX

spot transactions carried out by NBP.

The change in the adjustment to the average cost of holding of spot transactions in foreign currency is
related to the volume of those transactions as at the year-end and of the difference between the average

cost of holding and the exchange rate of purchase/sale of those transactions.

The change in the currency valuation of spot transactions denominated in foreign currency is related to
the volume of those transactions as at the year-end and of the difference between the average cost of

holding and the average NBP exchange rate.
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Note 10.2 Debt securities purchased or sold in a forward transaction

Balance | 34 12.2023 31.12.2022 Change
PLN thousand sheet item

Debt se(':urmes den'ommated in foreign currency bought in forward 1155242 1297 788,0 11822638
transactions, of which

- debt securities in USD 115 524,2 1297 788,0 -1182 263,8
Debt securities denominated in foreign currency sold in forward

transactions, of which o 860 358,3 860 3583

- debt securities in AUD 0,0 860 358,3 -860 358,3
Price revaluation gains A10.3 13,0 1799,4 -1786,4
Price revaluation losses L.11.1 0,0 51,9 -51,9

Forward transactions in debt securities denominated in foreign currency are used by NBP as part of

the foreign currency reserve management.

The change in the price valuation of forward transactions in debt securities denominated in foreign
currency is related to the volume of those transactions as at the year-end and of the difference between

the market price of these securities and their contract price.

Note 10.3 Futures

e | otean | s

Bond futures purchased, of which 37,074,766.4 1,731,913.2 35,342,853.2
- bond futures in AUD 2,663,451.0 0.0 2,663,451.0
- bond futures in CAD 2,893,811.7 1,731,913.2 1,161,898.5
- bond futures in EUR 11,308,764.1 0.0 11,308,764.1
- bond futures in USD 20,208,739.6 0.0 20,208,739.6
Bond futures sold, of which 7,455,003.2 998,006.8 6,456,996.4
- bond futures in AUD 921,060.0 0.0 921,060.0
- bond futures in CAD 604,397.9 330,133.4 274,264.5
- bond futures in EUR 1,892,715.1 0.0 1,892,715.1
- bond futures in USD 4,036,830.1 667,873.4 3,368,956.7
Equity index futures purchased, of which 0.0 3,824.9 -3,824.9
- equity index futures in EUR 0.0 1,339.9 -1,339.9
- equity index futures in GBP 0.0 251.3 -251.3
- equity index futures in USD 0.0 2,233.7 -2,233.7

Futures are used by NBP as part of the foreign currency reserves management (see Note 3.1), with

the aim to raise long-term yields on foreign currency reserves and increase investment diversification.

Note 11 Net result on interest

Interest, discount and premium on debt securities purchased are recognised in the financial result in
amounts calculated according to the internal rate of return, which is adjusted in the event of price
revaluation losses on securities at the end of a year (see Note 12.2).
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Discount on debt securities issued by NBP is recognised in the financial result in amounts calculated
for the period for which a given security was issued, according to the straight-line method.

Interest on other financial assets and liabilities is recognised in the financial result at the end of each
operating day in amounts calculated according to the straight-line method, except for interest:

= to be paid due to the required minimum reserve, which is recognised in the financial result
at the end of each month in amounts calculated for each reserve period,

= on funds deposited in current accounts in other banks, which is recognised in the financial result
on the payment date,

= on margins related to futures, which is recognised in the financial result on the payment date,
= on assets and liabilities related to NBP’s own administrative activities, including on lease
liabilities, which is recognised not later than at the end of the month.

Interest on term deposits in gold is accrued and paid in USD (see Note 1 and Note 3.1).

Interest to be received or paid due to forward transactions in foreign currency, which results from a
difference between the set FX spot and forward rate, is recognised in the net result on interest
at the end of each operating day in amounts calculated according to the straight-line method.

Interest to be received or paid due to swap transactions in foreign currency, which results from
a difference between the set FX spot and forward rates, is recognised in the net result on interest
at the end of each operating day in amounts calculated according to the straight-line method.

Accrued interest, discount and premiums in foreign currency are converted into domestic currency
at the average NBP exchange rate.

Expenses**

Investment instruments of foreign 23,201,869.4 6,791,713.9 -2,703,103.1 -321,468.5 20,498,766.3 6,470,245.4 14,028,520.9
exchange reserves, of which
- debt securities 18,375,592.0 6,058,536.9 0.0 0.0 18,375,592.0 6,058,536.9 12,317,055.1
- term deposits 2,003,596.3 310,273.7 0.0 0.0 2,003,596.3 310,273.7 1,693,322.6
- reverse repo transactions 2,765,958.8 412,888.0 0.0 0.0 2,765,958.8 412,888.0 2,353,070.8
- 1epo transactions 0.0 0.0 -2,637,618.7 -321,293.1 -2,637,618.7 -321,293.1 -2,316,325.6
- other 56,722.3 10,015.3 -65,484.4 -175.4 -8,762.1 9,839.9 -18,602.0
Gold 24,318.8 14,407.6 0.0 0.0 24,318.8 14,407.6 99112
International Monetary Fund 1,130,443.6 377,792.4 -1,116,405.7 -379,302.3 14,037.9 -1,509.9 15,547.8
Monetary policy instruments, of which: 2,151,191.0 2,190,234.2 -22,791,955.1 -14,144,621.4 -20,640,764.1 -11,954,387.2 -8,686,376.9
- NBP bills 0.0 0.0 -18,134,400.8 -10,395,434.6 -18,134,400.8 -10,395,434.6 -7,738,966.2
- debt securities 2,151,173.3 2,188,736.9 0.0 0.0 2,151,173.3 2,188,736.9 -37,563.6
- required minimum reserve*** 1.9 1,485.9 -4,354,125.6 -3,184,812.9 -4,354,123.7 -3,183,327.0 -1,170,796.7
- deposit facility 0.0 0.0 -303,428.7 -448,632.3 -303,428.7 -448,632.3 145,203.6
- other 15.8 115 0.0 -115,741.6 15.8 -115,730.1 115,745.9
Other interest income/expense, of which 68,306.8 -3,115.3 -1,611,044.2 -355,425.5 -1,642,737.4 -358,540.8 -1,184,196.6
Total 26,576,129.6 9,371,032.8 -28,222,508.1 -15,200,817.7 -1,646,378.5 -5,829,784.9 4,183,406.4

* Income (and expenses in case of a negative interest rate) on interest on financial assets.
** Expenses (and income in case of a negative interest rate) on interest on financial liabilities.
*** Income includes interest income for non-compliance with the obligation to maintain the required minimum reserve.
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The increase of the net result on interest income in 2023 was mainly related to an increase in income on
investment instruments of foreign currency reserves as a result of higher yields in foreign markets in
average annual terms, with a simultaneous increase in expenses on monetary policy, caused primarily
by an increase in the NBP annual average reference rate, and a simultaneous rise in interest expenses

on accounts operated by NBP.

Net result on interest on investment instruments of foreign currency reserves (see Note 3.1 and Note 6.3)

mmm-mmmm
Debt securities 8,143,507.0  2,838,701.6  2,383,0238  2,104,218.3  1,637,991.0 7364105 531,739.8 18,375,592.0
Term deposits 847,019.1 655,542.5 41,656.7 21,7724 17,5193  225751.3  188,745.3 -410.3 2,003,596.3
Reverse repo transactions 1,047,849.5 761,213.2 698,083.6 196,629.6 62,182.9 0.0 0.0 0.0 2,765,958.8
Repo transactions -1,021,596.4 -726,639.9 -636,834.7 -192,822.9 -59,724.8 0.0 0.0 0.0 -2,637,618.7
Other -34,761.5 19,997.6 3,660.3 1,554.8 740.3 15.1 14.2 171 -8,762.1
Total 8,982,017.7  3,548,815.0  2,489,589.7  2,137,352.2  1,658,708.7  962,176.9  720,499.3 -393.2 | 20,498,766.3

Debt securities 3,196,719.9 -177,897.9 701,983.9 864,107.4 8059902  391,7632  275,870.2 6,058,536.9
Term deposits 84,828.2 5724.3 28,4433 14,682.8 8,790.2 91,851.2 75,953.7 0.0 310,273.7
Reverse repo transactions 132,747.9 32,089.6 181,657.9 3,516.3 62,595.0 0.0 281.3 0.0 412,888.0
Repo transactions -122,206.5 -287.5 -139,173.1 -3,276.7 -56,107.5 0.0 -241.8 0.0 -321,293.1
Other 8,637.2 -74.0 1,044.3 319.6 46.2 256 -147.8 -11.2 9,839.9
Total 3,300,726.7 -140,445.5 773,956.3 879,349.4 821,3141  483,640.0  351,715.6 -11.2 6,470,245.4
mmm-mmmm
Debt securities 4,946,787.1  3,016,599.5  1,681,039.9  1,240,110.9 832,000.8  344,647.3  255,869.6 12,317,055.1
Term deposits 762,190.9 649,818.2 13,2134 13,089.6 8,729.1  133,900.1  112,791.6 -410.3 1,693,322.6
Reverse repo transactions 915,101.6 729,123.6 516,425.7 193,113.3 -412.1 0.0 -281.3 0.0 2,353,070.8
Repo transactions -899,389.9 -726,352.4 -497,661.6 -189,546.2 -3,617.3 0.0 2418 0.0 | -2,316,325.6
Other -43,398.7 20,071.6 2,616.0 1,235.2 694.1 -10.5 162.0 283 -18,602.0
Total 5681,291.0  3,689,260.5  1,715,633.4  1,258,002.8 837,3946  478,536.9  368,783.7 -382.0 | 14,028,520.9

The increase of PLN 14,028,520.9 thousand in the net result on interest on investment instruments of

foreign currency reserves was recorded amid:

= anincrease in the average annual interest on debt securities and on term deposits,

= higher average annual investment in simultaneous repo and reverse repo transactions in USD,
EUR, CAD and GBP and, at the same time, lower average annual investment in simultaneous repo
and reverse repo transactions in AUD,

= an average annual appreciation of the zloty against all reserve currencies (see table below).
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Average annual foreign exchange rates

usD 4.2021 4.4607 -0.2586
EUR 4.5430 4.6869 -0.1439
GBP 5.2216 5.4986 -0.2770
CAD 3.1135 3.4255 -0.3120
AUD 2.7923 3.0033 -0.3010
NOK 0.3983 0.4643 -0.0660
NZD 2.5810 2.8287 -0.2477

Interest income on gold (see Note 1 and Note 3.1)

The item includes the net result on interest on term deposits in the form of physical gold holding, which
is accrued and paid in USD. The increase in the item in 2023 was the result of the higher, in average
annual terms, placement of deposits and a simultaneous appreciation of the zloty against USD,

in average annual terms.

Net result on interest on receivables/liabilities related to the IMF (see Note 2)

Interest on reserve tranche 224,268.1 69,948.3 224,268.1 69,948.3 154,319.8
erestom cuent account wi the 904,408.8 306,716 00 00 904,408.8 306,716 597,697.2
Interest on loans extended to the IMF 1,766.7 1,132.5 0.0 0.0 1,766.7 1,132.5 634.2
Interest on SDR allocation 0.0 0.0 -1,116,405.7 -379,302.3 -1,116,405.7 -379,302.3 -737,103.4
Total 1,130,443.6 377,7924 -1,116,405.7 -379,302.3 14,037.9 -1,509.9 15,547.8

The net result on interest on receivables/liabilities related to the IMF is a result of interest income on
interest-bearing receivables in SDR (reserve tranche?’, current account with the IMF and loans extended
to the IMF) and interest expenses on interest-bearing liabilities in SDR (SDR allocation, see Note 2).
The increase in the net result was primarily a result of the increase in the average annual interest on
SDR in the context of the surplus of receivables over liabilities in SDR as well as an appreciation of
the zloty against SDR in average annual terms (a fall in the exchange rate from 5.9606 in 2022 to 5.6055
in 2023).

17 The value of the non-interest-bearing part of the reserve tranche is fixed and amounts to SDR 56,236.0 thousand
(see Note 2).
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Net interest result on monetary policy instruments (see Note 3.2 and Note 6.1 )

The decrease, by PLN 8,686,376.9 thousand, in the net result on interest on instruments used in

monetary policy operations was mostly driven by:

= higher, by PLN 7,738,966.2 thousand, discount expenses on NBP bills (see Note 6.1 ), which was
mainly a result of a rise in the average annual level of main and fine-tuning operations and a rise in

the average annual NBP reference rate,

a2 |22 | Change |

D|§count expgnses on NBP bills issued under main monetary 17.667.206.6 101076135 7.550.503.1
policy operations

Discount expenses on NBP bills issued under fine-tuning

. . -467,194.2 -287,821.1 -179,373.1
monetary policy operations

Total -18,134,400.8 -10,395,434.6 -7,738,966.2

Average annual level of main and fine-tuning operations* and average annual reference rate

Main operations 270,658.4 191,702.0 78,956.4
Fine-tuning operations 7,170.2 5,818.0 1,352.2
NBP reference rate 6.45 5.28 117 p.p.

* All calendar days from 1 January to 31 December were taken into account in the calculation of the average annual level of main and fine-tuning
operations.

= higher, by PLN 1,170,796.7 thousand, interest expenses on the required minimum reserve, which
resulted from an increase in the average level of the required minimum reserve during the year and

an increase in the average annual interest on the required minimum reserve (see Note 6.1 ),

Average level of required minimum reserve* and average annual interest rate on required minimum reserve

Required minimum reserve 67,634.5 56,615.9 11,018.6

Interest rate on required minimum reserve 6.45 5.28 117 p.p.

* Amounts of the required minimum reserve are calculated based on reserve maintenance periods weighted with the number of days in the period.

with a simultaneous:

= Jower, by PLN 145,203.6 thousand, expenses on deposit facility, which was a result of the lower

average use of this instrument and, at the same time, a higher average annual level of deposit rate,

Value of deposit facilities and the average annual level of deposit rate

Total value of deposit facilities* 1,908,132.6 3,438,074.6 -1,5629,942.0
Average annual deposit rate** 5.95 478 117 p.p.

* Value calculated for the days of use.
** All calendar days from 1 January to 31 December were taken into account for the calculation of the average annual level of the interest rate.
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= Jower, by PLN 37,563.6 thousand, net result on securities purchased under structural open market

operations (see Note 3.2).

- | m | o] change |

Net result on debt securities held for monetary policy purposes

- Treasury securities

- debt securities guaranteed by the State Treasury

2,151,173.3

999,970.0
1,151,203.3

2,188,736.9

1,038,181.6
1,150,556.3

-37,563.6

-38,211.6

648.0

Other interest income/expenses

The item Other interest income/expenses comprises mainly interest expenses on accounts operated by NBP

for the State budget and interest income and expenses related to settlements in TARGET. The item also

comprises interest expenses on lease liabilities (see Note 4 and Note 6.4).

PLN thousand
Interest expenses on current and

e e [ [z [ e | s | e

auxiliary accounts as well as term 0.0 0.0 -1,603,292.4 -359,773.3 -1,603,292.4 -359,773.3 -1,243,519.1
deposits with NBP, of which
- in foreign currency 0.0 0.0 -1,350,608.4 -148477.0 -1,350,608.4 -148477.0 -1,202,131.4
- in domestic currency 0.0 0.0 -252,684.0 -211,296.3 -252,684.0 -211,296.3 -41,387.7
Interest income/expenses related to
settlements in TARGET* 66,603.2 -3,837.8 -351.0 11,421.8 66,252.2 7,584.0 58,668.2
Other interest income/expenses 1,703.6 7225 -7,400.8 -7,074.0 -5,697.2 -6,351.5 654.3
Total 68,306.8 -3,115.3 -1,611,044.2 -355,425.5 -1,542,737.4 -358,540.8 -1,184,196.6

* Income includes income and expenses (a negative interest rate) on interest on assets related to settiements in TARGET, whereas expenses include income

on interest on liabilities related to settlements in TARGET.

Note 12 Net result on financial operations

Note 12.1 Net realised gains/losses

= Realised foreign exchange gains/losses on transactions in foreign currency and on
transactions in gold

Income and expenses on transactions in foreign currency and transactions in gold are recognised in
the financial result on the day when the change took place, in the amount of:

= the difference between the value in domestic currency resulting from a decrease of a foreign
currency holding (or a gold holding) and the value determined according to the average daily
purchase cost of foreign currency (or gold) — as regards inflow and outflow of foreign currency
(or gold) on a given operating day,

= the difference between the value in domestic currency resulting from a decrease of a foreign
currency holding (or a gold holding) and the value determined according to the average cost of
a holding of foreign currency (or gold) — as regards a surplus of outflow of foreign currency
(or gold) over inflow on a given operating day (net outflow).
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In the case of a short position in a given foreign currency (or gold), a reverse approach is applied.
= Realised price gains/losses

Gains or losses resulting from spot sale transactions in debt securities or in ETFs bearing the same
code are recognised in the financial result on the settlement day, in the amount equal to the difference
between the sale amount and the amount determined according to the average cost of holding of
the debt securities or the ETFs at the end of the given operating day.

The result of the settlement of forward transactions in debt securities or in ETFs is calculated:

= in the case of a forward purchase transaction — as the difference between the market price and
an agreed price, adjusted for revaluation losses recognised as at the balance sheet date,

= in the case of a forward sale transaction — as the difference between an agreed price, adjusted for
revaluation losses recognised as at the balance sheet date, and the average cost of a debt securities
or ETFs holding.

If more than one transaction for the forward purchase or sale of debt securities or ETFs has been
entered, valuation and settlement of these transactions are carried out separately.

Daily changes in the market prices of futures are recognised in the financial result on a daily basis,
including on the day of closing the open position in futures.

Realised foreign exchange gains/losses on transactions in foreign currency -2,741,271.0 25,171,742.9 -27,913,013.9
Realised gains/losses on transactions in gold 359.4 281,199.1 -280,839.7
Realised price gains/losses, of which -1,073,913.7 -9,903,279.7 8,829,366.0
- on spot transactions in debt securities -1,825,754.9 -6,788,169.9 4,962,415.0

- on off-balance-sheet financial instruments, of which 751,841.2 -3,115,109.7 3,866,950.9
*on forward transactions in debt securities -186,182.8 -1,263,838.0 1,077,655.2

*on forward transactions in ETFs 38.9 0.0 38.9

* on futures, of which: 937,985.1 -1,8561,271.7 2,789,256.8

# on bond futures -301,177.5 333,831.3 -635,008.8

# on depo futures -22,893.1 -28,700.1 5,807.0

# on equity index futures 1,262,055.7 -2,156,402.9 3,418,458.6

Other income/expenses on operations* 2,489.8 -1,132.3 3,622.1
Total -3,812,335.5 15,548,530.0 -19,360,865.5

* The item includes the result of the valuation of the balance of Account No. 2 for the IMF (PLN 2,489.8 thousand in 2023 as compared with PLN -1,132.3
thousand in 2022 - see Note 6.2).
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Net result on realised foreign exchange gains/losses on transactions in foreign currency

2,494,818.4 14,472,637.2 -11,977,818.8
EUR -1,038,712.1 2,200,035.4 -3,238,747.5
GBP -302,784.1 1,910,777.4 -2,213,561.5
CAD -546,748.1 1,888,925.1 -2,435,673.2
AUD -924,863.2 2,202,603.3 -3,127,466.5
NOK -1,5623,120.7 1,168,391.9 -2,681,512.6
NzZD -896,152.1 451,666.2 -1,347,818.3
CHF 3,611.9 882,207.5 -878,595.6
SDR -8,807.1 3,927.9 -12,735.0
Other 1,486.1 571.0 915.1
Total -2,741,271.0 25171,742.9 -27,913,013.9

In 2023, the decrease in the net result stemmed mainly from developments in an average annual
difference between the transaction price and the average cost of foreign currencies holding,
i.e. a decrease in the positive difference for USD and the occurrence of a negative difference for all

the remaining main foreign currencies (see Note 3.1 and Note 12.2).

Net result on realised price gains/losses

Net result on realised price gains/losses on the sale of debt securities in spot transactions

-817,309.4 -2,233,867.7 1,416,558.3
EUR -10,789.4 -1,358,142.5 1,347,353.1
GBP -559,607.7 -1,190,706.5 631,098.8
CAD -143,336.9 -694,202.4 550,865.5
AUD -190,415.4 -848,718.2 658,302.8
NOK -60,583.2 -295,522.4 234,939.2
NzD -43,712.9 -167,010.2 123,297.3
Total -1,825,754.9 -6,788,169.9 4,962,415.0

Net result on realised price gains/losses on forward transactions in debt securities

-26,382.9 -313,587.1 287,204.2
EUR -8,399.0 -27,166.0 18,767.0
GBP -5,104.5 -150,766.1 145,661.6
CAD -6,942.0 -59,910.8 52,968.8
AUD -138,286.7 -698,808.3 560,521.6
NOK 0.0 7,2654 -7,265.4
NzD -1,067.7 -20,865.1 19,797.4
Total -186,182.8 -1,263,838.0 1,077,655.2
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Net result on realised price gains/losses on daily revaluation of futures contracts

Bond futures
2023 -132,125.7 -58,767.0 -58,769.7 -37,081.5 -14,433.6 -301,177.5
2022 104,201.8 254,752.3 -31,942.4 -12,658.9 19,478.5 333,831.3
Change -236,327.5 -313,519.3 -26,827.3 -24,422.6 -33,912.1 -635,008.8
Depo futures
2023 -25,069.8 0.0 2,176.7 0.0 0.0 -22,893.1
2022 -5,356.8 0.0 -23,343.3 0.0 0.0 -28,700.1
Change -19,713.0 0.0 25,520.0 0.0 0.0 5,807.0
Equity index futures
2023 724,415.7 565,886.6 -20,242.9 422.6 -8,426.3 1,262,055.7
2022 -1,800,061.2 -422,011.6 65,721.2 -6.6 -44.7 -2,156,402.9
Change 2,524,476.9 987,898.2 -85,964.1 429.2 -8,381.6 3,418,458.6

The higher net result on realised price gains/losses in 2023 was mostly related to sale transactions in
securities amid the lower growth of average annual yields in foreign markets as compared with 2022,
with a simultaneous positive net result on investment in equity index futures following the rise of

the indices.

Note 12.2 Unrealised losses

= Currency revaluation losses

Currency revaluation losses are determined by comparing the average cost of foreign currency
holding with the average NBP exchange rate, which is lower than the average cost (in the case of
a positive foreign currency holding) or by comparing the average cost of foreign currency holding
with the average NBP exchange rate, which is higher than the average cost (in the case of a negative
foreign currency holding) — see Note 9.1.

= Price revaluation losses

Price revaluation losses on debt securities or ETFs are determined by comparing the average cost of
the debt securities or ETFs holding with the average market price of these securities or ETFs, which
is lower than their average market price.

Price revaluation losses on forward transactions in debt securities are determined by comparing
the contract price, discounted as at the settlement date of the spot transaction, with a lower
(in the case of forward purchase transactions) or a higher (in the case of forward sale transactions)
current market price of the instrument.
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s | oz | Change |

Currency revaluation losses -28,236,770.4 -1,420,869.5 -26,815,900.9
Price revaluation losses, of which -535,927.8 -25,316,894.2 24,780,966.4
- on debt securities -514,156.4 -25,316,842.3 24,802,685.9
-on ETFs -21,771.4 0.0 -21,771.4
- on off-balance-sheet financial instruments 0.0 -51.9 51.9
Total -28,772,698.2 -26,737,763.7 -2,034,934.5

Currency revaluation losses by foreign currency are presented below.

PLN thousand mm

-7,854,875.6 -7,854,875.6
EUR -5,634,389.3 0.0 -5,634,389.3
GBP -3,400,306.3 0.0 -3,400,306.3
CAD -4,171,025.4 -978,211.6 -3,192,813.8
AUD -3,633,470.5 0.0 -3,633,470.5
NOK -2,614,809.9 -318,214.7 -2,296,595.2
NzD -878,022.4 -124,336.8 -753,685.6
SDR -49,567.4 0.0 -49,567.4
Other -303.6 -106.4 -197.2
Total -28,236,770.4 -1,420,869.5 -26,815,900.9

Price revaluation losses by NBP-held debt securities denominated in foreign currencies are presented

below.

S | as|am| Chnge

Debt securities in USD -146,388.5 -9,916,207.8 9,769,819.3
Debt securities in EUR -41,468.1 -6,572,513.3 6,531,045.2
Debt securities in GBP 67,127.8 -3,193,475.4 3,126,347.6
Debt securities in CAD -29,701.5 -1,906,440.6 1,876,739.1
Debt securities in AUD -53,566.4 -2,074,134.8 2,020,568.4
Debt securities in NOK -175,816.7 -974,462.8 798,646.1
Debt securities in NZD -87.4 -679,607.6 679,520.2
Total -514,156.4 -25,316,842.3 24,802,685.9

Price revaluation losses by NBP-held ETFs denominated in foreign currencies are presented below.
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Fuousnd L= | | em

ETFsin USD -589.2 -589.2
ETFsin EUR -21,138.5 0.0 -21,138.5
ETFsin CAD -43.7 0.0 -43.7
Total -21,771.4 0.0 -21,771.4

In 2023, the decrease in unrealised price revaluation losses on debt securities denominated in foreign
currencies was mainly a result of a lower growth in the yields on all markets compared with 2022
(see Note 3.1).

In 2022, price revaluation losses on off-balance-sheet financial instruments related to forward purchase

transactions in debt securities denominated in USD (see Note 10.2).

Note 13 Net result on commissions and fees

Item of the Profit
and Loss 2023
PLN thousand Account
Income on the execution of payment orders 40,049.7 39,036.8 1,012.9
Other commissions and fees income 10,500.4 13,908.4 -3,408.0
Commissions and fees income P&L 3.1 50,550.1 52,945.2 -2,395.1
Expenses on fees for NBP’s TARGET participation -3,567.3 -16,280.1 12,712.8
. Expgnses on opening a.n.d operation of NBP accounts 477707 475755 1952
(including gold and securities accounts)
Expenses on the execution of own payment orders -10,410.7 -4,599.4 -5,811.3
Expenses due to substitution cash services -2,922.7 -2,553.7 -369.0
Other commissions and fees expenses -10,439.4 -12,385.9 1,946.5
Commissions and fees expenses P&L 3.2 -45,110.8 -53,394.6 8,283.8
Net result on commissions and fees 5,439.3 -449.4 5,888.7

The increase in the net result on commissions and fees in 2023 was mainly the effect of:

* a change in the method of calculating fees in the TARGET system following its consolidation in
the first quarter of 2023, which had an impact on, among others, a decrease in fees for NBP’s

participation in TARGET and a decline in other commissions and fees income.

» a decrease in other commissions and fees expenses, including in particular expenses on futures,
primarily in relation with the lower trade in equity index futures (see Note 3.1, Note 10.3 and Note
12.1),

= higher income for the execution of payment orders — mainly in relation with a rise in the number of

the payment orders executed.
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Note 14 Income on shares and participating interests

Income on dividends from shares and participating interests held by NBP is recognised in
the financial result on the day an asset originates. Dividends received in foreign currency are
converted into domestic currency at the average NBP exchange rate prevailing on that day.

The item includes income on dividends from shares and participating interests in domestic and foreign
entities held by NBP (see Note 3.3) and income on dividends from the ETFs held (see Note 3.1).

s | a2 | change

Dividends on held shares, of which 30,658.0 32,215.8 -1,657.8
- Krajowy Depozyt Papieréw Wartosciowych S.A. 7,175.0 9,793.0 -2,618.0
- Krajowa Izba Rozliczeniowa S.A. 11,135.6 9,256.9 1,878.7
- Bank for International Settlements 12,347.4 13,165.9 -818.5

Dividends on held equity index ETFs, of which 11,920.5 0.0 11,920.5
-ETFsin GBP 9,109.1 0.0 9,109.1
-ETFsin USD 1,609.6 0.0 1,609.6
-ETFsin CAD 1,159.3 0.0 1,159.3
-ETFsin EUR 425 0.0 42.5

Total 42,578.5 32,215.8 10,362.7

Note 15 Salaries

Expenses on salaries -594,894.8 -534,943.5 -59,951.3
Expenses on provisions for liabilities to employees -43,651.7 -17,291.0 -26,360.7
Expenses on social contributions, of which -136,808.3 -121,173.8 -15,634.5

- Occupational Pension Scheme -37,134.4 -33,232.4 -3,902.0
Total -775,354.8 -673,408.3 -101,946.5

In 2023, the average headcount at NBP amounted to 3,289 employees and was lower by 55 employees
as compared with 2022.

In 2023, higher salaries resulted mainly from the adopted HR and remuneration policy.

The increase in expenses on provisions for liabilities to employees in 2023 was mainly driven by higher
expenses on the creation of the provision for retirement severance payments and jubilee awards. In 2023
and 2022, expenses on the creation of provisions for liabilities to employees by categories were as

follows (see Note 7):
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Expenses on Iy Wh".:h Expenses on of Wh'(.:h
.. actuarial .. actuarial
provisions . . provisions , "
PLN thousand gains/losses gains/losses
E;(‘rl)vt:‘r;:ﬁs on provisions for liabilities to employees, 43,651.7 19,2206 17,2010 1193.2
- due to retirement severance payments -21,204.2 -9,946.5 -6,469.4 1,826.2
- due to disability severance payments -373.9 31.8 -88.2 223.5
- due to jubilee awards -18,825.2 -9,305.9 -8,180.3 -856.5
- due to untaken leaves -3,248.4 - -2,553.1 -

* Actuarial gains and losses result from changes in the actuarial assumptions, such as the probability of an employee quitting job, death rate, discount rate or
the level of future remunerations. Actuarial gains are presented with a (+) sign, while actuarial losses with a (-) sign.

Note 16 Administrative expenses

I T

Materials and energy used -101,843.3 -34,021.6 -67,821.7
Benefits for employees and other eligible persons -17,768.0 -24,660.2 6,892.2
Business travel -2,562.1 -2,277.3 -284.8
Services from third parties -290,774.2 -254,121.6 -36,652.6
Taxes and fees -12,955.8 -11,831.1 -1,124.7
Transfers to Employee Benefit Fund -6,990.6 -6,628.2 -362.4
Other administrative expenses -12,002.2 -9,314.6 -2,687.6
Total -444,896.2 -342,854.6 -102,041.6

The increase in administrative expenses in 2023 was mainly a result of:
= anincrease in expenses on materials and energy used — mainly electricity and heating,

* an increase in expenses on services from third parties — mainly related to the maintenance of IT
systems and IT infrastructure, repairs and maintenance of tangible fixed assets and information

services,
* anincrease in other administrative expenses — mainly on NBP’s educational activity.
with a simultaneous

= decrease in expenses on benefits for employees and other eligible persons — mainly due to the change
in the provisions for liabilities arising from additional benefits for employees (see Note 7 and
Note 15).
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Note 17 Depreciation and amortisation expenses

Tangible fixed assets depreciation expenses -57,196.6 -59,007.6 1,811.0
Right-of-use assets depreciation expenses -15,052.3 -13,629.2 -1,423.1
Intangible assets amortisation expenses -18,347.0 -22,847.2 4,500.2
Total -90,595.9 -95,484.0 4,888.1

The decrease in depreciation and amortisation expenses in 2023 was mainly related to lower intangible

assets amortisation expenses — in particular IT systems (see Note 4).

Note 18 Expenses on issue of banknotes and coins

Expenses on the issue of banknotes and coins are recognised in the financial result on the date
a liability arose, regardless of the date the banknotes and coins are put into circulation.

The item comprises expenses on the issue of banknotes and coins, including collector banknotes and

coins.

In 2023, the item amounted to PLN 513,290.1 thousand and was by PLN 123,326.8 thousand higher as
compared with 2022. The increase in the item resulted mainly from higher expenses on the issue of

general circulation and collector banknotes and coins as a result, among others, of:

=  higher prices of general circulation coins and banknotes, a rise in the overall number of ordered
coins and a fall in the number of ordered banknotes,

=  higher expenses on the purchase of bullion for the production of collector coins.

Note 19 Other income and other expenses

Other income/expenses include mainly income on the sale of collector coins and banknotes, and
expenses corresponding to the nominal value of collector coins and banknotes sold. The increase in
the balance of surplus of other income over expenses was mainly the result of an increase in the resale
of goods, materials and services, with a simultaneous decrease in income/expenses from the sale of

collector banknotes and coins.

6.  Other explanatory notes
Note 20 Other issues
The Russia’s military aggression against Ukraine

Narodowy Bank Polski has carefully analysed the impact of the Russia’s military aggression against
Ukraine on the economic situation in Poland, standing ready to immediately take preventive actions

against possible negative trends on the financial and FX markets.

Financial Statements of Narodowy Bank Polski as at 31 December 2023 55



Notes

Both as at 31 December 2023 and as at 31 December 2022, NBP did not have direct exposures to Russian
or Belarussian entities which were subject to the economic sanctions arising from the above-mentioned
military aggression. None of NBP’s counterparties which cooperate with NBP under the foreign
currency reserves management (including issuers of securities) had its seat in the territory of Ukraine.
NBP monitored, on an ongoing basis, the adverse effects of the military aggression on risk in the foreign
currency reserves management and in monetary policy operations. It specifically analysed the credit
risk and the financial standing of commercial banks in which funds are deposited under the foreign
currency reserves management, as well as issuers of corporate bonds held in NBP’s portfolio.
The analyses (including the analyses of entities’ ratings) did not indicate that the credit risk has grown

significantly.

Moreover, NBP monitored, on an ongoing basis, the level of operational and cybersecurity risk.

The Bank had contingency procedures, including a business continuity plan, in place.
Swap arrangements

In 2023 and 2022, NBP was party to a swap arrangement with the Swiss National Bank (SNB),
the European Central Bank (ECB), the National Bank of Ukraine (NBU) and one of the international
financial organisations.’® No transactions were carried out under these arrangements, therefore they

had no impact on the NBP balance sheet and profit and loss account in 2023 and 2022.

Note 21 Events after the balance sheet date

Adjustment of the subscription key of the ECB capital

On 1 January 2024, there was an adjustment of the subscription key of the ECB capital, which in line
with Article 29 of the Statute of the European System of Central Banks and the European Central Bank
takes place regularly every five years, based on the data on the population and the GDP of EU member
states provided to the ECB by the European Commission. Following this adjustment, the share of NBP
in the ECB's subscribed capital increased from 6.0335% to 6.0968%, which corresponds to an increase in
participating interest from EUR 653,126.8 thousand to EUR 659,979.0 thousand. Therefore, the capital
paid up by NBP to the ECB increased from EUR 24,492.3 thousand to EUR 24,749.2 thousand.
The respective payment in favour of the ECB in the amount of EUR 257.0 thousand was made by NBP
on 2 January 2024 (see Note 3.3).

7.  Financial, operational and tax risk

Narodowy Bank Polski operates a risk management system which is a continuous and repeatable
decision-making process that supports the attainment of NBP goals, while using appropriate

organisational, procedural and technical solutions. It includes:

18 The swap arrangement with SNB was concluded in 2012, the arrangements with the ECB and NBU in 2022,
whereas the arrangement with one of international financial organisations in 2023.
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= asrelates to financial risk — the activity of the NBP Head Office department responsible for financial
risk management;
= as relates to operational risk (see Chapter 7.2) - management at the following levels:
= decentralised operational risk management by directors of the Head Office departments and NBP
regional branches who, on an ongoing basis, monitor operational risk, perform the assessment of
its level and take measures mitigating risk occurrence in their units and report such incidents in
accordance with internal regulations,
= the activity of the NBP Head Office Department, which — on an ongoing basis — monitors and
analyses operational risk in NBP as a whole, prepares regulations and draft measures related to
changes to operational risk management. It also prepares reports on operational risk for
the Commission for Operational Risk Management and the Management Board of NBP,
= operational risk management effectiveness assessed by the Commission for Operational Risk
Management which monitors the current level of operational risk, performs analysis of the causes
underlying materialisation of risk assessed as high or unacceptable, and also submits proposed
solutions and changes in this area to the Management Board of NBP,

= strategic decision-making by the NBP Management Board.

The tasks carried out as part of risk management include:

= on-going identification and analysis of individual types of risk,

= measurement of risk level and its acceptance or non-acceptance,

= selection of the risk mitigation mechanisms,

* monitoring and day-to-day control of the efficiency of the risk mitigation mechanisms applied,

= provision of periodical information about the results of risk management.
7.1. Financial risk

The main types of financial risk underlying the activities of NBP are: credit risk, liquidity risk and
market risk, i.e. interest rate risk, foreign exchange rate risk, risk of changes in the prices of ETFs
replicating stock indices or risk of changes in the prices of equity index futures. The accepted level of
financial risk is set through the system of investment limits, determination of which takes also into
account mitigation of concentration risk. NBP’s exposure to individual types of risk stems from its
performance of statutory tasks of the central bank, i.e. managing the foreign currency reserves and
implementing monetary policy, including regulating the liquidity of banks and providing them with
refinancing facilities. The Financial Risk Management Department monitors, on an ongoing basis,
the Bank’s exposure to financial risk and presents financial risk analysis to the Management Board of
NBP.

7.1.1. Credit risk
Credit risk is related to potential financial losses arising from counterparty default (in particular, failure

to repay, in full or in part, principal or interest within the agreed time), or due to a decline in the market

value of investment instruments arising from a deterioration in the issuer's creditworthiness.

Financial Statements of Narodowy Bank Polski as at 31 December 2023 57



Notes

7.1.1.1. Credit risk in foreign currency reserve management

Exposure to credit risk in the process of NBP foreign exchange reserve management is mitigated using
the following methods:

= limiting the share of term deposit transactions and non-government securities,

= counterparty selection criteria and on-going monitoring of their creditworthiness,

= limits imposed on counterparties of term deposit transactions and foreign currency transactions,

= limitation of the maturity of term deposit transactions,

= selection criteria for issuers of securities,

= limits for issuers of securities,

* entering into master agreements with counterparties,

= collateral in repo/reverse repo transactions.

Credit risk analysis is conducted by NBP using both data related to the financial position of
counterparties and assignments of rating agencies as well as risk valuation reflected in market

quotations.

Narodowy Bank Polski’s exposure to credit risk due to the main investment instruments of foreign

currency reserves is presented below.1

Current account in gold 39,020,304.0

Term deposits in gold 27,211,360.6 31,755,510.9 A1 1
Current accounts in foreign currency* 18,971,922.1 20,345,541.1 A22 31
Term deposits in foreign currency 44,777,916.0 37,562,191.4 A22 31
Reverse repo transactions 66,812,921.8 53,550,113.6 A22 3.1
Debt securities denominated in foreign currency 499,316,527.3 516,089,683.1 A22 3.1
Margins related to futures transactions 270,501.3 1,088,239.0 A22 31
Interest on term deposits in gold 2,066.7 3,888.1 A22 341
Total 696,383,519.8 660,395,167.2

* Current accounts excluding the current accounts in the ECB used for settlements in TARGET (see Note 3.1).

The dominant portion of foreign currency reserves is invested in government debt securities of high
rating countries characterised by the highest level of safety and liquidity. Non-government debt
securities held in the investment portfolios are issued primarily by international institutions and
government agencies. The scale of investment in the corporate bond market is small. Around 1% of debt
securities held by NBP is classified as green bonds and sustainable bonds.? The share of term deposits

in foreign currency reserves is low — transactions are concluded for short periods with banks of high

19Tt is assumed that the exposure to the IMF (receivables from the IMF — see Note 2) does not generate credit risk.
20 Green bonds or sustainable bonds are issues whose proceeds are used to finance or re-finance green projects or
in the case of the latter — social projects. These may include projects linked to energy efficiency, renewable energy,
prevention of environment pollution, sustainable management of natural resources, biodiversity, provision of
essential infrastructure and services or food security, and support for socio-economic progress.
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creditworthiness. NBP also holds funds in current accounts, mainly operated by central banks,

in the process of foreign currency reserves management.

The creditworthiness ratings of the country of the debt securities issuer are, among others, used for
estimating the credit quality of debt securities issued by governments and central banks. The credit
quality of issuers of other debt securities, as well as counterparties with which term deposits are
concluded (except for central banks), is assessed based on the scoring models that take into account,
among others, ratings assigned by rating agencies and individual issuer’s financial data. The financial
standing of issuers and NBP’s counterparties is subject to on-going monitoring based on daily
information about changes in creditworthiness ratings and rating forecasts provided by rating agencies,
as well as implied ratings derived from CDS (Credit Default Swap).

The results of an analysis of data as of 31 December 2023 indicate that no cases of impairment of held-

to-maturity debt securities have occurred.

Exposure to credit risk of deposits and debt securities related to foreign exchange reserve management,

by issuer/counterparty’s sector, geographical location and credit rating, is presented below.?!

A |[TEhAE

General government institutions 459,175,760.2 470,891,051.9
- Foreign central government institutions 441,881,609.2 431,788,496.2
- Other 17,294,151.0 39,102,555.7
Monetary financial institutions 89,265,353.0 94,487,430.2
- Foreign credit institutions 72,522,858.8 75,930,741.1
- Central banks 16,742,494.2 18,556,689.1
International financial organisations 1,770,175.8 3,304,973.3
Non-monetary financial institutions 11,020,515.5 8,799,728.9
Non-financial sector 10,076,066.2 7,928,089.2
Total 571,307,870.7 585,411,273.5

21 The change in the structure of ratings in 2023 was mainly the result of a change in the average rating of the USA.
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sizan | a2z

United States 185,595,310.5 174,506,217.4
Euro area 142,525,281.4 170,912,123.0
United Kingdom 77,539,901.3 78,903,375.8
Canada 58,898,497.7 55,845,278.2
Australia 46,290,989.2 45,767,385.6
Norway 25,864,743.6 27,612,796.8
Asian countries 12,201,944.9 12,533,835.8
New Zealand 11,435,885.1 10,805,626.5
Switzerland 7,436,570.0 5,219,661.0
Denmark 1,666,143.3 0.0
Sweden 62,464.9 0.0
Other 1,790,138.8 3,304,973 .4
Total 571,307,870.7 585,411,273.5

31.12.2023 31.12.2022

0.1% 0.1%

B Counterparties with the average rating of AAA B Counterparties with the average rating of AAHAAAA-

Counterparties with the average rating of A+/AA- Counterparties with the average rating of BEB+/BEB

7.1.1.2. Credit risk underlying domestic operations
7.1.1.2.1. Debt securities

As a result of purchase operations in Treasury debt securities conducted in the years 2020-2021
on the secondary market as part of its structural open market operations, as of 31 December 2023 NBP
held Treasury debt securities in zloty and debt securities guaranteed by the State Treasury in zloty for
a total accounting book value of PLN 138,887,605.0 thousand (PLN 140,673,185.5 thousand as of
31 December 2022 — see Note 3.2). Purchased debt securities denominated in domestic currency are held
for monetary policy purposes and valued according to their clean price adjusted for the accrued

discount and premium, less impairment.

60 NARODOWY BANK POLSKI



Notes

Debt securities held for monetary policy purposes were issued or fully guaranteed by the State Treasury.
The results of the analysis performed as at 31 December 2023 show that no indications of their

impairment have occurred.
7.1.1.2.2. Claims on credit operations

To support financial system liquidity, NBP may grant a refinancing loan in zloty to banks to supplement
their financial resources. Specifically, banks use intraday credit and marginal lending facility (Lombard
credit). Banks also use intraday credit in euro. On request by a bank, NBP may also grant a refinancing

loan in another form specified by the Management Board of NBP.

The total drawing on the credit in annual terms*

Lombard credit 89.0 62.2 26.8
Intraday credit 19,889,150.3 18,564,907.0 1,324,243.3
Intraday credit in EUR 55,163.0 51,011.9 41511

* The values of credits are the sum total of their daily drawing and result from banks’ individual liquidity
needs.

The risk underlying these operations is mitigated through the use of eligible collateral that meets
the criteria set by NBP. When setting the required level of collateral, the haircut rate is applied,
with the purpose to take into account the risk of unfavourable changes of the market value of collateral,

in particular of market prices and exchange rates.

Treasury and NBP securities denominated in PLN and debt securities guaranteed by the State Treasury
in zloty are the primary collateral presented by banks. The list of assets accepted as collateral also
comprises other debt securities deposited with the Central Securities Depository of Poland [Krajowy
Depozyt Papieréw Wartosciowych S.A.]: covered bonds, municipal bonds, corporate bonds, bonds
issued by the European Investment Bank denominated in PLN, as well as — in the case of Lombard credit

— EUR-denominated Treasury bonds.

In the case of a refinancing loan granted in another form specified by the Management Board of NBP,

a wider range of collateral may apply.

Intraday credit in euro is extended in accordance with the principles laid down in the Agreement on
the terms of opening and maintaining an account in euro in the TARGET-NBP system, and it may be
collateralised by Treasury bonds participating in BondSpot S.A. fixing and accepted by the ECB

(in addition, haircut related to the exchange rate risk is taken into account).
7.1.2. Liquidity risk

Liquidity risk is associated with the possibility of incurring additional expenses, if an urgent need arises

to raise liquid funds.
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As NBP has the exclusive right to issue banknotes and coins of the Republic of Poland, NBP is capable
of creating liquidity in domestic currency. This is, however, constrained by the responsibility of NBP
for the stability of domestic currency. The assumptions of monetary policy are set annually by the MPC,

which, based on the above assumptions, also approves the financial plan of NBP.

In the process of foreign currency reserves management, NBP provides adequate liquidity of funds by
matching current and expected cash flows. Investments are made in the markets that ensure immediate
availability of funds — reserve currencies and investment instruments are principally characterised by

high liquidity.
7.1.2.1. Maturity analysis for financial liabilities in foreign currency

The table below presents the maturity analysis for financial liabilities of NBP denominated in foreign
currency as at 31 December 2023 and 31 December 2022.22

Moreover, when joining the IMF borrowing programmes (see Note 2), NBP committed to grant foreign-

currency-denominated loans to the IMF under, respectively:

= NAB agreement — up to the amount of SDR 2,570,800.0 thousand (SDR 2,570,800.0 thousand as at 31
December 2022), of which the outstanding amount of the NBP’s commitment as at 31 December 2023
was SDR 2,568,225.0 thousand (SDR 2,558,525.0 thousand as at 31 December 2022),

= bilateral borrowing agreements — up to the amount of EUR 2,701,000.0 thousand (EUR 2,701,000.0
thousand as at 31 December 2022), of which the outstanding amount of the NBP’s commitment as at
31 December 2023 was EUR 2,701,000.0 thousand (EUR 2,701,000.0 thousand as at 31 December
2022).

L7 L8
Liabilities to Liabilities to non-
TOTAL Avista From 1 day Over 1 month Over Balance-sheet residents residents L9 : L:11l9tlher
to 1 month to 3 months 3 months value o 0 0 n SDR allocation liabilities
denominated in denominated in
foreign currency foreign currency
Currentfauxiary accounts n forelgn Curtency a7 763 0843 37,763,0843 00 00 00 | 377630843 37,690,701.8 723825 00 00
operated by NBP
Term deposit accounts in foreign currency 7,764,387.9 00 77643879 00 00 77452549 7,745.254.9 00 00 00
operated by NBP
Repo transactions 66,950,080.2 00 54,707,567.5 9,978,453.4 2,264,059.3 66,800,236.4 00 66,800,236.4 0.0 0.0
?J:ee;fc"y'a"“a‘ liables denominated in freign 853,764.9 00 853,664.5 100.4 00 853,764.9 2005719 6424389 00 1,754.4
SDR allocation 279743177 00 288,292.1 0.0 27,686,025.6 27,878,502.6 0.0 0.0 27,878,502.6 0.0
TOTAL 141,305,635.0 37,763,084.3 63,613,912.0 9,978,553.8 29,950,084.9 141,040,843.1 45,645,528.6 67,515,057.8 27,878,502.6 1,754.1

%7 L8
N From 1 day Over 1 month Over Balance-sheet Llabl.lmes © Llabllm.es oS L& L.11 Other
Avista residents residents q T
to 1 month to 3 months 3 months value 0 . q o SDR allocation liabilities
denominated in denominated in
foreign currency | foreign currency
Currentfauiary accounts n forelgn curtency 5 773 g1 4 45,773,8614 00 00 00 | 457738615 456986745 75,187.0 00
operated by NBP
Term deposit accounts in foreign currency 13,188,279.9 00 41533006 90349793 00 | 131325074 13,132,527.1 00 00 00

operated by NBP
Repo transactions 53,677,589.8 00 41,197,628.7 6,892,926.7 5,587,034.4 53,539,855.3 00 53,539,855.3 0.0 0.0

Other financial liabilities denominated in foreign

194,142.5 00 193,996.6 145.9 0.0 194,142.5 178,870.7 10,093.8 0.0 5,178.0

currency
SDR allocation 30,952,659.7 0.0 221,788.5 0.0 30,730,871.2 30,871,510.9 0.0 0.0 30,871,510.9 0.0
TOTAL 143,786,533.3 45,773,861.4 45,766,714.4 15,928,051.9 36,317,905.6 143,511,897.3 59,010,072.3 53,625,136.1 30,871,510.9 5,178.0

2 Liabilities due to FX spot transactions recognised on off-balance-sheet accounts are presented in Note 10.1.
Liabilities due to NBP’s own administrative activities were not included, as bearing no material impact.
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In the case of liabilities denominated in foreign currency due to current and auxiliary accounts, NBP
generally holds liquid funds in current accounts and overnight term deposits on the assets side.
For liabilities due to accepted term deposits, appropriate funds on the assets side are invested in term
deposits of the same maturity date. On the other hand, repo transactions are executed simultaneously

with reverse repo transactions of the same maturity date (see Note 3.1).
7.1.3. Interest rate risk

Interest rate risk is related to a potential decline in the market value of financial instruments due to

an unfavourable change in their yields.

The primary measure of interest rate risk applied by NBP is modified duration, hereinafter referred to
as “MD”, which specifies the sensitivity of investment portfolio values to changes in the yield on

financial instruments.

To mitigate the interest rate risk in the process of managing foreign currency reserves, NBP defines
the benchmark level of MD of foreign currency reserves, along with admissible fluctuation bands.

In 2023, the MD of the reserves remained at the level close to its level in the preceding year.

Sensitivity analysis, conducted based on MD?, has shown that a change in interest rates by 100 basis
points (for each foreign exchange portfolio, evenly distributed along the yield curve) would result in
a change of the value of securities portfolios by PLN 14,719.0 million as at 31 December 2023 (as at 31
December 2022 — by PLN 14,138.7 million). The change in value of securities portfolios in individual
currencies in response to a 100 bps change in interest rates, as estimated based on MD analysis,

is presented below.

MD-based estimate of a change in values of securities portfolios in individual currencies in
response to a 100 bps change in interest rates

usD 4,947.2 4,946.2 1.0
EUR 3,194.3 2,946.5 2478
GBP 1,775.0 1,787.1 -1241
CAD 1,564.4 1,468.4 96.0
AUD 1,837.3 1,738.3 99.0
NOK 953.5 876.9 76.6
NZD 4473 375.3 72.0
Total 14,719.0 14,138.7 580.3

% In its sensitivity analysis NBP applied the MD ratio for individual foreign-currency securities portfolios as
at 31 December 2023 and as at 31 December 2022 (in both cases, excluding the portfolio of held-to-maturity debt
securities) as a linear measure of the relationship between price and yield, as well as the holding of securities
portfolios as at 31 December 2023 and as at 31 December 2022 (in both cases, excluding the portfolio of held-to-
maturity debt securities) based on values used in the monitoring of MD.
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In accordance with the accounting principles of NBP, price revaluation gains on securities denominated
in foreign currency at the end of the year are recorded as revaluation accounts on the liabilities side of
the balance sheet, while losses on price revaluation of these securities are debited to NBP’s financial

result.

Debt securities denominated in foreign currency held to maturity and debt securities denominated in
domestic currency held for monetary policy purposes are valued at clean price adjusted for the accrued
discount and premium, less impairment (see Note 3.1 and Note 3.2).

7.1.4. Foreign exchange rate risk and gold price risk

Foreign exchange rate risk arises out of a potential decline in the value of foreign currency holdings as

a result of fluctuations of foreign currency rates in the foreign exchange market.
The assessment of exposure to foreign exchange rate risk is carried out based on the parametric Value
at Risk (VaR) methodology. The level of VaR calculated as at the balance sheet date is taken into account

for calculating the amount of the FX risk provision (see Chapter 4 and Note 9).

In the process of foreign currency reserves management, NBP defines the currency structure of

the strategic benchmark?* alongside admissible fluctuation band (see Note 3.1 and Note 12.1).

As at 31 December 2023 and 31 December 2022, the currency composition of the strategic benchmark

included:

Currency composition of the strategic benchmark

usD 36% 36%
EUR 22% 22%
GBP 13% 13%
CAD 11% 11%
AUD 9% 9%
NOK 6% 6%
NZD 3% 3%

The risk of a change in the price of gold (see Note 1) arises out of a potential decline in the value of gold

as a result of changes in the market price of gold.

2 The strategic currency benchmark is a reference portfolio for a portion of actively managed foreign currency
reserves, mirroring long-term assumptions for the investment strategy by setting the foreign currency composition
and the level of modified duration. The strategic benchmark does not include the portfolio of held-to-maturity debt
securities, as it is not actively managed.
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The impact of a decline in the price of gold on the financial result is limited by unrealised gold

revaluation gains and gold revaluation account (see Note 9.1).
The balance-sheet values of foreign currency holdings and gold holding of NBP as at 31 December 2023

and 31 December 2022 by currency are presented below, wherein items in foreign currency related to

own administrative activities are presented as part of PLN holdings since they are immaterial.
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Notes

7.1.5. Equity (equity indices) price risk

In 2023, NBP had an exposure to risk of stock price changes through its investment in ETFs that replicate
equity indices and in equity index futures. The risk of a change in the prices of ETFs is related to
a potential loss of their value, arising mainly from unfavourable changes in the prices of replicated
equity indices. The risk of a change in the price of equity index futures is related to a potential loss of
value of these contracts, arising mainly from unfavourable changes in the prices of the underlying
instrument (equity index). Limits of investment in equity index futures and ETFs, and the criteria of

their choice, serve the mitigation of risk related to a change in the value of equity indices.

Daily changes in the market prices of futures are recognised in the financial result on a daily basis,
including also on the day of closing the open position in futures, as realised price gains/losses (see Note
12.1).

As at the balance sheet date, ETFs are valued at market price, separately for each ETF holding.
In accordance with the accounting principles of NBP, price revaluation gains on ETFs at the end of
the year are recorded as revaluation gains on the liabilities side of the balance sheet, while losses on

price revaluation of these instruments are debited to NBP’s financial result.

In 2023, NBP invested in ETFs on the markets of the United States, euro area, the United Kingdom,
Canada and Australia. In 2023 and 2022, NBP invested in equity index futures on the markets of
the United States, euro area, the United Kingdom, Canada and Australia.

7.1.6. Risk related to market value of financial assets and liabilities and off-balance-sheet financial

instruments

Narodowy Bank Polski values financial assets and liabilities and off-balance-sheet financial instruments
using market prices (mark-to-market valuation) or valuation models accepted in market practice (mark-
to-model valuation) with prices or market parameters as input factors, with the exception of:

= claims and liabilities due to bank accounts, including deposits and term deposits,

= credits and loans granted,

= held-to-maturity debt securities®,

= debt securities held for monetary policy purposes?,

= banknotes and coins in circulation,

= debt securities issued by NBP,

= other financial assets and liabilities (presented in items A.10 and L.11).

As regards other financial instruments, bearing in mind their nature (e.g. short-term character,
uniqueness of the instrument), it was assumed that their balance sheet value approximately equals their

market/current value.

% Debt securities held to maturity and debt securities denominated in domestic currency held for monetary policy
purposes are valued at clean price adjusted for the accrued discount and premium, less impairment.
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Financial assets and liabilities as well as off-balance-sheet financial instruments are classified into one

of the following three levels based on the methods of determining the market value for price valuation

used by NBP:

Financial assets and liabilites and off-
balance-sheet financial instruments whose
market value is determined directly on the
basis of (unadjusted) prices quoted on active
markets for identical assets, liabilities or off-
balance-sheet financial instruments.

NBP has classified into this category debt
securities and ETFs denominated in foreign
currency purchased by NBP, except for debt
securities valued by reference to yield curve
values.*

Financial assets and liabilites and off-
balance-sheet financial instruments whose
market value is determined on the basis of
valuation models, for which all significant input
data are observable in the market directly (as
prices) or indirectly (as based on prices).

NBP has classified into this category :

= debt securities priced based on the yield
curve values for a given type of securities
having the same credit risk of the issuer,

= forward transactions in debt securities for the
revaluation of which it uses the model with
input parameters coming directly from the
market.

Financial assets and liabilities as well as
off-balance-sheet financial instruments
whose market value is estimated using
valuation models for which input data are
not based on data observable in the
market.

As at 31 December 2023 and
31 December 2022, NBP did not classify
any financial assets and liabilities and off-
balance-sheet financial instruments into
this category.

* Gold is also subject to revaluation according to market prices. To measure its value, NBP uses the average market price of gold

which is converted into domestic currency at the average NBP exchange rate of the US dollar prevailing as at the balance sheet

date.

Financial assets and liabilities and off-balance-sheet financial instruments that are presented in

the balance sheet as at 31 December 2023 and 31 December 2022 according to market value, assigned to

individual levels, are presented below.

31.12.2023 Balance
PLN thousand Level 1 Level 2 Level 3 Balance-sheet value sheet item

ASSETS
Debt securities purchased by NBP 439,229,044 4 20,344,451.8
ETFs 7,884,375.5 0.0
Forward transactions in debt securities
(revaluation gains) 00 130
LIABILITIES
Forward transactions in debt securities

0.0 0.0

(revaluation losses)

0.0 459,573,496.2 A22
0.0 7,884,375.5 A22
0.0 13.0 A.10.3
0.0 0.0 L1141
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31.12.2022 Balance

ASSETS

Debt securities purchased by NBP 4312796289 40,237,699.8 0.0 471517,328.7 A22
ETFs 0.0 0.0 0.0 0.0 A22
Forward transactions in debt securities

(revaluation gains) 0.0 1,799.4 0.0 1,799.4 A.10.3
LIABILITIES

Forward transactions in debt securities 00 519 00 519 L1144

(revaluation losses)

In 2023 and 2022 there were no transfers between Level 1 and Level 2.

Narodowy Bank Polski also invests in futures transactions. These contracts are marked to market
(Level 1) and settled on a daily basis (see Chapter 2.4 and Note 12.1).

7.2.  Operational risk

The concept of operational risk in NBP includes the possibility of incurring financial or non-financial
damages, including failure to carry out tasks or a negative impact on the reputation of NBP, both
resulting from inadequate or failed internal processes and systems as well as personnel or external

events.

In 2023, the operational risk in NBP was divided into five sub-categories: safety risk, personnel risk,
legal risk, cybersecurity risk and technological risk, which includes ICT technological risk (related, inter
alia, to IT and ICT systems, IT software and hardware) and non-ICT technological risk (related, inter

alia, to construction facilities and elements of mobile equipment).

The operational risk mitigation mechanisms used at NBP include, in particular:

= external and internal regulations,

= the scope of job responsibilities and division of duties,

= data reconciliation, and the “four-eyes” principle,

= the system of (financial, time) limits and restrictions,

» introduction of access control system as well as IT and telecommunications, physical and electronic
safeguards,

= generation of back-up copies of electronic files,

= development of contingency and evacuation plans as well as training and tests related to securing
business continuity in NBP,

= jnsurance,

= control and internal audit.

In 2023, operational risks in NBP activity were monitored on an ongoing basis. In 2023, the Commission
for Operational Risk Management held 12 sessions during which topics were discussed related to

the assessment of the current activities aimed to ensure the proper execution of NBP tasks, including
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risks related to cybersecurity contingency plans. The level of risk at NBP in 2023 was monitored on

an ongoing basis and mitigating measures were also systematically adopted.

7.3. Taxrisk

Due to the legal status of NBP and its specificity resulting from the functions it performs as a central
bank, the scope of the provisions of tax law and provisions relating to other public levies applicable to

NBP includes, under:

= the Tax on Goods and Services (VAT) — splitting the activity of NBP into activity not subject to
regulations on VAT in respect of which NBP engages as public authority and is bound by provisions
of law, in particular: Constitution of the Republic of Poland, the Act on NBP, the Public Finance Act?,
the Foreign Exchange Law? and the Banking Law Act?, and, in the remaining scope, the activity
subject to regulations on VAT, in respect of which NBP usually acts as VAT taxpayer,

= the Corporate Income Tax (CIT)? — benefiting from full personal exemption as CIT taxpayer and
being subject to obligations as a tax remitter of withholding tax on general terms,

= the Personal Income Tax (PIT) — being subject to obligations as a tax remitted, including with respect
to withholding tax, on general terms,

= the Tax on Civil Law Activities and the Stamp Duty — benefiting from full personal exemption from
this tax and this duty, on a par with budgetary units,

= the Immovable Property Tax — being subject to obligations as a taxpayer of this tax on general terms,

= the Tax on Certain Financial Institutions — NBP is not subject to this tax.

At NBP, internal rules apply which define, taking into account the above legal context, the scope of
responsibilities for NBP’s tax settlements. The monitoring and management of tax risk are centralised
at the Accounting and Finance Department. At NBP, the set action framework is oriented towards
ensuring security, transparency, predictability and rationality of tax settlements. Accuracy, timeliness
and completeness of tax settlements is subject to periodic verification (at least every 3 years) by

an external, professional entity through tax review.

Warsaw, 21 March 2024

Director of the Accounting Management Board
and Finance Department of Narodowy Bank Polski
of Narodowy Bank Polski

/-] Krzysztof Kruszewski /-/ Adam Glapiriski
/-/ Marta Kightley
/-/ Adam Lipinski
/-/ Marta Gajecka
/-/ Pawet Mucha
/-/ Piotr Pogonowski
/-/ Artur Sobont
/-/ Rafat Sura
/-/ Pawet Szatamacha

26 The Public Finance Act of 27 August 2009 (Journal of Laws of 2023, item 1270, as amended).

27 The Act of 27 July 2022 - Foreign Exchange Law (Journal of Laws of 2022, item 309).

28 The Act of 29 August 1997 — Banking Law (Journal of Laws of 2023, item 2488, as amended).

» In accordance with the Act on NBP, 95% of NBP’s profit is remitted to the State budget (see Note 9).
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