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Financial Data 

Kielce, City of 

 31 Dec 
2017 

31 Dec 
2016 

Operating revenue 
(PLNm) 

1,124.2 1,063.4 

Debt (PLNm) 765.4 704.5 
Operating balance/ 
operating revenue 
(%) 

5.50 6.47 

Debt service/ current 
revenue (%) 

6.67 7.95 

Debt/current 
balance(yrs) 

17.4 13.6 

Operating balance/ 
interest paid (x) 

3.40 4.00 

Capital expenditure/ 
total expenditure (%) 

14.19 11.39 

Surplus (deficit) 
before debt 
variation/total rev. 
(exc. new debt) (%) 

-3.41 -3.27 

Current balance/ 
capital expenditure 
(%) 

23.39 37.49 
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City of Kielce 
Update 

 

Key Rating Drivers 

Ratings Affirmed: The City of Kielce’s ratings reflect Fitch's unchanged view that the city will 

maintain its satisfactory operating performance, with an operating margin of 5%-7% and an 

operating balance sufficient to cover annual debt service.   

Opex Pressure Continues: In 2017, Kielce reported a satisfactory operating balance of about 

PLN62 million (2016: PLN68 million). Operating expenditure grew by 4.7% above operating 

revenue growth of 3.7% (after excluding ‘500+’ transfers). We expect Kielce's 2018 operating 

results to remain at the 2017 level due to ongoing opex pressure, especially on education and 

on salaries. Due to local elections scheduled for 2018 it is unlikely that city will implement 

permanent spending cuts or significantly increase local taxes and fees. 

As a result, we assume a temporary deterioration in the payback ratio (debt to current balance) 

in 2018 to around 18 years (2017: 17.4 years), which should strengthen to below 15 years by 

2020. We expect that Kielce's operating results may improve from 2019, reflecting stronger tax 

revenue amid growing national and local economies. We believe that the city has some ability 

to increase its revenue, as local tax rates are below the maximum legal limit. 

Growing Debt: Fitch assumes that Kielce’s direct debt will gradually grow in 2018-2020 as a 

result of financing infrastructure investment while remaining below 75% of current revenue. At 

end-2017, direct debt was PLN765 million or 68% of current revenue (2016: PLN705 million or 

66%).  

Increasing capex: Capital expenditure rose to PLN188 million in 2017 from PLN139 million in 

2016. We expect capex of PLN230 million-PLN250 million per year in 2018-2020 (or 16%-17% 

of total expenditure), as the city is conducting investments co-financed from the EU funds. The 

city’s main investment areas are: local infrastructure, including local roads; the technological 

park; public transport; and housing. We expect that half of capex will be financed from capital 

revenue (mainly EU grants), while the rest will be from the current balance and new debt.  

Sound Management Practices: The city’s authorities present a safe approach to budgeting. 

The city’s operating revenue budgeting is prudent and actual revenue is usually higher than 

originally planned at the beginning of the year. We believe that the city has some ability to 

increase its revenue, as local tax rates are below the maximum legal limit. We also note that 

sustained control over operating spending will be key to maintaining the current ratings. 

Moderate Economy: Kielce is a medium-sized city in Poland (ca. 200.000 inhabitant) with a 

diversified economy, but weaker than other cities that are also capitals of their respective 

regions. GDP per capita in 2015 for the Kielecki sub-region, which includes Kielce and 

surrounding villages, was 79% of the national average. We estimate the city's wealth indicators 

are on a par with the national average, as Kielce is the strongest area in the sub-region. Fitch 

projects that Poland’s real GDP will grow by 3.4% annually in the medium term.  

Rating Sensitivities 

Deterioration of Debt Matrix: A failure to re-strengthen the debt-to-current balance ratio below 

15 years on a sustained basis or a significant increase in net overall risk to above 100% of 

current revenue could lead to a downgrade.  

Improvement of Operating Results: The ratings could be upgraded if the city improves its 

operating margin toward 10% and maintains a moderate debt level. 

Related Research 
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Appendix A 

 

City of Kielce 
(PLNm) 2013 2014 2015 2016 2017 

Taxes 328.1 344.4 357.9 380.8 405.5 
Transfers received 416.4 417.0 408.7 490.2 532.4 
Fees, Fines and other Operating revenue 164.5 180.1 195.0 192.4 186.3 
Operating Revenue 909.0 941.5 961.6 1,063.4 1,124.2 
      
Operating expenditure -832.7 -872.7 -884.9 -994.6 -1,062.4 
      
Operating Balance 76.3 68.8 76.7 68.8 61.8 
      
Financial revenue 1.0 0.5 0.5 0.3 0.2 
Interest paid -16.3 -16.7 -15.6 -17.1 -18.0 
      
Current Balance 61.0 52.6 61.6 52.0 44.0 
      
Capital revenue 115.5 114.3 129.1 50.3 102.3 
Capital expenditure -213.8 -219.1 -303.8 -138.7 -188.1 
      
Capital Balance -98.3 -104.8 -174.7 -88.4 -85.8 
      
Surplus (Deficit) before Debt Variation -37.3 -52.2 -113.1 -36.4 -41.8 
      
New borrowing 76.6 76.0 131.6 107.4 118.2 
Debt repayment -55.2 -47.8 -35.4 -67.5 -57.0 
      
Net Debt Movement 21.4 28.2 96.2 39.9 61.2 
      
Overall results -15.9 -24.0 -16.9 3.5 19.4 
      
DEBT      
Short-term 0.0 0.0 0.0 0.0 0.0 
Long-term 541.1 569.2 665.1 704.5 765.4 
Direct debt 541.1 569.2 665.1 704.5 765.4 
+ Other Fitch classified debt - Pre-financing 0.0 0.0 0.0  -   -  
Direct risk 541.1 569.2 665.1 704.5 765.4 
- Cash, Liquid Deposits, Sinking Fund 66.8 42.8 25.8 29.4 48.8 
Net direct risk 474.3 526.4 639.3 675.1 716.6 
Guarantees and other Contingent Liabilities 0.0 0.0 0.0 0.0 0.0 
Net Indirect debt (Public Sector Entities exc. gteed amount) 55.8 96.5 121.8 108.4 99.5 
Net overall risk 530.1 622.9 761.1 783.5 816.1 
      
Memo for direct debt:      
% in foreign currency 0.0 0.0 0.0 0.0 0.0 
% issued debt 15.9 15.0 12.6 11.6 10.5 
% fixed interest rate debt 0.7 0.5 0.4 1.0 0.8 

Source: Issuer and Fitch calculations 

Related Criteria 

International Local and Regional Governments 
Rating Criteria – Outside the United States 
(April 2016) 
National Scale Ratings Criteria (March 2017) 
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Appendix B  

 

City of Kielce 
 2013 2014 2015 2016 2017 

Fiscal Performance Ratios      
Operating balance/Operating revenue (%) 8.39 7.31 7.98 6.47 5.5 
Current balance/Current revenue

a
 (%)   6.7 5.58 6.4 4.89 3.91 

Surplus (Deficit) before debt variation/Total revenue
b
 (%) -3.64 -4.94 -10.36 -3.27 -3.41 

Overall results/Total revenue (%) -1.55 -2.27 -1.55 0.31 1.58 
Operating revenue growth (annual % change) n.a. 3.58 2.13 10.59 5.72 
Operating expenditure growth (annual % change) n.a. 4.8 1.4 12.4 6.82 
Current balance growth (annual % change) n.a. -13.77 17.11 -15.58 -15.38 
      
Debt Ratios      
Direct debt growth (annual % change) n.a. 5.19 16.85 5.92 8.64 
Interest paid/Operating revenue (%) 1.79 1.77 1.62 1.61 1.6 
Operating balance/Interest paid (x) 4.7 4.1 4.9 4 3.4 
Direct Debt servicing/Current revenue (%) 7.86 6.85 5.3 7.95 6.67 
Direct Debt servicing/Operating balance (%) 93.71 93.75 66.49 122.97 121.36 
Direct debt/Current revenue (%) 59.46 60.42 69.13 66.23 68.07 
Direct risk/Current revenue (%) 59.46 60.42 69.13 66.23 68.07 
Direct debt/Current balance (yrs) 8.87 10.82 10.8 13.55 17.4 
Net overall risk/Current revenue (%) 58.25 66.13 79.11 73.66 72.58 
Direct risk/Current balance (yrs) 8.87 10.82 10.8 13.55 17.4 
Direct Debt/GDP (%)   7.88 8.07 9.1  -   -  
Direct Debt per capita (local currency) 2,706 2,860 3,359 3,558 3,866 
      
Revenue Ratios      
Operating revenue/Budget operating revenue (%) 104.88 105.64 104.31 111.06 103.48 
Tax revenue/Operating revenue (%) 36.09 36.58 37.22 35.81 36.07 
Modifiable tax revenue/Total tax revenue (%) 34.47 32.81 33 34.09 32.01 
Current transfers received/Operating revenue (%) 45.81 44.29 42.5 46.1 47.36 
Operating revenue/Total revenue

b
 (%) 88.64 89.13 88.12 95.46 91.64 

Total revenue
b
 per capita (local currency) 5,128 5,308 5,511 5,626 6,196 

      
Expenditure Ratios      
Operating expenditure/Budget operating expenditure (%) 103.38 104.54 102.64 110.3 102.66 
Staff expenditure/Operating expenditure (%) 46.78 46.03 46.17 43.13 40.28 
Current transfer made/Operating expenditure (%) 9.56 8.91 8.81 8.47 8.75 
Capital expenditure/Budget capital expenditure (%) 78.09 69.75 130.61 76.59 64.22 
Capital expenditure/Total expenditure (%) 19.12 18.95 24.51 11.39 14.19 
Capital expenditure/Local GDP (%) 3.11 3.1 4.16  -   -  
Total expenditure per capita (local currency) 5,590 5,811 6,261 6,151 6,694 
      
Capital expenditure financing      
Current balance/Capital expenditure (%) 28.53 24.01 20.28 37.49 23.39 
Capital revenue/Capital expenditure (%) 54.02 52.17 42.5 36.27 54.39 
Net debt movement/Capital expenditure (%) 10.01 12.87 31.67 28.77 32.54 
a
 includes financial revenue 

b
 excluding new borrowing 

n.a.: not available 
Source: Issuer and Fitch calculations 
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Appendix C 

City of Kielce 

Peer Comparison 

 

  

  

 _____ 

 

Kielce, City of 

 

 ______ 

 
BBB Peer Group Median 

 

  

 

0

2

4

6

8

10

12

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

Operating Balance 
% Operating Revenue 

-14

-12

-10

-8

-6

-4

-2

0

2

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

Surplus (Deficit) 
% Total Revenue 

0

10

20

30

40

50

60

70

80

90

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

Taxes 
% Operating Revenue 

0

5

10

15

20

25

30

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

Capital Expenditure 
% Total Expenditure 

0 100 200 300

Bialystok, City of (BBB)

Median (BBB)

Bucharest, City of (BBB-)

Kielce, City of (BBB)

Oradea, City of (BBB-)

Torun, City of (BBB)

Turin, City of (BBB)

Debt 
To Current Revenue (%) 2016 

0 10 20 30

Bialystok, City of (BBB)

Bucharest, City of (BBB-)

Kielce, City of (BBB)

Median (BBB)

Torun, City of (BBB)

Turin, City of (BBB)

Oradea, City of (BBB-)

Debt Servicing  
To Current Revenue (%) 2016 



Public Finance 

     
 City of Kielce 

April 2018 
5  

 

 

   

 

 

 

 

 

 

 

 

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. 
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING 
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S 
PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND 
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, 
CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER 
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT 
SECTION OF THIS SITE.  
 
Copyright © 2018 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.  One State Street Plaza, NY, NY 10004.Telephone: 1-800-753-4824, 
(212) 908-0500.  Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission.  All rights 
reserved.  In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and underwriters and from other 
sources Fitch believes to be credible.  Fitch conducts a reasonable investigation of the factual information relied upon by i t in accordance with 
its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are 
available for a given security or in a given jurisdiction.  The manner of Fitch's factual investigation and the scope of the third-party verification it 
obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the 
rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the 
management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon 
procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availability 
of independent and competent third-party verification sources with respect to the particular security or in the particular jurisdiction of the issuer, 
and a variety of other factors.  Users of Fitch's ratings should understand that neither an enhanced factual investigation nor any third-party 
verification can ensure that all of the information Fitch relies on in connection with a rating will be accurate and complete.  Ultimately, the 
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and 
other reports.  In issuing its ratings Fitch must rely on the work of experts, including independent auditors with respect to financial statements 
and attorneys with respect to legal and tax matters.  Further, ratings are inherently forward-looking and embody assumptions and predictions 
about future events that by their nature cannot be verified as facts.  As a result, despite any verification of current facts, ratings can be affected 
by future events or conditions that were not anticipated at the time a rating was issued or affirmed. 
 
The information in this report is provided "as is" without any representation or warranty of any kind.  A Fitch rating is an opinion as to the 
creditworthiness of a security.  This opinion is based on established criteria and methodologies that Fitch is continuously evaluating and 
updating.  Therefore, ratings are the collective work product of Fitch and no individual, or group of individuals, is solely responsible for a rating.   
The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.  Fitch is not engaged 
in the offer or sale of any security.  All Fitch reports have shared authorship.  Individuals identified in a Fitch report were involved in, but are 
not solely responsible for, the opinions stated therein.  The individuals are named for contact purposes only. A report providing a Fitch rating is 
neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in 
connection with the sale of the securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of Fitch.  
Fitch does not provide investment advice of any sort.  Ratings are not a recommendation to buy, sell, or hold any security.  Ratings do not 
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of 
payments made in respect to any security.  Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating 
securities.  Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue.  In certain cases, Fitch 
will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single 
annual fee.  Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent).  The assignment, 
publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any 
registration statement filed under the United States securities laws, the Financial Services and Markets Act 2000 of the United Kingdom, or the 
securities laws of any particular jurisdiction.  Due to the relative efficiency of electronic publishing and distribution, Fitch research may be 

available to electronic subscribers up to three days earlier than to print subscribers. 

The ratings above were solicited and assigned or maintained at the request of the rated 

entity/issuer or a related third party. Any exceptions follow below. 

http://www.fitchratings.com/creditdesk/public/ratings_defintions/index.cfm?rd_file=intro#lmt_usage

