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Operation Description 

Client: PGE Group (“PGE” or the “Group”) is the largest vertically integrated producer of electricity and 

heat in Poland, a utility company active in conventional and renewable energy generation, district 

heating, supply (wholesale trading and sale of electricity, trading of CO2 allowances, energy certificates 

and fuels, retail sale of electricity), electricity 

distribution and etc. The Group covers the 

whole value chain from lignite extraction at its 

own mines, through generation of electricity 

and heat, to distribution (297,716 km of power 

lines covering 40% of the country) and sales (c. 

5.5m customers). PGE generates c. 44% of 

Poland's electricity and c. 20% percent of the 

country's district heat, and its electricity 

distribution area covers about 40% of the 

country's territory. The Group's generation 

capacity is primarily fixed-cost in nature, with a significant proportion of both lignite (sourced internally) 

and hard coal. During 2021, its electricity generation mix was based 54% on lignite and 35% on hard 

coal, while the contribution of renewables (wind, hydro, pumped storage and PV plants) accounted for 

just 3.4% of net electricity generation.  

PGE has displayed strong financial performance and benefits from a sound financial structure. As of 

2021, the Group achieved revenues of PLN 52.7bn, EBITDA of PLN 9.5bn (18% margin), with Net Debt 

to EBITDA of just 0.4x. The Group is rated by both Fitch (BBB+/Stable reaffirmed March 2022) and 

Moody’s (Baa1/Stable reaffirmed in January 2022). PGE remains majority state owned (61.7% jointly 

                                                                                           
1  As required by Section IV paragraph 1.4.8 of EBRD’s Directive on Access to Information (2019), the Bank shall 

disclose information (excluding Confidential information) contained in Operational Performance Assessment 

(OPA) reports for State Sector Projects selected for extended review, within 60 calendar days after comple tion 
of the relevant OPA report. 
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State Treasury with its subsidiary TF Silesia), with the remaining 38.3% floated on the Warsaw Stock 

Exchange. As of 1 September 2022, it had market capitalization of PLN 15.8bn.  

EBRD Financing: In June 2017, the Bank signed a PLN 500m (c. €116m), 11-year amortising senior loan 

(the “Loan”) with PGE Polska Grupa Energetyczna S.A. (the “Borrower”), a holding company for the 

Group. The Loan proceeds funded c. 8% of the Group’s 2016-19 PLN 6.5bn (c. €1.5bn) investment 

program in the distribution segment. The full Loan amount was disbursed in April 2019. 

Loan features: EBRD’s financing came in the form of a senior unsecured loan, with an 11-year maturity 

period.  

Use of proceeds:  

 The client had an overall PLN 6.5bn (~€1.5bn) investment plan in energy distribution for the 2016-

19 period (the “DSO Distribution Investment Program”), to be implemented by PGE’s fully owned 

subsidiary PGE Dystrybucja SA (“PGE DSO”).  

 Of this, the Bank identified PLN 1.73bn (~€401m) worth of investments which aimed to (i) increase 

the connection capacity of new renewable energy sources, (ii) improve the grid assets and 

management systems needed to control dispersed generation assets, and (iii) reduce energy losses 

(together, the “Grid Enhancement Investment Plan” or the “Project”). Such plan included (i) 

investments in substations, (ii) grid automation investments, (iii) investments in new electricity lines, 

and (iv) investments in equipment modernisation and replacement. 

 EBRD’s Loan proceeds would finance up to one third of the total Project cost  ca. PLN 0.5bn 

(~€116m). A detailed investment and procurement plan was developed, and compliance with this 

plan was clearly covenanted in the legal documentation. The Bank has since then monitored the 

investment implementation and use of proceeds. 

 

Existing exposure and operation scope and design: This operation was the Bank’s first financing 

extended to PGE. So far, there have been no changes to the scope or design of the operation following 

approval.  

Operation's primary objective(s): The Bank’s Loan was intended to support PGE’s 2016-19 PLN 6.5bn 

(~€1.5bn) DSO Distribution Investment Program in Poland. In particular, the Bank would finance about 

one third of the client’s PLN 1.73bn (~€401m) Grid Enhancement Investment Plan, which focused on 

distribution upgrade investments seen as critical to facilitate the connection of new renewable energy 

sources and to achieve further reductions in energy losses.  

The Project’s main objectives included (i) addressing electricity grid constraints, which remained one of 

the key bottlenecks for further expansion of the Polish renewable energy sector, and (ii) improving grid 

efficiency and reducing carbon emissions related to energy losses. Overall, the Project was expected to 

(i) allow PGE to connect 500MW of renewable energy capacity and (ii) to reduce energy losses in the 

distribution network translating into over 70,000 tonnes of CO2 emission savings per year, among 

others. 

The Loan was presented under the Integrated Approach to Polish Renewables (“IAPR”). The IAPR was 

aimed at supporting, unlocking and intensifying efforts for the construction of new renewable energy 

generation capacity in Poland. It intended to do so through a combination of investment, policy dialogue 

and technical assistance. The focus of IAPR was expected to be on: 
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(i) Promoting private sector investment in the Polish renewable energy sector; 

(ii) Supporting network operators in building both the physical and the operational capacity needed 

to accept and manage large scale penetration of renewable energy; and 

(iii) Supporting the regulator in the design of the revised renewable support system by contributing 

knowledge transfer from the regulator’s counterparts in Western Europe. Possibly, the revised 

support system could provide a demonstration effect for other countries in the region. 

 

Relevance The operation was presented under the Integrated Approach to Polish Renewables 

and was fully consistent with the underlying objectives thereof as it aimed to 

support the development of necessary infrastructure to enable the connection and 

efficient integration of future renewable energy installations in Poland. Several 

other Bank operations were also presented under the IAPR.  

The operation was consistent with the Bank’s Strategy for Poland (namely with its 

“low carbon transition” objective, a key priority) as well as the Bank’s Energy Sector 

Strategy and the Bank’s Green Economy Transition approach, given its contribution 

towards supporting a transition to low carbon economy. 

Additionally, the Bank’s Loan was a local currency loan, which allows the client to 

avoid a currency mismatch given all revenues are in local currency. 

Suitability of the structure for the client and the objectives : The Bank’s Loan was 

tailored to cater to the client’s needs and the Project’s success. The Bank validated 

the needs assessment and investment program, and extended a sizeable Loan to 

finance c. 1/3 of the Project. The Loan’s long-term maturity profile allowed the 

client to comfortably undertake these long-term investments.  

Integration of elements such as donor funded activities and policy dialogue with 

financing: the Bank adopted a holistic approach to the development of renewable 

energy in Poland. The Loan was provided under the IAPR, a comprehensive 

framework for development of the renewable energy sector in Poland, which 

benefited from extensive analysis and consultation with developers, utilities, the 

regulator and private investors, among other. The Bank engaged (and sourced funds 

to support) policy dialogue and technical cooperation initiatives as part of the IAPR 

and the operation, aiming to advance the energy sector’s development.   

Completeness and adequacy of indicators to monitor and measure results : This 

operation had a total of seven transition impact benchmarks (related to the 

investment plan, new RE capacity added, share of RE distributed, technical 

parameters, etc.) and four business outputs (project implementation, timeline and 

budget, financial return and environmental compliance), used as indicators to 

measure its success.   

Integration of risk assessments and experience from earlier projects in helping to 

shape design: the Bank has extensive experience in extending corporate loans to 

private sector clients, and was well aware of the sector-wide risks in Poland at the 

time of the loan approval. The Bank made a thorough assessment of PGE’s credit 

profile for this long-term corporate loan, and tightly defined the perimeter for the 

use of the Bank’s financing to allow for clear control of use of funds. 
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At Board approval, additionality was expected to derive from (i) the Bank’s ability to 

top up local financing sources, (ii) the long tenor provided by the Bank, necessary to 

fund the Group’s investment program, and (iii) EBRD’s participation would also 

improve the environmental management practices of the PGE Group.  

EBRD attributes: 

- Having extensive experience in 

the Polish power sector. 

- “Successful” policy dialogue. 

- Parallel implementation of the 

technical assistance initiatives 

under the IAPR. 

Conditionalities: 

- Additional environmental 

requirements. 

- Use of proceeds limitations. 

- Requirements of the TC 

initiatives. 

 

EBRD was additional to the Project, namely in relation to the long tenor it provided, 

and given the Bank’s ability to approve a sector-wide integrated approach, including 

policy dialogue and technical cooperation initiatives. 

Tenor: The Bank’s financing, which covered PLN 500m (~€116m) of the Group’s 

PLN 1.73bn (~€401m) Grid Enhancement Investment Plan, had an 11-year 

maturity. Availability of long-term funds is key in order to support large capital-

intensive investment programs.  

Technical Cooperation: There were no technical cooperation activities associated 

directly with this project.  However, the larger parallel TC assignment conducted by 

the Bank under the IAPR (the “IAPR TC”), was aimed at supporting the smooth and 

transparent implementation of the new renewable energy support system and was 

partially completed: The initiative under the IAPR TC included the support to 

“increase the transparency and clarity of the new auction system”. In 2018, the 

EBRD and the Energy Community Secretariat (EnCS) jointly issued Policy Guidelines 

to help countries design and implement competitive selection processes for 

supporting RE. The Polish Auction Based Renewable Energy Support System is 

largely in compliance with such guidelines.  

 

Effectiveness The transition impact objectives for this Operation included (i) expansion of markets, 

(ii) setting standards for business conduct, and (iii) demonstration of new 

technologies and processes.  

Overall, the Project achieved its business results, namely in relation to (i) the 

Project’s physical completion, (ii) its implementation timeline, and (iii) the Group’s 

financial results, and (iv) environmental compliance. 

- The Project’s environmental benefits resulted from (i) increasing grid capacity 

for integrating renewable energy supply into the system and (ii) reducing energy 

losses in the distribution. The Project’s environmental and social risks were 

limited and could be readily addressed through the implementation of 

appropriate mitigation and management measures included in the 
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Environmental and Social Action Plan ("ESAP") agreed with the Group. From 

signing, the Group has complied with its ESAP implementation and reporting 

requirements satisfactorily.  

I. The Bank’s role has been instrumental for the development of the Polish RE sector, 

including policy dialogue activity at national and EU levels.  

Efficiency Approval: This operation passed concept review in January 2016, final review in 

October 2016, was Board approved in April 2017, and signed in June 2017. This 

constitutes a regular timeline for an operation of these characteristics and size, 

considering the Bank did not have previous exposure to this client. Due diligence for 

the project was that of a standard corporate loan, including validation of needs 

assessment, use of proceeds analysis, appropriateness of debt structuring, etc.  

Disbursement: The Loan was disbursed in April 2019 (within the Loan’s availability 

period).  

Implementation: Structuring was appropriate, as evidenced by the fact that the 

Project implementation was successfully completed. 

Overall, EBRD has executed this operation in a satisfactory manner. 

Overall, this operation’s results are deemed sustainable, as the client completed the 

grid capacity increases for integrating renewable energy supply into the system as 

originally envisaged, managing to reduce energy losses in the distribution. There 

were no major environmental and social risks and to date the client has been in full 

compliance with the ESAPs agreed with the Bank as part of the operation. Continued 

compliance is expected going forward. Furthermore, the Bank’s involvement in the 

sector (including through financing, promotion of private investments, policy 

dialogue and technical cooperation) acted as a positive force in the development of 

the Polish RE sector. 

There are two important topics that the Bank would like to present separately, for 

completeness, given their relevance when it comes to understanding PGE’s future. 

These include (1) at national level, the proposed spin-off of the coal assets from the 

main utilities, and (2) at client level, the Group’s 2030 (Sustainability) Strategy.  

1. Poland’s nation-wide coal asset carve-out: 

In April 2021, the Polish government announced plans to nationalise the coal and 

lignite mining and energy generation assets of the domestic power utilities having a 

state ownership stake (PGE, Enea, Energa and Tauron). According to recent public 

statements from the government, the sale of assets to National Energy Security 

Agency (NABE) is expected to be completed by the end of the first quarter of 2023 

(until then these utilities will group assets intended for the spin-off under one 

subsidiary each and sell to the State Treasury). The Bank will continue monitoring 

developments on this front closely. This carve-out will be transformational for PGE, 

given that initially the Group will be mostly a distribution company, and given it will 

need to start investing heavily into renewable energy generation. This is where the 

Group’s 2030 Strategy comes in.  

2.  

3.  
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4. PGE’s 2030 Strategy: 

In late 2020, PGE announced its new strategy aiming at transitioning into a low-

carbon-intensive utility by decarbonising power generation and ultimately achieving 

climate neutrality. The Group targets to achieve a 50% renewable portfolio (and c. 

85% share of low- and zero-emission sources in the generation portfolio) by 2030 

and to become climate-neutral (100% renewable energy) by 2050. This should lead 

to a reduction in greenhouse gas emission of 100% by 2050. 

 

The Group will focus on acquiring and developing onshore and offshore wind farms, 

solar farms (photovoltaics), network infrastructure, low-emission heating projects 

and modern energy services. In parallel, it will divest and not expand into lignite and 

hard coal generation, and support areas outside the core business. The below table 

provides some details on the incremental RE generation capacity targeted and other 

KPIs: 

Timeline – Key Targets 2025 2030 2040 
Gas-fired plant (transition) 1.4 GW   

Offshore wind farms  2.5 GW2 6.5 

GW 

Onshore wind farms  > 1 GW 

new 

capacities 

 

PV development  > 3 GW  

Energy storage systems  0.8 GW  

Share of zero- and low-carbon sources in 

heating production  

 70%  

Individual household coal furnaces replaced  > 100,000  

Reduction of interruptions in energy supplies in 

cities / other areas  

8% / 50%   

Employment reduction  15% 50% 

Reduction of fixed costs 15% 25%  

Other3    

 

Investments Timeline Target operational profile 

 
 

                                                                                           
2 Built under a strategic partnership with Denmark-based Ørsted. 
3 Non quantified targets: (1) complete investment decisions for natural gas by 2025, (2) commercialize zero-carbon fuels 
(e.g. green hydrogen), (3) electrification of district heating, (4) build new waste-to-energy incinerator systems.  
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As PGE Group’s strategy is being implemented and the government’s plan to carve 

out coal assets is finalised, PGE’s business model is temporarily set to change – from 

being primarily an electricity producer, PGE will predominately become a distributor 

of energy. PGE Group’s generating potential will be gradually re-built as investments 

in new generating assets (especially offshore wind farms) are implemented. 

 

This strategy highlights a significant shift in the client’s focus. 

Implementation 
Summary 

The EBRD financing focused on electricity grid extension and modernisation 

investments aimed at (i) increasing the connection capacity of new renewable energy 

sources, (ii) improving the grid assets and management systems related to the 

necessity to control dispersed generation and (iii) reduction of energy losses. 

The anticipated grid capacity increases for integrating renewable energy supply into 

the system were completed as originally envisaged, with visible reduction of energy 

losses in the distribution network.  

The client remained in full compliance with the ESAP agreed with the Bank as part 

of the operation. Furthermore, the Bank’s involvement in the sector (including 

through financing, promotion of private investments, policy dialogue and technical 

cooperation) acted as a positive force in the development of the Polish RE sector. 

 


