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2007 – exceptional and full of success
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Sales and profit of KGHM Polska Miedź S.A., 1997–2007
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 Exceptional

2007 was an exceptional year for KGHM Polska Miedź S.A. 
The Company celebrated two important anniversaries: the fif
tieth anniversary of the discovery of the copper ore, and the 
tenth anniversary of its debut on the stock exchanges in War
saw and London. Above all it was an exceptional year in terms 
of financial results. The shares of the Company reached their 
highest level in the history of their listing on the Warsaw stock 
exchange,while the financial results of KGHM reached unpre
cendented levels.

Jubilees

50tH AnniverSAry of tHe diSCovery of tHe 
CoPPer dePoSit

on 23 March 1957, a test hole drilled in the village of Siero
szowice, located between Polkowice and Lubin and lying 
above the socalled foreSudetic monocline, uncovered what 
turned out to be the largest copper ore deposit in europe 
and one of the largest in the world. This historic discovery 
was made by a group of geologists under the direction of 
dr. Jan Wyżykowski. This deposit became the foundation 
on which developed the modern enterprise KGHM Polska 
Miedź S.A.

10tH AnniverSAry of tHe StoCK exCHAnGe debut 

on 10 July 1997 the shares of KGHM Polska Miedź S.A. de
buted on the Warsaw Stock exchange. The share price of the 
Company on this day was PLn 23.50. Also in July 1997 trad
ing began in Gdrs (Global depositary receipts) on the Lon
don Stock exchange. today, ten years after its debut, the share 
price of KGHM Polska Miedź S.A. is 5times higher. the 
Company’s share price reached its record high – PLn 143 per 
share – on 15 october 2007.

 Financial success

reCord Profit And SALeS 

The highest share prices in the Company’s history reflected 
the excellent financial condition of the Company, which ably 
took advantage of the high copper and silver prices on global 
markets. despite the steady increase in the value of the Polish 
zloty versus the American dollar, the revenues of KGHM Pol
ska Miedź S.A. reached the unprecedented level of PLn 12.2 
billion. The Company’s profit for this period was equally im
pressive – PLn 3.8 billion.

1957
Jan Wyżykowski with drilling team at drill hole 
Sieroszowice S-1
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(data for the years 1997–2005 per published annual  
reports, data for 2006 per annual report for 2007) 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
IncoMe  

StAteMent
2006=100

INcome statemeNt
sales m PLN 4 089.5 3 641.7 4 113.3 4 982.8 4 217.7 4 488.3 4 740.8 6 158.0 8 000.1 11 669.7 12 183.1 104.4

Profit on sales m PLN 905.0 240.4 347.5 941.1 173.4 152.1 430.8 1 445.1 2 706.8 4 138.5 4 879.7 117.9

eBItDa* m PLN 1 203.2 562.4 540.2 1 238.6 226.8 433.3 653.8 1 643.0 2 800.0 4 784.0 5 100.6 106.6

Profit before income tax m PLN 914.0 310.0 –57.6 795.1 –146.9 310.1 569.3 1 445.9 2 634.6 4 380.0 4 655.5 106.3

Profit for the period m PLN 501.8 178.8 –169.9 618.0 –190.0 254.5 411.6 1 397.2 2 289.4 3 605.0 3 798.8 105.4

BaLaNce sheet

total assets m PLN 4 936.7 4 974.9 4 883.7 5 756.9 7 556.8 8 155.1 8 695.3 8 948.4 10 977.3 12 251.4 12 379.7 101.0

Non-current assets m PLN 3 558.2 3 697.9 3 579.3 4 176.5 4 735.5 6 439.8 6 621.1 6 551.5 7 078.7 7 017.1 7 387.5 105.3

current assets m PLN 1 363.9 1 242.5 1 250.4 1 380.7 2 656.6 1 715.2 2 074.3 2 396.9 3 898.6 5 234.3 4 992.2 95.4

equity m PLN 4 020.9 4 096.5 3 470.1 4 066.8 3 696.1 4 010.9 4 006.5 5 336.8 6 214.1 8 115.8 8 965.9 110.5

Liabilities and provisions m PLN 845.8 774.9 1 186.8 1 380.4 3 634.0 4 144.1 4 688.8 3 611.6 4 763.2 4 135.6 3 413.8 82.5

FINaNcIaL ratIos

earnings per share (ePs) PLN 2.51 0.89 –0.85 3.09 –0.95 1.27 2.06 6.99 11.45 18.02 18.99 105.4

Dividend per share (DPs)** PLN 0.25 0.10 1.00 2.00 10.00 16.97

Price per share / earnings per share (P/e) x 5.4 14.0 –30.6 8.3 –13.7 10.6 12.7 4.5 5.5 4.9 5.6 112.8

current liquidity x 2.2 2.3 2.8 2.3 1.0 1.2 1.2 1.2 1.4 1.9 2.5 135.9

Quick liquidity x 1.0 0.9 1.0 0.9 0.7 0.6 0.7 0.8 1.0 1.3 1.7 134.3

return on assets (roa) % 10.2 3.6 –3.5 10.7 –2.5 3.1 4.7 15.6 20.9 29.4 30.7 104.3

return on equity (roe) % 12.5 4.4 –4.9 15.2 –5.1 6.4 10.3 26.2 36.8 44.4 42.4 95.4

Debt ratio % 14.2 13.5 14.3 15.9 38.2 34.2 38.8 24.0 28.2 33.8 27.6 81.7

Durability of financing structure % 86.1 87.1 85.7 84.1 63.4 79.0 76.8 75.0 70.6 77.0 84.1 109.1

ProDuctIoN resuLts

electrolytic copper production 000 t 440.6 446.8 470.5 486.0 498.5 508.7 529.6 550.1 560.3 556.6 533.0 95.8

metallic silver production t 1 029 1 098 1 093 1 119 1 163 1 192 1 358 1 344 1 244 1 242 1 215 97.8

macroecoNomIc Data

copper prices on Lme usD/t 2 276 1 653 1 574 1 814 1 578 1 558 1 780 2 868 3 684 6 731 7 126 105.9

silver prices on LBm usD/troz 4.88 5.54 5.23 4.95 4.37 4.60 4.88 6.66 7.31 11.55 13.38 115.8

exchange rate PLN/usD 3.28 3.49 3.96 4.35 4.10 4.08 3.89 3.65 3.23 3.10 2.77 89.4

other

market value of company shares at end of period PLN/share 13.50 12.50 26.20 25.80 13.00 13.50 26.20 31.30 62.50 89.00 105.80 118.9

Investments in property, plant and equipment m PLN 648.6 487.5 379.0 584.1 432.8 360.0 423.8 616.4 650.8 709.3 828.1 116.8

equity investments m PLN 492.6 199.7 228.7 468.3 271.4 105.4 146.3 707.2 612.6 24.3 154.6 ×6.4

electrolytic copper production cost PLN/t 5 527 5 556 5 836 6 156 6 328 6 305 6 237 6 660 7 723 10 497 11 160 106.3

electrolytic copper production cost usD/t 1 685 1 590 1 472 1 417 1 544 1 545 1 603 1 825 2 388 3 381 4031 119.2

 * (operating profit + depreciation)/amortisation
** dividend for financial year

KGHM PoLSKA MIeDZ S.A. In tHe YeARS 1997-2007
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(data for the years 1997–2005 per published annual  
reports, data for 2006 per annual report for 2007) 
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 Calendar 2007

JANUARY
n The excellent financial results for the prior year mean that 

the nearly 18 thousandstrong workforce receives the max
imum annual bonus. Prior to this the trade unions reach 
an agreement with the Management board, based on 
which the amount of the annual bonus is dependent on 
the amount of profit achieved by the Company.

FEBRUARY
n The Legnica smelter opens a new lead refining section.

MARCH
n in Shanghai, a financial and cultural capital of China, the 

largest statue of frederick Chopin in the world is unveiled. 
The copper for its casting was donated by KGHM.

n KGHM is the most effective company of the year and the 
largest exporter – according to a ranking by the staff of the 
newspaper „rzeczpospolita”

MAY
n very good Company results. Profit for the first three 

months of 2007 is PLn 200 million higher than predicted 
by analysts. KGHM during this time earned nearly PLn 
915 million.

n The football club Zagłębie Lubin, one of the institutions 
sponsored by KGHM, for the second time in its history 
wins the Polish championship (the first time was in the 
1990/1991 season).

n by a shareholder decision, the entire profit of the Com
pany for 2006, i.e. PLn 3.39 billion, is distributed as 
a dividend.

JUNE
n KGHM, through its subsidiary KGHM Cuprum, obtains 

permission to conduct exploratory drilling for copper 
ore in eastern Germany.

n The tailings Plant celebrates the thirtieth anniversary of 
the establishment of the Żelazny Most tailings pond – the 
largest facility of its type in europe and the second larg
est facility for the storage of postfloatation tailings in 
the world.

n Celebrations begin related to the 50th anniversary of the 
discovery of the largest copper ore deposit in europe.

APRIL
n A change in Company management. Adam Glapiński is 

named as the head of the Supervisory board.

n in a ranking by the market gazette Gazeta Giełda „Parkiet” 
KGHM is named as the most valuable company on the 
Warsaw Stock exchange and in the raw materials and en
ergy sector.
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JULY
n formal signing of the notary act establishing the LetiA 

Legnica technological Park, and the beginning of opera
tions of a new company of KGHM.

n KGHM celebrates the 10th anniversary of its debut on the 
Warsaw Stock exchange.

n Signing of an agreement establishing a scientific research 
consortium, bringing together Polish centers of learning 
and scientific and research institutions which carry out 
work on behalf of the KGHM Polska Miedź S.A. Group.

AUGUST
n in the presence of the Polish Premier, Jarosław Kaczyński, 

a contract is signed between the KGHM subsidiary Przed
siębiorstwo budowy Kopalń PebeKa and Hochtief Polska 
for the construction, over two years, of a modern football 
stadium in Lubin.

SEPTEMBER
n KGHM ecoren opens a hydrometallurgical section on 

the terrain of the Głogów smelter. its task is to recover 
rare elements, including rhenuim, from tailings.

OCTOBER
n KGHM acquires shares in the new issue of Zagłębie 

Lubin for PLn 100 million.

n remigiusz nowakowski and Leszek Jakubów are named 
as new members of the Supervisory board of KGHM.

Company profile

n KGHM most profitable company per a ranking by the 
newspaper rzeczpospolita.

n The annual report of KGHM for 2006 takes second place 
in the competition The best Annual report.

NOVEMBER
n The Supervisory board of KGHM, chaired by Leszek Ja

kubów, dismisses a vice President of KGHM. Maksymil
ian bylicki replaces dariusz Kaśków. 

n The data Processing Center (CoPi) receives the first ac
credited iSo 20000:2005 certificate granted in Poland 
and eastern europe.

DECEMBER
n The oxygenfree Copper Section of the Cedynia Wire 

rod Plant begins the production of lowalloy copper – 
CuAg rods.

n Saint barbara’s celebrations (barbórka).

11
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50th anniversary of the discovery  
of the copper deposit

…there were moments prior to 1954, when the whole 
thing teetered on the precipice. We were faced with 
a serious problem: give up or forge ahead? Explora-
tion and exploratory drilling do not come cheap. 
It was a hair-raising time: what would happen if we 
didn’t find anything? We begged for state funds: give 
us money for exploration, and we were told: what 
are your chances? And could we guarantee that we 
wouldn’t fail? There was nowhere on the earth that 
there wasn’t some trace of mineral elements. Given 
laboratory analysis they are everywhere. However, 
as building a mine costs millions, before we decide 
to build it we have got to be sure that there exists the 
type of deposit which will cover the costs to be borne.

– Jan Wyżykowski
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2007 was the 50th anniversary of the discovery in Lower Silesia 
of the largest in europe, and one of the largest in the world, 
deposits of copper ore, covering an area of around 468 km2. 
23 July 1957, when Jan Wyżykowski together with his team of 
geologists from the State Geological institute in Warsaw in 
drill hole Sieroszowice iG1 confirmed the presence of a rich 
deposit, became a watershed moment in the history of this 
part of Lower Silesia. The discovery of the copper ore de
posit was the greatest achievement of Polish geology in the 
last century. it marked the beginning of development of the 
Polish Copper belt. in 1961 KGHM was founded in Lubin, 
known today as KGHM Polska Miedź S.A. This company 
began the engine of growth and development of the entire 
region, and made the country one of the top global produc
ers of copper and silver.

EXPLORATION

The first step on the road to discovering the copper ore was 
the work of Prof. Józef Zwierzycki. in 1951 he carried out 
a detailed mapping of the Permian limestone* in the fore
Sudetic Zone, and prepared an Overview map of the Wroc-
ław geological region. it was here that the first signs were 
seen of the possible existance of bituminous shales, gener

in 1951 the State Geological institute in Warsaw generated a seis
mic profile of the bolesławiecGłogów region based on the rea
soning that it would serve in the planning of future exploratory 
work on the copperbearing Permian limestone. Jan Wyrzykowski 
made ongoing use of the results obtained to develop plans for 
exploration and as evidence of the necessity to carry them out. 

Many researchers had access to these results. Józef Zwierzycki 
also interpreted them. based on the results of geophysical 
measurement and on the analogy to the outerSudetic ba
sin in interpreting this profile in 1954, he expressed the as
sumption that the Permian limestone of the foreSudetic 
Monocline may contain elements of copper. 

The drilling plans prepared by Jan Wyżykowski included 
two concepts for research:

– the first, based on suggestions by Zwierzycki, reflected the 
possible occurrance of Permian limestone in the vicinity 
of Gromadka,

– the second, based on an analysis of geophysical materials 
by A. Kisłów and J. Wyżykowski, allowed for the existance 
of eastern Permian limestone to the south of Głogów. The 
drilling plan of Jan Wyżykowski took into account both of 
these ideas.

ally known to contain copper in other areas, on the floor of 
the Permian limestone. it was precisely this work which 
formed the basis for taking the decision to search for ore in 
the foreSudetic Monocline.

Professor Zwierzycki was not convinced by the assertions of 
the German researcher eisentraut that there was no indus
trialquality copper ore in the Permian limestone of the 
foreSudetic Monocline. eisentraut expressed this view in 
1939 in work detailing the Permian limestone around 
Wrocław, in which he collected and systemetized all of the 
thenavailable geological knowledge on the area of his re
search.

drilling carried out in the years 1955–1956 in the vicinity of 
Gromadka, Gaiki and ruszowice did not in fact bring the 
anticipated results. The belief of Wyżykowski in the existance 
of copper strata was however confirmed by research carried 
out during these years on behalf of the oil industry:

„drilling in Wschowa and in the vicinity of ostrzeszów en
countered at a depth of 2 km copperbearing shales in lower 
Permian limestone, confirming the appropriateness of the 
decisions made to explore.” These were not in fact thick lay
ers, but said much about the extent of the boundaries of the 
Permian limestone, and won over the naysayers of Wyży
kowski’s theory.

From the very beginning, 
those opposed to the theory 
of the young engineer, even 
before the geologists began 
work in the area, alleged 
that it was a wild goose 
chase and a waste of state 
funds, because there was 
absolutely no copper in the 
area where Wyżykowski 
wanted to drill. Their 
crowning argument was 
the work of Eisentraut…

* Permian limestone is the name given to formations of sedimentary rock which 
were formed during the upper Permian period (approx. 250 million years 
ago). The Permian limestone contains copperbearing ore.

Plan of exploration  
for copper ore  
in the Fore-Sudetic Zone
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RECONNAISANCE

The first documentation of the deposit was made in 1959. based 
on geological data from 24 drillholes (11 carried out by the 
State Geological institute in Warsaw and 13 by the Ministry 
of Heavy industry), the State Geological institute in Warsaw 
created a file called Geological documentation of the Copper 
ore deposit „Sieroszowice – Lubin”. All of the exploratory
research work and work on documentation of the deposit 
was headed by Jan Wyżykowski.

The work carried out until that time on reconnaisance of the 
copperbearing series of the Permian limestone in the fore
Sudetic region is thanks to years of systematic research. in 
the years 1951–1991 over 1200 drillholes were made, and based 
on the resulting geological information, documentation was 
prepared and estimates were made of the unique copper ore 
resources. in 2008 KGHM Polska Miedź S.A. began to devel
op detailed information on the ore in the southern and south
western part of the deposit, which included the drilling of 28 
surface holes.

DISCOVERY

based on geological data gained from the drillholes in Gromad
ka, Gaiki, ruszowice and Wschowa, further drillholes were 
planned along the line of the seismic crosssection of Gło
gów–bolesławiec. This time the researchers chose to drill in 
the vicinity of the village of Sieroszowice, which lay over 
5 kilometers to the southwest of the previous drillholes in 
Gaiki. The exploratory efforts of Wyżykowski were at last re
warded on 23 March 1957. on this day the team of geologists 
under his direction encountered a layer of copperbearing 
marl in the Sieroszowice iG1 drillhole (later called S1). 
drilling was carried out at a depth of 655.951 – 658.700 m. 
they found that the layer of copperbearing marl had 
a thickness 225 cm and a copper content of 1.40% Cu.

The above text made use of information found in the following materials:
Monografia Polskiej Miedzi, collective work edited by A. Piestrzyński, Lubin, 2007, pp. 25–30
Przegląd Geologiczny, vol. 55, nr. 9, 2007, Jan Wyżykowski, i.b. Litwin, pp. 706–707
Przegląd Geologiczny, vol. 55, nr. 9, 2007, nowe Zagłębie ma już 50 lat, in. Karczmarek, r. rożek, pp. 735–738
Polska Miedź, wczorajdziśjutro, A. SzydłowskaSzczecińska, Legnica, 2006, pp. 47–52

“Our work was helped by luck,” says dr. Wyżykowski. 
“You can see that from our map. Had we drilled a kilome-
ter further, the results would again have been poor. And 
I don’t know if the faith in me would have been lost…”

Jan Wyżykowski and his spectacular discovery trans-
formed this agricultural land into one of the largest  
copper centers in the world.
On the occassion of the 50th anniversary  
of discovery of the ore, the SW-1 shaft of the Polkowice-
Sieroszowice mine was named in honor of Jan Wyży-
kowski, as the nearest shaft to the location of the historic 
first drill hole to uncover the copper ore.

Data from drill hole Sieroszowice S-1
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50th anniversary of the discovery of the copper deposit

EXLOITATION

due to the vast size of the deposit, the decision was quickly 
made to initiate mining. Already by 28 december 1959 the 
Minister of Heavy industry, franciszek Waniołka, established 
(as of 1 January 1960) the state enterprise Zakłady Górnicze 
Lubin w budowie. The next decision of the minister was to 
transform this enterprise from the beginning of May 1961 
from a mine called ZG Lubin into KGHM. The name Kom
binat GórniczoHutniczy Miedzi (KGHM) came into use 
from 1 January 1969, while the current name – KGHM Pol
ska Miedź S.A. – has been used since 1991.

DISCOVERERS

in July 1966 the discoverers of the Polish copper deposit were 
honored with the national Award, i degree. At the head of 
those so honored for the discovery and documentation of the 
ore was dr. Jan Wyżykowski, followed by his team: Wła dy sław 
Adamski, franciszek ekiert, Antoni Graniczny (posthumous
ly), roman osika, Andrzej rydzewski, Jan toma szew ski, 
eugeniusz Wutzen and Józef Zwierzycki (posthumously).

15
Annual Report 2007



16
Annual Report 2007

Supervisory Board of KGHM Polska Miedź S.A*:

Marek Trawiński 
Chairman of the Supervisory Board

Jacek Kuciński 
Vice-Chairman of the Supervisory Board

Marek Panfil 
Secretary of the Supervisory Board

Marcin Dyl 
Member of the Supervisory Board

Arkadiusz Kawecki 
Member of the Supervisory Board

Marzena Weresa 
Member of the Supervisory Board

Members of the Supervisory Board elected  
by the employees of the Company:

Leszek Hajdacki 
Member of the Supervisory Board

Ryszard Kurek 
Member of the Supervisory Board

Józef Czyczerski 
Member of the Supervisory Board

* since 14 february 2008
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Letter of the Chairman of the Supervisory Board 

Dear Shareholders,

It is with great satisfaction that I offer you this summation of 
the year 2007, an exceptional one in every way. The Company 
celebrated two important anniversaries: the 50th anniversary 
of the discovery of the copper ore deposit, and the 10th anniver-
sary of the Company’s market debut. However, it was not these 
anniversaries alone that made the year so special. The year 
was also unique in terms of its financial results. The Compa-
ny’s record net profit increased to PLN 3.8 billion, on sales of 
almost PLN 12.2 billion. Another cause for satisfaction by the 
shareholders of KGHM was the highest dividend payout in 
the history of the Company.

Positive global economic conditions led to good Company re-
sults. The situation on the copper and silver markets fortu-
nately suffered no negative repercussions from the American 
subprime loan crisis. Throughout the year copper prices re-
mained at very high levels. A similar situation prevailed on 
the silver market.

Despite a significant improvement in the Polish economy, 
the situation on the domestic market was less favorable for the 
Company than on the foreign market. Throughout 2007 the 
Polish currency, as compared to the USD and EUR, systemati-
cally rose. This in turn negatively impacted export revenues.

Another serious problem was the decrease in copper extrac-
tion in KGHM, as a result of work in regions having a lower 
copper content in extracted ore.

A change in policy with regards to hedging transactions had 
a positive effect on the Company’s financial results. Its effect 
was to reduce the level of benefits lost from the negative im-
pact of hedging on the financial result in comparison to the 
prior year by 70%. In addition the Company built a hedging 
position in future years, giving the possibility of participation 
in possible further rises in copper and silver prices on the glo-
bal market to a greater extent.

Over the last ten years the share price of KGHM has increased 
by 410 procent. This shows among others that investors value 
the results achieved by the Company, and benefit from the 
profits they have gained by investing in our shares.

In closing I would like to thank all of our Shareholders for the 
trust they have placed in the Supervisory Board, for which we 
are duly proud and treat with great respect. I wish in particu-
lar to thank the Employees of KGHM Polska Miedź S.A. and 
of the companies of the KGHM Group. It was thanks to their 
commitment and hard work that the achievement of such 
good results was possible.

Marek Trawiński
Chairman of the Supervisory Board 

KGHM Polska Miedź S.A.

Lubin, June 2008 
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Management Board of KGHM Polska Miedź S.A.
(from left)*:
Mirosław Krutin – President of the Management Board 
Maciej Tybura – Vice President of the Management Board
Herbert Wirth – I Vice President of the Management Board

* since 23 April 2008 
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Letter of the President of the Management Board

Dear Shareholders,

In KGHM Polska Miedź S.A. we have learned to believe that 
success depends on the balance reached between the effective 
management of resources, justified decisions and the social 
commitment of the Company. The development of such an 
organisational culture, cultivating mining and smelting tradi-
tions on the one hand, and on the other dedicated to taking 
advantage of the newest achievements in technique and tech-
nology, has enabled the Company to successfully compete for 
the last 50 years on the global market.

Today, our customers, employees and investors are focused on 
the way in which the Company is managed. The Company’s 
policy of transparency in its business activities creates a foun-
dation of trust between the Company and its stakeholders. 
This is also why I am proud of the fact that in 2007 the financial 
results of KGHM reached record levels. The technical-economic 
plan published by the Company for 2007, despite some adjust-
ments, was fully achieved.

For KGHM Polska Miedź S.A. the past year was the best in its 
history. Company revenues reached the record amount of 
PLN 12.2 billion, with profit of PLN 3.8 billion. The Company’s 
economic ratios also confirm its good condition.

For years the Company has pursued a policy which is based 
on the principle of the participation of its investors and social 
partners in earned profit. In 2007 the profit per share earned 
by KGHM amounted to PLN 18.99, of which nearly half, or 
PLN 9, was paid out to shareholders as a dividend. The em-
ployees of KGHM Polska Miedź S.A., for their enormous ef-
fort, commitment and dedication to achieving the tasks and 
targets assigned them, received the highest bonus in the his-
tory of the Company.

KGHM is a company with a strong, stable position on the glo-
bal market. It is among the top ten global producers of copper 
and one of the top global suppliers of silver. A measure of suc-
cess for the Company is its supply of products of a stable and 
high quality to the market, as it is thanks to this that the Com-
pany has gained the loyalty and trust of its customers. KGHM 
is a trustworthy partner in business. It consciensciously runs 
a socially-responsible business, enhancing its image and build-
ing trust in the Company, all in order to effectively carry out 
its strategy of permanently growing the Company’s value.

Dear Shareholders, export is the motor for domestic economic 
growth. And KGHM is one of the largest Polish exporters. 
Macroeconomic conditions in 2007, despite the significant 
weakening in the USD, were favorable for KGHM Polska 
Miedź S.A. The well-ended year allowed the Company to 
maintain a proper rate of growth, and, what is important, an 
optimal start to 2008 and the chance for further spectacular 
achievements.

I am convinced that the prepared strategy for the growth of 
KGHM Polska Miedź S.A. and the Group over the next sev-
eral years will lead to a strengthening of the Company’s posi-
tion in the market. The decisive actions, professionalism and 
experience of the recently-reconstructed Management Board 
guarantee the proper functioning of the Company. I am deep-
ly convinced that in 2008 shareholders will be investing in 
a stable company with tremendous potential for continued 
growth in its value.

I sincerely thank you for the trust you have shown in our com-
pany.

Mirosław Krutin
President of the Management Board of KGHM Polska 

Miedź S.A.

Lubin, June 2008 



June 1960 
Drilling completed of freeze 

holes for the future
L-III shaft.

Until 1960 no shaft had been 
dug in Poland in such 

a heavily-flooded rock mass.

50th ANNIVERSARY of the discovery of the copper ore deposit in
 Poland
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the core business of the company is the production 

of copper and silver. annual production 

is 530 thousand tonnes of electrolytic copper  

and 1 200 tonnes of silver, making the company 

one of the leaders in the production of both metals.

the resource base for KGhm is the largest deposit 

of copper ore in europe and one of the largest 

in the world, covering a surface area of around  

468 km2.

company profile

Chapter VII
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 KGHM Polska Miedź S.A.

KGHM Polska Miedź S.A. was founded in 1961. until Sep
tember 1991 the Company operated as a state enterprise 
under the name Kombinat Górniczo Hutniczy Miedzi 
(KGHM). Since 12 September 1991 it has been a joint stock 
company. in July 1997 the shares of KGHM debuted on the 
Warsaw Stock exchange, while its Gdrs (Global depositary 
receipts) debuted on the London Stock exchange. 

KGHM Polska Miedź S.A. is comprised of a Head office and 
10 divisions. At the end of 2007 the Company had 18 258 
employees. 

The core business of the Company is the production of cop
per and silver. Annual production is 530 thousand tonnes 
of electrolytic copper and 1200 tonnes of silver. This makes 
it one of the leaders in the production of both metals. 

LuBIN mINe 

PoLKoWIce-sIerosZoWIce mINe 

ruDNa mINe  

ore eNrIchmeNt PLaNts 

taILINGs PLaNt

heaD oFFIce 

mINe-smeLte emerGeNcY rescue uNIt

Data ceNter

KGHM PoLSKA MIeDź S.A.  at 31 DecemBer 2007

GŁoGÓW smeLter 

LeGNIca smeLter 

ceDYNIa WIre roD PLaNt

The resource base for KGHM is the largest deposit of copper 
ore in europe and one of the largest in the world, covering 
a surface area of around 468 km2. 

The copper is mainly obtained from copper ore. following 
enrichment of this ore concentrate is obtained, which is then 
processed by the smelters into anode copper. The process of 
electrorefining results in the production of refined copper 
of 99.99% purity. A byproduct of the electrorefining proc
ess is ande slime, from which silver and gold are recovered.
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Company Profile

 KGHM Polska Miedź S.A. Group

At 31 december 2007 KGHM Polska Miedź S.A. owned, di
rectly or indirectly, shares in 39 commercial law companies, 
including in 28 subsidiaries, 3 associates and 8 other com
panies. The companies of the Group are separate legal entities, 
in which KGHM has varying stakes (directly or indirectly) 
in their share capital. The Company owns shares directly in 
21 entities. three of these – KGHM ecoren S.A., PHP 

„MerCuS” sp. z o.o. and diALoG S.A. –  form their own 
capital groups.

The companies of the KGHM Polska Miedź S.A. Group op
erate in various economic sectors. Among these are compa
nies in the following sectors: telecoms, trade, production, 
transportation, r&d, companies related to sport and tour
ism and also insurance. Companies of particular impor
tance are those supporting the core business of KGHM 
Polska Miedź S.A. as well as the telecom companies. The 

former offer products and services supporting the core busi
ness, such as mine construction, equipment for the mining 
and construction industries, as well as analysis and r&d. 
They are also involved in the production of electrical and 
heating energy. The telecom companies represent a signifi
cant part in terms of value of the portfolio of companies 
belonging to the KGHM Polska Miedź S.A. Group.

KGhm ecoren s.a. 100.00%

PhP mercus sp. z o.o.  100.00%

KGhm Polish copper Ltd. 100.00%

KGhm Kupferhandels Gmbh 100.00%

mcZ s.a. 100.00%

Dialog s.a. 100.00%

energetyka sp. z o.o. 100.00%

cBJ sp. z o.o. 100.00%

PeBeKa s.a. 100.00%

Pol-miedź trans sp. z o.o. 100.00%

Zagłębie Lubin  ssa 100.00%

KGhm cuprum sp. z o.o. – cBr 100.00%

KGhm metraco s.a. 100.00%

KGhm congo s.P.r.L. 99.98%

KGhm Letia s.a. 94.95%

tuW – cuprum 93.80%

PcPm sp. z o.o. 82.86%

Polkomtel s.a. 19.61% 

Pu mercus serwis sp. z o.o. 100.00%

Phu Lubinpex sp. z o.o. 100.00%

Phu mercus Bis sp. z o.o. 47.62%

tuW – cuprum 0.49%

avista media sp. z o.o. 100.00%

Vivid.pl s.a. 100.00%

Inova sp. z o.o. 100.00%

WFP hefra s.a. 97.52% 

DFm Zanam-Legmet sp. z o.o. 100.00%

DKe sp. z o.o. 50.32% 

Interferie s.a. 61.55%

Wm Łabędy s.a. 96.92%

Dol-eko organizacja odzysku s.a. 19.53%

telewizja Familijna s.a. w upadłości 11.86%

Bank ochrony Środowiska s.a. 0.73%

MAJoR coMPAnIeS oF tHe KGHM PoLSKA MIeDź S.A. GRoUP (% SHARE IN COMPANY) AS AT 31.12.2007



The listing of KGHM  
Polska Miedź S.A.  

in Warsaw and London  
met with enormous interest 
by investors and the media.

10th ANNIVERSARY of stock exchange listing
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since its stock exchange debut KGhm Polska miedź 

s.a. has remained one of the engines of the Warsaw 

stock exchange, with its major share of the WIG 20 

index of leading companies.

10 years on the stock markets

Chapter VIII
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10th anniversary of market debut

26
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2007 marked the tenth anniversary of the debut of KGHM 
Polska Miedź S.A. on the stock exchanges in Warsaw and 
London.

its presence on these markets is the mark of success of years 
of effort, which began with the political changes in Poland in 
1989. The process of structural and ownership transforma
tion in KGHM began in July 1990. A year later, on 12 Sep
tember 1991, as a result of commercialisation, the state 
enterprise Kombinat GórniczoHutniczy Miedzi was trans
formed into the stateowned joint stock company KGHM 
Polska Miedź S.A. A privatisation consortium formed in 
1996 by the Minister of ownership transformations pre
pared a privatisation prospectus, which was required to en
able the public trading of the shares of KGHM Polska Miedź 

S.A. in June 1997 the State treasury sold 65.7 million of the 
200 million shares of KGHM Polska Miedź S.A. in a public 
offering, of which 30 million were sold in the domestic 
tranche, and 35.7 million in the foreign tranche in the form 
of Gdrs (Global depositary receipts). individual investors 
had the opportunity to acquire the shares of KGHM at the 
price of PLn 19, and institutional investors at the price of 
PLn 21. of significance was the fact the the employees 
themselves were participants in this privatisation, receiving 
at no cost 15%, or 30 million, of the shares. today the State 
treasury is the owner of 83.6 million shares (41.79% of total 
issued shares). The first, historic listing of the Company’s 
shares on the Warsaw Stock exchange took place on 10 July 
1997. The share price on the debut day of KGHM was PLn 
23.50, which was 23.7% higher than the price at which the 
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tonne), the share price of the Company fluctuated in the 
range of PLn 10 – 12 per share.

beginning in 2004, together with an improvement in condi
tions on the metals markets, there was an increase in the 
share price, and on 11 May 2006 it reached PLn 135. The 
highest price in the history of the Company’s shares oc
curred on 15 october 2007 when they closed at PLn 143.
in 2005 the market newspaper „Parkiet” recognised the 
shares of KGHM as a „best investment in a listed company” 
of the WiG20 index, and awarded the Company with the 
statuette „bull and bear”. Since its stock exchange debut 
KGHM Polska Miedź S.A. has remained one of the engines 
of the Warsaw stock exchange, with its major share of the 
WiG 20 index of leading companies.

individual investors had bought their shares. ten years after 
this debut, on 10 July 2007 the share price of KGHM Polska 
Miedź S.A. amounted to PLn 119.90, meaning an increase 
during this period of 530%, while the pershare dividend 
paid was PLn 30.32.

The owners of the Company’s shares also experienced diffi
cult moments. A year after their debut, the shares of the 
Company were swept along on the wave of the Asian crisis, 
and the shares of mining companies sharply fell in value. on 
8 october 1998 the share price of KGHM Polska Miedź S.A. 
recorded its lowest level – PLn 9.65. Another heavy time for 
shareholders was the period 2001 and 2002, when, due to 
low copper and silver prices (for many months the price of 
copper fluctuated in the range of 1300 – 1500 uSd per 
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 Company share performance 
in 2007

in July 1997 KGHM Polska Miedź S.A. debuted on the War
saw Stock exchange. The shares of the Company are traded 
on the primary market in a continuous trading system, and 
are a component of the WiG and WiG20 indices. The Glo
bal depositary receipts of the Company (Gdrs) have been 
traded since July 1997 on the London Stock exchange.

The share price of the Company in 2007 increased by 19%, 
reaching PLn 105.80 at the close of the last market session 
of the year on 28 december 2007. This year also witnessed 
the historic maximum price for the Company’s shares. on 
15 october 2007 the pershare price of KGHM was PLn 
143.00. in 2007 the WiG index increased by 10%, and the 
WiG20 index by 5%. The share prices of the Company on 
both exchanges – Polish and british – were similar.

Share performance of the company in 2007

KeY SHARe PRIce DAtA oF tHe coMPAnY on tHe 
WARSAW StocK excHAnGe

unit 2005 2006 2007

Number of shares issued 200 000 000 200 000 000 200 000 000

closing price from the last day of trading in the year PLN 62.50 89.00 105.80

market value of the company at year’s end million m PLN 12 500 17 800 21 160

highest closing price in the year PLN 64.40 135.00 143.00

Lowest closing price in the year PLN 27.60 63.90 79.40

average trading volume per session ‘000 778.5 813.5 730.8

Dividend paid in the financial year from appropriation 
of profit for the prior year

PLN/share 2.00 10.00 16.97

cAPItAL MARKet RAtIoS 2005 1 2006 2 2007 2

ePs (PLN) Profit (loss) for the period / number of shares 11.45 18.02 18.99

P/ce Price per share / financial surplus per share* 4.8 4.5 5.0

P/e Price per share / earnings per share 5.5 4.9 5.6

mc/s market capitalisation** / revenues from sales 1.6 1.5 1.7

P/BV Price per share book value per share*** 2.0 2.2 2.4
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 * Financial surplus per share= profit for the period + depreciation
 **  market capitalisation represents total shares outstanding times share price from the last day of the year. (200 million shares × PLN 89.00 

in 2006; PLN 105.80 in 2007)
 *** Book value equals that of the balance sheet date.
 1 per annual report for 2005
 2 per annual report for 2007
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 Dividend policy

The attractiveness of investing in the shares of KGHM Polska 
Miedź S.A. is enhanced not only by their increase in value 
but also by the amount of the dividend payout. in 2007 the 
Company paid a dividend of PLn 16.97 per share from the 
distribution of profit for the prior financial year. This gives 
a dividend payout rate of nearly 16% (calculated on the 
dividend date of record) and makes KGHM one of the top 
dividend payers on the Polish market. 

The dividend policy represents an element ensuring balance 
between the amount of the dividend payout and the possibil
ity of effectively investing the earnings of the Company. The 
General Shareholders Meeting of KGHM Polska Miedź S.A. 
on 26 June 2008 decided to pay a dividend for 2007 of PLn 
9.00 per share. 

This level of dividend, recommended by the Management 
board of the Company, is an element of the search for a bal
ance between the interests of shareholders and the possibil
ity of effectively investing the earnings of the Company.

 Ownership structure 
KGHM Polska Miedź S.A.

the share capital of the Company at 31 december 2007 
amounted to PLn 2 billion. This is divided into 200 million 
shares, series A, having a face value of PLn 10 per share. All 
of the shares are bearer shares. The Company has not issued 
preference shares. each share grants the right to one vote at 
the General Shareholders Meeting of the Company. in 2007 
there were no changes in share capital.

on 31 december 2007 the only shareholder holding at least 
5% of the total number of shares at the General Shareholders 
Meeting of the Company and granting the right to the same 
number of votes was the Polish State treasury. based on an 
anouncement dated 16 May 2007 it owned 83 589 900 shares, 
representing 41.79% of the share capital of the Company and 
the same number of votes at the General Shareholders Meeting.

the remaining shareholders of the Company (including 
deutsche bank trust Company Americas, the depositary 
bank in the depositary receipts program) each owned less 
than 5% of the share capital – altogether 116 410 100 shares, 
representing 58.21% of the share capital of the Company and 
the same number of votes at the General Shareholders Meeting.

in 2007 the State treasury reduced its ownership of the share 
capital of the Company due to the transfer of ownership to 
5 million shares to the company Kompania Węglowa S.A. This 
block of shares represented 2.5% of the share capital and the 
total number of votes.

ownership structure of KGHM Polska Miedź S.A.

state treasury  
41.79%

other  
58.21%

incl. Deutsche 
Bank Trust  
Company  
Americas <5%

10 years on the stock markets
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 Report of the Management 
Board of KGHM Polska Miedź S.A. 
on the application  
of corporate governance  
principles in 2007

The Management board of KGHM Polska Miedź S.A. hereby 
presents a report on the application of corporate governance 
principles in 2007, as described in §29 sec. 5 of the Warsaw 
Stock exchange rules.

A) List of corporate governance principles which have not 
been applied by the company, together with a descrip-
tion of the circumstances and reasons why a given 
principle has not been applied, and the means by 
which the company intends to eliminate any potential 
effects of non-application of a given principle, or the 
steps it intends to take to reduce the risk of non-appli-
cation of a given principle in future

 due to the nature and character of the Company, to which 
the law dated 30 August 1996 on the commercialisation 
and privatisation of Stateowned companies still applies 
as regards the composition of the Supervisory board 
(⅓ of the members of the Supervisory board are chosen 
by the employees of the Company), as well as taking into 
account the fact that the State treasury, as a specific 
shareholder in possession of over 44% of the shares of 
the Company, remains the dominant shareholder, and 
also considering the usual course of voting at General 
Shareholders Meetings and Supervisory board meetings, 
the Management board and Supervisory board of the 
Company have recommended a change in the Statutes to 
the General Shareholders Meeting, based on which the 
Company would meet the criteria for independence by 
members of the Supervisory board in an analogous way 
to that described in point d) of Principle nr 20, in a case 
where a single shareholder owns a packet of shares grant
ing over 50% of the total number of votes. The General 
Shareholders Meeting has accepted this recommenda
tion, with the resolution as passed and registered by the 
court of registrations with respect to the wording of § 16 
sec. 5–8 of the Statutes reading as follows:

At the beginning of 2007, the Company again applied all 
of the corporate governance principles described in the 
document „best practices in public companies in 2005” 
(with stipulations to principle 20 on the independence 
of Supervisory board members). A „declaration by KGHM 
Polska Miedź S.A. regarding the implementation of corpo
rate governance principles by the Company” was signed by 
the Management board of the Company on 15 february 
2007, countersigned by the Supervisory board on 23 febru
ary 2007, published together with the annual report for 
2006 on 12 March 2007 and accepted by the General Share
holders’ Meeting on 30 May 2007.

Stipulations to principle 20 were discussed in the following 
commentary to this principle:

„5. At least two members of the Supervisory board  should be 
independent members, meeting the following criteria:
1) does not work for the Company, its divisions, or with 

a related entity of the Company, either as an em
ployee or in any other legal relationship,

2) is not a member of the Supervisory board or Man
agement board of an entity related to  the Company,

3) is not a partner or shareholder controlling 5% 
or more of the votes at the General Shareholders 
Meeting of the Company or at the General Share
holders Meeting of a related entity,

4) is not a member of the Supervisory board or Man
agement board or an employee of an entity con
trolling 5% or more of the votes at the General 
Shareholders Meeting of the Company or at the 
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pany attempts to ensure that the names of such candidates 
are made publicly available prior to this.

The most important corporate governance principles are 
reflected (have been strengthened) in the fundamental doc
uments regulating the activities of the Company:

1. The Statutes of KGHM Polska Miedź S.A.
2. The regulations of the General Shareholders’ Meeting 

of KGHM Polska Miedź S.A.
3. the regulations of the Supervisory board of KGHM 

Polska Miedź S.A.
4. The regulations of the Management board of KGHM 

Polska Miedź S.A.

These documents, along with the „declaration by KGHM 
Polska Miedź S.A. with its registered head office in Lubin 
regarding the implementation of corporate governance 
principles by the Company” are available on the internet 
website of the Company, www.kghm.pl.

B) Description of the functioning of the general sharehold-
ers’ meeting and its fundamental rights, along with the 
rights of shareholders and how they are executed 

The functioning of the General Shareholders’ Meeting of KGHM 
Polska Miedź S.A., its rights and the rights of shareholders and 
how they are executed are described in the following documents:

1. The Statutes of the Company – Chapter iv C, §22–§30
2. The regulations of the General Shareholders’ Meeting 

of KGHM Polska Miedź S.A.
3. The declaration by KGHM Polska Miedź S.A. with its reg

istered head office in Lubin regarding the implementation 
of corporate governance principles by the Company

The schedule of work on organising the General Sharehold
ers’ Meetings of the Company is planned in such a way as to 
ensure that the obligations towards shareholders are prop
erly met and to enable them to execute their rights. 

Corporate governance

General Shareholders Meeting of a related entity,
5) is not a direct family member related by blood in an 

ascending or descending line, a spouse, brother or 
sister, a parent of a spouse or an adoptee of any of 
the persons mentioned above in points 1–4.

6. An independent member of the Supervisory board 
should meet the criteria for independence defined in 
sec. 5, throughout his entire tenure on the Supervisory 
board. Should the Supervisory board or Management 
board of the Company be informed that an independ
ent member of the Supervisory board of the Company 
has ceased during his tenure to meet the criteria for 
independence, and should this cause the Company to 
fail to meet the criteria of having at least two independ
ent members, action should be taken to ensure that 
the said member of the Supervisory board submit his/
her early resignation or that said member is recalled.

7. Prior to being appointed to the Supervisory board 
of the Company, a candidate for the position of inde
pendent member of the Supervisory board is required 
to submit a declaration in writing that he/she meets 
the criteria for independence defined in sec. 5.

8. A related entity as mentioned in sec. 5 is hereby defined 
as a parent entity of the Company, a subsidiary of the 
Company or as a subsidiary of the entity which is a par
ent to the Company. determination as to whether an 
entity is a parent to or subsidiary of the Company is 
made based on the appropriate clauses of the Corpo
rate Partnerships and Companies Code or on the Ac
counting Law”.

in accordance with principle 19, candidates for members 
of the Supervisory board should be presented and support
ed by reasons in sufficient detail to allow an educated choice. 
The normal practice until now in the Company has been 
that candidates for the Supervisory board have been pre
sented during General Shareholders’ Meetings. The Com
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FIRSt nAMe,  
SURnAMe

FUnctIon period when function 
served in 2007

adam Łaganowski*
chairman 
member

01.01.07 – 24.04.07 
24.04.07 – 18.10.07

adam Glapiński*
member 
chairman

11.04.07 – 24.04.07 
24.04.07 – 10.07.07

Leszek Jakubów*
member 
chairman

18.10.07 – 06.11.07 
06.11.07 – 31.12.07

stanisław  
andrzej Potycz

Deputy chairman 01.01.07 – 31.12.07

Jan sulmicki* member 01.01.07 – 11.04.07

marcin Ślęzak* member 01.01.07 – 31.12.07

Jerzy Żyżyński member 01.01.07 – 31.12.07

anna mańk member 11.04.07 – 31.12.07

remigiusz  
Nowakowski

member 18.10.07 – 31.12.07

members of the supervisory Board elected by the employees 
of the company:

Józef czyczerski secretary 01.01.07 – 31.12.07

Leszek hajdacki member 01.01.07 – 31.12.07

ryszard Kurek member 01.01.07 – 31.12.07

* Independent members

The Company has a depositary receipts program. The repre
sentative of the owners of Gdrs at the General Sharehold
ers’ Meeting is the depositary bank, which executes its 
voting rights through its representative, in accordance with 
the instructions issued by the owners of the said Gdrs and 
in accordance with the principles of the depositary Agree
ment entered into with the Company.
during General Shareholders’ Meetings members of the 
media are present.

C) The composition and principles of functioning of man-
agement and supervisory bodies of the company and 
their committees

Supervisory board 
the principles of functioning of the Supervisory board 
of KGHM Polska Miedź S.A. are described in the following 
documents:
1. The Statutes of the Company – Chapter iv b, §16–§21
2. the regulations of the Supervisory board of KGHM 

 Polska Miedź S.A. with its registered head office in Lubin
3. The declaration by KGHM Polska Miedź S.A. with its reg

istered head office in Lubin regarding the implementation 
of corporate governance principles by the Company

The following committees work under the auspices of the 
Supervisory board:
•	 Auditing Committee
The tasks of the Committee and the duties of members of 
the Supervisory board assigned to it are described in §6 sec. 
3 of the regulations of the Supervisory board:

 1) supervision, on behalf of the Supervisory board, of the 
other participants in the process of financial reporting 
and the process of reporting to the Supervisory board,

 2) analysis of the accounting principles applied in the 
Company,

 3) the review of transactions with parties related to the Com
pany and the review of unusual transactions,

 4) analysis of conclusions arising from the risk manage
ment process,

 5) reviewing the offers of independent auditors, recom
mending a selected auditor to the Supervisory board 
and analysing agreements entered into with an auditor 
by the Company,

 6) continuous cooperation with the auditor,
 7) analysing the opinion of the auditor regarding financial 

reporting by the Management board of the Company, 
as well as the letter of the auditor to the Management 
board and the Supervisory board and preparing the re
port of the Supervisory board on its evaluation of the 
annual report of the Management board on the activi
ties of the Company as well as the financial statements,

 8) evaluation of the internal auditing plan of the Company, 
approval of the internal auditing regulations, and of 
changes of the director of internal auditing,

 9) analysis of the conclusions reached and the recommen
dations made by an internal audit of the Company, with 
an evaluation of the degree of implementation of these 
recommendations by the leadership of the Company,

in accordance with corporate governance principle 20 together 
with the commentary included in the „declaration” and de
scribed in point A) of this report, two members of the Supervi
sory board of the Company meet the criteria for independence.

The composition of the vith term Supervisory board of KGHM 
Polska Miedź S.A., during the period from 1 January 2007 
to 31 december 2007 was as follows:
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10) these tasks and rights of the Auditing Committee do not 
mean that it has the obligation to plan or conduct an 
audit of the documents of the Company, or that it must 
confirm that the documents of the Company are in con
formance with accounting principles and prevailing law. 

The composition of the Auditing Committee of the vith term 
Supervisory board of KGHM Polska Miedź S.A., during the 
period from 1 January 2007 to 31 december 2007 was as 
follows:

Corporate governance

4) to periodically analyse the strategy of leadership staff re
muneration, and to submit if necessary recommended 
changes in remuneration to the Supervisory board. 

The composition of the remuneration Committee of the 
vith term Supervisory board of KGHM Polska Miedź S.A., 
during the period from 1 January 2007 to 31 december 
2007 is as follows:

FIRSt nAMe,  
SURnAMe

period of work of the committee in 2007

adam Łaganowski* 08.01.2007 – 18.10.2007

marcin Ślęzak* 01.01.2007 – 31.12.2007

Leszek hajdacki 01.01.2007 – 31.12.2007

anna mańk 30.08.2007 – 31.12.2007

Leszek Jakubów* 06.11.2007 – 31.12.2007

* Independent members

FIRSt nAMe,  
SURnAMe

period of work  
of the committee in 2007

adam Łaganowski 08.01.2007 – 18.10.2007

stanisław andrzej Potycz 08.01.2007 – 31.12.2007

Jan sulmicki 08.01.2007 – 11.04.2007

Jerzy Żyżyński 08.01.2007 – 31.12.2007

remigiusz Nowakowski 06.11.2007 – 31.12.2007

•	 remuneration Committee
The tasks of the Committee and the duties of members of the 
Supervisory board assigned to it are described in §6 sec. 5 of 
the regulations of the Supervisory board:

1) to pursue a policy of preparing reserve candidates to serve 
on the Management board of the Company,

2) to carry out the process of selecting candidates to serve 
as members of the Management board and, following 
their examination, to present the Supervisory board 
with selected candidates,

3) to supervise realisation of the system of remuneration 
of the management staff, and to submit recommended 
changes in remuneration to the Supervisory board,

Management board 
The duties and principles of functioning of the Management 
board of KGHM Polska Miedź S.A. are described in the fol
lowing documents:
1. The Statutes of the Company – Chapter iv A, §12–§15
2. The regulations of the Management board of KGHM 

Polska Miedź S.A. with its registered head office in Lubin
3. the declaration by KGHM Polska Miedź S.A. with 

its registered head office in Lubin regarding the imple
mentation of corporate governance principles by the 
Company

At the end of the year the auditing and remuneration com
mittees submit a report of their activities to the Supervisory 
board. These reports, following approval by the Supervisory 
board, are made available to shareholders in the materials 
for the General Shareholders’ Meeting.
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1. an Accounting Policy and a Sector Chart of Accounts, in 
accordance with international financial reporting 
Standards, 

2. Principles for financial Management and for an eco
nomic System,

3. Sector Principles of balance Sheet depreciation of Prop
erty, Plant and equipment and Amortisation of intangi
ble Assets,

4. Sector inventorisation instructions, and
5. documentation for an it system for the processing 

of accounting data, as well as a variety of internal proce
dures respecting systems for the control and evaluation 
of risk arising from the activities of the Company.

KGHM Polska Miedź S.A. keeps accounting records in the 
integrated it system mySAP. The modular structure of this 
system ensures a transparent segregation of duties, uniformity 
in account operating procedures and control between ledgers: 
special purpose ledger, general ledger and subledgers, through 
the developed reporting system. The high flexibility of the sys
tem enables it to be continuously adapted to changing ac
counting principles or other legal standards. The system has 
full technical documentation, both in the part meant for end
users, as well as in the configuration for setting the parameters 

of the system and calculation algorythyms. in accordance with 
article 10 of the Act dated 29 September 1994 on accounting, 
documentation of the it accounting system is periodically 
updated and confirmed by the Management board of the 
Company.
Access to it system information resources is limited to the re
spective entitlements of authorised employees solely with re
spect to the duties which they carry out. Control over this 
access is carried out at each stage of financial statements prepa
ration, beginning with the entering of source data, through the 
processing of data, to the generation of output information. 

A significant element of risk management with respect to the 
process of preparing financial statements is the internal con

during the period from 1 January 2007 to 31 december 
2007 the composition of the Management board and the 
delegation of duties amongst the members of the Manage
ment board were as follows:

FIRSt nAMe, 
SURnAMe

FUnctIon period when function 
served in 2007

Krzysztof skóra
President of the  
management Board 

01.01.07 – 31.12.07

maksymilian  
Bylicki

I Vice President of the 
management Board 
 (Development)

01.01.07 – 06.11.07

marek Fusiński
Vice President of the ma-
nagement Board (Finance)

01.01.07 – 31.12.07

Ireneusz  
reszczyński

Vice President of the ma-
nagement Board (sales)

01.01.07 – 06.11.07

I Vice President of the ma-
nagement Board (sales)

06.11.07 – 31.12.07

stanisław Kot

Vice President of the ma-
nagement Board (metal-
lurgy), temporarily acting 
Vice President of mining 
Division

01.01.07 – 31.03.07

Vice President of the 
 management Board 
 (Production)

01.04.07 – 31.12.07

Dariusz Kaśków
Vice President of the 
 management Board 
 (Development)

06.11.07 – 31.12.07

D) Description of basic characteristics applied in the 
company of systems for internal control and risk man-
agement as respects the process of preparation of fi-
nancial reports 

in the process of preparing the financial reports of the Com
pany, one of the basic elements of control is the verification 
of financial statements by an independent auditor. The tasks 
of the independent auditor include in particular: review of 
the halfyear financial statements and interim audit and fi
nal audit of the annual report. 
Selection of the independent auditor is carried out by the 
Supervisory board through a public tender from amongst 
renowned auditing firms, guaranteeing high standards of 
services and the required level of independence. The cur
rent contract for the auditing of financial statements by 
a certified auditor was entered into for a 3year period 
(2007–2009). The body which supervises the process of fi
nancial reporting and which cooperates with the independ
ent auditor is the Auditing Committee, which is appointed 
by the Supervisory board. 

in order to ensure accuracy in the keeping of Company ac
counting records and the generation of financial data for 
highquality presentation, the Management board of the 
Company has accepted and approved for continuous use the 
following:
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trol carried out by internal auditing and internal control with
in the Company. 
internal auditing operates based on the „regulations for inter
nal auditing in KGHM Polska Miedź S.A.” approved by the 
Management board of the Company and on the „Code of eth
ics for internal auditors in KGHM Polska Miedź S.A.” – devel
oped based on international Professional Standards in internal 
Auditing Practice. Amongst the tasks of internal auditing are 
the examination and evaluation of control mechanisms to en
sure the trustworthiness and uniformity of financial data, rep
resenting the basis for the preparation of financial statements 
required by law, and of management reports. in this respect, 
in 2007 the examination and evaluation of risk was subjected 
to the following processes: the delegation of rights, the setting 
of prices and the sale of Company products. 

internal control operates based on the „internal Control reg
ulations” approved by the Management board of the Compa
ny. this system of internal control based on the principle 
of independence comprises all Company processes, including 
those areas which directly or indirectly affect the correctness 
of financial statements. 

Amongst areas of risk to which the Company is exposed, the 
most important is market risk. due to the exposure of the 

SIGnAtUReS oF ALL MeMbeRS  
oF tHe MAnAGeMent boARD

Position/Function signature

4 march 2008 Ireneusz reszczyński
acting President of the management Board 
and I Vice President of the management 
Board

4 march 2008 marek Fusiński Vice President of the management Board

4 march 2008 stanisław Kot Vice President of the management Board

Corporate governance

Company to market risk (copper and silver prices and the 
uSd/PLn exchange rate), derivative instruments are used to 
manage this risk. organisation of the market risk manage
ment process separates the functions of units responsible for 
entering transactions on the derivative instruments market 
from the functions of units responsible for their authorisation, 
settlement and the preparation of information on the meas
urement of these transactions. Such an organisational struc
ture, in accordance with best practice in risk management, 
permits control over the process of entering into transactions 
and the elimination of derivative instruments transactions un
authorised by the Management board.

The effectiveness of the control and risk management proce
dures in the process of preparing financial statements of 
KGHM Polska Miedź S.A. may be seen in the form of the high 
quality of these statements, as confirmed by the opinions put 
forth thus far by certified auditors from their auditing of the 
financial statements and by the high evaluations of the recipi
ents of these statements. in addition, KGHM Polska Miedź 
S.A. participates in the competition The best Annual report 
organised by the institute of Accounting and taxation under 
the patronage of the Warsaw Stock exchange, gaining a lead
ing position amongst listed companies.
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the activities of KGhm Polska miedź s.a. are aimed 

at building the value of the company, by maintaining 

its position as a leading global producer of copper 

and silver, as well as growth as respects the mining 

and processing of other non-ferrous metals ores. 

In addition, the strategy foresees the taking of actions 

respecting the utilisation of tailngs, the production of 

rock salt and optimal utilisation of its telecom assets.

Development strategy

Chapter IX
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 Basic elements  
of the Company strategy

According to the current „Strategy of KGHM Polska Miedź S.A. 
and Group for the years 2007–2016”, the activities of KGHM 
Polska Miedź S.A. are aimed at increasing the value of the 
Company by maintaining its position as a global producer of 
copper and silver, as well as through development as respects 
the mining and processing of other nonferrous metals. in 
addition, the Strategy foresees actions being taken as respects 
waste management and utilisation, the production of rock 
salt and optimal utilisation of telecom assets.

The strategy of KGHM Polska Miedź S.A. is carried out in 
three main areas:

1. Development and increased effectiveness of the core 
business 

The actions of the Company in this area are aimed at:
a. increasing the resource base (including maintaining the 

current level of copper production from domestic resourc

es by accessing and mining the Głogów GłębokiPrzemy
słowy deposit), evaluating the possibility of mining the 
radwanice–Gaworzyce deposit and eventual commence
ment of accessing of this deposit, and exploration of other 
copper and nonferrous ore resources.

b. improving management effectiveness, among others by 
limiting core business costs and increasing the effective
ness of Group companies. in this area actions will be 
undertaken aimed at improving effectiveness by reducing 
costs at every stage of the production process, altering 
the model of mining and smelting management, central
ising auxiliary activities, limiting the number of Group 
companies and increasing the effectiveness of Group 
companies operating on the KGHM market. in addition, 

plans call for the modernisation of production assets by 
improving the processes of ore enrichment, concentrate 
hydrotransport, limiting environmental emissions at 
every stage of the production process, and modernising 
smelter processes in order to maintain the capacity to 
produce the highestquality copper, as well as tasks re
lated to replacing the machine park.

2. Diversification
in this area the activities of the Company will be aimed at: 
a. optimising utilisation of its telecom assets. This will be 

accomplished by an increase in the value of the telecom 
assets of KGHM (Polkomtel and dialog), including a sig
nificant strengthening of the position of diALoG on the 
Polish telecom market. it is assumed there will be a com
bination of both organic growth and the takeover of prof
itable telecom firms. dialog is in a position to finance 
these investments by using its own internal funds and 

external financing, to be acquired mainly from the debut 
of the company on the Warsaw Stock exchange.

b. gaining a significant position in the waste management and 
processing market, in particular by managing and utilising 
the waste generated by KGHM, achieving an effective 
scale of operations in commercial waste management 
(new technology for the recovery of copper from waste 
along with equity investments, utilising the Company’s 
own integrated recycling system based on smelting). 

c. examining the possibilities of investing and diversifying 
into new sectors. operations in this area are aimed at 
the development of current projects for the recovery of 
nonferrous metals and for advanced hydrometallurgical 
technology, as well as the review and implementation of 

MISSION OF KGHM:

„The effective 
processing of natural 
resources is the road 
to Company growth”
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investment projects in new areas. realising the assump
tions of the Strategy in this regard, in July 2007 the compa
ny KGHM LetiA Legnicki Park technologiczny spółka 
akcyjna was established. Among its tasks is the promo
tion of scientific research in order to improve the eco
nomic position of Lower Silesia and the competitiveness 
of entities operating in its area, cooperation with domes
tic and foreign research institutions in order to transfer 
new technology to existing and newlycreated economic 
entities, and conducting research and development.

With the participation of the Ministry of Science and High
er education, on 17 July 2007 an academic consortium was 
established with the KGHM Polska Miedź S.A. Group. This 
consortium encompasses nearly 40 domestic academic and 
research institutions. Within its structure, three areas of re
search are specified: mining, metallurgy and new technolo
gies. As a result of the consortium’s actions, research 

projects will be carried out on selected strategic goals of 
KGHM Polska Miedź S.A. Work is currently being carried 
out on developing specific r&d subjects.

3. Support of the development of KGHM 
in this area the activities of the Company will be aimed at:
a. continued implementation of corporate governance prin

ciples;
b. an increase in human resource management effectiveness 

and improvement in working conditions; and
c. implementation of a responsible business program, 

which means above all an increase in activity by KGHM 
on behalf of the local community. 

Development strategy

39
Annual Report 2007



40
Annual Report 2007

 Realisation of Company  
Strategy in 2007

As part of those activities whose goal is to increase the cop
per ore resources owned by the Company (socalled resource 
assets), work was continued on gaining working access to 
the Głogów GłebokiPrzemysłowy deposit. realisation of 
this project will increase the resource base currently owned 
by the Company, allowing continuation of the present level 
of copper production over the long term. 

in order to streamline the implementation process and 
monitor realisation of the Strategy, the Company continued 
to implement a balanced Scorecard. This tool improves the 
process of taking strategic and operational decisions by 
concentrating on those key factors responsible for shaping 
the value of the Company. 

on 4 September 2007 the Management board of KGHM 
Polska Miedź S.A. resolved to implement the Strategy of 
KGHM Polska Miedź S.A. it assumes realisation of the 

With respect to the Strategic business units, it was decided 
to pursue the strategy in accordance with strategic maps, 
systems for measuring realisation of strategic goals and lists 
of strategic initiatives, which were agreed on during work 
related to the budget for 2008 and the fiveyear Plan for the 
years 2008–2012. Assumptions were also approved for chang
es in the budgeting system, action plans were developed as 
respects setting definitions for measuring success and the 
status of realisation of strategic initiatives, and details of the 
system for reporting on realisation of the strategy were de
termined. in addition, projections were developed of key 
goals, measuring tools and strategic initiatives. 

november 2007 saw commencement of the work of the 
Project team for implementation of balanced Scorecards us
ing the SAP SeM it module.

Strategy segregated by the following Strategic business 
units (Sbu): 

– mining,
– metallurgy,
– telecoms,
– diversification,
– Capital Group,
– strategic supporting unit (SSu) – Corporate Center.

The task of this team is is to develop a business concept, to 
implement the balanced Scorecards, conduct acceptability 
tests of the balanced Scorecards, carry out training of end
users and to implement the balanced Scorecards in produc
tion.
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Development strategy

 Plans for 2008

The most important strategic actions of the Company in 
2008 will be the realisation of strategic initiatives in the fol
lowing functional areas:

1. Core business
improving the effectiveness of the core business and guaran
teeing the planned production level through:
a developing the mine infrastructure in the region of Gło

gów Głęboki Przemysłowy,
b. construction of shaft SW4,
c. continuous equipping of the mining divisions.

in addition, the Company is seeking ways to expand the re
source base, as a result of which the possibility is being con
sidered of KGHM Polska Miedź S.A. participating in entities 
which own metal deposits, and which own exploration 
rights in various parts of the world. Work is currently at the 
conceptual stage.

2. Diversification
a. telecom assets
plans call for the acquisition in 2008 of an additional block 
of shares of Polkomtel S.A., and the acquisition of a stable 
dividend flow from ownership of these assets in future 
years.
b. Power assets
an increase in the share capital of energetyka Sp. z o.o., in 
order to:

– modernise and expand existing power generation capacity 
based on steamgas units, which will lead to a decrease 
in energy costs incurred by KGHM,

– purchase shares of the local energy producer.

3. Equity investments
Their main goal is to increase equity inflow (dividends) and 
to increase the value of these assets over the long term.

41
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September 1962 
A party-government delegation 

reviewed the progress 
on construction of KGHM.

Throughout its construction, 
questions constantly rose on its 

profitability.

50th ANNIVERSARY of the discovery of the copper ore deposit in
 Poland
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 results and forecasts

Positive global economic conditions led to good company results.

the situation on the copper and silver markets fortunately 

suffered no negative repercussions from the american subprime 

loan crisis. throughout the year copper prices remained at very 

high levels. a similar situation prevailed on the silver market. 

Despite a significant improvement in the Polish economy, 

the situation on the domestic market was less favorable for the 

company than on the foreign market. throughout 2007 

the Polish currency, as compared to the usD and eur, 

systematically rose. this in turn negatively impacted export 

revenues. another serious problem was the decrease in copper 

extraction in KGhm, as a result of work in regions having 

a lower copper content in extracted ore.
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 Market conditions and trends

MACroeConoMiC SituAtion

The global economy in 2007 found itself on rough and uncer
tain ground. Global financial tensions which appeared at mid
year cast a shadow over the growth in Gross national Product 
of many global economies. 

based on estimates of the international Monetary fund, the 
rate of global economic growth in 2007 was 4.9%, which was 
0.1 of a percentage point lower than in the prior year. The 
tense situation on the financial market, whose origins lead 
back to the subprime crisis in the united States, was intensi
fied even further after financial institutions publicized their 
losses due to direct or indirect involvement in this affair. The 
result globally of the reduction in economic perspectives of 
the world’s largest economies in 2007 was however limited. 
Support came from the strong economic growth of develop
ing countries, especially the east Asian economies.

in evaluating the global macroeconomic situation in the past 
year, attention must be drawn to the difficulties of the world’s 

The weakening growth in the mature economies in 2007 was 
balanced by the good results in developing nations. the 
emerging economies grew on average at a rate of 7.9% versus 
an increase in GnP in developed countries of 2.7%. The Chi
nese economy was particularly strong, and for the fifth year in 
a row recorded doubledigit economic growth. due to both 
strong domestic demand as well as high net export, the Gross 
national Product in this region increased in 2007 by 11.4%. 
However, while in most emerging economies strong econom
ic growth was associated with moderate inflation, in China 
inflationary pressures could not be held in check. in novem
ber the CPi inflation index increased to 6.9%. for China, 2007 
saw further increases in the trade surplus, reaching 262 billion 
uSd and nearly 50% (and perhaps by half) higher than in the 
prior year. fx reserves at the end of 2007 reached 1.5 billion 
uSd. The share of this country in the global Gross national 
Product, measured by purchasing power parity, was nearly 
34% in 2007.

leading economy, that of the united States. The adjustment in 
the housing market and the reduced level of investment there
in, the losses of financial institutions involved in the subprime 
loans market, the resulting credit crunch and the selloff in 
the stock markets were the main factors causing increasing 
uncertainty as to further macroeconomic growth. economic 
growth in the united States in 2007 decreased yearonyear, 
mainly due to the abovementioned factors, by 0.7 percent to 
the level of –2.2%. Along with the economic slowdown in this 
country, inflationary pressures once more appeared. The first 
half brought an increase in the consumer price index, mainly 
due to the increase in energy prices. following the summer 
period, when the index decreased, it once more increased in 
november to a record 4.3%. 

economies most resonsible for global economic growth 
in 2006 and 2007
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Market conditions and trends

in the final quarter of 2007 there appeared a rash of nega
tive information on the deterioration in the uS economy, 
and especially in the financial sector. expectations fell for 
global economic growth, which in the opinion of some in
vestors meant a decrease in metals demand. Copper prices 
in the final months of 2007 fell dramatically.

due to the strong depreciation of the uSd versus other cur
rencies, the price of copper denominated in currencies other 
than the uSd fell significantly in the second half of 2007. At 
the end of 2007 the uSd copper price had increased by 
nearly 46% versus the end of 2005, while the price in euros 
had only increased by 17%, and in Polish zloties by 9%.

 Copper market

Copper prices on the London Metal exchange in the first 
months of 2007 remained significantly below the average 
for 2006. in the second quarter copper prices clearly grew, 
forming a sideways trend in further months. Three times 
they failed to exceed the upper limit of this consolidation, 
and the final months of the year brought a deep fall to ap
prox. 6 400 uSd per tonne. The average cash settlement 
copper price in 2007 was 7 126.3 uSd/t, meaning an increase 
of 5.9% versus the prior year (6 730 uSd/t). 

The rapid increase in copper prices in the second quarter of 
2006 and the continuation of prices at historically very high 
levels in the latter part of the year was mainly caused by the 
relatively low level of metals inventories and the lack of ex
pected new refined copper production. in the last quarter of 
2006 the copper price began to significantly decrease due to 
negative information from the uSA (such as weakening 
economic growth and and the deepening crisis on the prop
erty market) and the increase of metals inventories. 

average anual 
price in  2007 
7 126 usD/t

Daily cash settlement from the London Metal exchange, 
2005–2007
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from the second half of february 2007 the falling trend in 
the copper price reversed itself and this metal quickly grew 
in value. by the end of September the price of copper was 
oscillating within a range of 7 000 to 8 200 uSd/t.

The main cause of this dynamic increase in prices was the 
growing Chinese import of this metal, and also in the fol
lowing months information on the stabilisation of the situ
ation in the uS and on worker protests in the mining sector 
in South America (in particular in Mexico and Peru). 

Investment funds

in looking at the commodities markets, investment funds 
must be taken into account. Their involvement has been grow
ing for many years, and based on estimates, in 2007 they 
exceeded 1.6 trillion uSd. index funds, whose portfolios 
reflect the share of various commodities in various types of 
commodity indices (for example S&P GSCi, dbLCi), in
creased their assets in 2007 to over 140 billion uSd.
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Copper production 

According to analysts of the international Copper Study 
Group, in 2007 mine production increased by 3.5% versus 
2006 and amounted to 15 465 thousand tonnes. refined 
production during this period amounted to 18 157 thou
sand tonnes, or an increase of 4.6%. Production increases 
were recorded in all regions. only in europe was there a de
crease, of nearly 2%. The greatest percentage increase was in 
Africa (16.54%), while in terms of volume it was in Asia 
(mainly China).

ReGIon 2006 (‘000 t) 2007 (‘000 t) change

africa 553 645 16.54%

america 5 661 5 729 1.20%

asia 7 025 7 716 9.83%

europe 3 699 3 627 –1.95%

oceania 429 441 2.87%

totaL 17 367 18 157 4.59%

source: International copper study Group – march 2008

Copper consumption

According to the iCSG refined copper consumption in 2007 
increased by over 6.5 percent to 18 199 thousand tonnes, 
and was 42 thousand tonnes higher than metal production 
during this period. in terms of volume, global metals con
sumption increased by 1.12 million tonnes, while in China 
this increase amounted to nearly 1.3 million tonnes. Copper 
consumption in Africa increased slightly (30 thousand 
tonnes), and in the remaining parts of Asia and oceania it 
remained unchanged, while there was a decrease in America 
(76 thousand tonnes) and in europe (139 thousand tonnes). 
China was the main source of increased demand for copper 
not only in the past year, but also during the entire present 
decade. in the years 2000–2006 global metals consumption 
increased by 3 million tonnes, which was the same amount 
of the increase in the world’s most populated nation during 
this period. The main cause of such a spectacular demand 
for copper is the enormous amount of infrastructural in
vestments (mainly in the energy sector).

Increase in refined copper consumption by geographic 
region, 2000–2007

source: International copper study Group
*asia excl. china

america china africaasia* europe oceania

3 000

2 250

1 500

750

0

–750

–1 500

46
Annual Report 2007

(‘000 t)



47
Annual Report 2007

Core business

Copper inventories

The lowest level of LMe inventories over the last several 
decades was recorded on 22 July 2005 – 25 525 tonnes. Since 
this record low, the level of inventories has steadily in
creased in market warehouses. in october 2006 total copper 
inventories on all three markets amounted to 166 thousand 
tonnes. in successive months this level dynamically in
creased, which caused a rapid depreciation in the price of 
this metal during the end 2006/beginning 2007 period. in 
March 2007 inventories exceeded 280 thousand tonnes, fol
lowing which they began to decrease, so that for several 
months they have stabilised in the area of 200 thousand 
tonnes. the dynamic increase in inventories in the last 
quarter of 2007, along with the negative information from 
the uS economy, caused a drop in copper prices. At the end 
of 2007 the official level of market inventories on the three 
markets reached nearly 240 thousand tonnes.

Global prices and copper stocks in the years 2005–2007
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 Silver market

The average annual silver price on the London bullion Mar
ket in 2007 was 13.38 uSd/troz and was nearly 16% higher 
than in the prior year. Silver prices quickly rose in the first 
two months of 2007, reaching 14.58 uSd/troz at the end of 
february. over the next several days the price fell rapidly to 
12.61 uSd/troz. After a period of consolidation of prices of 
several months, the price in August reached the annual mini
mum (11.67 uSd/troz). Since that time prices systematically 
rose until november, when they reached their annual maxi
mum (15.82 uSd/troz). The year 2007 ended with a fixing 
price of 14.76 uSd/troz. 

for most of the year silver prices oscillated in a sideways 
trend, with a slight falling tendency. Historically, this metal 
has usually reflected movements in the price of gold, al
though displaying a greater variability. When gold prices 
have increased, silver has likewise risen quickly in value, and 
when prices on the precious metals markets have fallen it has 
also done the same. This tendency ceased at the end of 2006. 
The weakness in the silver market may be explained by the 

in April 2006 a new etf (exchange traded fund) type fund 
was created called the iShares Silver trust. These funds enable 
investors to benefit from rising metals prices without the 
need to physically acquire the metal, thanks to which they 
increase the availability of this market to a wider group of 
investors. during its first five months this etf encompassed 
over 100 million ounces of silver. At the end of 2007 the as
sets of this fund amounted to nearly 170 million ounces. in 
the second quarter of 2007 two further funds of a similar na
ture appeared. These are significantly smaller than the  bar
clays product described above, although by the end of the 
year they had managed to encompass over 20 million ounces, 
giving total assets of 190 million ounces of this metal. despite 
the fluctuations in the silver price, these funds successively 
increased their assets during the year, which demonstrates 
their longterm nature.
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Silver supply and price in the years 2005–2007

1 750 

1 500

1 250

1 000

750

500

250

usc/troz

average anual  
price fix 2005 
731 usc/troz

average anual 
price fix 2007 

1 338 usc/troz

average anual  
price fix 2006 

1 155 usc/troz

daily price fix

source: KGhm

06-05 12-05 06-06 12-06 06-07 12-07 06-06 12-06 06-07 12-07

time needed for investors to react and accustom themselves 
to the new price levels after the dynamic increase in the price 
of this metal since 2006. This can easily be seen in the Gold/
Silver ratio, which reflects the relative strengths of both mar
kets. An increase in this ratio indicates the better perform
ance of gold versus silver. 
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Silver supply

Global silver mine production, mainly due to a strong increase 
in extraction in Asia and Latin America, increased in 2007 by 
4%, to 670.6 million ounces. The share of primary silver pro
duction in mine production increased by 11% and amounted 
to 198.1 million ounces. This represents barely 29.5% of to
tal silver mine production. The remaining silver is mined as 
a byproduct of the mining of other metals (mainly copper, 
zinc, lead and gold). despite the nearly 16% increase in the 
silver price in 2007 the availability of this metal from recov
ery decreased by 3%. The main reason is the decrease in the 
amount of silver recovered from the photographic industry. 
The greatest impact on the level of silver supply in 2007 was 
the activity of producers as respects hedging against fluctua
tions in silver prices. in 2006 hedging by producers de
creased by 6.8 million ounces, while in 2007 it decreased by 
25 million ounces. Sales of this metal by the socalled offi
cial sector (national reserves) decreased by 46% to 42.3 mil
lion ounces. 

mln oz.
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Silver consumption

in 2007 industrial demand for silver increased by nearly 7% 
to the record level of 455.3 million ounces. The steady in
crease in the industrial use of silver alongside a significant 
increase in the price of this metal shows how weak is the 
shortterm demand price flexibility and the difficulty of 
finding a substitute for this metal. in 2007 the share of this 
segment in total production demand (industry, photogra
phy, jewelery, silver products and coinage) increased to 
nearly 54%. demand for silver by the photographic industry, 
as forecasted, continued to fall. in 2007 it decreased by 
nearly 11% and amounted to 128.3 million ounces. demand 
by the jewelery and coinage industries decreased respec
tively by 2.3% and 5%.

Core business
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source: KGhm
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one of the most important factors in the increase in GnP in 
2007 was internal demand, which was mainly due to personal 
consumption. The stronger rate of GnP growth versus the 
prior year was due to the higher rate of increase of nominal 
disposable income and easier access to consumer credit (the 
average increase in 2007 was around 20% yoy. 

Consumer spending was also greater due to an improvement 
in the job market. in 2007 unemployment fell from the Janu
ary level of 15.1% to the record low of 11.2% at the end of 
november.

At the end of december, it increased slightly to 11.4%, though 
this was more a seasonal phenomenon than a sign of a collapse 
of the labor market. 

Such good results were also due to the 2007 state budget 
deficit of PLn 16.9 billion versus the planned yearly deficit 
of PLn 30 billion. State spending grew by PLn 252.9 billion, 
or 97.7% of that planned for by law. State revenues amounted 
to PLn 236.0 billion, representing 103.1% of the annual plan. 
in 2007 the CPi average was at the level of inflation, i.e. 
around 2.5% yoy. However, its steady monthbymonth in
crease caused inflation to increase by the end of the year by 
4.0% yoy.

The increase in inflation was the main reason for the rise in 
interest rates. in 2007 the Monetary Policy Council raised 
interest rates four times, altogether by 1.00 percentage point 
(in April, June, August and november). At the end of 2007 
the main percentage rate was 5.00% (with a lombard rate of 

6.50%, a deposit rate of 3.50%, and a bond rediscount rate of 
5.25%). 

The significant improvement in the Polish economy and the 
inflow of foreign capital in 2007 was reflected in the Warsaw 
Stock exchange. The bull market on the WSe was in great 
measure responsible for the increase in the value of the 
Polish zloty versus the eur and uSd. The WiG20 index in 
2007 systematically increased, and by the beginning of July 
had reached its historic maximum of 3 899.59 points. de
spite falls in the market of nearly 15% in midJuly, by the 
end of the year the WiG20 index remained at a high level.

 Currency market

in 2007 the the Polish currency continued its rising trend, 
begun in May 2004. The scope of fluctuation of the Polish 
zloty versus the uSd in 2007 may be seen by the wide range 
in the uSd/PLn exchange rate: 2.4110–3.0619. during this 
period (based on nbP rates) the average uSd/PLn exchange 
rate was 2.7686, while the eur/PLn rate was 3.7843. The 
levels in both cases are lower versus those of the prior year 
(respectively by 10.8% and 2.9%). in 2007 the minimum 
uSd/PLn exchange rate was recorded in middecember: 
uSd/PLn 2.4110. The maximum rate was at the end of Janu
ary: uSd/PLn 3.0619. during this period the eur was at its 
lowest in middecember (3.5577 PLn), while the maximum 
eur/PLn rate of 3.9523 was reached in January.

following the increase in GnP in 2006 by 6.2%, according to 
the Polish statistical office (GuS), the rate of economic growth 
in 2007 was 6.6%. in quarterly terms, in 2007 the rate of in
crease in GnP slowed. The fastest increase was in the first 
quarter and amounted to 7.4%, while the weakest was in the 
fourth quarter, when the increase in GnP was at 6.4%. 
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 Resource base

The resource base for the core business of KGHM Polska 
Miedź S.A. (comprising mines, ore enrichments plants and 
smelter/refineries) is the largest copper ore deposit in eu
rope and one of the largest in the world, lying between the 
towns of Lubin, Sieroszowice and Głogów. to exploit its re
sources a mining region was established with a total area of 
around 468 km2.

That part of the copper ore deposit currently being mined 
lies at a depth of from 600 to 1380 meters. 

Among the numerous associated elements occurring to
gether with the copper ore are those whose presence in the 
ore serve to increase the financial result of the Company, for 
example, silver, nickel and gold. of particular economic im
portance for the Company is the relatively high silver con
tent of the excavated ore (47 grams per tonne of ore). 

due to the thinness of the layer of mineralisation of precious 
metals (appx. 25 cm), the lack of mineralisation continuity 

Current mining areas

KGHM Polska Miedź S.A. holds licenses for the mining of 
copper ore from the following regions: LubinMałomice, Pol
kowice, Sieroszowice, rudna (mining areas rudna i and rud
na ii), radwaniceWschód and Głogów GłębokiPrzemysłowy. 
The licenses held by the Company entitle it to conduct copper 
ore mining until the year 2013 in the regions Lubin, Małomice, 
Polkowice, Sieroszowice and rudna, until 2015 in the region 
radwanice Wschód, until 2046 in the region rudna ii and 
until 2054 in the region Głogów GłębokiPrzemysłowy. 

The Company will be allowed to prolong the mining licenses 
which expire in the year 2013, in accordance with Polish law, 
until the completion of mining operations (i.e. exhaustion of 
the ore). The estimated amounts of the balance and industrial 
copper ore reserves in those regions currently being mined by 
KGHM Polska Miedź S.A. are presented in the following tables.

DIvISIon 
/ MIne

ore  

resources 

[mln t]

cu 

[%]

ag 

[g/mg]

cu vol. 

[mln mg]

ag vol. 

[mg]

Lubin 346.8 1.26 58 4.37 20 132

Polkowice- 
-sieroszowice

387.3 2.65 54 10.28 21 088

rudna 513.3 1.78 42 9.12 21 606

Głogów Głęboki 
Przemysłowy

292.1 2.40 79 7.01 22 981

KGhm Polska  
miedź s. a.

1 539.5 2.00 56 30.78 85 807

and its high irregularity, the concentrations documented 
are not treated as ore which meets economic criteria for 
separate mining operations. it should however be pointed 
out that a significant part of the precious metals contained 
in the copper ore are retained in the concentrate and recov
ered by the processing of anode slimes. 

The amount of documented copper ore resources in areas 
licensed by KGHM Polska Miedź S.A. gives Poland 6th – 8th 
place globally in terms of its resources, and first place in terms 
of its silver resources (u.S. Geological Survey – 2007).
 

balance resources of copper ore and metals (Cu, Ag) in areas 
licensed by KGHM Polska Miedź S.A. (at 31.12.2007)

Bytom Odrzański

Gaworzyce

Radwanice Zachód

OG Radwanice Wschód

OG Polkowice II
OG Lubin

OG Małomice

OG Rudna

OG Sieroszowice
Retków

OG Rudna II

Głogów

Głogów Przemysłowy

N
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DIvISIon 
/ MIne

ore  

resources 

[mln t]

cu 

[%]

ag 

[g/t]

cu vol. 

[mln t]

ag vol. 

[t]

Lubin 276.3 1.26 58 3.48 16 136

Polkowice- 
-sieroszowice

336.5 2.71 55 9.11 18 491

rudna 382.1 1.82 44 6.94 16 716

Głogów Głęboki 
Przemysłowy

267.4 2.40 78 6.42 20 819

KGhm Polska  
miedź s. a.

1 262.3 2.06 57 25.95 72 162

UnMIneD  
DePoSIt

ore  

resources 

[mln t]

cu 

[%]

ag 

[g/t]

cu vol. 

[mln t]

ag vol. 

[t]

Bytom odrzański 31.5 2.47 56 0.8 1 762

retków 135.8 1.77 86 2.4 11 645

Gaworzyce 44.8 3.05 44 1.4 1 981

radwanice Zachód 18.6 2.50 42 0.5 783

Core business

industrial resources of copper ore and metals (Cu, Ag) in 
areas licensed by KGHM Polska Miedź S.A. (at 31.12.2007)

Reserve areas

Adjoining the area of the deposit currently being worked by 
KGHM Polska Miedź S.A. are the documented ore zones of 

“Gaworzyce” and „radwanice Zachód”. These contain balance 
copper ore resources, and at present are treated as reserve 
areas which may in the future be brought into exploitation.
 

balance resources of copper ore and metals (Cu, Ag) in re
serve areas to a depth of 1250 m

rent criteria for being treated as mineable copper ore at 
a depth below 1250 m, they are not treated as documented 
copper ore balance resources. 

due to the continuation of high copper and silver prices on 
the global market, KGHM Polska Miedź S.A. has begun to 
gather further geological information on the ore zones of “Ga
worzyce” and „radwanice”. in 2007 the Company submitted 
requests to be granted licenses to explore these deposits.

following exhaustion of the ore, in a northwesterly direc
tion from the ore currently being worked and from the 

“Gło gów GłębokiPrzemysłowy” deposit which is being pre
pared for exploitation, at a depth of up to 1500 m occur re
gions of proven increased copper mineralisation: “Głogów”, 

“bytom odrzański” and „retków”. As they do not meet cur
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Copper ore Copper concentrate Blister copper Wire rod Billets

Production process

the production line of KGHM 

silver

Electrolytic copper (cathodes)

oxygen-free wire rod silver-bearing, oxygen-
free wire rod

Refining Copper processingOre extraction Ore enrichment Smelting

 The core business of KGHM

The core business of the Company is an integrated produc
tion process, in which the end product of one stage of the 
process is a semiproduct used in the next stage.
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 Mine production

The main objectives set forth by the Management board with 
respect to production in 2007 were:

– optimal utilisation of the resource base and of the pro
duction capacity of the Company, and

– optimalisation of the copper content in ore and concentrate.
The objectives set forth required fulfilment of the following 
tasks:

– improving the ore selection system,
– increasing the scope of drift work to prepare new work

ing areas in the mines and improvement in the degree of 
knowledge of the deposit,

– adapting the production capacity of specific areas of the 
ore enrichment Plants to the amount and quality of ore 
supplied,

Core business

MIne PRoDUctIon  
(‘000 t)

2005 2006 2007
change 

2006 = 100

copper concentrate  
(dry weight)

1 975.5 1 945.4 1 874.9 96.4

– improving enrichment parameters through the succes
sive exchange of floatation equipment in specific areas of 
the ore enrichment Plants, and

– maintaining the production of concentrates in an amount 
and quality necessary for the fullest use of the produc
tion capacity of the furnace sections of the smelters.

ore extraction by dry weight in 2007 was lower by one mil
lion tonnes than in 2006, and amounted to 30.3 million 
tonnes. The decrease in extraction in 2007 was caused by 
the curtailment, at the request of the national Labor inspec
torate, of extraction in the mines on days legally free from 
work. the average copper content in extracted ore was 
1.67% and was lower than that realised in 2006 (1.79%). 
This decrease in copper content in ore was caused by work 
in areas having a lower content of copper ore. The decrease 
in the amount of extracted ore and its decreased quality 
caused a decrease in the extraction of copper in ore. The 
amount of copper in extracted ore was lower than that 
achieved in 2006 by 53.6 thousand tonnes, i.e. by 10% and 
amounted to 505.9 thousand tonnes. 

The decrease in copper content in extracted ore directly af
fected the amount of copper in concentrate produced. in 
2007 451.9 thousand tonnes was produced, i.e. 45.3 thou
sand tonnes (9%) less than in 2006. there was also a de
crease in the content of copper in concentrate, from 25.6% 

in 2006 to 24.1%. the amount of Ag in concentrate was 
lower than that produced in 2006 by 5% (a decrease from 
1 265 tonnes to 1 199 tonnes. to increase extracted ore in fu
ture, actions were taken on the development and implemen
tation of a new system of labor organisation in the mines, 
which is aimed at extending the operating time of the mines 
without infringing on the statutory time free from work.

Global copper mine production in 2007 (thousand tonnes)

6 688
other producers 1 665
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1 583
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1 391
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American
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KGHM Polska Miedź S.A.

423
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348
Kazakhmys

total global production
15 465

source: cru International Ltd.
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 Copper processing

the main product of KGHM Polska Miedź S.A. is copper 
cathode, of which over half of that produced is used in fur
ther production in the divisions of KGHM:
•	 in	the	Cedynia	Wire	Rod	Plant	–	into	wire	rod,	oxygen-free	

rod and silverbearing oxygenfree rod
•	 in	the	Legnica	Smelter	into	round	billets.

 Smelter production

electrolytic copper production was lower than that in 2006 by 23.6 
thousand t (i.e. by 4%) and amounted to 533.0 thousand t. despite 
the decrease in production from internal charges by 3% in relation 
to 2006, the final level of production was achieved thanks to an in
crease in the share of external charges (imported concentrate, blis
ter copper and scrap). The lower production of gold is due to the 
processing in 2006 of purchased copperbearing materials having 
a high gold content. The production of other smelter products de
pends on the level of electrolytic copper production and on market 
demand. in January 2007, the production of refined lead commenced 
at the Legnica smelter (total production amounted to 15 228 
tonnes).

Global silver production (tonnes)

13 064
other  

producers

1 421
BHP Billiton

1 384
Industrias Penoles

1 216
KGHM Polska Miedź
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532
Pan  
american  
silver

529
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Global refined copper production (thousand tonnes)
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other  
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ReFIneD coPPeR 
PRoDUctIon

2005 2006 2007
change 

2006 = 100

electrolytic copper (‘000 t) 560.3 556.6 533.0 95.8

silver (t) 1 244 1 242 1 215 97.8

total global production
18 157

total global production
20 858
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 New product

At the end of 2006 the Cedynia Wire rod Plant in orsk com
menced operation of a new 8 mm, oxygenfree wire rod pro
duction line using upcast technology. in 2007 the range of 
diameters was expanded and currently includes 8–25 mm 
rod. The new line increased the production capacity of the 
plant by 15 thousand tonnes. This enables the manufacture of 
product with varying uses and meeting various requirements. 
Since december 2007 this modern upcast production line 
technology is also used in the production of lowalloy copper 

– silverbearing oxygenfree rod of 8–25 mm.

 Main directions in production 

in 2008 the Company will continue to realise basic produc
tion goals, including optimalisation of:

– utilisation of the resource base and production, and 
– the copper content in ore and concentrate.

realisation of these goals will be aided by the following 
projects:

– utilisation of the resource base and production, and 
– the copper content in ore and concentrate.

realisation of these goals will be aided by the following 
projects:

– continued preparation of mine drifts being realised in 
the rudna mine in the direction of the Głogów Głeboki 
Przemysłowy deposit,

– the application of new drift preparation work technology 
using drift combines,

– the development and implementation of a new labor or
ganisation system in the mines, which will enable an ex

tension of working time in the mines without infringing 
on the statutory time free from work,

– exchanging floatation machinery in the ore enrichment 
Plants,

– optimalisation of the enrichment processes in order to 
counter the effects of a decrease in ore quantityquality 
parameters, and

– preparations to modernise the flash furnace complex in 
the Głogów ii smelter i.
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Core business

 Investment and development

in 2007 investments were financed by internal funds and were 
mainly for the realisation of developmentrelated goals (40%) 
and for equipment replacement (50%).
investments related to replacing equipment and those related 
to the resource base are fundamental for the realisation of 
other projects. A stable level of extraction over the long term 
allows for other decisions to be made related to production. 

Major projects and facilities realised in 2007:
•	 Construction	of	the	SW-4	shaft	–	work	was	completed	

on the building of temporary facilities for the digging of 
the shaft, freezing of the rock mass was begun, digging 
of the shaft began and equipment was constructed for 
lifting and drilling. in addition 70% of the access tunnels 
to the SW4 shaft were completed (PLn 66.5 million).

•	 Głogów	Głęboki-Przemysłowy	–	10	115	meters	of	tunnel	
were built and infrastructural work was carried out respect
ing power equipment, dewatering, ventilation and air 
conditioning, and ore haulage. With respect to prepara

tions for digging the GG1 shaft, work was completed on 
seismic research for the shaft and terrain was purchased.

•	 Investments	related	to	the	continuous	outfitting	of	the	
mining divisions (PLn 86 million).

•	 With	respect	to	modernisation	and	replacement	of	ma
chinery in the mines, 242 mining machines were pur
chased, for the amount of PLn 190 million.

•	 Power	and	communications	facilities	–	PLN	56	million	was	
spent on exchanging and modernising infrastructure.

•	 Smelter	machinery	and	aggregates	were	replaced	and	
modernised: – projects carried out included: exchanging 
the power unit in the electrical furnace of the Głogów ii 
smelter, cooling and heating equipment was exchanged 
in the Sulphuric Acid Plant of the Głogów ii and Legnica 

smelters, the pulsation filter at the Legnica smelter was 
replaced, and renovation was completed of the wet elec
trofilters in the Sulphuric Acid Plant of the Głogów i 
smelter (PLn 36 million).

•	 Facilities	were	realised	related	to	improving	and	main
taining the safe operation of the Żelazny Most tailings 
pond and eliminating its impact on the environment 
(PLn 26.2 million).

•	 Modernisation	of	pyrometallurgy	–	the	Management	
board of the Company in March 2007 approved the as
sumptions for the „Pyrometallurgy modernisation program 
in KGHM in the years 2007–2011”. A plan was developed 
for modernising the flash furnace of Głogów ii, which 
was added to the tangible investments plan for the years 
2008–2009. A decision has yet to be made.

Investment expenditure
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 Main areas of investment  
activities in the years 
2008–2012

The main areas of investment activities in the years 2008–
2012 were developed based on thedevelopment strategy and 
comprise the following key activities:

Development and increased effectiveness of the core 
 business 

1. increasing the resource base, including:
a. replacing productionrelated assets in the divisions,
b. developing the technical infrastructure of new min

ing regions,
c. construction of the SW4 shaft,
d. realisation of the Głogów Głeboki Przemysłowy project, 

and
e. exploring the possibility of mining the radwanice

Ga wo rzyce deposit (initiation of mining would com
mence about 2012),

2. improving effectiveness, including:
a. renovation of the tailings hydrotransport installation,
b. modernisation of pyrometallurgy,
c. replacing railway transport of concentrate from the 

oePs to the Głogów smelter with hydrotransport, and
d. more rapid exchange of mining machinery.

Diversification of activities:

a. increasing the utilisation of tailings waste, and
b. increasing the production of salt associated with the cop

per ore.
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 Research and development

r&d work in KGHM Polska Miedź S.A. is closely related to 
the strategy of the Company, and is aimed at development 
and expansion of the core business, diversification of the 
Company’s activities and at supporting the development of 
its human resources. 

r&d work is financed by the Company’s internal funds, and in 
certain cases the Company also makes use of public and eu 
funds. expenditures by KGHM Polska Miedź S.A. on r&d 
work in 2007 remained at a similar level to those in 2006 and 
amounted to PLn 6.076 million.

Core business

Another integral element of the innovation process involves 
expenditures on expert opinions preceeding the research 
stage or supporting the process of technical change. toward 
this end the Company spent PLn 9 060 thousand in 2007.

 exPenDItUReS  
on R&D (mln PLN)

2005 2006 2007
change 

2006=100

mining 6.698 3.670 4.414 120.3

smelting 3.516 2.385 1.662 69.7

total 10.214 6.055 6.076 100.3
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 Main directions in R&D in the 
years 2008–2012

Mining:
•	 Testing	the	application	of	new	methods	for	exploring	the	

copper ore deposit, and forecasting and controlling the 
occurrence of associated and cooccurring metals.

•	 Developing	new	techniques	for	mining	the	copper	ore	
deposit at greater depths, in difficult atmospheric and 
geotechnical conditions.

•	 Improving	existing	mining	methods	in	conditions	where	
there exist the threat of mine bursts and collapses.

•	 Modeling	ventilation	networks	to	ensure	proper	working	
conditions in the mines, to achieve the planned level of 
extraction, and to reduce the costs of ventilation and air 
conditioning.

•	 Improving	the	safety	and	reliability	of	mining	machinery	
and equipment.

•	 Limiting	the	impact	of	mining	on	surface	terrain.
•	 Introducing	new	techniques	for	rock	haulage	and	trans

port, automating rock haulage.
•	 Introducing	new	organisational	solutions	in	ore	mining.

Metallurgy:
•	 Research	into	the	modernisation	of	pyrometallurgy	in	

order to adapt production capacity to forecasted deliver
ies of concentrate.

•	 Optimising	lead	production	technology	and	intensifying	
the management of leadbearing materials.

•	 Optimising	the	processes	of	fire	and	electrolytic	refining	
in order to increase copper cathode quality and reduce 
costs.

•	 Diversifying	the	production	of	finished	goods.
•	 Research	into	the	industrial	possibilities	of	replacing	

black liquor with another binder.
•	 Research	into	the	impact	of	selected	impurities	in	the	

anodes on cathode quality.
•	 Limiting	the	impact	of	smelting	on	the	environment.

•	 Developing	models	 for	closing	down	sections	of	 the	
mines.

•	 Developing	processing	techniques	in	terms	of	adapting	
technology to the fluctuating qualities of the mined ore 
and reducing costs, and in terms of the possibility of re
ducing losses of metal in tailings.

•	 Effective	management	of	the	rock	salt	deposit.
•	 Dealing	with	the	problem	of	managing	deposits	of	brown	

coal.

KGHM Polska Miedź S.A. is also a member of the integrated 
project „bioMine” realised as part of the 6th eu framework 
program. it comprises research into the use of bioleaching 
for the recovery of useful metals from copper ore, concen
trates and tailings.
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 Financial results

Profit before income tax in 2007 amounted to PLn 4 655 530 
thousand and was 6% higher than in the comparable prior pe
riod. This was the best result in the history of the Company. 
This was due to:

– profit on sales – PLn 4 880 million 
– loss from other operating activities – PLn (198) million 
– loss from financing activities – PLn (27) million 

in relation to 2006, the increase in profit on sales was mainly 
due to:
•	 the	decrease	by	PLN	1	895	million	of	the	negative	result	

from the measurement of hedging transactions (from 
PLn (2 331) million to PLn (436) million), and

•	 the	increase	in	copper	and	silver	prices	on	global	mar
kets (Cu +6%; Ag +16%) by PLn 1 010 million.

Profit on sales was negatively impacted by:
•	 the	strengthening	of	the	PLN	versus	the	USD	by	11%	

(which decreased sales by PLn 1 359 million)

bASIc eLeMentS oF tHe IncoMe StAteMent,  
2005–2007 (mln PLN)

at 
31.12.06

at 
31.12.07

change
2006 = 100

sales 11 670 12 183 104.4

operating costs 7 531 7 303 97.0

ProFIt oN saLes 4 139 4 880 117.9

result on other operating activities 264 –198

oPeratING ProFIt  4 403 4 682 106.3

result on financing activities –23 –27 117.5

ProFIt BeFore INcome taX 4 380 4 656 106.3

ProFIt For the PerIoD 3 605 3 799 105.4

eBItDa (eBIt + depreciation) 4 784 5 101 106.6

•	 the	decrease	in	the	volume	of	copper	and	silver	by	5%	
(which decreased revenues from copper and silver sales 
by PLn 709 million) 

in 2007 99% of revenues from sales represented revenues 
from the sale of products, of which: 36% – from the sale of 
cathodes and their constituent parts, 44% – copper wire rod, 
12% – metallic silver. revenues from the sale of products 
were higher by PLn 838 million, i.e. by 7% versus the com
parable period.

Revenues from sales, 205–2007 (mln PLn)
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 Risk management

in 2007 copper price hedging strategies represented approx. 
25% (in 2006 34%) of sales of this metal realised by the 
Company. in the case of silver they amounted to approx. 6% 
(in 2006 31%). in the case of the currency market, hedged 
revenues from sales represented approx. 10% (in 2006 13%) 
of total revenues from sales realised by the Company. 

transactions in derivative instruments entered into on the 
metals market were settled with a negative result, while cur
rency hedging transactions were settled with a positive result. 
in 2007 the result on derivative instruments amounted to 
PLn (749) million (in 2006 PLn (2 481) million), of which:
•	 revenues	from	sales	were	adjusted	by	PLN	(436)	million	

(in 2006 PLn (2 331) million) – being the amount trans
ferred from revaluation reserve to profit and loss in the 
financial period,

•	 PLN	(47)	million	(in	2006	PLN	(12)	million)	adjusted	
other operating costs – loss from the realisation of de
rivative instruments,

•	 PLN	(266)	million	(in	2006	PLN	(139)	million)	adjusted	
other operating costs  loss from the measurement of de
rivative instruments. The adjustment of other operating 
costs due to the measurement of derivative transactions 
results from changes of the time value of options which 
are to be settled in future periods. due to the existing 
hedge accounting regulations, changes in the time value 
of options may not be recognised in the revaluation re
serve.

in 2007, the Company implemented copper price hedging 
strategies of a total volume of 150 thousand tonnes and 
a maturity falling in 2008. The Company made use of options. 
Additionally, during this period the Company implemented 
adjustment hedge transactions of a total volume of 5 390 
tonnes and a maturity falling in January, the period from 
March to July, September and october 2007, and for the pe
riod from April to September 2008. in the case of the silver 
market, during the analysed period strategies were imple
mented to hedge the price of this metal in a total volume of 
19.2 million troz and a time horizon falling in 2008 and 2009. 
The Company made use of options. in 2007, there were no 
adjustment hedge transactions implemented on the silver 
market. 

in the case of the forward currency market, in 2007 the 
Company implemented strategies hedging the uSd/PLn 
rate for an amount of uSd 300 million and a maturity fall
ing in the second half of 2007. The Company made use of 
forward contracts. during the analysed period there were no 
adjustment hedge transactions implemented on the currency 
market. 

The Company remains hedged for a portion of copper sales 
planned in 2008 (150 thousand t) and for a portion of silver 
sales planned in 2008 (12.0 million troz) and in 2009 (9.6 mil
lion troz). The Company has no hedged positions with re
spect to revenues from sales (currency market. 

The Company continuously monitors the commodity and 
currency markets, and these monitoring activities are the 
basis for taking decisions on implementing hedging strate
gies. At 31 december 2007, the fair value of open positions 
in derivative instruments amounted to PLn 97.417 million, 
of which PLn 97.419 million was in respect of the fair value 
of hedging instruments, while PLn (2) thousand was in re
spect of the fair value of traded derivative instruments. The 
fair value of open positions in derivative instruments varies 
in dependence on changes in market conditions, and the fi
nal result on these transactions may vary significantly from 
the amounts described above. 

At 31 december 2007, the revaluation reserve amounted to 
PLn 9.89 million, of which PLn (964) thousand respected 
the effective part of the amount from the measurement of 
transactions hedging the metals price risk, while PLn 10.86 
million respected the effective part of the amount from the 
measurement of transactions hedging the currency risk 
(loans denominated in foreign currency).

At the end of 2006 the revaluation reserve from measure
ment of the effective portion of the fair value of hedging in
struments amounted to PLn (558) million. 

during 2007 the change in the revaluation reserve (an in
crease) amounted to PLn 567 million. This amount is com
prised of changes in fair value during the period recognised 
in the revaluation reserve due to the effective portion of 
hedging transactions entered into, i.e. an increase in revalua
tion reserve by PLn 132 million and the amount transferred 
from the revaluation reserve to profit and loss due to the set
tlement of hedging transactions, an increase in the revalua
tion reserve by PLn 436 million (an adjustment in minus of 
revenues from sales for 2007). 

details of the risk management policy in the Company to
gether with identification of the main types of risk can be 
found in notes 8, 30 and 31 of the financial statements.
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 Balance sheet: assets

in comparison to the end of 2006, total assets increased by 
PLn 128 million, i.e. by 1%, and amounted to PLn 12 380 
million.

Property, plant and equipment is the largest item of assets, 
whose value at the end of 2007 was higher than the prior year 
by PLn 454 million. The morethan ten percent increase in 
the value of these assets is primarily the result of realisation 
of the investment program. expenditures on property, plant 
and equipment amounted in 2007 to PLn 828 million, i.e. 
nearly twice as much as depreciation. A significant portion of 
these expenditures were related to development (40%) and 
replacement (50%), including the exchange of mine machin
ery (PLn 190 million). 

The total value of shares held amounted to PLn 2 242 million, 
of which PLn 439 million represented investments in associ
ates. The increase in the value of shares held by PLn 120 mil
lion (7%) versus the end of december 2006 was due to the 
realisation of equity investments. in 2007 KGHM financed 

The value of inventories at the end of 2007 amounted to PLn 
1 603 million, i.e. PLn 35 million (2%) less than in 2006, of 
which: 

– semiproducts and work in progress  a decrease by PLn 
51 million,

– products – an increase by PLn 34 million,
– materials – a decrease by PLn 18 million, mainly due to 

purchased charge materials in transit to the Company.

A significant item in current assets at the end of 2007 was 
current receivables in the amount of PLn 772 million. This 
was mainly comprised of trade receivables, whose value de
creased from PLn 1 078 million at the end of 2006 to PLn 
558 million w 2007. the decrease in trade receivables by 
nearly half was mainly related to domestic receivables from 
copper wire rod. 

derivative financial instruments were measured at PLn 
33 million in noncurrent assets, and PLn 81 million in cur
rent assets.

the development of subsidiaries, mainly through the acquisi
tion of shares in increased share capital.

Cash and cash equivalents was the largest item of current as
sets, in the amount of PLn 2 535 million. Their value increased 
during the year by 21%, or PLn 442 million. unallocated 
funds were invested in financial assets, mainly shortterm 
bank deposits and participation units in investment funds. 
The participation units held in investment funds represented 
up to 18% of the value of cash and cash equivalents. All of 
these participation units were sold in december 2007, the 
cash being allocated for payment of the second tranche of the 
shareholder dividend. 
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 Balance sheet: equity  
and liabilities

in 2007 the basic source for financing assets was equity, 
whose share in total assets amounted to 72% (66% in 2006).
The increase in equity by PLn 850 million was comprised of:

– the change in the revaluation reserve on financial instru
ments and on availableforsale financial assets (PLn 
445 million), mainly due to the settlement of hedging 
transactions,

– the financial result for 2007, less the dividend for 2006 
(PLn 405 million).

in addition, there were significant changes in share capital 
from revaluation due to hyperinflation, which at the end of 
2006 represented a significant part of share capital. based on 
a resolution of the extraordinary General Shareholders’ 
Meeting of KGHM Polska Miedź S.A., this capital in the 
amount of PLn 5 414 million was transferred to reserve 
capital. 

total noncurrent and current liabilities amounted to PLn 
3 414 million, i.e. PLn 722 million less than at the end of 2006. 
Their share also decreased in the assets financing structure, 
as demonstrated by the relation of liabilities to equity – a de
crease from 51% to 38%.

Liabilities due to derivative transactions mainly respected 
trade instruments and amounted to PLn 17 million, i.e. far 
less than in 2006. The decrease in liabilities in this regard by 
PLn 821 million is mainly the result of a change in hedging 
strategy. 

The prevailing part of provisions for liabilities (PLn 632 mil
lion – total noncurrent and current) is made up of a re
valued provision for decommissioning costs of mines and 
other facilities (PLn 550 million).

 Financial ratios

Liquidity ratios show the relationship of current assets, or 
their more liquid part, to current liabilities. The increase in 
the liquidity ratios was mainly due to a decrease in current 
liabilities by 30%. The increase in the financial result by 5% 
alongside the increase in total assets by 1% caused a slight 
increase in the return on assets (roA). 

The decrease in the return on equity (roe) is due to an in
crease in equity by 10%. The decrease in the debt ratio was 
due to a decrease in liabilities by 17%. The increase in the 
durability of financing structure ratio was mainly due to the 
increase in equity by 11%.

Operating costs

The Company’s operating costs are decisively impacted by 
the costs of electrolytic copper production.

The total unit cost of copper production increased by 663 
PLn/t, i.e. by 6%, mainly due to:

– the increase in labor costs, in connection with a higher 
additional annual bonus (an increase from 14% in 2006 
to 24% in 2007),

– the decrease in copper production from internal concen
trate, and

– the use of relatively more expensive internal semiprod
ucts from storage, alongside a lower price and amount of 
external copperbearing materials used in production.

the cost of copper production from internal charges in
creased by 1 128 PLn/t, i.e. by 14%, which was primarily 
due to the increase in labor costs and the decrease in copper 
production from internal concentrate.
The cost of copper production represents 94% of total costs 
by type.

bASIc RAtIoS DeScRIbInG  
tHe econoMIc ActIvItIeS  
oF tHe coMPAnY

2006 2007

current liquidity 1.86 2.53

Quick liquidity 1.28 1.72

roa – return on assets (%) 29.4 30.7

roe – return on equity (%) 44.4 42.4

Debt ratio (%) 33.8 27.6

Durability of financing structure (%) 77.0 84.1

tHe UnIt coSt  
oF eLectRoLYtIc  
coPPeR PRoDUctIon

J.m. 2005 2006* 2007

total unit cost PLN/t 7 723 10 497 11 160

of copper production usD/t 2 388 3 381 4 031

– of which: from internal 
charges

PLN/t 7 421 8 185 9 313

*  2006 under 2007 conditions with respect to smelter processing 
costs – relates to method for valuing anode forms
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Realisation of financial forecasts

in a current report dated 21 August 2007 the Company 
published the adjusted budget assumptions for 2007 as con
firmed by the Management board of the Company on the 
same day and approved by the Supervisory board on 30 Au
gust 2007 (current report from the same day). The adjusted 
budget assumes the achievement in 2007 of revenues from 
sales in the amount of PLn 11 854 million and profit for the 
period of PLn 3 682 million. 

in 2007, the Company earned revenues from sales in the 
amount of PLn 12 183 million and a profit for the period of 
PLn 3 799 million, which means the planned amounts were 
exceeded by 2.8% and 3.2%, respectively. The exceeded reali
sation of the planned financial results is mainly the result of:

– higherthanplanned metals prices on global markets, and
– lowerthanforecast negative results from hedging trans

actions
– alongside the negative impact of the strengthening of the 

PLn versus the uSd and the losses incurred due to ex
change differences.

The total unit cost of electrolytic copper production in 2007 
amounted to 11 160 PLn/t and is higher by 8% than that as
sumed in the budget for 2007 (10 320 PLn/t).

ReALISAtIon oF tHe PRoJecteD FInAncIAL  
ReSULtS oF tHe coMPAnY FoR 2007

Forecast dated 
17.01.2007*

Forecast dated 
21.08.2007**

execution 
2007

Realisation  
of forecast %

sales million PLN 10 647 11 854 12 183 102.8

Profit for the period million PLN 2 978 3 682 3 799 103.2

average annual copper prices usD/t 5 700 6 950 7 126 102.5

average annual silver prices usD/troz 12.00 12.50 13.38 107.0

usD/PLN exchange rate zł/usD 2.95 2.80 2.77 98.9

electrolytic copper production ‘000 t 538.0 531.5 533.0 100.3

of which from external copper-bearing materials ‘000 t 73.3 79.6 92.3 116.0

silver production t 1 125 1 148 1 215 105.8

unit electrolytic copper production cost PLN/t 9 450 10 320 11 160 108.1

expenditure on property, plant and equipment million PLN 1 142 1 020 828 81.2

 * Based on the Budget for 2007 approved by the supervisory Board on 17 January 2007
** Based on the adjusted budget for 2007 approved by the supervisory Board on 30 august 2007
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 Projected financial situation  
in 2008

on 27 March 2008 the Supervisory board of KGHM Polska 
Miedź S.A approved the budget of the Company for 2008. The 
budget assumes the following:

–  the achievement in 2008 of revenues from sales in the 
amount of PLn 11 193 million and net profit of PLn 2 904 
million.

important assumptions of the forecast:

1. Macroeconomic factors:
–  average annual electrolytic copper price of 7 100 uSd/t,
–  average annual metallic silver price of 15.00 uSd/troz (482 

uSd/kg),
–   average annual exchange rate of 2.50 PLn/uSd

2. Internal factors:
–  electrolytic copper production of 512 thousand t, includ

ing 94 thousand t from external copperbearing materials, 
–  metallic silver production of 1 110 t,
–  expenditure for the purchase and construction of fixed as

sets of PLn 1 637 million.
–  total unit cost of electrolytic copper production of 12 455 

PLn/t,

The level of expenditure on the purchase and construction of 
fixed assets is primarily related to:

–  the replacement of wornout assets, and
–  the continuation of extraction at the planned level over the 

long term, mainly through the opening of new areas to 
mining.

The level of total planned unit copper production cost in 2008 
(12 455 PLn/t Cu) will be affected mainly by:

–  a decrease of electrolytic copper production volume,
–  an increase of mine development works costs and amorti

sation,
–  an increase in prices of technological materials and energy.

Revenues from sales and net profit in the years 2005–2007
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 Intentions as regards equity 
 investments

The intentions of KGHM Polska Miedź S.A. as regards equity 
investments are mainly aimed at:

–  investments in the areas considered by KGHM Polska 
Miedź S.A. as strategic,

–  realisation of investments supporting the core business 
of KGHM Polska Miedź S.A.,

–  actions aimed at improving the Group structure, and
–  increasing the liquidity of assets and their reallocation in 

accordance with strategic investment directions.

The actions of KGHM Polska Miedź S.A. related to support
ing the core business assume the realisation of projects 
aimed at modernising the technology of copper extraction 
and processing and reducing production costs. in carrying 
out these strategic intentions, those subsidiaries which pro
vide services to the divisions of KGHM Polska Miedź S.A. 
have developed investment plans aimed at these aspects. 

„energetyka” sp. z o.o. is continuing an investment project 
related to the modernisation and development of its power 
generation capacity, arising from a current evaluation of the 
energy needs of the divisions of KGHM Polska Miedź S.A., 
and to reducing its production costs. The funds allocated 
for the partial financing of this program, in the form of an 
increase in the share capital of „energetyka” sp. z o.o., rep
resent a significant part of the equity investment plan of 
KGHM Polska Miedź S.A. for the years 2008–2012.

As a result of the implementation of this project, „energety
ka” sp. z o.o. has held discussions with PGniG S.A. with the 
participation of KGHM Polska Miedź S.A. aimed at adapt
ing contracts to the current energy needs of KGHM Polska 
Miedź S.A. and ensuring the profitability of the venture. 
Preliminarily, in the course of negotiations new, adjusted to 
needs, gas amounts, dates of starting deliveries, gas prices and 
way of its indexation were set. KGHM Polska Miedź S.A. 
and „energetyka” sp. z o.o. are awaiting the final attitude of 
PGniG S.A. in this matter.

in 2008 KGHM Polska Miedź S.A. is planning to increase 
the share capital of PebeKa S.A. in order to finance the pur
chase of a modern tunnel drilling combine for the divisions 
of KGHM. in addition, PebeKa S.A. has undertaken actions 
aimed at increasing its expertise in specialty construction and 
tunnelling. KGHM Polska Miedź S.A. will partially finance 
these investments through an increase in share capital.

in realising the strategy of increasing its value through invest
ing in developmentrelated areas, KGHM Polska Miedź S.A. 
also provides equity support to other investments by the 
entities of the Group, aimed at strengthening their positions 
in those sectors in which they operate. A significant part in 
the realisation of developmentrelated investment plans will 
be played by PoLMiedZ trAnS Sp. z o.o., in which ex
penditures are planned for realising investments aimed at 
increasing its expertise in railway transport. KGHM Polska 

Miedź S.A. will allocate significant amounts towards this 
goal over the next five years. 

Significant investments with respect to the accepted strategy, 
with equity support by KGHM Polska Miedź S.A., will be 
realised by KGHM ecoren S.A. This company aims to de
velop its activities in areas related to the production of road
building materials, utilising waste and recovering elements 
associated with the nonferrous metals ores. 

realising its strategy with respect to the local community, 
KGHM Polska Miedź S.A. provides equity support to invest
ments of social importance. in 2008 financing will continue 
for construction of a stadium for „Zagłebie” Lubin SSA, an 
investment begun in 2007. KGHM Polska Miedź S.A. will 
also support the purchase of new medical equipment in 
MCZ S.A. 

tasks related to simplifying and improving the structure of 
the KGHM Polska Miedź S.A. Group over the next several 
years will involve disposing of some entities unrelated to the 
core business of KGHM Polska Miedź S.A. and assuming 
direct supervisory control over entities directly related to 
KGHM ecoren S.A. which are significant for the function
ing of the core business. The financial results of KGHM Pol
ska Miedź S.A. for 2007 permit realisation of the accepted 
equity investment plan. to realise these investment projects 
the use of internal funds is assumed.



Core business
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 Employment  
in KGHM Polska Miedź S.A.

employment in KGHM Polska Miedź S.A. at the end of 2007 
was 18 259, meaning an increase in employment by 333, i.e. by 
2%, versus the end of the prior year. Average annual employ
ment in KGHM Polska Miedź S.A. amounted to 17 989 and 
was higher than the level of employment in 2006 by 309. 

the highest increase in employment was recorded in the 
mining divisions. This was related to decisions to reorganise 
the ventilation and road maintenance sections, and to create 
separate ventilation sections, as well as to create two prepar
atory work sections in the Polkowice–Sieroszowice mine.

 Training

The training which is carried out is closely connected to the 
Company strategy, in which the strategic goals of KGHM 
include an increase in the effectiveness of human resource 
management and an improvement in working conditions. 
training was financed by the internal funds of KGHM and 
by the european Social fund.

Training financed by internal funds 

in 2007 training was carried out in all professional groups. 
A total of 28 659 people underwent training. training was 
undertaken in four categories:
•	 employee	training	–	improving	knowledge,	raising	qual

ifications, filling out education,
•	 courses	and	professional	training	–	granting	the	right	to	

work at a given position,

•	 conferences	–	exchange	of	knowledge,	familiarisation	
with new techniques, exchanging opinions in profes
sional and academic circles,

•	 workplace	safety	and	hygiene	training	–	meeting	legal	
requirements.

 Human Resource  
Management System 

in 2007 KGHM Polska Miedź S.A. continued to introduce 
and improve its Human resource tools within the scope of 
the Human resource Management System, which the Com
pany began implementing in 2006. requisite changes were 
introduced to carry out employee evaluations, in association 
with the system of training, and actions were undertaken 
aimed at introducing a motivational remuneration system 
based on assigning a value to a particular job. in 2007 valua
tion was made of senior management positions. This process 
will continue until all of the job positions in the Company 
have been assigned a value.

PeRSonS tRAIneD In 2007 # of persons % share

White collar 9 854 34%

Blue collar 18 805 66%

totaL 28 659 100%

ratio: # of persons/average annual employment = 159,36%

end-of-period employment
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People – the greatest resource of the Company 

Training financed by the European Social Fund

KGHM Polska Miedź S.A. as a company operating in a com
petitive, international environment, tries to use various ways 
and means to enhance the qualifications of its employees. 
one of these involves funds from the european Social fund. 
These are granted for the realisation of projects aimed at de
veloping human resources, increasing one’s ability to find 
and hold a job, and at promoting entrepreneurship and 
equality of opportunity. in 2006 KGHM Polska Miedź S.A. 
developed projects for three applications on financing train
ing. These applications were approved and, as a result, 2 353 
employees were able to take part in training financed by this 
fund in 2007. 
These three projects were as follows:
1. „enhancing the key qualifications of the senior manage

ment of KGHM Polska Miedź S.A.”

2. „enhancing the qualifications of midmanagement in 
KGHM Polska Miedź S.A.”

3. „developing the key qualifications of employees in 
KGHM Polska Miedź S.A.”

„Activating unemployed graduates” program and student 
practicum

based on an agreement without time limit dated 23 december 
2003 regarding the activation of unemployed graduates, en
tered into between KGHM Polska Miedź S.A and the starosts 
(mayors) of the following powiats (municipalities): Lubiń, Leg
nica, Polkowice, Głogow and Złotoryja, the Company is carry

ing out a program called „Activating unemployed graduates.” 
The goal of this program is to grant assistance to young people 
in gaining professional experience. The Company allows them 
to gain practical experience in the divisions of KGHM Polska 
Miedź S.A, companies of the Group and economic entities 
grouped under the organisation Związek Pracodawców „Pol
ska Miedź”. to ensure the efficient operation of this program, 
the Head office of KGHM Polska Miedź S.A. supervises its 
coordination. The program encompasses unemployed youth 
who are registered in five powiats of the former Legnica voi
videship, where the economic entities of KGHM Polska Miedź 
S.A. are situated.

After gaining a position, those graduates with the best recom
mendations are placed in a pool of candidates for work in 
KGHM, representing a reviewed employee pool. The number 
of such student positions depends on the number of candidates 

who meet the requirements, and on the amount of the funds at 
the disposal of the employment offices. Since the commence
ment of this project, 511 student work agreements have been 
signed. of these, 96 people have found work in KGHM. both 
parties to these agreements have praised the relationship thus 
far, while the project itself has garnered the interest of the 
young graduates.

in 2007 around 250 persons, both students still in school and 
graduates, participated in practicum experiences in KGHM, and 
150 people were given materials to assist in earning diplomas.
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 Employee Retirement Program 
(ERP)

on 2 March 2004 the insurance and Pension funds Supervi
sory Commission registered employee retirement programs 
created throughout the divisions and in the Head office of the 
Company. The erP in KGHM Polska Miedź S.A. are based on 
agreements on the payment by the employer of contributions 
to investment funds:
1. PZu fundusz inwestycyjny otwarty Shares KrAKo

WiAK,
2. PZu fundusz inwestycyjny otwarty Papierów dłużnych 

PoLoneZ
3. PZu fundusz inwestycyjny otwarty Stabilnego Wzrostu 

MAZureK.
These funds are managed by the company towarzystwo fun
duszy inwestycyjnych PZu S.A. in Warsaw. The basic employ
er contribution amounts to 3% of the employee’s wages. As at 
31 december 2007 14 600 employees belonged to the program, 
i.e. 80% of the workforce, of which 3 075 employees have de
clared for additional contributions.

2007 amounted to over PLn 74 million. Apart from this, in 
2007 the Social fund was strengthened by an allocation from 
profit of PLn 20 million to be used for housing.
Almost 18.5 thousand employees benefit from the Social fund 
as well as 17 thousand retirees and those on disability. Also 
benefitting are the members of their families. The funds allo
cated each year to these benefits serve to satisfy employees’ 
social needs to a significantly greater degree than is found in 
other companies.

Among those items financed by the Social fund in 2007 were 
the following:
•	 holiday	payments	of	up	to	PLN	1	650	
•	 holidays	for	children	and	youth	–	in	2007	nearly	6	300	

children took part in holiday camps and related activities 
•	 the	financing	of	school	expenses	for	employees’	children.	

in 2007 this financing amounted to PLn 1 501.91 paid 
out to over 12 thousand children 

•	 health-related	holidays	for	employees.	In	2007	the	Company	
financed 21day healthrelated holidays for 400 employees.

Apart from these benefits, the following was also financed 
by the Social fund: housingrelated loans, help for employees 
as well as retirees and those on disability who find themselves 

 Social actions

KGHM Polska Miedź S.A. has an active social policy toward 
employees, retirees and those on disability, as well as family 
members. Apart from its obligatory financing of the Social 
fund (in Polish ZfŚS), it also provides additional financing 
based on the Collective Labor Agreement (CLA). The amount 
of this financing is from 106% to 166% of the average national 
monthly wage, on which the obligatory payment is based. The 
total average contribution to the Social fund (basic and addi
tional, due to the CLA) per employee amounted to PLn 4.035. 
The total amount of the obligatory and additional payments in 

in difficult financial or other circumstances, holiday packages 
for children for Children’s day or Christmas, gift coupons, 
cultural activities and sportrecreational events.

Apart from the benefits of the Social fund, retirees and 
those on disability receive financial benefits, known as equiv
alents, in place of coal deliveries equal to 2.5 tonnes annu
ally. in 2007 this equivalent amounted to PLn 1230 per 
entitlee.
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 Employment in the Group

The highest average level of employment in 2007, at 17 989 
persons, was recorded by the Parent entity. Among the re
maining Group companies the highest average number of 
employees in 2007 was recorded by:

n PebeKa S.A. 1 661 employees 
n PoLMiedŹ trAnS Sp. z o.o. 1 515 employees 
n ZAnAMLeGMet Sp. z o.o. 1 019 employees 
n diALoG S.A. 991 employees 
n energetyka Sp. z o.o. 817 employees 

in 2007 average employment in the Group increased in com
parison to 2006 by 763. The largest rate of increase in employ
ment was in the following companies: KGHM ecoren S.A. 
(an increase by 27%, i.e. by 37 positions), PebeKa S.A. (an 
increase by 14.4%, i.e. by 209 positions), and in PHu Mer
CuS sp. z o.o. (an increase by 14.2%, i.e. by 92 positions). 
This increase was mainly in bluecollar positions, and was 
due to the need to insure realisation of increasing produc
tion tasks.

AveRAGe eMPLoYMent,  
2006–2007

2007 2006

White collar 8 428 8 385

Blue collar 19 264 18 544

totaL 27 692 26 929

People – the greatest resource of the Company 
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Chapter XII

We are part  
of this world 

the social activities of KGhm Polska miedź s.a. have many 

aspects, comprised of various aims and initiatives. these are 

not simply temporary actions. When KGhm became one of 

the largest producers of copper in europe, as part of its effort 

to create a mission of socially-responsible commitment, has 

invested in a variety of projects involving environmental 

protection, health and safety, sport, culture and education. 

It has also become a sponsor of actions and projects aimed 

at preserving items of historical importance and national 

heritage. It also is concerned with cultivating tradition, not 

only of miners and metallurgists, but also of those which 

serve to integrate local society in Lower silesia.
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 Actions by the Company  
on behalf of environmental 
protection

All industries place a burden on the natural environment, the 
copper industry in particular. This is due to the low metal 
content in the ore, which contains only a few percent of cop
per. The remaining material must be disposed of gradually at 
each stage of the production process. When the copper in
dustry commenced operations in the LegnicaGłogów region, 
it led to the growth of this region. However, it also caused 
unfavorable changes in the environment. This is why the ac
tivities of KGHM Polska Miedź place special emphasis on 
initiatives aimed at protecting the environment, including 
limiting the impact of its production operations.

Thanks to its investments in environmental protection, all of 
the major threats to the environment due to the operations of 
KGHM have been eliminated. this includes a significant 
drop in atmospheric emissions. nevertheless, the Company 
remains committed to making significant efforts to reduce its 

environmental imact still further. And this is not because of 
the rigorous environmental laws. The Company is dedicated 
to protecting the environment because of its commitment to 
the local community, to the land on which its divisions are 
located.
The costs borne by KGHM Polska Miedź S.A. on behalf of 
the environment comprise: investment exenditures on eco
logicaltype investments, projects related to production 
which also have an environmental aspect, and also environ
mental and mining fees.

The financial expenditures incurred by the Company and its 
actions related to environmental protection have brought 
measurable effects. The level of emissions to the air and water 
have been stable for several years, and meet eu standards.

Projects of a typically environmental character realised in 
2007:
•	 construction	of	a	system	for	dewatering	and	filtration	of	

neutralised waste from the treatment plant at the Głogów 
smelter,

•		 renovation	of	the	sulphuric	acid	plant	at	the	Głogów	
smelter,

•		 construction	of	a	dedusting	installation	for	the	smelting-
refining installation in the anode furnaces section at the 
Głogów smelter,

•		 renovation	of	 the	bag	deduster	of	 the	converter	slag	
grinding system in the charge preparation section at the 
Głogów smelter,

•		 renovation	and	replacement	of	the	pulsation	filter	after	
an accident in the lead refining section at the Legnica 
smelter,

eMISSIonS 1985 1990 2000 2007
Reduction  
versus 1985 

Dust 9 596 9 211 915 522 93.6%

copper 315.6 204.0 23.2 18.8 92.7%

Lead 356.2 124.3 13.8 4.8 98.2%

sulphur dioxide 79 006 48 719 6 202 4 580 94.5%

carbon monoxide 192 636 121 499 2 683 4 209 98.6%

comparison of total emissions from KGHM Polska Miedź S.A., 
1985–2007 [t/yr]

•		 stabilisation	of	the	foundation	of	the	Żelazny	Most	tailings	
pond,

•		 land	reclamation,	including	the	construction	of	well	barri
ers around the Żelazny Most tailings pond, at the tailings 
Plant.

Legal aspect:
ongoing care for the environment and the search for new 
methods remain an integral part of the routine operations 
of the Company. All of the divisions of KGHM Polska 
Miedź S.A. have current, valid administrative decisions re
specting the environment.
in the prior year the following facilities received integrated 
permits:
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Investments with 
another priority

environmental fees

Investments with 
„environmental 
protection” as priority

Structure of spending on environmental protection 
in KGHM Polska Miedź S.A., 2005–2007
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We are part of this world 

•		 the	Głogów	smelter	for	operating	an	installation	for	the	
production of metallic copper using

•		 shaft	furnace	and	flash	furnace	technology,	an	installa
tion for the production of precious

•		 metals,	an	installation	for	the	production	of	lead	and	an	
installation for tailings waste – settling

•		 pond	unit	IV,	and	other	installations	at	the	smelter	which	
do not require integrated permits.

•		 the	Głogów	smelter	for	operating	the	“Biechów	indus
trial waste storage facility”.

•		 the	Głogów	smelter	for	operating	the	“Biechów	II	indus
trial waste storage facility”.

•		 the	Legnica	smelter	for	operating	an	installation	for	the	
production of refined lead.

All of the metallurgical plants of KGHM Polska Miedź S.A. 
(Legnica, Głogów, Cedynia) hold integrated Management 
System certificates, which also comprise, apart from product 
quality, environmental management systems (iSo 14001) as 
well as workplace safety and hygiene systems.

•	 modernisation	of	the	gas	dedusting	installation	of	the	
concentrate drier at the Legnica smelter,

•	 reclamation	work	at	the	tailings	pond	of	the	Legnica	
smelter in Polowice,

•	 exchange	of	the	loaded	concentrate	drying	installation	in	
the charge preparation section at the Głogów ii smelter, 
and

•	 construction	of	a	copper	concentrate	warehouse	in	the	
charge preparation section at the Głogów ii smelter.

International activities
today, when environmental technology is well developed 
and widely available, the job of protecting the environment 
not only in KGHM, but also in Poland and europe, is mov
ing towards more stringent standards and increasingly re
strictive laws. it has therefore become necessary to actively 
participate in the creation of domestic and eu laws. in this 
regard, KGHM attempts to be uptodate and regularly par
ticipates in public debate on the creation of such laws. 

Future intentions:
The Company’s divisions have achieved a level of environ
mental protection which permits them to operate these in
stallations in accordance with prevailing law. due to 
increasingly stringent laws and to the necessity to adhere to 
changing requirements arising from bAt (best Available 
technology) it will however be necessary in the future to 
carry out regular maintenance and modernisation on these 
installations. Amongst the most important investments 
planned in the near term are the following:
•	 continuation	of	current	activities	aimed	at	limiting	the	

impact of the Żelazny Most tailings pond
•	 on	the	environment,	and	in	particular	stabilisation	of	the	

foundation of the tailings pond,

Thanks to its membership in international industry organi
sations which unite mining firms (euromines), with the 
nonferrous metals sector (eurometaux), and in the euro
pean Copper institute, the Company has the opportunity of 
actively participating in the creation, among others, of the 
following: reACH regulations; two directives on air quality 
and directives related to the management of waste in the 
extraction industry; directives on environmental quality 
standards respecting water; framework directives respecting 
waste and protection of soil, and also in the updated version 
of the iPPC directives (Integrated Prevention and Pollution 
Control).
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 BREF (Best Available Tech-
niques reference document)

KGHM was the only Polish company to take active part in the 
creation of  a bref document for the management of tailings and 
wasterock in mining activities, and today, in concert with the 
european nonferrous metals industry, is working on an update 
of this bref document for the nonferrous metals industry.

to assist in understanding iPPC directive 96/61/We, the euro
pean Commission decided it was necessary to provide de
scriptions of best Available techniques for each industrial 
sector. These documents, known as bAt reference notes, 
or simply bref, have been developed by the iPPC office.

each bref contains information on a given industrial sector, 
the technology applied, production amounts, raw materials 
consumption and emissions, best available and emerging 
techniques, as well as conclusions and recommendations.
These notes are of strategic importance due to their nature 
as reference documents for the issuance of integrated per
mits for industrial installations.

The participation of KGHM in concerts and in special artis
tic events, sponsoring locales or events visited by thousands 
of people and representing a regional calling card, or the spon
soring of sporting events such as: the football matches of Zagłębia 
Lubin, the international tennis tournament KGHM Polish 
indoors, the Piast run or the international Piast road race 
is one of the best ways to build a positive Company image.

in 2007 the most important sucess in sponsoring, which was 
also wellreceived by the public, was winning the Polish Hand
ball Championships by the KGHM Zagłębie Lubin team, and 
participation in the finals of the Masters League.
Thanks to financing by KGHM, these events promoted not 
only the Company, but the city and region as well.

KGHM also supports the arts. in 2007 the most important 
artistic events sponsored by KGHM were the international 
Jazz Jamboree, the Wratislavia Cantans classical music festival, 
the Głogów Jazz Meeting, the musical project „Music from 
a besieged city” as well as the Satyrykon festival of drawing 
and the Polish choir competition Legnica Cantat. for years 
KGHM has worked with the Helen Modrzejewski Theater 
in Legnica.

 Sponsoring

for many years, sponsoring has played a major role in KGHM 
Polska Miedź S.A. it is a tool used to support other activities 
of a public relations nature. 
it has a longterm and systematic character. Sponsoring domestic 
enterprises, and in particular those in the Copper belt, cre
ates community trust and a positive image of KGHM both 
locally and afar.

of no little importance is the participation and copartici
pation of KGHM in scientific research, conferences, and 
seminariums realised in cooperation with institutions of 
higher learning, such as Kraków’s AGH and the university 
of Wrocław. KGHM, by supporting institutions of higher 
learning and scientific institutes, ensures closer relationships 
and creates bridges between industry and the scientific 
community. The Company, both financially and through its 
expertise, assists enterprises related thematically with prob
lems encountered by KGHM and the region.
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We are part of this world 

 The Polish Copper Foundation

The establishment of the foundation was not an entirely 
new target of the proactive social policy of of KGHM Polska 
Miedź S.A. Since its birth, KGHM has used its earnings to 
support a wide range of initiatives, both regional and national. 
The Polish Copper foundation is only the latest proponent 
of these activities. it represents a further, more professional 
step, based on a new organisational and legal form. This 
type of solution, which codifies the initial goals of the foun
dation in its statutes, enables a more effective means of dis
tributing Company funds.
The Polish Copper foundation was formally established by 
the Management board of KGHM Polska Miedź S.A. its 
public activities began on 23 March 2003.

The idea underlying the establishment of the foundation 
may be divided into two parts: general – arising from age
old traditions respecting the establishment of foundations, 
based on noble goals of a humanitarian, artistic, social and 
sometimes economic nature, and specific (internal) – based 
on the relationship of its founder, KGHM Polska Miedź S.A., 

aimed at promoting sport among children and youth. in ad
dition, to support its aim of granting charitable donations 
and subsidies to entities for the purpose not only of cover
ing their current needs, but also to support them in more 
fundamental and precise ways, the foundation was created 
to effectively realise the goals of its program.

Apart from fulfilling its noble mission of serving as the 
sponsor of numerous enterprises, the foundation promotes 
the activities of the KGHM Group. it has become a general 
worldwide custom for large companies to support major, 
prestigious events, thereby enhancing their image.

Such activities may have an indirect affect, for example, on 
building customer trust and on promoting more intensive 
economic development.

An important event which had a direct impact on the functioning 
of the foundation was gaining the status on 17 January 2006 
of a socalled organisation of public utility under Polish law.

with the local community and region and the country as 
a whole.

The goal of the Polish Copper foundation is to support and 
augment those areas of life which, due to the condition of 
the state budget, remain underfinanced. the statutory 
scope of its actions includes supporting the arts, rescuing 
objects of a historical significance, supporting academic, re
search and medical institutions and other institutions, sup
porting endeavors aimed at integrating the republic of 
Poland with the european union, working with Polish emi
gré communities; and supporting activities involving sport 
and athletics, as well as participating in the building and 
renovation of sports facilities and supporting initiatives 

The main sponsor, as well as the founder of the Polish Copper 
foundation, is the Management board of KGHM Polska 
Miedź S.A., which once per year allocates funds to the statu
tory activities of the foundation.



December 1963 
The first shaft  

of the „Mining-Smelting 
Combine under construction” 
– L-III – reached its target 

depth.

50th ANNIVERSARY of the discovery of the copper ore deposit in Poland
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Chapter XIII

KGhm  
Polska miedź s.a. 
Group

the companies of the Group are entities with separate legal 

status, in which KGhm holds various degrees of ownership 

(either direct or indirect) in their share capital. the company 

has direct ownership of shares in 21 entities. three of them 

– KGhm ecoren s.a., PhP „mercu s” sp. z o.o. and DIaLoG s.a. 

– comprise their own capital groups.

the companies of the KGhm Polska miedź s.a. Group are 

diversified in terms of their activities. they include the 

following types of companies: telecoms, trade, production-

oriented, transport, r&D, companies related to sport and 

tourism and also insurance.
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 Group

in 2007 the KGHM Polska Miedź S.A. Group achieved record 
results. The net profit of the Group was 13% higher than in 
the prior year. There was an increase in effectiveness and in 
Group development. The largest impact on the results of the 
Parent entity, and therefore on the Group, came from cop
per and silver prices.

in 2007 the „Strategy of KGHM Polska Miedź S.A. and the 
Group for the years 2007–2016” was carried out, which is 
aimed, as respects Group companies, at increasing their ef
fectiveness, which means the stabilisation and improvement  
of their financial results and an increase in their value.

in 2007 KGHM ecoren S.A. opened a hydrometallurgical 
section, involved in the production of ammonium perrhenate 
(a compound of rhenium, containing 69.4% pure rhenium), 
thereby becoming the sole producer of this compound in 
europe from its own resources. Thanks to this new installa
tion, KGHM ecoren has become one of the top producers 
globally of this compound. over the next several years plans 

PHP „MerCuS” sp. z o.o. opened a new bundled electrical 
Cable Production Section in Legnica and opened a Gallery 
of interior design (the renovated furniture Salon) in 
Głogów.

in 2007 actions were also undertaken aimed at improving 
the Group’s structure. KGHM Polska Miedź S.A. reacquired 
a block of shares in KGHM Metraco S.A. from a minority 
shareholder, thereby becoming its 100% owner; purchased 
a block of shares of infomonitor biuro informacji Gospo
darczej S.A. and acquired direct shares in Polskie Centrum 
Promocji Miedzi sp. z o.o. from other Group entities.

An element in the realisation of the strategy was the crea
tion, together with the voivode of Lower Silesia and the 
university of Wrocław, a new entity – KGHM LetiA Leg
nicki Park technologiczny S.A. The purpose of this enter
prise is to take advantage of the technological potential of 
KGHM Polska Miedź S.A., to create an attractive area for 
pursuing business ventures and to invest in activities based 
on new technology.

The increase in the results of the Group is also related to the 
restructurisation carried out in individual entities.

Actions in this area concentrated on the disposal of prop
erty which was unprofitable or was not related to the core 
business of these companies, actions which were carried out 
in nearly all Group entities.

in 2007, as in prior years, KGHM Polska Miedź S.A. finan
cially supported projects serving the local community. 
These activities included an increase in the share capital of 
Miedziowe Centrum Zdrowia S.A. which was used to purchase 
modern medical equipment and to improve the quality of 
its medical services. Work was also begun on the construc
tion of a new football stadium in Lubin – KGHM Polska 
Miedź S.A. increased its capital commitment in Zagłębie 
Lubin SSA as a means of financing this project.

The goals of KGHM Polska Miedź S.A. as respects equity 
investments are aimed at investing in areas of strategic im
portance (increasing its stake in PoLKoMteL S.A., explo
ration for new ore deposits), activities leading to the growth 
and development of the potential of Group companies, the 
realisation of investments supporting the core business of 
KGHM Polska Miedź S.A. and the continuation of activities 
aimed at improving the structure of the Group and the re
sources of its companies. realising these goals will lead to 
growth of the Group and will strengthen the competitive 
position of individual companies within their respective 
sectors.

call for the development of its operations based on other 
elements, produced by the processing of tailings from copper 
production. Apart from the economic benefits, this is also 
of significance for the environment.

The telecom company diALoG S.A. has implemented a vari
ety of projects aimed at expanding the scope of the compa
ny’s activities, such as wholesale line rental (WLr), virtual 
mobile telephony (Mvno), the introduction of internet tv 
and the sale of complementary telecom services.

energetyka sp. z o.o. realised a project to modernise its ex
isting power generation capacity.
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 Review of financial results

during the analysed period the KGHM Polska Miedź S.A. 
Group increased its sales versus the comparable prior period 
by PLn 631 million. The increase in sales was mainly dic
tated by the increase in revenues achieved by the Parent 
entity, mainly due to a lower adjustment of revenues due to 
hedging transactions and to the increase in copper and silver 
prices (Cu +6%; Ag +16%).
Gross profit increased slightly faster than sales. This was 
mainly due to the decrease in the negative result from the 
measurement of hedging transactions in KGHM Polska 
Miedź S.A.
The increase in other operating costs was due to the loss 
from the measurement and realisation of derivative instru
ments by PLn 161 million and to the exchange loss by PLn 
121 million. finally, profit for the period increased versus 
the prior year by 13.1 %, i.e. by PLn 456 million.

The largest share in Group sales is held by the segment of 
activities which involve the extraction and processing of 
copper and precious metals, the production of nonferrous 

metals, trade and copper promotion. A significantly lower 
amount of sales is generated by the segment of telecom and 
it services, which is nearly at the level of other sales.

KGHM Polska Miedź S.A. Group

IncoMe StAteMent (million PLN) 2006 2007
change

2006=100

sales 12 862.90 13 494.13 104.9

costs of sales (7 760.22) (7 578.22) 97.7

Gross profit 5 102.68 5 915.90 115.9

operating profit 4 022.94 4 526.95 112.5

Profit before income tax 4 216.61 4 756.89 112.8

Profit for the period 3 479.38 3 935.52 113.1

– attributable to shareholders of the Parent entity 3 479.18 3 934.56 113.1

Structure of the profit for the period of the KGHM Polska 
Miedź S.A. Group (million PLn)

nAMe oF entItY Profit for 2007

KGhm Polska miedź s.a. 3 798.83

subsidiaries 114.95

of which:

DIaLoG s.a. 63.37

KGhm ecoren s.a. 33.05

KGhm metraco s.a. 13.21

DFm Zanam-Legmet sp. z o.o. 4.25

KGhm congo s.P.r.L. 3.73

Walcownia metali Nieżelaznych sp. z o.o. 3.36

PhP mercus sp. z o.o 3.27

cBJ sp. z o.o. 2.86

associates 
– attributable to the Group

265.09

of which:

Polkomtel s.a. 264.19

consolidation adjustment (244.31)

Profit for the period attributable  
to shareholders of the Parent entity

3 934.56

4%
Telecom  
and IT services

Structure of revenues by segment in 2007 

91%
Copper  

and precious  
metals,  

other smelter  
products

5%
Other
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 Telecom assets

Among the most important entities of the Group are:
n KGHM Polska Miedź S.A – the Parent entity,
n Polkomtel S.A., in which KGHM Polska Miedź S.A. owns 19.61% of the share capital – consolidated using the equity method, and
n diALoG S.A. – a subsidiary in which KGHM Polska Miedź S.A. owns 100% of the share capital. The results of this com

pany have a direct impact on the consolidated financial statements of the KGHM Polska Miedź S.A. Group.

 Polkomtel S.A.

in 2007 Polkomtel S.A. was one of four mobile telephone 
operators in Poland (not counting Mvnotype virtual op
erators).
Polkomtel S.A. is a pioneer in the introduction to the Polish 
market of innovative services utilising GSM technology: as 
the first to offer its customers data transmission using GPrS 
and edGe technology, multimedia messaging services 
(MMS), and the possibility of audio short message services 
(SMS).

Polkomtel S.A. was also the first operator to sign an agreement 
to provide services to socalled virtual operators.
in 2007 Polkomtel S.A. was the leader in providing services 
to Mvno operators – out of seven signed contracts, three 
were with Polkomtel S.A.

in 2007 the company, versus the comparable prior period of 
2006, increased revenues from sales by 6%. This increase in 
revenues was mainly due to a larger customer base, which 
increased during 2007 by 1 446 thousand persons, exceeding 
13 454 thousand. The level of ebitdA generated in 2007 
amounted to PLn 2 833 million, with a profit for the period 
of PLn 1 359 million.

on 29 March 2007, the ordinary General Shareholders’ 
Meeting of Polkomtel S.A. resolved to pay a total shareholders 
dividend of PLn 1 032 million. of this amount, the company 
paid an interim dividend of PLn 253 million in March 2007 
based on a resolution of the Supervisory board of the com
pany.

The remaining amount of PLn 778 million, was paid on 8 
June 2007. KGHM Polska Miedź S.A. received a total 
amount, proportional to its shares in the company, of PLn 
202 million.

on 26 october 2007, the Supervisory board of Polkomtel 
S.A. resolved to pay an interim dividend for 2007. The total 
amount of PLn 315 700 thousand was paid to shareholders, 
of which KGHM Polska Miedź S.A. on 18 december 2007 
received PLn 61 905 thousand.

on 28 March 2008 attorneys ad litem of the Parent entity 
received a copy of the partial verdict of the Court of Arbi
tration in vienna on the claim of vodafone Americas inc. 
against Polkomtel S.A. and the other shareholders of Pol
komtel S.A. the Court ruled that the agreement dated 

10 March 2006 on purchasing the remaining shares of Pol
komtel S.A. (belonging to tdC Mobile international A/S) 
by the Polish shareholders of Polkomtel S.A. is valid, and 
does not infringe either on the statutes of Polkomtel S.A. or 
on the shareholder agreements. The legal consequences of 
this verdict are currently being analysed, and based on this 
analysis further steps may be taken in this matter.

At 31 december 2007, the carrying amount of the shares of 
Polkomtel S.A. in the financial statements of KGHM Polska 
Miedź S.A. was PLn 437 million.
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KGHM Polska Miedź S.A. Group

 DIALOG S.A.

diALoG S.A. operates in two telecom segments:
n the fixedline voice segment (traditional voice services pro

vided directly or indirectly, intelligent network services, 
additional vAS voice services, transit services); and

n the fixedline network data transmission segment (data 
transmission, communications leasing, and narrow and 
broadband internet access using ground lines and radio).

diALoG S.A. is one of the largest alternative operators 
(largest in terms of the number of active ringing lines using 
its own infrastructure, third after netia and exatel in terms 
of the size of its revenues, and second after tele2 in terms of 
the number of active WLr lines).

in 2007 diALoG S.A. had a share of approx. 3.64% of the 
fixedline voice segment market.

the value of this segment in Poland is in a falling trend, 
while the data transmission segment in fixedline networks 
is growing.

in 2007 the company generated revenues from sales of PLn 
496 million, i.e. 1 % less than in the comparable period of 
2006, and a profit for the period of PLn 63 million. despite 
the general erosion of prices on the market and the strong 
competition from mobile phone operators, the company 
achieved ebitdA which was only slightly less than in the 
comparable period of 2006, i.e. PLn 119 million.

The intensive development of new services (including mo
bile and iPtv) expected over the next several years is nec
essary, as the strong competition from mobile phone 
operators means that diALoG S.A., like other fixedline 
operators, is experiencing a fall in voice service subscribers. 
At the end of december 2007 the company had 409.7 thou
sand traditional ringing lines. in accordance with the ap
proved strategy and business plan of diALoG S.A., the 
company expects, apart from the continuation of projects 
already begun, to commence in the near future a variety of 
investment projects and products which together are aimed 
at increasing revenues and expanding the activities of the 
company, as well as permanently improving its profitability. 
Thanks to an agreement entered into with tP S.A., in March 
2007 the company commenced sales of its services beyond 
its own network by using the incumbent operator’s network 
(WLr services). during the nine months following com
mencement of WLr services, 144.0 thousand contracts 
were signed, which was 25% higher than the planned 
amount.

The Management board expects that, over the next several 
years, WLr services will represent a significant share of the 
company’s revenues. the company is also expanding its 
broadband internet access services. At the end of december 
2007 the number of broadband internet users amounted to 
110.0 thousand. in december 2007, the company signed 
a contract of cooperation with Polkomtel S.A., thanks to 
which in 2008 it will be able to begin offering mobile serv
ices as a socalled virtual operator (Mvno services).

in order to achieve its strategic goals, i.e. increasing its client 
base and increasing revenues and ebitdA, diALoG S.A. 
is finalising transactions involving the takeover of other tele
phone operators. These transactions will permit an increase 
in the subscriber base of diALoG S.A. and, thanks to the 
acquisition of infrastructure, will enable additional services 
to be provided, which will result in an increase in the com
pany’s sales and profitability.

in february 2007, diALoG S.A. finalised a transaction for the 
purchase of an organised part of an enterprise called ewro. 
As part of this transaction, the company purchased an eth
ernet technology network together with a base of 6.5 thou
sand subscribers with internet access, along with other 
tangible and intangible assets. The purchase of this network 
increases the ability of diALoG S.A. to provide modern 
services (e.g. interactive television).

in the third quarter of 2007 the Management board of diA
LoG S.A. resolved to commence actions aimed at the pub
lic listing of this company on the Warsaw Stock exchange. 
the market debut of the company is possible in 2008, al
though the final date will depend on an owner’s analysis of 
the situation on the equity markets. As part of the prepara
tions for this offer, on 6 december 2007 the extraordinary 
General Shareholders’ Meeting of telefonia diALoG S.A. 
resolved to decrease the share capital of the company from 
PLn 1 960 million to PLn 490 million, i.e. by PLn 1 470 
million. The purpose of this operation was to improve the 
equity structure, i.e. to cover the accumulated losses in the 
amount of PLn 913 million and to change the face value of 
the shares in connection with the planned iPo of the com
pany’s shares and their planned listing on a regulated mar
ket. This decrease in capital was carried out without payout 
to the company’s shareholders.
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Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 752.79 1 148.07 1 313.35

Net profit 8.55 9.11 13.21

share capital 2.55 2.55 2.55

totaL assets 92.51 114.36 116.08

 Other important companies 
of the KGHM Group

name: KGHM Metraco S.A.
Percentage of company owned by the KGHM Group – 100%

Core business
The main business of the company is wholesale trade in scrap 
and raw material semiproducts. KGHM Metraco is current
ly the largest buyer of copper scrap in Poland. The company 
is also involved in trading of the following items:
•	scrap	and	raw	material	semi-products	(main	business),
•	chemical	products,
•	lead,
•	coke,
•	precious	metals.

References – of highest importance
•	 complex	servicing	of	the	core	business	of	KGHM	Polska	

Miedź S.A. in raw and other materials (black liquor, oth
er chemicals, copper scrap, coke) as well as sales of the 
byproducts of KGHM’s core business (sulphuric acid),

•	 in-depth	knowledge	of	the	metals	and	chemicals	markets,
•	 the	largest	share	of	the	copper	market	in	the	vicinity	

of KGHM Polska Miedź S.A.

Main directions of growth
– constant improvement in the complex services provided 

to KGHM Polska Miedź S.A., especially as respects raw 
materials and strategic products based on its own logis
ticalexpediting activities,

– expanding its scope of activities,
– maintaining and strengthening its position as the top 

supplier of precious metals to smaller customers on the 
domestic market.

Important events in 2007
•	 the	company	successfully	passed	an	ISO	certification	audit,
•	 conducted	by	TÜV	Management	Service	GmbH,
•	 KGHM	Polska	Miedź	S.A.	performed	an	obligatory	buy-

back of shares of KGHM Metraco S.A. from a minority 
shareholder, becoming the sole owner of the company.
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KGHM Polska Miedź S.A. Group

Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 555.14 563.48 577.72

Net profit 6.88 4.10 3.90

share capital 6.47 10.73 10.73

totaL assets 138.56 147.95 157.19

Important events in 2007
•	 the	opening	in	Legnica	of	a	second	Electrical	Bundles	

Production Section,
•	 completing	the	investment	to	increase	the	production	

capacity of the electromechanical Production Plant,
•	 opening	a	further	Gallery	of	Interior	Design	in	Głogów,
•	 completing	a	project	to	fully	computerise	its	sales	outlets,
•	 renewing	the	quality	management	system	certificates	of	

the electromechanical Production Plant,
•	 once	again	being	awarded	with	the	title	„Fair	Play	Enter

prise”.

name: PHP „MERCUS” sp. z o.o.
Percentage of company owned by the KGHM Group – 100%

Core business
The company operates in four sectors:
•	 material	logistics,	mainly	on	behalf	of	the	divisions	of	

KGHM Polska Miedź S.A. and companies of the Group,
•	 production	–	bundled	electrical	cables	for	producers	of	home	

appliances, and highpressure hydraulic lines for machinery 
and equipment used in mining and construction,

•	 wholesale	and	retail	sales	–	department	stores,	warehouses	
etc., and

•	 international	trade	–	the	import	of	machinery	and	equip
ment.

References – of highest importance
•	 a	strategic	role	for	KGHM	Polska	Miedź	S.A.	–	the	compa

ny is the main supplier of KGHM’s core business in ma
terials and spare parts,

•	 possession	of	its	own	network	of	wholesale	and	retail	
sales outlets and its own foreign trade office,

•	 in-depth	knowledge	of	the	markets	for	and	producers	of	
the goods which it sells,

•	 the	company	has	been	on	the	market	since	1991.

Main directions of growth
– increasing the production of bundled electrical cables, 

including the introduction of a new assortment of bundled 
electrical cables based on new technology,

– expanding its sales network,
– expanding the variety of logistical supply services it offers 

beyond the KGHM Polska Miedź S.A. Group.
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name: KGHM Ecoren S.A.
Percentage of company owned by the KGHM Group – 100%

Core business
This company is involved in the production of metals and their 
compounds as well as the management of industrial waste. 
it operates as a company aimed at reducing emissions to the 
environment.

Core business of the company 
– the production of ammonium perrhenate (a rhenium com

pound) from filtered acids 
– the production of roadbuilding material.

The products of KGHM ecoren S.A. are recovered from the 
waste generated by the production of copper in KGHM Pol
ska Miedź S.A.

Main directions of growth
– restricting the role of equity management of the entities 

within its own group in favor of  developing production
related activities,

– developing modern metals recovery technology, in par
ticular the production of nickel, cobalt and zinc com
pounds using waste from KGHM Polska Miedź S.A.,

– increasing the production of ammonium perrhenate by 
increasing its processing of waste,

– commencing the production of metallic rhenium, and
– acquiring new sources of raw materials for the produc

tion of roadbuilding material.

References – of highest importance
•	 The	company	has	a	share	of	approx.	five	percent	in	global	

rhenium production,
•	 carrying	out	ventures	aimed	at	reducing	the	problems	

encountered by KGHM Polska Miedź S.A. in connection 
with the generation of industrial waste,

•	 a	significant	role	in	KGHM’s	strategy	of	diversification	of	
activities as respects waste management and the produc
tion and recovery of metals.

Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 52.88 53.49 93.73

Net profit 3.54 18.70 27.81

share capital 223.37 223.37 213.32

totaL assets 245.90 278.84 311.07

Important events in 2007
•	 opening	of	the	Hydrometallurgical	Section	at	the	Głogów	

smelter – commencing the production of catalytic ammo
nium perrhenate (a rhenium compound containing 69.4% 
pure rhenium),

•	 opening	of	the	Raw	Materials	Recovery	Section	within	the	
grounds of the company inowa – purchase of a produc
tion line whose end products are copper and silver con
centrates,

•	 a	gold	medal	at	the	International	Poznań	Fair	in	the	com
petition „transforming research into economically ben
eficial applications” for rhenium recovery technology, 
developed by specialists from KGHM ecoren S.A. and 
the institute of nonferrous Metals in Gliwice.
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KGHM Polska Miedź S.A. Group

Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 30.41 30.78 25.32

Net profit 0.70 1.34 1.09

share capital 3.51 8.51 8.51

totaL assets 19.25 24.06 51.73

name: KGHM CUPRUM sp. z o.o. – CBR
Percentage of company owned by the KGHM Group – 100%

Core business
The company is engaged in research and development work 
in the following sectors:
geology, mining, machinery, electronics, environmental 
protection and restructuring companies, and in providing 
expert opinions in these areas. The work carried out com
prises all stages of r&d activity, from initial research to the 
project stage, the evaluation of environmental impact and 
feasability analysis to supervising realisation of a project.

References – of highest importance
•	 the	performance	of	R&D	for	most	of	the	core	business-

related investment projects realised by KGHM Polska 
Miedź S.A.,

•	 storage	of	the	technical	(geological)	and	technological	
documentation of KGHM Polska Miedź S.A.,

•	 the	company	is	recognised	as	an	R&D	enterprise	by	the	
Minister of Science and the Chairman of the Scientific re
search Committee,

•	 the	company	cooperates	with	a	range	of	Polish	and	foreign	
centers of learning involved in science and research,

•	 a	highly-qualified	staff,	with	specialties	which	include	
environmental protection, geology and hydrogeology,

•	 high	quality	services	confirmed	by	ISO	9001	and	ISO	
14001 certificates, and by 40 years of experience.

Main directions of growth
– exploration – searching for new deposits,
– increasing its participation in mining r&d, and the 

processing of nonferrous metals and other natural re
sources,

– expanding the scale of its services with respect to envi
ronmental geoengineering.
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Important events in 2007
•	 the	company	continued	construction	of	a	new,	‘A’-class	

multipurpose office building at the corner of Sikorski and 
Podwale streets in Wrocław,

•	 a	license	was	obtained	for	carrying	out	geological	research	
in the Weisswasser region in Germany,

•	 the	company	participates	in	cooperative	consortiums	in
volved in innovations in the extractive industry:
a) a PolishSwedish consortium with the participation of 

the AGH university of Mining and technology, Wrocław 

university of technology, Mitu (a Swedish center 
for mine research), and Lulea university of technology

b) a KGHMled consortium with the participation of 
Polish centers of learning and scientificresearch in
stitutes,

•	 the	Polish	Minister	of	Science	and	Higher	Learning	
named KGHM CuPruM as a Sector Point of Contact 
for balanced development of the Copper and brown 
Coal Mining industries in Southern and Western Poland 
(known by the Polish abbreviation bPKMWPPZ) under 
the 7th framework Program of the european union in 
the years 2007–2013.
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Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 267.89 353.22 468.07

Net profit 3.99 2.09 2.57

share capital 27.35 30.82 30.82

totaL assets 128.51 196.40 212.29

important events in 2007
•	 signing	of	a	turnkey-type	contract	by	the	consortium	

PeBeKa	–	HOCHTIEF	to	design	and	build	a	stadium	in	
Lubin,

•	 awarded	the	title	„TYTAN	2007”	at	the	Vth	Internation-
al	Conference,	Technology	Exhibitions	„INŻYNIERIA	
2007”	in	the	category	„Company	of	the	Year	–	under-
ground	construction”	for	construction	of	the	Bielański	
section	of	the	Warsaw	Metro.

name: PeBeKa S.A.
Percentage of company owned by the KGHM Group – 100%

Core business
PebeKa S.A. provides complex services in general and specialty 
civil engineering projects, builds facilities for underground 
and surface mines, transport and related construction, and 
industry, and has recently become involved in environmen
tal projects (waste treatment projects):
•	 the	construction	of	mines	together	with	infrastructure	

(shafts, tunnels, and the assembly and construction of as
sociated facilities),

•	 drilling	roadway	and	railway	tunnels,	underground	railways,
•	 underground	construction	(for	example	metro	stations,	

underground garages),
•	 the	reconstruction	of	historic	mining	facilities,
•	 constructing	deep	foundations,	securing	excavated	con

struction sites, and
•	 the	construction	and	repair	of	all	kinds	of	pipelines	with

out the use of excavation.

Main directions of growth
– strengthening its position in mine construction,
– developing its expertise in general, underground and 

civil construction,
– increasing its potential with respect to projects for 

KGHM Polska Miedź S.A.,
– remaining involved in the construction of the Warsaw 

metro and foreign contracts,
– expanding its engineering knowhow, applying new 

technology and production solutions,
– work on implementing new technology for the mechani

cal working of hard rock masses.

References – of highest importance
•	 the	company	has	been	on	the	market	for	46	years,
•	 the	company	is	the	primary	contractor	for	the	shafts	and	mine	

infrastructure belonging to KGHM Polska Miedź S.A.,
•	 involved	for	21	years	in	building	the	Warsaw	Metro,
•	 renovation	of	the	Wieliczka	salt	mine,
•	 realisation	of	foreign	contracts	for	mines	and	tunnels	

(e.g. Algieria, israel, Hong Kong, Germany).
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KGHM Polska Miedź S.A. Group

Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 34.43 37.02 38.38

Net profit 2.70 3.31 2.86

share capital 2.92 2.92 2.92

totaL assets 25.48 29.26 30.51

important events in 2007
•	 the	announcement	that	its	accreditation	for	168	research	

methods	had	been	prolonged	and	expanded	for	a	further	
4	years,

•	 gaining	authorisation	to	carry	out	government	research	
into	the	microbiology	of	foodstuffs,

•	 prolongation	of	the	validity	of	its	Integrated	Management	
System	Certificate	in	accordance	with	the	quality	and	work-
place	safety	and	hygiene	standards	PN-EN	ISO	9001:2001,	
PN-N-18001:2004	and	OHSAS	18001:1999,

•	 In	2007	the	company	was	distinguished	with	the	following	
awards:

–	 The	Gold	Certificate	in	the	Polish	Program	„Solid	Firm”	
(a	five-time	winner	of	the	title	„Solid	Firm”),

–	 The	Silver	medal	in	the	category	highest	quality	manage-
ment,	as	a	laureat	of	the	competition	International	Quality	
Forum	2007,

–	 The	Emblem	of	 the	Certyfying	Program	„Customer	
Friendly	Firm”.

name: Centrum Badań Jakości sp. z o.o.
Percentage of company owned by the KGHM Group – 100%

Core business
The company offers the following services:
•	 analysis	and	measurement	of	factors	which	are	harmful	in	

the workplace,
•	 measurements	of	emmissions,
•	 the	analysis	of	water,	waste	and	waste	runoff,
•	 the	microbiological	analysis	of	foodstuffs,
•	 soil	analysis,
•	 industrial	research,
•	 research	into	permanent	waste,
•	 research	on	fuels	and	smelter	materials	from	the	copper	

industry.

Main directions of growth
– increasing sales of its services (the puchase of research labo

ratories and mobile laboratories),
– maintaining the level of its sales to KGHM Polska Miedź S.A. 

and increasing its external market share,
– increasing revenues from the sale of nonindustrial research,
– expanding the scope of research services offered,
– improving its integrated management system.

References – of highest importance
•	 primary	provider	of	industrial	research	and	analysis	for	the	

core business of KGHM Polska Miedź S.A.,
•	 the	company	holds	accreditation	issued	by	the	Polish	Center	

for testing and Certification with respect to physicalchemi
cal and microbiological analysis of foodstuffs,

•	 high	quality	of	services	–	the	company	holds	an	Integrated	
Management System Certificate in accordance with the 
standards Pnen iSo 9001, Pnn 18001 and oHSAS 18001 
issued by the Polish Center for testing and Certification.
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Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 199.35 211.19 235.30

Net profit 0.91 3.16 4.63

share capital 30.47 35.97 35.97

totaL assets 87.50 97.21 103.29

name: DFM ZANAM-LEGMET Sp. z o.o.
Percentage of company owned by the KGHM Group – 100%

Core business
•	 The	core	business	is	the	production	and	servicing	of	min

ing machines (loaders, haulers, drillingbolting rigs, aux
illiary machines),

•	 the	production	and	servicing	of	conveyor	belts,
•	 the	production	of	steel	castings,
•	 the	production	of	casings	for	boilers	and	crushers,
•	 steel-based	constructions.

Main directions of growth
– increasing the share of the company’s core business in its 

sales,
– maximum satisfaction of KGHM Polska Miedź S.A. with 

respect to meeting its need for  the production and after
sale servicing of mining and haulage systems,

– increasing and implementing the potential of the Service 
Center,

– improving the quality of its products and services,
– gaining access to external markets,
– implementing the erP System, and
– implementing new products to meet the needs of KGHM 

Polska Miedź S.A.

References – of highest importance
•	 the	company	is	the	largest	producer	in	Poland	of	mining	

machinery for use in methanefree, underground non
ferrous metals and salt mining tunnels,

•	 the	company’s	largest	customer	is	KGHM	Polska	Miedź	S.A.,
•	 in	2007	the	company	supplied	40%	of	the	need	of	KGHM	

Polska Miedź S.A. for mining machinery and 100% of 
the need for conveyor belts,

Important events in 2007
•	 signing	a	major	contract	for	the	supply	of	tubing	(iron	

elements of mine shafts),
•	 centralising	production	planning,
•	 reorganisation	of	the	service	system	structure,
•	 realisation	of	a	machine	quality	improvement	program.
•	 the	company	produces	such	unique	constructions	as	

desulphurisation installations and tall chimneys,
•	 the	company	is	working	intensively	to	expand	its	product	

range and to implement new and modernised machines 
of a higher production capacity and greater functionality, 
for the mining of deposits located in difficult thermal 
and geological conditions in the mines of KGHM,

•	 the	machines	designed	by	the	engineers	of	ZANAM-
LeGMet are often unique in terms of their mining and 
haulage systems in underground mines (the loader LKP 
0903 and the hauler WKPL 30HS),

•	 over	100	machines	produced	by	the	company	are	used	in	
a copper mine in the ural mountains.
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KGHM Polska Miedź S.A. Group

Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 440.86 445.07 441.83

Net profit 5.03 –20.38 0.40

share capital 140.42 140.42 140.42

totaL assets 225.85 222.77 206.66

name: POL-MIEDŹ TRANS Sp. z o.o.
Percentage of company owned by the KGHM Group – 100%

Core business
PoLMiedŹ trAnS Sp. z o.o. provides the following types 
of transport services:
•	 roadway	–	passenger,	commodity	and	specialist,
•	 railway	–	commodity,	specialist,	and
•	 the	trade	of	oil-based	products,	as	well	as	the	repair	of	

wheeled and railway vehicles, machinery and equipment. 
The company also offers laboratory services – the analy
sis of oilbased products.

 

Main directions of growth
– taking over full servicing of KGHM Polska Miedź S.A. 

with respect to mass railway transport, and increasing its 
share of the domestic market in mass railway transport,

– increasing its knowhow as a transportation expediter 
and coordinator alongside decreasing use of its own roll
ing stock, 

– maintaining its position as the largest independent dis
tributor in Lower Silesia of a full range of oilbased 
products.

Important events in 2007
•	 restructurisation	of	its	assets	(the	disposal	of	redundent	

property),
•	 geographical	centralisation	of	its	activities	(with	its	base	

in Polkowice),
•	 increasing	its	railway	transport	potential	by	purchasing	

95 coal cars and and a fuelburning locomotive.

References – of highest importance
•	 the	company	 is	 the	main	 supplier	of	KGHM	Polska	

Miedź S.A. with respect to passenger and commodity 
transport, and directly supplies fuel to the divisions of 
KGHM Polska Miedź S.A.,

•	 the	company	is	one	of	the	largest	domestic	railway	firms	
using its own wagons and locomotives, and has its own 
railway lines,

•	 the	company	operates	on	the	expediter	market,	working	
with numerous major partners on the market.
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Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 216.61 229.54 211.12

Net profit 0.07 –13.62 0.88

share capital 191.05 191.05 221.48

totaL assets 306.64 318.09 328.19

name: „Energetyka” sp. z o.o.
Percentage of company owned by the KGHM Group – 100%

Core business
The company provides the following types of services:
•	 the	generation,	distribution	and	sale	of	heating	energy	

and electricity,
•	 the	intake,	purification	and	distribution	of	water	from	its	

own sources,
•	 the	collection	and	treatment	of	sewage	and	the	utilisa

tion of industrial rain water,
•	 the	production	of	industrial	water,
•	 the	collection	and	treatment	of	industrial	waste	and	the	

utilisation of water from waste flows,
•	 services	related	to	these	activities.

Main directions of growth
– increasing the generation of cooccurring heating energy 

and electricity,
– guaranteeing supply of the majority of KGHM’s energy 

needs,
– guaranteeing KGHM Polska Miedź S.A. and its remain

ing customers for heat a secure supply of energy,
– increasing its share in the heating energy market, includ

ing consolidation of the local market,
– searching for alternative sources of energy,
– decreasing the environmental impact of the company.

References – of highest importance
•	 complete	supply	of	energy	and	sewage	management	for	

KGHM Polska Miedź S.A.,
•	 guaranteeing	the	heating	needs	of	neighboring	towns	

– Polkowice, Głogów, Lubin – using its own power plants,
•	 the	production	and	distribution	of	potable	water	for	the	

neighboring municipalities.

Important events in 2007
•	 the	share	capital	of	the	company	was	increased,	and	was	

used for modernisation and development,
•	 the	company	continued	to	modernise	its	boilers	in	order	to	

increase its production capacity and effectiveness, as well 
as the energy security of KGHM Polska Miedź S.A., and

•	 the	compressor	unit	of	 the	Głogów	power	plant	was	
modernised.
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KGHM Polska Miedź S.A. Group

Financial data for the years 2005–2007
AMoUntS (mln PLN) 2005 2006 2007

sales 37.04 37.43 36.65

Net profit 4.24 2.46 1.08

share capital 47.82 72.82 72.82

totaL assets 68.42 99.79 103.32

name: INTERFERIE S.A.
Percentage of company owned by the KGHM Group – 65,67%

Core business
•	 the	sale	of	domestic	and	foreign	tourism-related	services,	

including: holidays, spas and hotels,
•	 the	organisation	of	courses	for	schools,	conferences	and	

symposiums, casual events etc.,
•	 intermediary	in	the	sale	of	tourism	services	–	realised	by	

the tourism office of interferie.

Main directions of growth
– realisation of the investment program aimed at develop

ing its tourism base, enabling an expansion of its holiday 
services combined with rehabilitation and curative spas, 
through the purchase or construction of new recreation
al centers and the renovation and modernisation of ex
isting units,

– the restructuring of assets, involving the lease or sale of 
units which do not fit into the strategy of the company,

– construction of a highstandard unit offering spa services,
– increasing sales to foreign tourist agencies, mainly from 

Germany and Scandinavia).

Important events in 2007
•	 the	company	paid	PLN	19	million	for	a	hotel	unit	in	

Świnoujście, which s to be renovated into a 5star hotel 
offering spa, conference and rehabilitation and curative 
services,

•	 together	with	the	town	of	Szklarska	Poręba,	the	company	
has begun preparing for euro 2012 – Hotel bornit is seek
ing to be named as a resttraining site for footballers.

References – of highest importance
•	 INTERFERIE	S.A.	is	the	largest	tourism	company	in	

Lower Silesia and one of the largest in Poland,
•	 the	company	owns	numerous	 tourist	 facilities,	 from	

highclass hotels to basic residential quarters for workers,
•	 the	company	specialises	in	the	organisation	of	medical	

and rehabilitationtype holidays.
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 Products and services of KGHM Polska Miedź S.A.  
Group companies

The activities of the Group may be divided into three business segments:
SEGMENT I – metals (copper, precious metals), other smelter products – extraction, processing, production, trade and promotion
SEGMENT II – telecommunications
SEGMENT III – other sectors which comprise the activities of subsidiaries of the Group which are not included in segments i and ii

entItY tYPe oF ActIvItY

SeGMent I

 1. KGhm Polska miedź s.a.

copper ore mining; the production of non-ferrous and precious metals and salt; the casting of light 
and non-ferrous metals; the management of waste; activities related to financial holding associations; 
geological-exploratory activities, research and technical analysis; professional rescue services;  
telecommunications and It services

 2. KGhm coNGo s.P.r.L copper and cobalt extraction services

 3. WmN sp. z o.o. non-ferrous metals processing

 4. KGhm Polish copper Ltd. copper trading

 5. KGhm Kupferhandelsges.m.b.h copper trading

 6. Wm „ŁaBĘDY” s.a. trading in coal, grinding mediums used in the production of copper concentrate

 7. KGhm metraco s.a. trading of metals, chemicals, copper scrap

SeGMent II

 1. DIaLoG s.a. telecommunications services

 2. Vivid.pl. s.a. internet sales

 3. aVIsta meDIa sp. z o.o. multimedia services

SeGMent III

 1. KGhm ecoren s.a. the production and sale of road-building materials and of rhenium compounds

 2. PeBeKa s.a.
construction of mines with infrastructure; building of roadway, railway and subway tunnels,  
underground construction

 3. DFm ZaNam-LeGmet sp. z o.o. production of mining machinery and equipment, construction machinery, machinery repairs

 4. energetyka sp. z o.o. generation, distribution and sale of electrical and heating energy, water-sewage management

 5. PoL-mIeDŹ traNs sp. z o.o. railway cargo transport, passenger and cargo road transport, trade in fuels

 6. PhP „mercus” sp. z o.o. trade in consumer goods, production of bundled electrical cables

 7. INterFerIe s.a. tourism services, including holiday resorts, health spas and hotels

 8. „mcZ” s.a. medical services

 9. KGhm cuPrum sp. z o.o. – cBr cBr r&D activities

10. cBJ sp. z o.o. research and chemical-physical analysis

11. INoVa spółka z o.o. electrotechnics, attestation and expertise, certification

12. KGhm LetIa s.a. sale and rental of property, promotion of scientific achievements, technology transfer

13. WFP hefra sa production and sale of rust-proof, silver-plated and semi-silverplated table settings

14. PcPm sp. z o.o. promotion of copper products

15. „Zagłębie” Lubin ssa management of a football club, organisation of professional sporting events

16. Phu „Lubinpex” sp. z o.o. food industry and catering services



99
Annual Report 2007

KGHM Polska Miedź S.A. Group
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condensed  
financial report  
of KGhm Polska miedź s.a.

Chapter XIV

The accompanying condensed financial report of KGHM Polska 
Miedź S.A. with its registered head office in Lubin was prepared by 
the Management board of the Company based on the audited full
year financial statements in accordance with international financial 
reporting Standards approved by the european union for the finan
cial period from 1 January to 31 december 2007.

for a complete understanding of the material and financial condi
tion of the Company and its financial results for the financial period 
from 1 January to 31 december 2007, the complete financial state
ments of the Company must be read in conjunction with the regis
tered auditor’s opinion and report concerning these financial 
statements (the full text of these statements are on the Company 
website www.kghm.pl).
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on 15 April 2008 we issued an unqualified opinion regarding 
the consolidated financial statements for the financial year 
ending 31 december 2007, as presented below:

1. 1.We have audited […] the consolidated financial state
ments of the KGHM Polska Miedź S.A. Group („the 
Group”), in which the parent entity is KGHM Polska 
Miedź S.A. („the Company”) with its registered head of
fice in Lubin, ul. Marii SkłodowskiejCurie 48, for the 
year ended 31 december 2007, containing:

•	 the	consolidated	balance	sheet	as	at	31	December	2007,	
with total assets amounting to 13,459,505 thousand zlotys, 

•	 the	consolidated	income	statement	for	the	year	from	
1 January 2007 to 31 december 2007, with a net profit 
amounting to 3,935,516 thousand zlotys,

•	 the	consolidated	statement	of	changes	in	equity	for	the	
year from 1 January 2007 to 31 december 2007, with 
a net increase in equity amounting to 1,239,207 thou
sand zlotys,

•	 the	consolidated	cash	flow	statement	for	the	year	from	
1 January 2007 to 31 december 2007, with a net cash 
inflow amounting to 490,965 thousand zlotys, and

•	 the	summary	of	significant	accounting	policies	and	other	
explanatory notes

(„[…] consolidated financial statements”).
1. The truth and fairness of the attached consolidated fi

nancial statements and the proper maintenance of con
solidation documentation are the responsibility of the 
Company’s Management board. our responsibility was 
to audit the attached consolidated financial statements 
and to express an opinion whether, based on our audit, 
these financial statements are, in all material respects, 
true and fair.

2. We conducted […] our audit of the attached consoli-
dated financial statements in accordance with the fol-
lowing regulations being in force in Poland:

•	 chapter	7	of	the	Accounting	Act,	dated	29	September	1994	
(‘the	Accounting	Act”),

•	 the	auditing	standards	issued	by	the	National	Chamber	of	
Auditors,

 in order to obtain reasonable assurance whether these fi
nancial statements are free of material misstatement. in 
particular, the audit included examining, to a large extent 
on a test basis, documentation supporting the amounts 
and disclosures in the attached consolidated financial state
ments. The audit also included assessing the accounting 
principles adopted and used and significant estimates 
made by the Management board, as well as evaluating the 
overall presentation of the attached consolidated financial 
statements. We believe our audit has provided a reasonable 
basis to express our opinion on the attached consolidated 
financial statements treated as a whole.

4. The consolidated financial statements for the year ended 
31 december 2006 were respectively audited by another 
certified auditor, acting on behalf of another entity. The 
certified auditor issued an unqualified audit opinion 
dated 13 April 2007.

5. In our opinion, […] the attached consolidated financial 
statements, in all material respects:

•	 present	truly	and	fairly	all	information	material	for	the	as
sessment of the results of the Group’s operations for the 
year from 1 January 2007 to 31 december 2007, as well as 
its financial position3 as at 31 december 2007;

•	 have	been	prepared	in	all	material	aspects	correctly,	i.e.	in	
accordance with international financial reporting Stand
ards as adopted by the eu; 

•	 are	in	respect	of	the	form	and	content,	in	accordance	with	
the legal regulations governing the preparation of finan
cial statements.

7. We	have	read	the	‘Directors’	Report	for	the	year	from	
1 January 2007 to 31 december 2007 and the rules of 
preparation	of	annual	statements’	(‘the	Directors’	Re
port’) and concluded that the information derived from 
the attached consolidated financial statements reconciles 
with these consolidated financial statements. The infor
mation included in the directors’ report corresponds 
with the relevant regulations of the decree of the Minis
ter of finance of 19 october 2005, on current and peri
odic information published by issuers of securities (Jour
nal of Law no. 209, item 1744).” 

in our opinion, the information presented in the condensed 
published version of the financial statements on pages 103 to 
105 of this annual report are in all significant aspects present
ed correctly with respect to the abovementioned, audited 
consolidated financial statements, based on which they were 
prepared. The consolidated financial statements which we 
audited contain notes which were not fully presented in the 
attached, condensed financial statements. in order to obtain 
full and accurate information about the Company as at 
31 december 2007 and about the results of its activities from 
1 January 2007 to 31 december 2007, the full version of the 
consolidated financial statements must be consulted, contain
ing those disclosures required by international financial re
porting Standards as approved by the eu. 

Warsaw, 30 June 2008

on behalf of  
ernst & young Audit Sp. z o.o.

rondo onZ 1, 00124 Warsaw
reg. no. 130

Marek Musiał
Certified Auditor no. 90036/7272

Jacek Hryniuk
Certified Auditor no. 9262/6958

 Independent Auditors’ Opinion 
to the Shareholders  
and Supervisory Board  
of KGHM Polska Miedź S.A.
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bALAnce SHeet 
At 31 December 

2007
At 31 December 

2006

assets

NoN-curreNt assets

Property, plant and equipment 4 832 630 4 378 301

Intangible assets 74 830 75 424

shares in subsidiaries 1 803 390 1 683 209

Investments in associates 438 559 438 559

Deferred tax assets 160 781 289 997

available-for-sale financial assets 32 935 87 864

Derivative financial instruments 33 395 17 016

trade and other receivables 11 012 46 734

7 387 532 7 017 104

curreNt assets 

Inventories 1 603 487 1 638 271

trade and other receivables 772 279 1 220 583

Derivative financial instruments 81 444 282 043

cash and cash equivalents 2 534 995 2 093 436

4 992 205 5 234 333

totaL assets 12 379 737 12 251 437

eQuItY aND LIaBILItIes

eQuItY

share capital, of which: 2 000 000 7 413 573

– registered share capital 2 000 000 2 000 000

– share capital from revaluation due to hyperinflation 5 413 573

other reserves 13 783 (431 526)

retained earnings 6 952 166 1 133 767

totaL eQuItY 8 965 949 8 115 814

LIaBILItIes

NoN-curreNt LIaBILItIes

trade and other payables 6 305 6 522

Borrowings and finance lease liabilities 20 319 29 552

Derivative financial instruments 3 087 1 486

Liabilities due to employee benefits 853 096 803 875

Provisions for other liabilities and charges 556 589 479 911

1 439 396 1 321 346

curreNt LIaBILItIes

trade and other payables 1 466 948 1 457 647

Borrowings and finance lease liabilities 8 612 10 808

current tax liabilities 343 022 400 846

Derivative financial instruments 14 335 837 093

Liabilities due to employee benefits 66 199 63 234

Provisions for other liabilities and charges 75 276 44 649

1 974 392 2 814 277

totaL LIaBILItIes 3 413 788 4 135 623

totaL eQuItY aND LIaBILItIes 12 379 737 12 251 437

Condensed financial report of KGHM Polska Miedź S.A.
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IncoMe StAteMent
contInUeD ActIvItIeS

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

sales 12 183 113 11 669 730

cost of sales (6 617 286) (6 932 281)

Gross ProFIt 5 565 827 4 737 449

selling costs (77 572) (80 107)

administrative expenses (608 507) (518 814)

other operating income   037 607 767

other operating costs (655  ) (343 699)

oPeratING ProFIt 4 682 034 4 402 596

Finance costs – net (26 504) (22 551)

ProFIt BeFore INcome taX 4 655 530 4 380 045

Income tax expense (856 704) (775 057)

ProFIt For the PerIoD 3 798 826 3 604 988

earNINGs Per share DurING the PerIoD (in PLN per share)

– basic 18,99 18,02

– diluted 18,99 18,02

StAteMent oF cHAnGeS  
In eQUItY

share  
capital 

other  
reserves

retained 
earnings

total  
equity

at 1 JaNuarY 2006 7 413 573 (796 709) (471 221) 6 145 643

Fair value losses on available-for-sale financial 
assets

(7 069) (7 069)

Impact of cash flow hedging valuation 467 184 467 184

Deferred tax (94 932) (94 932)

totaL INcome / (eXPeNses) recoGNIseD 
DIrectLY IN eQuItY

365 183 365 183

Profit for the period 3 604 988 3 604 988

totaL recoGNIseD INcome / (eXPeNses) 365 183 3 604 988 3 970 171

Dividend for 2005 (2 000 000) (2 000 000)

at 31 DecemBer 2006 7 413 573 (431 526) 1 133 767 8 115 814

at 1 JaNuarY 2007 7 413 573 (431 526) 1 133 767 8 115 814

Fair value losses on available-for-sale financial
assets

(5 697) (5 697)

Impact of cash flow hedging valuation 567 423 567 423

Deferred tax (116 417) (116 417)

totaL INcome / (eXPeNses) recoGNIseD 
DIrectLY IN eQuItY

445 309 445 309

Profit for the period 3 798 826 3 798 826

totaL recoGNIseD INcome / (eXPeNses) 445 309 3 798 826 4 244 135

Dividend for 2006 (3 394 000) (3 394 000)

settlement of share capital revaluation due to
hyperinflation

(5 413 573) 5 413 573

at 31 DecemBer 2007 2 000 000 13 783 6 952 166 8 965 949
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cASH FLoW StAteMent
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

cash FLoW From oPeratING actIVItIes

cash generated from operating activities 5 358 051 3 339 358

Income tax paid (901 729) (779 311)

Net cash GeNerateD From oPeratING actIVItIes 4 456 322 2 560 047

cash FLoW From INVestING actIVItIes

Purchase of shares in subsidiaries (79 440) (20 040)

Proceeds from sale of shares in subsidiaries 10 052

Purchase of property, plant and equipment and intangible assets (845 596) (674 905)

Proceeds from sale of property, plant and equipment and intangible assets 8 378 3 219

Purchase of held-to-maturity investments (41 846)

Proceeds from sale of held-to-maturity investments 42 200 200 000

Purchase of available-for-sale financial assets (200 003) (50 000)

Proceeds from sale of available-for-sale financial assets 267 412 21 813

Loans granted (2 268) (4 430)

repayments of loans 10 326 6 804

Interest received 496 5 809

Dividends received 270 363 469 598

other investment expenses (6 217) (3 512)

Net cash useD IN INVestING actIVItIes (566 143) (45 644)

cash FLoW From FINaNcING actIVItIes

repayments of loans and borrowings (6 000) (35 227)

Payments of liabilities due to finance leases (4 795) (7 028)

Interest paid (755) (2 282)

Dividends paid to shareholders (3 394 000) (2 000 000)

Net cash useD IN FINaNcING actIVItIes (3 405 550) (2 044 537)

totaL Net cash FLoW 484 629 469 866

exchange gains/(losses) on cash and cash equivalents (43 070) 14 115

moVemeNts IN cash aND cash eQuIVaLeNts 441 559 483 981

cash aND cash eQuIVaLeNts at BeGINNING oF the PerIoD 2 093 436 1 609 455

cash aND cash eQuIVaLeNts at eND oF the PerIoD 2 534 995 2 093 436

        including restricted cash and cash equivalents 2 597

Condensed financial report of KGHM Polska Miedź S.A.
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Chapter XV

consolidated  
financial  
statements



108
Annual Report 2007

on 15 April 2008 we issued an unqualified opinion on the 
consolidated financial statements
for the financial year ended 31 december 2007, as presented 
below:

1. We have audited the […]consolidated financial state
ments	of	Capital	Group	KGHM	Polska	Miedź	S.A.	(‘the	
Group’), for which the holding company is KGHM Pol
ska	Miedź	S.A.	(‘the	Company‘)	located	in	Lubin	at	M.	
SkłodowskiejCurie 48, for the year ended 31 december 
2007 containing:

•	 the	consolidated	balance	sheet	as	at	31	December	2007	
with total assets amounting to 13,459,505 thousand zlotys,

•	 the	consolidated	income	statement	for	the	year	from	
1 January 2007 to 31 december 2007 with a net profit 
amounting to 3,935,516 thousand zlotys,

•	 the	consolidated	statement	of	changes	in	equity	for	the	
year from 1 January 2007 to 31 december 2007 with 
a net increase in equity amounting to 1,239,207 thou
sand zlotys,

•	 the	consolidated	cash	flow	statement	for	the	year	from	
1 January 2007 to 31 december 2007 with a net cash in
flow amounting to 490,965 thousand zlotys and

•	 the	summary	of	significant	accounting	policies	and	other	
explanatory notes

•	 („the	[…]	consolidated	financial	statements”).

2. The truth and fairness of the attached consolidated fi
nancial statements and the proper maintenance of con
solidation documentation are the responsibility of the 
Company’s Management board. our responsibility was 
to audit the attached consolidated financial statements 
and to express an opinion whether, based on our audit, 
these financial statements are, in all material respects, 
true and fair.

3. We conducted our audit of the […] consolidated finan
cial statements in accordance with the following regula
tions being in force in Poland:

•	 chapter	7	of	the	Accounting	Act,	dated	29	September	
1994	(‘the	Accounting	Act’),

•	 the	auditing	standards	issued	by	the	National	Chamber	
of Auditors, in order to obtain reasonable assurance 
whether these financial statements are free of material 
misstatement. in particular, the audit included examin
ing, to a large extent on a test basis, documentation sup
porting the amounts and disclosures in the attached 
consolidated financial statements. The audit also includ
ed assessing the accounting principles adopted and used 
and significant estimates made by the Management 
board, as well as evaluating the overall presentation of 
the attached consolidated financial statements. We be
lieve our audit has provided a reasonable basis to express 
our opinion on the attached consolidated financial state
ments treated as a whole.

 Independent Auditor’s Opinion 
to the Shareholders 
and Supervisory Board 
of KGHM Polska Miedź S.A.
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4. The consolidated financial statements for the year ended 
31 december 2006 were respectively audited by another 
certified auditor, acting on behalf of another entity. The 
certified auditor issued an unqualified audit opinion dated 
13 April 2007.

5. in our opinion, the […]consolidated financial statements, 
in all material respects: 

•	 present	truly	and	fairly	all	information	material	for	the	as
sessment of the results of the Group’s operations for the 
year from 1 January 2007 to 31 december 2007, as well as 
its financial position3 as at 31 december 2007;

•	 have	been	prepared	in	all	material	aspects	correctly,	i.e.	in	
accordance with international financial reporting Stand
ards as adopted by the eu;

•	 are	in	respect	of	the	form	and	content,	in	accordance	with	
the legal regulations governing the preparation of financial 
statements.

6.	 We	have	read	the	‘Directors’	Report	for	the	year	from	
1 January 2007 to 31 december 2007 and the rules of prep
aration	of	annual	statements’	(‘the	Directors’	Report’)	and	
concluded that the information derived from the […]con
solidated financial statements reconciles with these con
solidated financial statements. The information included 
in the directors’ report corresponds with the relevant 
regulations of the decree of the Minister of finance of 
19 october 2005, on current and periodic information 
published by issuers of securities (Journal of Law no. 
209, item 1744).”

in our opinion, the information presented in the published, 
condensed version of the financial statements on pages 107 
to 190 of this annual report are in all significant aspects pre
sented correctly with respect to the abovementioned audited 
consolidated financial statements, based on which they were 
prepared. The consolidated financial statements which we 
audited contain notes which were not fully presented in the 
attached condensed financial statements. for a complete un
derstanding of the material and financial condition of the 
Company at 31 december 2007 and its financial results for 
the financial period from 1 January to 31 december 2007, the 
complete consolidated financial statements must be read con
taining the disclosures required by international financial 
reporting Standards approved by the european union.

Warsaw, 15 April 2008

on behalf of
ernst & young Audit Sp. z o.o.

rondo onZ 1, 00124 Warsaw
reg. no. 130

Marek Musiał
Certified Auditor no. 90036/7272

Jacek Hryniuk
Certified Auditor no. 9262/6958
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conSoLIDAteD bALAnce SHeet – ASSetS Note At 31 December 2007 At 31 December 2006

NoN-curreNt assets  
Property, plant and equipment 7 6 614 352 6 052 286

Intangible assets 8 119 231 126 014

Investment property 9 16 517 18 853

Investments in associates 10 690 096 690 074

Deferred tax assets 23 320 506 388 468

available-for-sale financial assets 11 47 155 92 932

held-to-maturity investments 12 41 44

Derivative financial instruments 13 33 395 17 016

trade and other receivables 14 47 071 17 175

7 888 364 7 402 862

curreNt assets

Inventories 15 1 744 495 1 768 750

trade and other receivables 14 925 367 1 404 644

current corporate tax receivables 7 377 4 860

held-to-maturity investments 12 19 070

Derivative financial instruments 13 81 622 282 045

cash and cash equivalents 16 2 812 096 2 321 131

5 570 957 5 800 500

NoN-curreNt assets heLD For saLe 26 184 24 507

totaL assets 13 459 505 13 227 869

eQUItY AnD LIAbILItIeS Note At 31 December 2007 At 31 December 2006

eQuItY
eQuItY attrIButaBLe to sharehoLDers oF the PareNt eNtItY

share capital 17 2 000 000 2 000 000

other reserves 18 13 118 (431 161)

retained earnings 7 440 870 6 900 311

9 453 988 8 469 150

mINorItY INterest 47 621 44 762

totaL eQuItY 9 501 609 8 513 912

LIaBILItIes

NoN-curreNt LIaBILItIes

trade and other payables 20 24 762 16 739

Borrowings and finance lease liabilities 21 162 909 150 568

Derivative financial instruments 13 3 087 1 486

Deferred tax liabilities 23 29 804 26 538

Liabilities due to employee benefits 24 919 923 864 950

Provisions for other liabilities and charges 25 570 327 493 009

1 710 812 1 553 290

curreNt LIaBILItIes

trade and other payables 20 1 602 513 1 711 160

Borrowings and finance lease liabilities 21 113 201 54 756

current corporate tax liabilities 343 377 402 842

Derivative financial instruments 13 14 335 837 103

Liabilities due to employee benefits 24 77 402 72 603

Provisions for other liabilities and charges 25 96 256 78 901

2 247 084 3 157 365

totaL LIaBILItIes 3 957 896 4 710 655

LIaBILItIes assocIateD WIth NoN-curreNt assets heLD For saLe 26 3 302

totaL eQuItY aND LIaBILItIes 13 459 505 13 227 869

Consolidated financial statements
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conSoLIDAteD IncoMe StAteMent Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

sales 28 13 494 128 12 862 899

cost of sales 29 (7 578 224) (7 760 218)

Gross ProFIt 5 915 904 5 102 681

selling costs 29 (210 044) (193 001)

administrative expenses 29 (737 874) (697 242)

other operating income 31 243 460 173 956

other operating costs 32 (684 493) (363 459)

oPeratING ProFIt 4 526 953 4 022 935

Finance costs – net 33 (35 159) (27 102)

share of profits of associates accounted for using the equity method 36 265 093 220 780

ProFIt BeFore INcome taX 4 756 887 4 216 613

Income tax expense 37 (821 371) (737 233)

ProFIt For the PerIoD 3 935 516 3 479 380

attributable to:

shareholders of the Parent entity 3 934 559 3 479 183

minority interest 957 197

3 935 516 3 479 380

earNINGs Per share attrIButaBLe to the sharehoLDers oF the PareNt 
 eNtItY DurING the PerIoD (PLN per share)

38

– basic 19.67 17.40

– diluted 19.67 17.40
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conSoLIDAteD StAteMent  
oF cHAnGeS In eQUItY

Note

attributable to shareholders  
of the Parent entity attributable to 

minority interest
total  

equityshare  
capital

other  
reserves

retained  
earnings

AT 1 JANuARY 2006 AS PREVIOuSlY 
STATED

2 000 000 (796 342) 5 139 032 14 631 6 357 321

PrIor PerIoD errors 3 282 096 37 282 133

at 1 JaNuarY 2006 2 000 000 (796 342) 5 421 128 14 668 6 639 454

Impact of cash flow hedging valuation 35.1.9 467 185 467 185

Fair value losses on available-for-sale 
financial assets

(7 071) (7 071)

Deferred tax 23 (94 933) (94 933)

totaL INcome/(eXPeNses)  
recoGNIseD DIrectLY IN eQuItY

365 181 365 181

Profit for the period 3 479 183 197 3 479 380

totaL recoGNIseD INcome 
/(eXPeNses) 

365 181 3 479 183 197 3 844 561

Dividend for 2005 39 (2 000 000) (2 000 000)

transactions with minority interest 29 897 29 897

at 31 DecemBer 2006 2 000 000 (431 161) 6 900 311 44 762 8 513 912

AT 1 JANuARY 2007 AS PREVIOuSlY 
STATED

2 000 000 (431 161) 6 648 838 44 725 8 262 402

PrIor PerIoD errors 3 251 473 37 251 510

at 1 JaNuarY 2007 2 000 000 (431 161) 6 900 311 44 762 8 513 912

Impact of cash flow hedging valuation 35.1.9 567 423 567 423

Fair value losses on available-for-sale 
financial assets

(6 727) (6 727)

Deferred tax 23 (116 417) (116 417)

totaL INcome/(eXPeNses)  
recoGNIseD DIrectLY IN eQuItY

444 279 444 279

Profit for the period 3 934 559 957 3 935 516

totaL recoGNIseD INcome 
/(eXPeNses)

444 279 3 934 559 957 4 381 697

Dividend for 2006 39 (3 394 000) (3 394 000)

transactions with minority interest 19 1 902 1 902

at 31 DecemBer 2007 2 000 000 13 118 7 440 870 47 621 9 501 609

Consolidated financial statements
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conSoLIDAteD cASH FLoW StAteMent Note At 31 December 2007 At 31 December 2006

cash FLoW From oPeratING actIVItIes

cash generated from operating activities 40 5 597 215 3 616 516

Income tax paid (928 810) (798 599)

Net cash GeNerateD From oPeratING actIVItIes 4 668 405 2 817 917

cash FLoW From INVestING actIVItIes

Purchase of a subsidiary, less acquired cash and cash equivalents (724) (4 807)

Purchase of property, plant and equipment and intangible assets (1 182 361) (891 935)

Proceeds from sale of property, plant and equipment and intangible assets 40 20 001 5 527

Proceeds from sale of investment property 35 924

Purchase of held-to-maturity investments (278 024) (82 670)

Proceeds from sale of held-to-maturity investments 297 875 63 873

Purchase of available-for-sale financial assets (210 123) (50 300)

Proceeds from sale of available-for-sale financial assets 267 412 21 813

repayments of granted loans 305

Interest received 867 1 348

Dividends received 265 468 462 209

other investment (expenses)/proceeds (16 004) 1 596

Net cash useD IN INVestING actIVItIes (799 384) (473 346)

cash FLoW From FINaNcING actIVItIes

expenses connected with transactions with minority interest 546 28 873

Proceeds from loans and borrowings 89 733 156 856

repayments of loans and borrowings (17 166) (54 783)

Interest paid (9 059) (6 576)

Dividends paid (3 394 000) (2 000 000)

Payments of liabilities due to finance leases (5 501) (4 228)

other finance expenses (656)

Net cash useD IN FINaNcING actIVItIes (3 335 447) (1 880 514)

totaL Net cash FLoW 533 574 464 057

exchange gains/(losses) on cash and cash equivalents (42 609) 15 093

movements in cash and cash equivalents 490 965 479 150

cash aND cash eQuIVaLeNts at BeGINNING oF the PerIoD 16 2 321 131 1 841 981

cash aND cash eQuIVaLeNts at eND oF the PerIoD 16 2 812 096 2 321 131

        including restricted cash and cash equivalents 2 808 1 043

The notes presented on pages 7 to 90 represent an integral part of these financial statements

notes to the consolidated financial statements
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1. General information
Company name, registered office, business activities 

KGHM Polska Miedź S.A. (the “Parent entity”) with its registered 
office in Lubin at ul. M.SkłodowskiejCurie 48 is a stock company 
registered at the Wrocław fabryczna regional Court, Section ix 
(economic) in the national Court register, entry no. KrS 23302 , 
operating on the territory of the republic of Poland. The Parent 
entity was issued with tax identification number (niP) 
6920000013 and statistical reGon number 390021764. 
KGHM Polska Miedź S.A. has a multidivisional organisational 
structure, which comprises its Head office and 10 divisions: 3 mines 
(Lubin Mine, PolkowiceSieroszowice Mine, rudna Mine), 3 smelt
ers (Głogów Smelter, Legnica Smelter, the Cedynia Wire rod Plant), 
ore enrichment Plant, tailings Plant, MineSmelter emergency 
rescue unit and data Center.
 The composition of the Group was presented in note 5.
The shares of KGHM Polska Miedź S.A. are listed on the Stock ex
change in Warsaw and  in the form of Gdrs (global depository 
receipts) – on the London Stock exchange (LSe). According to the 
classification of the Stock exchange in Warsaw, KGHM Polska 
Miedź S.A. is classified under the "metals industry” sector.

The principal activities of the Group comprise:
•	 mining	of	non-ferrous	metals	ore,	
•	 excavation	of	gravel	and	sand,	
•	 production	of	copper,	precious	and	non-ferrous	metals,
•	 production	of	salt,	
•	 casting	of	light	and	non-ferrous	metals,	
•	 forging,	pressing,	stamping	and	roll	forming	of	metal-powder	

metallurgy,
•	 waste	management,	
•	 wholesale	based	on	direct	or	contractual	payments,	
•	 warehousing	and	storage	of	goods,
•	 holding	management	activities,	
•	 geological	and	exploratory	activities,
•	 general	construction	activities	with	respect	to	mining	and	pro

duction facilities, 
•	 generation	and	distribution	of	electricity,	steam	and	hot	water,	

production of gas and distribution of gaseous fuels through 
a supply network, 

•	 professional	rescue	services,
•	 scheduled	and	non-scheduled	air	transport,	and
•	 telecommunication	and	IT	activities.

Activities involving the exploitation of copper ore, salt deposits and 
common minerals are carried out based on licenses held by KGHM 
Polska Miedź S.A., which were issued by the Minister of environ
mental Protection, natural resources and forestry in the years 
1993–2004.

The business activities of the Group also include:
production of goods from copper and precious metals, 
underground construction services,
production of machinery and mining equipment,
energy production,
telecommunication services,
transport services, and
activities in the areas of research, analysis and design.

Period of operation of the Group
KGHM Polska Miedź S.A. has been conducting its business since 
12 September 1991. The Parent entity and subsidiaries have an un
limited period of operation. 
The legal antecedent of KGHM Polska Miedź S.A. was the State
owned enterprise Kombinat GórniczoHutniczy Miedzi in Lubin 
transformed into a Stateowned joint stock company in accordance 
with principles set forth in the law dated 13 July 1990 on the priva
tisation of Stateowned enterprises.

Composition of the Management Board of the Parent Entity
during the period from 1 January 2007 to 13 March 2007, the com
position of the Management board of the Parent entity and segre
gation of duties were as follows:

– Krzysztof Skóra  President of the Management 
board

– Maksymilian bylicki  i vice President of the Management 
board (development)

– Marek fusiński  vice President of the Management 
board (finance) 

– Stanisław Kot  vice President of the Management 
board (Metallurgy), also temporar
ily acting vice President of Mining

– ireneusz reszczyński  vice President of the Management 
board (Sales).

on 13 March 2007, the Management board of KGHM Polska 
Miedź S.A. resolved to change the organisational structure of the 
Head office. As a result, the segregation of duties was as follows:

– Krzysztof Skóra  President of the Management 
board

– Maksymilian bylicki  i vice President of the Management 
board (development)

– Marek fusiński  vice President of the Management 
board (finance) 

– Stanisław Kot  vice President of the Management 
board (Production)

– ireneusz reszczyński  vice President of the Management 
board (Sales).

on 6 november 2007, the Supervisory board dismissed Mr Maksy
milian bylicki as vice President and appointed Mr dariusz Kaśków 
as vice President of the Management board.
The Supervisory board appointed Mr ireneusz reszczyński, until 
now a vice President, for the position of i vice President of the 
Management board.

As at 31 december 2007, the composition of the Management 
board and segregation of duties were as follows:

– Krzysztof Skóra  President of the Management 
board

– ireneusz reszczyński  i vice President of the Management 
board (Sales)

– Marek fusiński  vice President of the Management 
board (finance) 

– Stanisław Kot  vice President of the Management 
board (Production)

– dariusz Kaśków  vice President of the Management 
board (development).

Consolidated financial statements
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on 17 January 2008, the Supervisory board dismissed Mr Krzysztof 
Skóra as President and Mr dariusz Kaśków as vice President of the 
Management board and decided that the Management board of 
KGHM Polska Miedź S.A. would consist of three members. follow
ing that, the Supervisory board appointed Mr ireneusz reszczyński, 
the current i vice President, to act as President of the Management 
board until the new President is elected.

As at the date of authorisation of these financial statements for issue, 
the composition of the Management board and segregation of duties 
were as follows:

– ireneusz reszczyński  i vice President of the Management 
board (Sales), acting President 
of the Management board

– Marek fusiński  vice President of the Management 
board (finance) 

– Stanisław Kot vice President of the Management 
board (Production) 

Authorisation of the financial statements
These financial statements were authorised for issue and signed by 
the Management board of the Parent entity on 15 April 2008. 

Going concern assumption
These financial statements were prepared under the assumption 
that Group companies will continue as going concerns in the fore
seeable future. As at the date of authorisation of these financial 
statements, there are no circumstances that would indicate a threat 
to the going concern assumption by the Group companies.

2. Main accounting policies
2.1 Basis of preparing financial statements 

These financial statements have been prepared in accordance with the 
international financial reporting Standards approved by the euro
pean union using the same principles for the current and compara
tive periods. The presentation of comparable periods was adjusted 
for the effects of prior period errors and changes to presentation 
principles. The effects of these changes are presented in note 3.

These financial statements have been prepared on the historical cost 
basis (adjusted for the effects of hyperinflation in respect of prop
erty, plant and equipment and equity), except for availableforsale 
financial assets, derivative instruments and investment property, 
which have been measured at fair value.
The carrying amount of recognised hedged assets and liabilities is ad
justed for the changes in fair value attributable to the hedged risk.

Standards and interpretations in force applied in the Group as 
of 2007

IAS 1 Presentation of Financial Statements – Capital Disclosures
The Group has applied the amended provisions of iAS 1. The newly
disclosed information is presented in note 35, financial risk man
agement.

IFRS 7 Financial Instruments: Disclosures 
The Group has applied ifrS 7. As a result of implementation of 
ifrS 7, issues related to financial instruments are mainly discussed 
in note 34, financial instruments, and in note 35, financial risk 
Management. the newlyintroduced notes contain information 
which was previously available partly in the following notes: note 11, 
AvailableforSale financial Assets; note 12, Held to Maturity in
vestments; note 13, derivative financial instruments; note 14, 
trade and other receivables; note 20, trade and other Payables; 
and note 21, borrowings and finance Lease Liabilities. There was 
also a change in note 2.2, Accounting Policies, in which informa
tion on financial instruments was rearranged.

IFRIC 7 Applying the Restatement Approach under IAS 29 „Financial 
Reporting in Hyperinflationary Economies” 
Application of this interpretation has no effect on the financial 
statements of the Group. 

IFRIC 8 Scope of IFRS 2 
Application of this interpretation has no effect on the financial 
statements of the Group.

IFRIC 9 Reassessment of Embedded Derivatives. 
The Group has applied ifriC 9. This interpretation states that as
sessment of whether a given contract contains an embedded de
rivative is made when an entity first becomes a party to the contract. 
Subsequent reassessment is prohibited unless there is a change in 
the terms of the contract that significantly modifies the cash flows 
that otherwise would be required under the contract. Application 
of this interpretation has not caused any changes in the disclosure 
of embedded derivatives held by the Group.

IFRIC 10 Interim Financial Reporting and Impairment 
The Group has applied ifriC 10. This interpretation states that an 
entity shall not reverse an impairment loss recognised in a previous 
interim period in respect of goodwill or an investment in an equity 
instrument classified as availableforsale. Application of this inter
pretation has not caused significant changes affecting these finan
cial statements.

In these consolidated financial statements any standard or inter-
pretation prior to their coming into force have not been applied.

Published Standards and Interpretations which have not come into 
force as at 1 January 2007 or have not been approved by the Euro-
pean Union by the publication date of these financial statements:

IFRIC 11 “IFRS 2 - Group and Treasury Share Transactions”
ifriC interpretation 11 was issued on 2 november 2006. it ad
dresses the scope of ifrS 2, Sharebased Payment. ifriC 11 pro
vides guidance on whether transactions in which an entity issues 
equity instruments as payment for goods or services received by 
the entity, or when such payment takes the form of equity instru
ments issued by an entity of the same group, should be accounted 
for as equitysettled or as cashsettled. This interpretation also pro
vides guidance on how to approach a situation in which an entity 
settles liabilities using its own shares. This interpretation is applica
ble to periods beginning on or after 1 March 2007, and will not af
fect the financial statements of the Group.
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IFRIC 12 “Service Concession Arrangements”
ifriC interpretation 12 was issued on 30 november 2006. The in
terpretation relates to arrangements whereby a government or 
other body grants contracts for the supply of public services to pri
vate operators. it provides general principles which operators of 
service concession contracts should follow in recognising and 
measuring assets and liabilities arising from service concession 
contracts. The interpretation becomes effective for reporting periods 
beginning on or after 1 January 2008 and will not affect the financial 
statements of the Group.

IFRS 8 “Operating segments”
ifrS 8, operating segments, was published by the international 
Accounting Standards board on 30 november 2006, and replaces 
iAS 14, Segment reporting and becomes effective for reporting pe
riods beginning on and after 1 January 2009. This standard introduces 
a management approach to segment reporting, and underlines the 
necessity to disclose indicators and other measures used to monitor 
and evaluate activities to enable the users of the financial state
ments to evaluate the nature and financial results of various forms 
of activity carried out by the Group.
The Group is currently analysing if this Standard affects its financial 
statements.

IAS 23 “Borrowing costs”
The amended iAS 23 was published by the international Account
ing Standards board on 29 March 2007. This standard relates to the 
accounting treatment of borrowing costs incurred in connection 
with a qualifying asset. The amended iAS 23 removes the bench
mark treatment that requires that borrowing costs are recognised 
in the profit or loss and are capitalised. Although this change will 
affect the Group, it is believed that its impact on the financial state
ments will be immaterial. The amended standard becomes opera
tive for periods beginning on or after 1 January 2009; however, after 
evaluating the effects of any changes and following acceptance of 
this amended Standard by the european union, the Group will 
consider its earlier application. 

IFRIC 13 “Customer Loyalty Programmes”
on 28 June 2007, the international Accounting Standards board 
published interpretation 13 Customer Loyalty Programmes. This 
interpretation addresses the method of accounting for payments 
related to the sale of goods or services included in customer loyalty 
programmes. This interpretation becomes effective for periods be
ginning on or after 1 July 2008 or later, although earlier application 
is recommended. The only company in the Group which has a cus
tomer loyalty programme is telefonia dialog S.A. This company 
will apply ifriC 13 upon its acceptance by the european union. 
Analysis of the impact of applying ifriC 13 on the financial state
ments indicates that its impact will be insignificant. A basic change 
will respect the principle for recognising revenues, some of which 
will be recognised based on the number of loyalty points only at 
the moment of redemption of these points.

IFRIC 14 “IAS 19 – The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction”
ifriC interpretation 14 was published by the international Account
ing Standards board on 4 July 2007. it refers to iAS 19 employee 
benefits and provides guidance on how an entity should measure 
an asset which arises due to the participation of the entity in an 
employee defined benefit plan. This interpretation also explains 
what the impact on this asset may be from the minimum require
ments for funding such plans. The purpose of introducing this in
terpretation is to standardise the approach to accounting for such 
assets as a result of the surplus which arises in defined benefit plans. 
This interpretation becomes effective for periods beginning on or 
after 1 January 2008, and will not affect the financial statements of 
the Group.

IAS 1 “Presentation of Financial Statements”
The amended iAS 1 was published by the international Accounting 
Standards board in September 2007. it refers to the presentation of 
financial statements. The amended standard implements a new ele
ment of the financial statements called the statement of compre
hensive income, where all items of income and expenses should be 
presented, including those, which so far have been recognised in 
equity. in addition, changes apply also to presentation of the state
ment of changes in equity, presentation of dividends and compara
tive information, if changes in accounting policies are applied 
retrospectively. The revisions include changes in the titles of some 
of the key items of the financial statements, however, companies 
will be entitled to retain their current terminology. The amended 
standard becomes effective for annual periods beginning on or af
ter 1 January 2009; however, after evaluating the effects of any 
changes and following acceptance of this amended Standard by the 
european union, the Group will consider its earlier application.

IFRS 3 “Business Combinations”
The amended ifrS 3 was published by the international Account
ing Standards board on 10 January 2008 and replaces the currently 
binding ifrS 3. The amended Standard is the result of the comple
tion of the second stage of the convergence project concerning 
business combinations. The amended Standard gives a more de
tailed guidance for application of the purchase method for business 
combinations. The Standard becomes effective for annual periods 
beginning on or after 1 July 2009 and shall be applied to the ac
counting for business combinations effected after this date.

IAS 27 “Consolidated and Separate Financial Statements”
The amended iAS 27 was published by the iASb on 10 January 2008 
and replaces the currently binding, iAS 27. implementation of this 
standard relates to the completion of the second stage of the con
vergence project concerning business combination. The objective 
of this standard is to ensure reliability and comparability of infor
mation presented by a parent entity (both in consolidated and 
separate financial statements) on controlled entities. The amended 
Standard becomes effective for annual periods beginning on or af
ter 1 July 2009. This Standard requires retrospective application, 
although it includes exemptions from the requirement for retro
spective application. The Group is currently analysing if this Stand
ard affects its financial statements. 

Amended IFRS 2 “Share-based Payment”
The amended ifrS 2 was published by the iASb on 17 January 2008. 
Amendments to ifrS 2 relates to vesting conditions to cash and 
other assets or equity instruments of the entity as part of the share 
based payment transaction. Changes in this Standard become effec
tive for periods beginning on 1 July 2009 or later and will not have 
any effect on the financial statements of the Group. 

Amended IAS 32 „Financial Instruments: Presentation”
The amended iAS 32 was published by the international Account
ing Standards board (iASb) on 14 february 2008. The amendments 
related to the specific type of financial instruments, which are simi
lar to ordinary shares, but allow their holder to present them for 
redemption by issuer if certain, indicated in the Standard, circum
stances materialised. to date, in accordance with iAS 32, this type 
instruments were classified as financial liabilities. The amended iAS 
32 requires that such instruments are not classified as liabilities but 
rather as equity. Standard amendments become effective for report
ing periods beginning on 1 January 2009 or later and will not have 
any effect on the financial statements of the Group.

Consolidated financial statements
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2.2 Accounting policies
2.2.1 Property, plant and equipment 

the following are considered to be items of property, plant and 
equipment:

–  assets held by the entity for use in production, supply of goods 
and services or for administrative purposes,

–  assets which are expected to be used during more than one year,
–  assets which are expected to generate future economic benefits 

that will flow to the entity, and
–  assets, the value of which can be measured reliably.

upon initial recognition, items of property, plant and equipment 
are measured at cost. 
borrowing costs incurred for the purchase or construction of an 
item of property, plant and equipment are not recognised in the 
cost. foreign exchange differences arising from foreign currency 
liabilities, related to the purchase or construction of an item of 
property, plant and equipment, are recognised in profit or loss in 
the period in which they are incurred.

upon initial recognition, in the costs of property, plant and equip
ment, the anticipated costs of future assets’ dismantling and remov
al and the cost of restoring the sites on which they are located, the 
obligation for which an entity incurs either when the item is in
stalled or as a consequence of having used the item for purposes 
other than to produce inventories are included. in particular, in the 
initial cost of items of property, plant and equipment, discounted 
decommissioning costs of assets relating to underground mining, 
as well as of other facilities which, in accordance with binding laws, 
must be liquidated upon the conclusion of activities are included. 

Mine decommissioning costs recognised in the initial cost of an 
item of property, plant and equipment are depreciated in the same 
manner as the item of property, plant and equipment to which they 
relate, beginning from the moment an asset is brought into use, 
throughout the period set out in the asset group decommissioning 
plan within the schedule of mine decommissioning. 
The decommissioning costs of other facilities recognised in their 
initial cost are amortised beginning from the moment an item of 
property, plant and equipment is brought into use, throughout the 
period of use and in accordance with the method used for the de
preciation of those items of property, plant and equipment to which 
they have been assigned.

Property, plant and equipment acquired before 31 december 1996 
and brought into use after this date, for which expenditures were 
incurred to the end of 1996, were restated to account for the effects 
of hyperinflation in accordance with iAS 29, “Financial reporting in 
hyperinflationary economies”. 

As at the balance sheet date, items of property, plant and equipment 
are carried at cost or cost of production/ development, less accu
mulated depreciation and impairment losses.

Subsequent expenditures on items of property, plant and equip
ment (for example to increase the usefulness of an item, for spare 
parts or renovation) are recognised in the carrying amount of a giv
en item or as separate item of property, plant and equipment (where 
appropriate) only if it is probable that future economic benefits as
sociated with the item will flow to the entity, and the cost of the 
item can be measured reliably. All other expenditures on repairs 
and maintenance are recognised in profit or loss in the period in 
which they are incurred.

items of property, plant and equipment (excluding land) are depre-
ciated using the straightline method over their anticipated useful 
life. The residual value and useful life of an asset and the method of 
depreciation applied to items of property, plant and equipment are 
reviewed at least at the end of each financial year.

The useful lives, and therefore the depreciation rates of items of 
property, plant and equipment used in the production of copper, 
are adapted to the plans for the closure of operations. 

for individual groups of assets, the following useful lives have been 
adopted: 

–  buildings and civil engineering objects: 2560 years,
–  Machines and equipment: 415 years,
–  Motor vehicles: 314 years,
–  other – the useful life is set individually for specific items of 

property, plant and equipment.

depreciation begins when an item of property, plant and equip
ment is available for use. depreciation ceases at the earlier of the 
date that the asset is classified as held for sale (or included as part of 
a disposal group which is classified as held for sale) in accordance 
with ifrS 5 “noncurrent assets held for sale and discontinued op
erations” or when it is derecognised upon disposal or retirement.

The basis for the calculation of depreciation is the cost of an item of 
property, plant and equipment less its residual value.
 
The individual significant parts of an item of property, plant and 
equipment (components), whose useful lives are different from the 
useful life of the given asset as a whole and whose cost is significant 
in comparison to the cost of the item of property, plant and equip
ment as a whole, are depreciated separately, applying depreciation 
rates reflecting their anticipated useful lives.

An asset’s carrying amount is written down to its recoverable amount, 
if the carrying amount of the asset (or a cashgenerating unit to 
which it belongs) is greater than its estimated recoverable amount. 

The asset’s carrying amount includes costs of necessary regular major 
overhauls, including for the purpose of certification.

Specialised spare parts with a significant initial cost and an anticipated 
useful life of more than 1 year are recognised as an item of property, 
plant and equipment. Spare parts and servicing equipment whose 
use is restricted to only certain items of property, plant and equip
ment are recognised in a similar manner. other spare parts and 
servicingrelated equipment with an insignificant cost are recog
nised as inventories and accounted for in the income statement at 
the moment they are used.

fixed asset is derecognised when it is sold, decommissioned or if 
no future economic benefits are expected to be derived from its use 
or disposal.

2.2.2 Intangible assets

intangible assets include identifiable nonmonetary assets without 
physical substance, i.e.:

– development costs,
– goodwill,
– software,
– acquired concessions, patents, licenses,
– other intangible assets, and
– intangible assets not yet available for use (under construction).
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Goodwill 
Goodwill represents the excess of the cost of acquisition of an en
tity over the fair value of the Group's interests in the identifiable net 
assets of the acquired subsidiary at the date of the acquisition, or of 
the acquired associate at the date of the acquisition of the invest
ment. Goodwill on acquisitions of a subsidiary is recognised in in
tangible assets. Goodwill on acquisition of investments in associates 
is included in the carrying amount of such investment.
Goodwill is tested annually for impairment and carried at cost less 
any accumulated impairment losses.
testing for impairment is performed and any potential impairment 
loss is recognised in accordance with the policies described in note 
2.2.10 “impairment of nonfinancial assets”.
The carrying amount of goodwill relating to the entity which was 
disposed of enters into determination of the gain or loss on dis
posal of subsidiaries and associates.

Development costs
The entities of the Group carry out development projects which are 
primarily aimed at reducing copper production costs both through 
the direct reduction of production costs and by protecting the envi
ronment, as well as by the economic utilisation of byproducts. de
velopment projects are also carried out which are aimed at 
increasing the production capacity of individual metallurgical 
plants and mines, improving the technical parameters of manufac
tured products, improving and modernising copper production 
technology, and improving working conditions in those places 
where they are particularly difficult and have a direct adverse im
pact on productivity. 

An intangible asset arising from development is recognised if the 
entity can demonstrate:
a) the technical feasibility of completing the intangible asset so that 

it will be available for use or sale, 
b) the intention to complete the intangible asset and use or sell it, 
c) its ability to use or sell the intangible asset, 
d) the manner in which the intangible asset will generate probable 

future economic benefits, 
e) the availability of adequate technical, financial and other re

sources to complete the development and use or sell the intangi
ble asset, and

f) its ability to measure reliably the expenditures attributable to the 
intangible asset that have been incurred during its development. 

internally generated costs of development projects recognised as an 
item of intangible assets is the sum of expenditure incurred from 
the date when the intangible asset arising from development first 
meets the criteria for recognition, i.e.:

– the criteria described above in points a) to f), 
– the probability exists of achieving economic benefits attributable 

to the given asset, and
– the cost of manufacturing this asset may be reliably measured.

This cost includes expenditures which are directly attributable to 
the development, manufacture and adaptation of the given asset in 
accordance with its planned use.
Costs incurred during the development of an intangible asset, from 
the moment when it meets the above criteria for capitalisation to 
the completion of development project and the decision is taken to 
implement it, are capitalised as an intangible asset not yet available 
for use. Capitalised development costs are not amortised until the 
moment when the given intangible asset is successfully completed 
and the decision has been taken to implement it. Such intangible 
assets are, however, tested annually for impairment in accordance 
with iAS 36, impairment of Assets. if an impairment loss is deter
mined to have occurred, an allowance is recognised in other oper
ating costs, otherwise such expenditure is written off as an 
expenditure without economic effect, and is also charged to other 
operating costs.

After initial recognition, the cost of manufacturing an intangible 
asset (determined in accordance with the principles described in 
the above paragraph), is decreased by accumulated depreciation 
and by any impairment losses.

internally generated intangible assets are amortised using the 
straightline method over the period of their anticipated use, which 
on average is 5 years.
The cost of development project recognised as an intangible asset is 
tested for impairment in accordance with the principles described 
in the point „impairment of property, plant and equipment and 
intangible assets (including goodwill)” and in iAS 36, impairment 
of Assets.

research expenditure is recognised as an expense as incurred.

Other intangible assets i.e. software, acquired concessions, patents, 
licenses, intangible assets not yet available for use (under construc
tion) and other intangible assets are measured at cost at initial rec
ognition.
included in other intangible assets are the internally generated 
costs of development projects, representing total expenditures in
curred from the date when an intangible asset arising from such 
development projects first meets the criteria for recognition in this 
category. 
Capitalised development costs are recognised as intangible assets 
not yet available for use until as the projects have been completed 
and a decision has been made to give them over for use. 

Any borrowing costs incurred for a qualifying intangible asset are 
recognised in the income statement in the period in which they are 
incurred. exchange differences which arise from liabilities in a for
eign currency which are related to the acquisition or construction 
of an item of intangible assets are recognised in profit or loss in the 
period in which they are incurred. 
At the balance sheet date intangible assets are measured at cost less any 
accumulated amortisation and accumulated impairment losses.

intangible assets (excluding goodwill and intangible assets not yet 
available for use) are amortised using the straightline method over 
their anticipated useful lives, which are as follows for the specific 
types of intangible assets:

– Software – 2–8 years,
– Licenses for computer software – 2–5 years,
– rights to geological information – 50 years,
– Acquired property rights – over a useful life set separately for in

dividual property rights.

The amortisation method and the amortisation rate of intangible 
assets are subject to review at each balance sheet date.

As in the case of goodwill, intangible assets not yet available for use 
(under construction) are not amortised, but are tested annually for 
impairment. Any potential impairment loss is recognised in the 
income statement.
There are no intangible assets in the Group with an indefinite use
ful life.

Consolidated financial statements
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2.2.3 Investment property

investment property is property which the Group treats as a source 
of income from rentals, or for capital appreciation, or both. invest
ment property also includes property held under an operating lease 
agreement, as long as it would otherwise meet the definition of in
vestment property.
investment property (other than that held under an operating lease 
agreement) is initially measured at cost. transaction costs are in
cluded in the initial measurement.
The initial cost of the right to use an investment property (a prop
erty interest) held under a lease is recognised at the lower of the fair 
value of the property and the present value of the minimum lease 
payments.

on subsequent balance sheet dates investment property is meas
ured at fair value. Any gain or loss arising from a change in the fair 
value of the investment property affects net profit or loss for the 
period in which it arises.
investment property is derecognised on disposal or when the in
vestment property is permanently withdrawn from use and no fu
ture economic benefits are expected from its disposal.

2.2.4 Investments in subsidiaries and associates

a) Subsidiaries
Subsidiaries in the consolidated financial statements of KGHM Polska 
Miedź S.A. are those entities which the Group has the power to 
govern in terms of their financial and operating policies in order to 
achieve benefits from their activities. Such control is exercised 
through ownership of the majority of the total number of votes in 
the governing bodies of these entities, i.e. in their management and 
supervisory boards. The existence and effect of potential voting 
rights that are currently exercisable or convertible are also considered 
when assessing whether the Group controls a given entity.

The purchase method is used to account for the acquisition of sub
sidiaries by the Group.
The carrying amount of investments held by the Parent entity in 
each subsidiary is eliminated, along with the respective portion of 
equity of each subsidiary. The excess of the carrying amount of the 
investment over the fair value of the Group’s interest in the identifi
able net assets acquired is recognised as goodwill. The excess of the 
fair value of the Group’s interest in the net assets acquired over the 
cost of acquisition is recognised directly in the income statement.

The cost of an acquisition is measured as the fair value of the assets 
given, equity instruments issued and liabilities incurred or assumed 
at the date of exchange, plus costs directly attributable to the acqui
sition. identifiable assets acquired and liabilities and contingent li
abilities assumed in a business combination are measured at their 
fair values at the acquisition date, irrespective of the extent of any 
minority interest.

inter–company transactions, balances, income, expenses and unreal
ised gains recognised in assets are eliminated. unrealised losses are 
also eliminated, unless the transaction provides evidence of the im
pairment of the asset transferred. 
Minority interest in the net assets of consolidated subsidiaries are 
recognised as a separate item of equity. 

Consolidation of subsidiaries is discontinued from the date on 
which control ceases.

The Group applies a policy of treating transactions with minority 
interest as transactions with third parties external to the Group. 
disposals to minority interest result in gains and losses for the 

Group that are recorded in the income statement. Purchases from 
minority interest give rise to goodwill, being the difference between 
any consideration paid and the Group’s interest in the carrying 
amount of the net assets acquired. 

b) Associates
investments in associates, i.e. entities over which the Group has 
significant influence but does not control, and in which it partici
pates in setting both the financial and operating policies of the en
tity, are accounted for using the equity method in the consolidated 
financial statements. 
These investments are initially recognised at cost. The Group’s net 
investment in an associate includes goodwill, as set at the date of 
acquisition, less any accumulated impairment losses. 
The Group’s share of postacquisition profits or losses of associates 
is recognised in its profit or loss, and its share of postacquisition 
movements in other equity is recognised in the respective item of 
the Group’s equity. The cumulative postacquisition movements in 
equity are adjusted against the carrying amount of the investment. 
When the Group’s share of losses of an associate equals or exceeds 
its interest in the associate, the Group discontinues recognising its 
share of further losses, unless it has incurred obligations or made 
payments on behalf of the associate. 

The interest in an associate is the carrying amount of the invest
ment in the associate under the equity method together with any 
longterm interests that, in substance, form part of the investor’s 
net investment in the associate.

2.2.5 Financial Instruments
2.2.5.1 Classification of financial instruments

financial instruments are classified into one of the following cate
gories:
•	 financial	assets	measured	at	fair	value	through	profit	or	loss,
•	 loans	and	receivables,
•	 held-to-maturity	investments,	
•	 available-for-sale	financial	assets,
•	 financial	liabilities	measured	at	fair	value	through	profit	or	loss,
•	 other	financial	liabilities,
•	 derivative	hedging	instruments.
financial instruments are classified based on their characteristics 
and the purpose for which they were acquired. Classification is 
made upon initial recognition of the financial asset or liability. 
Classification of derivatives depends on their purpose and on 
whether they qualify for hedge accounting according to the require
ments of iAS 39. derivatives are classified as hedging instruments 
or as instruments measured at fair value through profit or loss. 
Carrying value of cash flows with a maturity period of more than 
12 months of the balance sheet date is classified as noncurrent as
set or noncurrent liability. Carrying value of cash flows falling due 
within 12 months of the balance sheet date is classified as current 
asset or current liability.
The following principles for the classification of financial assets and 
liabilities to the above specified categories were adopted:

Financial assets and liabilities measured at fair value through 
profit or loss 
This category includes financial assets and financial liabilities held 
for trading and financial assets and liabilities designated at fair 
value through profit or loss at their initial recognition.
A financial asset is classified to this category if it is acquired princi
pally for the purpose of selling in the near term or if it is designated 
by the Group upon initial recognition as at fair value through profit 
or loss. A financial asset or financial liability may be designated by 
the Group when initially recognised as  at fair value through profit 
or loss only, if:
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a) such classification eliminates or significantly reduces any incon
sistency in respect of measurement or recognition (also defined as 

“an accounting mismatch”), that would otherwise arise from meas
uring assets or liabilities or recognising gains or losses using dif
ferent basis; or

b) a group of financial instruments is managed properly and the per
formance of the group is evaluated on the fair value basis, in ac
cordance with a documented risk management or investment 
strategy.

Assets and liabilities in this category are classified as current (current 
liabilities), if they are expected to be realised within 12 months from 
the balance sheet date.

Loans and receivables (L&R)
Loans and receivables are nonderivative financial assets with fixed 
or determinable payments that are not quoted on an active market. 
They arise when the Group transfers monetary resources, delivers 
goods or services directly to the client, and does not intend to clas
sify these receivables to financial assets measured at fair value 
through profit or loss.

Loans and receivables are classified as current assets, except for ma
turities greater than 12 months after the balance sheet date. Loans 
and receivables with maturities greater than 12 months after the 
balance sheet date are classified as noncurrent assets. Loans and 
receivables are included in trade and other receivables.

Cash and cash equivalents are classified as loans and receivables. Cash 
and cash equivalents are a separate position in the balance sheet.

Held-to-maturity investments (HtM)
Heldtomaturity investments are nonderivative financial assets 
with fixed or determinable payments and fixed maturities that the 
Group has the positive intention and ability to hold to maturity, ex
cept for assets classified as measured at fair value through profit or 
loss or available for sale, as well as financial assets meeting the defi
nition of loans and receivables.

Available-for-sale financial assets (AfS)
Availableforsale financial assets are nonderivative financial assets 
that	are	either	designated	as	‘available-for-sale’	or	not	classified	to	
any of the other categories. This category primarily includes finan
cial assets which do not have a fixed maturity date and which do 
not meet the criteria for being included in the category of financial 
assets measured at fair value through profit or loss, as well as finan
cial assets which were acquired on a secondary market and which 
have a fixed maturity date, but which the Group does not intend 
and is not able to hold until maturity. 

Availableforsale financial assets are included in noncurrent as
sets unless the Group intends to dispose of the investment within 
12 months of the balance sheet date.

Other financial liabilities
financial liabilities included in this category are those that were not 
classified at their initial recognition as measured at fair value through 
profit or loss.

Hedging instruments (HI)
derivative instruments designated and qualifying for hedge account
ing are classified into a separate category called: „Hedging instru
ments”. The Group presents as „hedging instruments” the entire fair 
value of a transaction, even if the Group excludes part of change in 
fair value of the instrument from the effectiveness measurement.

2.2.5.2 Initial measurement and derecognition of financial 
 instruments

transactions respecting the purchase and sale of investments, in
cluding regular way purchases or sales, are recognised at the trade 
date, initially at fair value plus transaction costs, with the exception 
of financial assets and liabilities measured at fair value through 
profit or loss, which are initially recognised at fair value.

investments are derecognised when the rights to receive cash flows 
from the investments have expired or have been transferred and 
the Group has transferred substantially all of the risks and rewards 
of their ownership. Where substantially all of the risks and rewards 
of ownership have not been transferred, financial instruments are 
derecognised when the Group loses control over a given asset.

2.2.5.3 Measurement at the balance sheet date

Financial assets and financial liabilities measured at fair value 
through profit or loss, available-for-sale financial assets and 
hedging instruments
Availableforsale financial assets, financial assets and financial lia
bilities measured at fair value through profit or loss and hedging 
instruments are subsequently measured at fair value. Availablefor
sale financial assets, the fair value of which cannot be determined 
in a reliable manner and which do not have a fixed maturity date 
are carried at cost. 
Gains and losses on financial assets which are classified as financial 
assets measured at fair value through profit or loss are recognised 
in the income statement in the period in which they arise.

Gains and losses on financial assets which are classified as available
forsale are recognised in equity, except for impairment losses and 
exchange gains/losses on monetary assets and interest calculated 
using the effective interest rate method. When availableforsale fi
nancial assets are derecognised, the total cumulative gains and 
losses which had been recognised in equity are recognised in the 
income statement as gains and losses on derecognition of invest
ments in availableforsale financial assets.

The disposal of investments of the same type but with a different 
cost basis is accounted for using the fifo method. 

Loans and receivables, held-to-maturity investments
Loans and receivables and heldtomaturity investments are meas
ured at amortised cost using the effective interest rate method.

Other financial liabilities
After initial recognition, the Group measures all financial liabilities, 
apart from those classified as at fair value through profit or loss, at 
amortised cost using the effective interest rate method except for: 
•	 financial	liabilities	that	arise	when	a	transfer	of	a	financial	asset	

does not qualify for derecognition (when the continuing involve
ment approach applies),

•	 If	the	transfer	of	financial	assets	does	not	qualify	them	for	derec
ognition because the Group retained virtually all of the risks and 
rewards associated with ownership of the transferred asset, then 
the Group continues to fully recognise the transferred asset and 
simultaneously recognises a financial liability in the amount of 
the payment received. in subsequent periods, the Group recog
nises all revenues received from the transferred asset and all ex
penditures incurred in respect of the financial liability;

•	 financial	guarantee	agreements,	measured	at	the	higher	of:	
	•	 the	amount	determined	in	accordance	with	note	2.2.15	Provi

sions, or
	•	 the	amount	initially	recognised	less,	when	appropriate,	cumu

lative amortisation recognised according to international Ac
counting Standard no 18 revenue.

Consolidated financial statements
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2.2.5.4 Fair value
fair value is considered to be the purchase price of a financial in
strument or, in case of liabilities, the sales price of an instrument, 
unless there are any indicators that a financial instrument was not 
purchased at fair value.

At the balance sheet date, the fair value of financial instruments, for 
which an active market exists, is established based on the current 
bid/ask prices. if the market for a financial instrument is not active 
(and in relation to nonquoted securities), the Group establishes 
fair value using appropriate valuation techniques. valuation tech
niques used include comparison with recent arm’s length market 
transactions between knowledgeable, willing parties, if available, 
reference to the current fair value of another instrument that is 
substantially the same, discounted cash flow analysis, option pric
ing models and other valuation techniques/models which are com
monly used by market participants, adjusted to the characteristics 
and parameters of the fair valued financial instrument and the situ
ation of the issuer.

estimated fair value reflects the amount recoverable or payable to 
close out an outstanding position at the balance sheet date. Where 
possible, transactions are fair valued based on market prices. in the 
case of purchase or sale of commodity forwards, fair value was esti
mated based on forwards prices for the maturity dates of specific 
transactions. in case of copper, the official LMe closing prices and 
volatility estimates as at the balance sheet date are obtained from 
the reuters news service. for silver and gold, the LbM fixing price 
at the balance sheet date is used. in the case of volatility and silver 
and gold forward rates, quotations given by banks/brokers are used. 
Currency interest rates and currency volatility ratios obtained from 
reuters are used. forwards and swaps on copper market are priced 
based on forward market curve. Silver and currency forward prices 
are calculated based on fixing and respective interest rates. Levy 
approximation to blackScholes model is used for Asian options 
pricing on commodity markets, whereas standard GermanKohl
hagen model is used for currency of european option pricing.

the fair value of unquoted debt securities is established as the 
present value of future cash flows resulting from those instruments, 
discounted using the current interest rate.

The fair value of participation units held in openend cash invest
ment funds is determined based on the valuations quoted by those 
funds. fair value of participation units held in closeend invest
ment funds is measured based on the analysis of information in
cluded in the financial statements of the funds.

The fair values of financial instruments held by the Group are de
termined based solely on market prices or on valuation techniques 
which use as input data only observable market variables from ac
tive markets.

At each balance sheet date an assessment is made of whether there 
is objective evidence that a financial asset or a group of financial 
assets is impaired. The following are considered significant objec
tive indicators (evidence of impairment): significant financial dif
ficulty of the debtor, legal action being taken against the debtor, the 
disappearance of an active market for a given financial instrument, 
the occurrence of significant unfavourable changes in the econom
ic, legal or market environment of the issuer of a financial instru
ment, and the prolonged decrease of the fair value of a financial 
instrument below it’s amortised cost.

if any such evidence exists for availableforsale financial assets, the 
cumulative loss that had been recognised directly in equity – calcu
lated as the difference between the acquisition cost and the current 
fair value, less any impairment loss on that financial asset previ
ously recognised in profit or loss – is removed from equity and rec
ognised in profit or loss. impairment losses on equity instruments 
recognised in profit or loss are not reversed through profit or loss. 
The reversal of impairment losses on debt financial instruments is 
recognised in profit or loss if, in a period subsequent to the period 
of the recognition of the impairment loss, the fair value of these 
instruments increased due to events occurring after the recognition 
of the impairment loss.

if evidence of potential impairment of loans and receivables or of 
heldtomaturity investments measured at amortised cost exist, the 
amount of the impairment loss is measured as the difference be
tween the asset’s carrying amount and the present value of estimat
ed future cash flows discounted at the original effective interest rate 
(i.e. the effective interest rate computed at the initial recognition for 
fixed interest rate assets, and the effective interest rate computed at 
the last revaluation for floating interest rate assets). Any impairment 
loss is recognised in profit or loss. The carrying amount of financial 
assets is determined by using a separate account for impairment 
losses (credit losses). 

Loans and receivables, as well as held–tomaturity investments which 
are measured at amortised cost, are individually tested for impair
ment at each balance sheet date. receivables, against which no im
pairment allowance was made, but for which the possibility of 
impairment exists due to their specific credit risk (related for exam
ple to the type of activity or structure of the clients) are tested for 
impairment as a group (assets’ portfolio).
An impairment allowance is reversed, if in subsequent periods the 
impairment is reduced, and this reduction may be attributed to 
events occurring after recognition of the impairment allowance. 
The reversal of an impairment allowance is recognised in profit or loss.

2.2.5.6 Embedded derivatives

Initial recognition of derivatives
embedded derivatives are separated from host contracts and ac
counted for separately as at the date of transaction, if all of the fol
lowing conditions are met:
•	 the	hybrid	(combined)	instrument	not	measured	at	fair	value,	

with changes in fair value recognised in other operating income 
or other operating costs, 

•	 the	economic	characteristics	and	risks	of	the	embedded	deriva
tive are not closely related to the economic characteristics and 
risks of the host contract, and 

•	 a	separate	instrument	with	the	same	terms	as	the	embedded	de
rivative would meet the definition of a derivative.

reassessment of contracts for possible bifurcation of embedded 
instruments is made whenever there is a significant change to the con
tract that significantly modifies cash flows arising from the contract.
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2.2.5.7 Hedge accounting

Hedging, for accounting purposes, involves proportional offsetting 
of the effects of changes in the fair value or cash flows arising from 
a hedging instrument and a linked hedged item. The types of hedges 
include fair value hedges, cash flow hedges and hedges of net in
vestment in foreign operations. financial assets which are not de
rivative financial instruments, or financial liabilities which are not 
derivative financial instruments, may be designated as hedging in
struments only for the currency risk hedging relationships.

The Group does not recognise either fair value hedges or hedges of 
net investment in foreign operations. Hedging instruments are des
ignated as cash flow hedges.

Derivatives used in cash flow hedges
in a cash flow hedge, a derivative used as a hedging instrument is 
an instrument which:
•	 hedges	the	exposure	to	volatility	of	cash	flows	which	is	attribut

able to a particular type of risk associated with a recognised asset 
or liability, or a highly probable forecast transaction, and 

•	 will	affect	reported	profit	or	loss.

Gains and losses arising from changes in the fair value of the hedg
ing instrument in a cash flow hedge are recognised as a separate 
item of equity, to the extent to which the change in fair value repre
sents an effective hedge of the associated hedged item. The portion 
which is ineffective is recognised in the income statement as other 
operating income or costs. Gains or losses arising from the hedging 
instrument in cash flow hedges are reclassified into profit or loss in 
the same period or periods in which the hedged item affects profit 
or loss.

Hedge effectiveness is the degree to which changes in the cash flows 
of the hedged item that are attributable to the hedged risk are offset 
by changes in the cash flows of the hedging instruments.
if the hedged firm commitment or forecast future transaction sub
sequently results in the recognition of a nonfinancial asset or non
financial liability in the balance sheet, then, at the time the item is 
recognised, all associated gains and losses are included in the initial 
cost or other carrying amount of the asset or liability. 

Hedge accounting includes the use of forecasted cash flow hedges. 
The designated hedges relate to the future transactions forecasted 
as assumed in the Sales Plan for a given year. These plans are pre
pared based on the production capacities for a given period. The 
Group estimates that the probability of these transactions occur
ring is very high, as from historical point of view, sales were always 
realised at the levels assumed in Sales Plans.

When entering into hedging transactions, the Group documents 
the relationship between hedging instruments and the hedged 
items, as well as the objective of entering into a particular transac
tion. The Group also documents its assessment, both at the date of 
inception of the hedge as well as on an ongoing basis, of whether 
the derivative instruments used in hedge relationships are and will 
be highly effective in offsetting changes in the cash flows of the 
hedged items.

Discontinuation of hedge accounting
derivative instruments cease to be accounted for as hedging instru
ments when they expire or are sold, terminated or settled, or when 
the Group revokes its designation of a given instrument as a hedg
ing instrument. The Group may designate a new hedging relation
ship for a given derivative, change the intended use of the derivative, 
or designate it to hedge another type of risk. in such case, for cash 
flow hedges, gains or losses which arose in the periods in which the 
hedge was effective are retained in equity until the hedged item af
fects profit or loss. 
if the hedge of a firm commitment or forecast future transaction 
ceases to exist, because the hedged item no longer meets the defini
tion of a firm commitment, or because it is probable that the fore
cast transaction will not occur, then the net gain or loss recognised 
in equity is immediately transferred to the income statement.

2.2.6 Inventories

inventories consist of the following items:
•	 materials,	
•	 semi-products	and	work	in	progress,
•	 finished	goods,	and
•	 goods	for	resale.

Inventory additions are measured in accordance with the follow
ing principles:
•	 materials	and	goods	for	resale	–	at	cost,
•	 finished	goods,	semi-products	–	at	actual	manufacturing	cost,
•	 work	in	progress	–	based	on	valuation	of	the	work-in-progress	

inventories.

Inventory disposals are measured in accordance with the follow
ing principles:
•	 materials	and	goods	for	resale	–	at	average	cost	based	on	the	

weighted average cost of a given item,
•	 finished	goods	and	semi-products	–	by	way	of	valuating	the	dif

ference between inventories closing balance and the value of any 
additions, and giving due regard to the opening balance.

Inventories are measured in accordance with the following principles:
•	 materials	and	goods	for	resale	–	at	average	cost	as	set	for	inventory	

disposal,
•	 finished	goods,	semi-products	and	work	in	progress	–	based	on	

cumulative actual manufacturing costs and giving due regard to 
the opening balance.

At the balance sheet date inventories are measured, using the above
mentioned policies, but not higher than the net realisable value. 
net realisable value is the estimated selling price in the ordinary 
course of business, less the estimated costs of completion and the 
estimated costs necessary to make the sale.

Consolidated financial statements
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2.2.7 Trade and other receivables 

trade receivables are recognised initially at fair value. After initial 
recognition, trade receivables are measured at amortised cost using 
the effective interest rate, less allowance for impairment, while 
trade receivables with the maturity period of up to 12 months from 
the receivable origination date are not discounted.
impairment allowances on trade receivables are recognised when 
there is objective evidence that an entity will not be able to collect 
all amounts due. The amount of the impairment allowance is the 
difference between the asset’s carrying amount and the present 
value of estimated future cash flows, discounted at the effective in
terest rate. 
The amount of the impairment allowance is recognised in the in
come statement. 

receivables not representing financial assets are recognised initially 
at their nominal value and measured at the balance sheet date at 
the amount due.
receivables with a maturity period of over 12 months from the bal
ance sheet date are classified as noncurrent assets. Current assets 
include receivables with a maturity period of up to 12 months from 
the balance sheet date.

Recognised as receivables are:
•	 trade receivables – these are receivables which arise from the 

principal operating activities of the Group
•	 other receivables, including:

	•	 loans	granted,
	•	 other	financial	receivables,	i.e.	receivables	meeting	the	defini

tion of financial assets, 
	•	 other	non-financial	receivables,	including	advances	for	deliv

eries and fixed assets, assets under construction, intangible 
assets, shares, receivables from employees, if they are settled 
other than by cash payment; and

	•	 prepayments.

2.2.8 Cash and cash equivalents

Cash and cash equivalents includes cash in hand and in bank ac
counts, a vista deposits, other safe current investments with original 
maturities of three months or less from the date of their placement, 
acquisition or issuance and with high liquidity. Cash and cash 
equivalents also include interest on cash equivalents. 

2.2.9 Non-current assets (or disposal groups) held for sale

noncurrent assets (or disposal groups) are classified as held for 
sale, if their carrying amount is to be recovered principally through 
sale transactions rather than through continuing use, under condi
tion that they are available for immediate sale in their present con
dition subject only to terms that are customary for sales of such 
assets (or disposal groups) and their sale must be highly probable.

before the initial classification of assets (or disposal groups) as held 
for sale, the carrying amount of the asset is measured in accord
ance with applicable standards. 
At the moment of reclassification these assets are measured at the 
lower of carrying amount and fair value less costs to sell. 

2.2.10 Impairment of non-financial assets

Goodwill and intangible assets not yet available for use, are not am
ortised, but are tested annually for impairment.

A depreciable asset is tested for impairment whenever an event or 
change in circumstances indicates that its carrying amount may not 
be recoverable. An impairment loss is recognised as the amount of 
the carrying value of the given asset which exceeds its recoverable 
amount. The recoverable amount is the higher of two amounts: fair 
value less costs to sell, and value in use. 

for the purpose of impairment assessment, assets are grouped at 
the lowest level at which they generate cash inflows that are largely 
independent of those from other assets (cashgenerating units). 
Cashgenerating units are determined separately each time an im
pairment test is to be performed.

if an impairment test indicates that the recoverable amount (i.e. the 
higher of the asset’s fair value less costs to sell and its value in use) 
of a given asset or cashgenerating unit is lower than its carrying 
amount, an impairment loss is recognised as the difference between 
the recoverable amount and the carrying amount of a given asset or 
cashgenerating unit. Any impairment loss is initially allocated to 
goodwill, if any. The remaining amount of the impairment is allo
cated to assets within the cashgenerating units proportionally to 
their share of the carrying amount of the entire unit. if such alloca
tion is made, the carrying amount of the asset may not be lower 
than the highest of the following amounts: fair value less costs to 
sell, value in use and zero.

2.2.11 Equity

equity consists of:
1. Share capital at nominal value, reflecting the effects of hyperin

flation.
2. other reserves, which consist of:

	•	 revaluation	reserve	set	at	the	fair	value	of	the	cash	flow	hedg
ing instruments in the portion reflecting an effective hedge, 
and adjusted by deferred tax, and 

	•	 revaluation	reserve	for	the	re-measurement	of	financial	assets	
classified as availableforsale to fair value, adjusted by de
ferred tax.

3. retained earnings, composed of:
	•	 undistributed	profit	or	unabsorbed	 losses	 from	previous	

years,
	•	 reserve	capital	created	in	accordance	with	the	Code	of	Com

mercial Companies,
	•	 reserve	capital	created	and	used	in	accordance	with	the	Stat

utes,
	•	 profit	or	loss	for	the	period.
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2.2.12 Liabilities

Liabilities are present obligations of the Group arising from past 
events, the settlement of which is expected to result in an outflow of 
resources embodying economic benefits.

Liabilities comprise:
•	 liabilities	arising	from	bank	loans,	other	loans	and	finance	leases,
•	 trade	payables,	
•	 other	financial	liabilities,	and
•	 other	non-financial	liabilities.

Current trade payables are recognised in the balance sheet at their 
nominal value. The carrying amount of these liabilities reflects the 
approximate amount representing the level of amortised cost, cal
culated using the effective interest rate. Current trade payables are 
not discounted.

Liabilities not classified as financial liabilities are measured at the 
amount due.

2.2.13 Accrued expenses 

Accrued expenses are due and payable liabilities arising from goods 
received or services performed, for which the payment has not yet 
been made, an invoice has not been received or a formal agreement 
reached with the supplier, including amounts due to employees.

Accruals include:
•	 remuneration	and	the	related	surcharges	paid	on	a	one-off	basis,	

relating to annual periods,
•	 accrued	costs	of	local	fees	and	taxes,	
•	 short-term	accruals	for	unused	annual	leave.

2.2.14 Deferred income

deferred income includes mainly monetary resources received to 
finance the acquisition or manufacture of assets under construction 
or development work, which are recognised as income over the pe
riods necessary to match them with the depreciation of the assets 
financed by these resources.

The value of fixed assets, assets under construction and intangible 
assets acquired for free as grants, is accounted for in accordance 
with this Policy, point 2.2.24 Government grants.

2.2.15 Provisions

Provisions are recognised when the Group has a present obligation 
(legal or constructive) as a result of a past event, such that an outflow 
of resources embodying economic benefits will be required to settle 
the obligation and a reliable estimate can be made of the amount of 
the obligation.
Provisions are recognised, in particular, in respect of the following:
future costs of mine decommissioning, i.e. after the conclusion of 
mining activities, costs of decommissioning of other technological 
facilities in the copper smelters and other facilities (jointly: decom
missioning costs) in cases where the law provides for the obligation 
to dismantle and remove such assets after the conclusion of mining 
activities and to restore the sites to their original condition,
the effects of court proceedings and of disputed issues,
guarantees granted.

Provisions are recognised in an amount representing the best esti
mate of the expenditure required to settle the present obligation at 
the balance sheet date. if the effect of the time value of money is 
material, the amount of the provision shall be the present value of 
the expenditure expected to be required to settle the obligation.

The provision for future decommissioning costs of mines and other 
facilities is recognised based on the estimated expected costs of de
commissioning of such facilities and of restoring the sites to their 
original condition. estimation of this provision is based on special
lyprepared studies using ore exploitation forecasts (for mining fa
cilities), and technicaleconomic expertise prepared either by 
specialist external firms or within the Parent entity. Provisions are 
reviewed at the balance sheet date. 

The amount of provisions set at 1 January 2004, i.e. at the transition 
date for application of ifrS for the purposes of preparing the con
solidated financial statements, recognised in the cost of property, 
plant and equipment, was calculated based on the optional exemp
tion set out in ifrS 1, „firsttime Adoption of international finan
cial reporting Standards”. beginning from 1 January 2004, all 
changes arising from changes in the amount of provisions are rec
ognised in accordance with ifriC 1.

in accordance with iAS 1, „Presentation of financial Statements” 
provisions are presented in the balance sheet as either current or 
noncurrent. 

2.2.16 Employee benefits

The Group pays retirement benefits due to oneoff retirementdisa
bility rights, coal equivalent payments and jubilee bonuses accord
ing to the Collective Labour Agreements. 
the amount of the liability due to these benefits is equal to the 
present value of the defined benefit obligation at the balance sheet 
date, and reflect actuarial gains and losses and the costs of past em
ployment. The value of defined benefit obligations is estimated at 
the balance sheet date by independent actuaries using the Projected 
unit Credit Method. The present value of the defined benefit obli
gation is determined by discounting estimated future cash outflow 
using the interest rates on treasury bonds expressed in the currency 
of future benefit payment, with maturities similar to those of the 
liabilities due to be paid. According to iAS 19, the discount rate 
should be based on the market yields of highly liquid commercial 
bonds with low risk. Should there be no developed market for such 
bonds, and such a situation does exist in Poland, the interest rate 
on government bonds at the balance sheet date should be applied. 

Actuarial gains and losses increase or decrease costs recognised in 
the income statement in the period in which they arose.

Costs of past employment related to defined benefit plans are ac
counted for in the income statement systematically, using the 
straightline method, over the period until the benefits become 
vested.

retirement benefits due to employees under defined contribution 
plans:
the Parent entity participates in an employee retirement Plan. 
With respect to this Plan, the Parent entity has no legal or construc
tive obligation to pay any employee benefits if the related insurance 
firm does not have sufficient assets to cover its obligations in re
spect of the Plan participants after their period of employment. 

Consolidated financial statements
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2.2.17 Income taxes (including deferred tax)

income taxes in the income statement comprise: current tax and 
deferred tax.

Current income tax is calculated in accordance with current tax 
laws. 

deferred tax is determined using tax rates (and laws) that are expect
ed to apply to the period when the asset is realised or the liability is 
settled based on tax rates (and tax laws) that have been enacted or 
substantively enacted by the balance sheet date.

deferred tax liability is recognised for all taxable temporary differ
ences between the tax bases of assets and liabilities and their carry
ing amounts in the financial statements. this liability is not 
discounted.
deferred tax asset is recognised for all deductible temporary differ
ences between the tax bases of assets and liabilities and their carry
ing amounts in the financial statements. deferred tax assets are 
recognised to the extent that it is probable that taxable profit will be 
available against which the deductible temporary differences and 
carryforward of unused tax losses can be utilised. 

deferred tax assets and deferred tax liabilities are recognised irre
spective of the period in which their realisation is to occur.

deferred tax assets and deferred tax liabilities are not recognised if 
they arise from the initial recognition of an asset or liability in 
a transaction that:
•	 is	not	a	business	combination,	and	
•	 at	the	time	of	the	transaction,	affects	neither	the	accounting	

profit nor taxable profit. deferred tax liability is likewise not rec
ognised on temporary differences arising from the initial recog
nition of goodwill.

deferred tax is recognised in the income statement for a given pe
riod, unless the deferred tax: 
•	 arises	from	transactions	or	events	which	are	directly	recognised	

in equity – in which case the deferred tax is also recognised in 
the appropriate equity item, or 

•	 arises	from	a	business	combination	–	in	which	case	the	deferred	
tax affects goodwill or the excess of interest in the fair value of 
net assets over the cost of acquisition.

deferred tax assets and deferred tax liabilities are offset if the enti
ties of the Group have a legally enforceable right to set off current 
tax assets against current tax liabilities, and if the deferred tax as
sets and deferred tax liabilities relate to income taxes levied by the 
same taxation authority.

2.2.18 Contingent items and other off-balance sheet items

Contingent liabilities are:
a) possible obligations that arise from past events and whose exist

ence will be confirmed only by the occurrence or nonoccur
rence of one or more uncertain future events not wholly within 
the control of the entity, or

b) a present obligation that arises from past events but is not recog
nised because: 
	•	 it	is	not	probable	that	an	outflow	of	resources	embodying	eco

nomic benefits will be required to settle the obligation, or 
	•	 the	amount	of	the	obligation	(liability)	cannot	be	measured	

with sufficient reliability.

The contingent liabilities include, among others:
•	 guarantees	and	promissory	notes	issued	for	the	benefit	of	third-

parties in connection with contracts,
•	 liabilities	due	to	compensation	for	damages	arising	in	the	course	

of business activities, resulting from matters which remain unre
solved,

•	 conditionally-suspended	penalties	for	economic	use	of	natural	
environment,

•	 liabilities	arising	from	implementation	contracts,	calculated	
based on future outcome, and

•	 other	contingent	liabilities	arising	from	the	contracts.

other offbalance sheet liabilities include, among others:
•	 liabilities	towards	the	State	Treasury	due	to	perpetual	usufruct	of	

land,
•	 liabilities	towards	local	government	entities	due	to	payments	in	

respect of perpetual usufruct of land acquired for a fee on a sec
ondary market, expressed in the total amount of future minimum 
payments arising from contracts,

•	 liabilities	towards	other	entities	due	to	payments	arising	from	
noncancellable operating lease contracts, expressed in the total 
amount of future minimum payments arising from the contract.

2.2.19 Revenues

revenues from sales are recognised at the fair value of the consid
eration received or receivable, less vAt, rebates and discounts. Sales 
revenues are adjusted for the gain or loss from the settlement of 
derivative instruments hedging future cash flows, in accordance 
with the general principle that the portion of gain or loss on a deriva
tive hedging instrument that is determined to be an effective hedge 
is recognised in the same item of income statement in which the 
gain or loss on the hedged item is recognised at the moment when 
the hedged item affects profit or loss.

recognised in sales revenues are revenues arising from ordinary 
operating activities of the Group, i.e. revenues from sales of products, 
services, goods for resale and materials, reflecting any rebates grant
ed and any other decreases in selling prices. 

in addition, revenue for the given reporting period which affects 
the financial result of the period includes
other operating income and gains, which are indirectly related to 
the activities carried out, in particular:
•	 income	and	gains	from	investments,	
•	 gains	from	the	measurement	and	realisation	of	trading	derivative	

instruments and the ineffective portion of gains from the realisa
tion and remeasurement to fair value of derivative hedging in
struments,
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•	 foreign	exchange	gains,	with	the	exception	of	exchange	differ
ences arising on liabilities representing sources of finance for the 
Group’s activities,

•	 reversal	of	impairment	losses	on	held-to–maturity	investments,	
financial assets available for sale, and loans,

•	 release	of	unused	provisions,	previously	charged	to	other	operat
ing costs, and

•	 gains	on	disposal	of	property,	plant	and	equipment	and	intangi
ble assets,

finance income, representing primarily income related to financ
ing of the activities of the Group, including: 
•	 net	foreign	exchange	gains	arising	exclusively	on	liabilities	from	

sources of financing of the Group’s activities (loans, bank loans, 
bonds, finance leases etc.),

•	 gains	on	realisation	and	re-measurement	to	fair	value	of	deriva
tive hedging instruments used to hedge liabilities financing the 
Group’s activities.

Revenues from the sale of products, goods for resale and materi-
als are recognised when:
•	 the	Group	has	transferred	to	the	buyer	the	significant	risks	and	

rewards of ownership of the goods for resale, finished goods and 
materials,

•	 the	Group	has	ceased	to	have	a	continued	involvement	in	the	
management of goods for resale, finished goods and materials 
sold to the extent usually associated with inventory management 
function, and does no longer exercise effective control over those 
items,

•	 the	amount	of	revenue	can	be	measured	in	a	reliable	manner,
•	 it	is	probable	that	the	economic	benefits	associated	with	the	

transaction will flow to the Group, and
•	 the	costs	incurred	or	to	be	incurred	in	respect	of	the	transaction	

can be measured reliably.

Revenues from the sale of services are recognised when:
•	 the	amount	of	revenue	can	be	measured	reliably,
•	 it	is	probable	that	the	economic	benefits	associated	with	the	

transaction will flow to the Group,
•	 the	stage	of	completion	of	the	transaction	at	the	balance	sheet	

date can be measured reliably, and 
•	 the	costs	connected	with	the	transaction	and	the	costs	to	com

plete the transaction can be measured
•	 reliably.

interest income is recognised on an accruals basis, using the effec
tive interest method. 

income from dividends is recognised when the shareholder's right 
to receive payment is established.

2.2.20 Costs

The Group recognises as costs any probable decrease, in the report
ing period, of economic benefits of a reliablydetermined amount, 
in the form of a decrease in the value of assets, or an increase of pro
visions and liabilities, which lead to a decrease in equity or an in
crease in negative equity in a manner other than the withdrawal of 
funds by its shareholders or owners.
Costs are recognised in profit or loss based on the direct relation 
between costs incurred and specific income achieved, i.e. applying 
the matching principle, through prepayments and accruals. 

Costs are accounted for both by type and by the cost centres, and 
are reported in the income statement using the costs by function 
(cost of sales) format as the primary cost reporting format. 

The total cost of products, goods for resale and materials sold (cost 
of sales) comprises:
•	 the	manufacturing	cost	of	products	sold,
•	 the	cost	of	goods	for	resale	and	materials	sold,
•	 selling	costs,	and
•	 administrative	expenses.

in addition, costs for the given reporting period which affect the 
financial result of the period include:
other operating costs and losses, indirectly connected with oper
ating activities, including in particular:
•	 losses	on	financial	investments,
•	 losses	from	the	measurement	and	realisation	of	traded	derivative	

instruments and the ineffective portion of losses arising from 
the realisation and remeasurement to fair value of derivative 
hedging instruments,

•	 foreign	exchange	losses,	with	the	exception	of	exchange	differ
ences arising on liabilities representing sources of finance for the 
Group’s activities,

•	 impairment	losses	on	held-to–maturity	investments,	financial	
assets available for sale, loans and other investments,

•	 provisions	recognised	for	contested	issues,	penalties,	compensa
tion and other costs indirectly related to operating activities,

•	 donations	granted,
•	 losses	on	disposal	of	property,	plant	and	equipment	and	intangi

ble assets,
and also finance costs related to financing of the activities of the 
Group, including in particular: 
•	 overdraft	interest,
•	 interest	on	short-	and	long-term	loans,	credits	and	other	sources	

of finance, including discounted liabilities,
•	 net	foreign	exchange	losses	arising	on	liabilities	from	sources	of	

financing of the Group’s activities,
•	 changes	in	the	level	of	provisions	arising	from	the	approach	of	

the time to settle the obligation (the socalled unwinding of the 
discount effect).

Consolidated financial statements
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2.2.21 Foreign currency transactions and the measurement 
of items denominated in foreign currencies 

Functional and presentation currency
items included in the financial statements are measured using the 
currency of the primary economic environment in which the Group 
operates, i.e. in the functional currency. The financial statements 
are presented in the Polish zloty (PLn), which is the functional and 
presentation currency of the Group.

Transactions and balances
At the moment of initial recognition, foreign currency transactions 
are translated into the functional currency:
•	 at	the	buy	or	sell	exchange	rate	applied	by	the	bank	in	which	the	

transaction occurs, in the case of the sale or purchase of curren
cies and the payment of receivables or liabilities,

•	 at	the	average	exchange	rate	set	for	a	given	currency	by	the	NBP	
(national bank of Poland) prevailing on the date of the transac
tion. The exchange rate prevailing on the date of the transaction 
is the average nbP rate announced on the last working day pro
ceeding the transaction day.

At each balance sheet date:
•	 foreign	currency	monetary	items	are	translated	at	the	closing	

rate prevailing on that date, i.e. the average exchange rate set for 
a given currency by the nbP, 

•	 non-monetary	items	measured	at	historical	cost	in	a	foreign	cur
rency are translated using the exchange rate (i.e. average exchange 
rate set for a given currency by the nbP) prevailing on the trans
action date, and 

•	 non-monetary	items	measured	at	fair	value	in	a	foreign	currency	
are translated using the exchange rate (i.e. average exchange rate 
set for a given currency by the nbP) at the date when the fair 
value was determined.

foreign exchange gains or losses arising on the settlement of a for
eign currency transaction, or on the measurement and translation 
of foreign currency monetary assets and liabilities (other than de
rivatives) denominated in a foreign currency, are recognised in 
profit or loss. foreign exchange gains or losses arising on the meas
urement and translation of foreign currency derivatives, are recog
nised in profit or loss as a remeasurement to fair value provided 
they do not represent the change in the fair value of the effective cash 
flow hedge or a hedge in a net investment in a foreign operation. in 
such a case they are recognised in equity, in accordance with hedge 
accounting principles.
foreign exchange gains or losses arising on nonmonetary items, 
such as equity instruments measured at fair value through profit or 
loss, are recognised as an element of changes in fair value. exchange 
differences arising on nonmonetary items, such as equity instru
ments classified as financial assets available for sale, are recognised 
in revaluation reserve at fair value.

2.2.22 Borrowing costs 

borrowing costs (i.e. costs which include interest and other costs 
incurred by an entity due to the borrowing of monetary items) are 
recognised in the costs of the period in which they are incurred.

2.2.23 Leases

A lease is classified as a finance lease if it transfers to the lessee sub
stantially all of the risks and rewards incidental to ownership of 
assets. The leased asset is capitalised at the inception of the lease at 
an amount equal to the fair value of the leased asset or, if lower, the 
present value of the minimum lease payments.
A depreciable asset acquired in a finance lease is depreciated over 
the shorter of its useful life and the lease term. 
Where the substantial part of the risks and rewards incidental to 
ownership of an asset is retained by the lessor, the lease contract is 
classified as an operating lease. 

2.2.24 Government grants

Monetary government grants for financing assets are presented in 
the balance sheet as deferred income.

Government grants are not recognised until there is a reasonable 
assurance that the entity will comply with the conditions attaching 
to them, and that the grants will be received.

Monetary government grants are recognised systematically as in
come over the periods necessary to match them with the related 
costs which they are intended to compensate, on a systematic basis. 
They are not credited directly to equity.

A government grant that becomes receivable as compensation for 
expenses or losses already incurred or for the purpose of giving 
immediate financial support to the entity with no future related 
costs is recognised as income of the period in which it becomes 
receivable, together with disclosure of this fact.

Grants related to income are presented as income, separately from 
the related costs which the grants are intended to compensate. 
Grants are recognised as income regardless of whether they were 
received in the form of cash or as a decrease of liabilities.

nonmonetary grants are recognised in the accounts in their nom
inal value, i.e. in the amount of the fee paid.
The principles of utilisation of Co2 are presented in note 2, point 
2.2.26.

2.2.25 Segment reporting

The activities of the Group are arranged by business segment, i.e. 
a distinguishable component of the activities of the Group that is 
engaged in providing products or services, and that is subject to risks 
and returns that are different from those of other business seg
ments. 

Geographical segments are identified in the consolidated financial 
statements as a distinguishable component of the activities of the 
Group that is engaged in providing products or services within 
a particular economic environment, and that is subject to risks and 
returns that are different from those of components operating in 
other economic environments.

Three business segments have been identified for internal reporting 
purposes:
Segment I – copper, precious metals, other smelter products – ex
traction, the processing of copper and precious metals, the produc
tion of nonferrous metals, copper trade and copper promotion;
Segment II – telecommunications and it services – the provision of 
telecommunications services, telecommunications, it services;
Segment III – other sectors, comprising the activities of Group sub
sidiaries which are not encompassed by segments i and ii.
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2.2.26 Emission rights

The entities of the Group participate in a programme to limit emis
sions of carbon dioxide based on the Kyoto protocols of 11 december 
1997, which commit government bodies, including those in Poland, 
to control and reduce emission of greenhouse gases. based on 
signed agreements the goal was established to reduce the emissions 
of carbon dioxide to a specified level. As a result, the Polish govern
ment allocates emission allowances in an amount covering the per
mitted carbon dioxide emission limit. emission rights are granted 
for successive reporting periods (the first being the threeyear pe
riod 20052007, and fiveyear periods thereafter) in exchange for 
the payment of fees in an amount representing a multiple of the 
rates for the emission of carbon dioxide and the amount of allow
ances granted.

The emission allowances received from the government and the 
related nonmonetary government grants are measured at their 
nominal amount, i.e. at the amount of the fee paid. Allowances 
which are purchased on a secondary market are measured at cost. 
over the time of emission of pollutants, the Group entities recog
nise a respective liability at the carrying amount of the allowances 
to be utilised to cover this liability. Should the amount of allow
ances be insufficient, the liability is measured at the fair value of the 
allowances at the balance sheet date plus any costs and potential 
penalties due to insufficient emission rights required to settle the 
respective liability. utilisation of emission allowances is accounted 
for on a fifo basis.

2.2.27 Earnings per share

earnings per share for each period are calculated by dividing the profit 
for the given period attributable to the shareholders of the Parent 
entity by an average weighted number of shares in that period.

2.2.28 Cash flow statement

Cash flows from operating activities are presented using the indi
rect method.

2.2.29 Capital management

The Group manages its capital in order to maintain the capacity to 
continue its operations, including the realisation of planned invest
ments, in a manner enabling it to generate returns for the share
holders and benefits to other stakeholders.

in accordance with a market practice, the effective use of capital is 
monitored, among others, based on:
1. The equity ratio, calculated as the relation of net tangible assets 

(equity less intangible assets) to total assets, and
2. The ratio showing the relationship of borrowings and finance 

lease liabilities to ebitdA. ebitdA is operating profit plus de
preciation and amortisation.

3. Adjustment of prior period errors, changes in accounting 
policies

in 2007 the following was carried out:
a) adjustments of prior periods errors, respect of:

	•	 changes	in	the	interpretation	of	IAS	12	§39	and	§42	respecting	
the recognition of deferred tax liabilities on the measurement 
of investments in associated entities accounted for using the 
equity method. As a result of this change equity increased as 
at 1 January 2006 by PLn 93 597 thousand, and profit for 
2006 decreased by PLn 45 809 thousand,

	•	 adjustment	to	depreciation	concerning	differences	in	the	meas
urement of fixed assets transferred as a contribution in kind 
from KGHM Polska Miedź S.A. as an increase in the share capi
tal of the following subsidiaries: „energetyka” sp. z o.o., PoL
MiedŹ trAnS Sp. z o.o. and „MiedZioWe CentruM 
ZdroWiA” S.A. As a result of this adjustment there was an 
increase in equity as at 1 January 2006 by PLn 17 226 thousand 
and in profit for 2006 by PLn 4 711 thousand,

	•	 recognition	of	provisions	for	liabilities	due	to	premiums	to	the	
Social insurance institution (ZuS) on the income of employ
ees increased by the costs of their quatering and travel to 
a worksite whose distance from their residence prevents them 
from daily travel to and from work. As a result of this adjust
ment equity decreased as at 31 december 2006 by PLn 2 626 
thousand,

	•	 increase	of	provisions	for	liabilities	due	to	social	insurance	
premiums to ZuS on player contracts. As a result of this ad
justment equity decreased as at 31 december 2006 by PLn 
4 182 thousand,

	•	 determining	the	expected	extent	of	realisation	of	the	deferred	
tax asset and recognition of the deferred tax asset on all tem
porary differences. As a result of this adjustment there was an 
increase in equity as at 1 January 2006 by PLn 154 753 thou
sand and in profit for 2006 by PLn 11 001 thousand,

	•	 an	adjustment	to	impairment	of	property,	plant	and	equip
ment and of receivables. As a result of this adjustment equity 
increased as at 1 January 2006 by PLn 21 916 thousand, and 
profit for 2006 decreased by PLn 596 thousand,

	•	 an	adjustment	in	the	depreciation	period	of	perpetual	usufruct	
of land in subsidiaries to depreciation principles in the Group. 
As a result of this adjustment there was an increase in equity 
as at 1 January 2006 by PLn 1 412 thousand and in profit for 
2006 by PLn 70 thousand.

b) changes in policies of presentation of:
	•	 commodity	derivative	instruments,	whose	settlement	falls	on	

the second working day after the balance sheet date, not as 
previously under derivative instruments but under receivables 
on unsettled derivative instruments,

	•	 held-for-trade	derivative	instruments	with	a	maturity	of	over	
12 months, which are not subject to hedge accounting princi
ples in accordance with iAS 39. in order to emphasise their 
long term nature, the Group presents them under noncur
rent assets/liabilities due to derivative instruments, thereby 
decreasing as at 31 december 2006 current assets and liabilities 
due to derivative instruments, and simultaneously increasing 
noncurrent assets and liabilities due to derivative instru
ments.
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AMoUnt oF ADJUStMentS In tHe StAteMentS  
PReSenteD In tHe PRIoR PeRIoDS
Item oF FINaNcIaL statemeNts

amount presented
    in the annual 
report rs 2006

amount of adjustments
 due to prior periods errors 

and changes  
to presentation 

amount after  
application 
of changes

CONSOlIDATED BAlANCE SHEET – ASSETS 12 993 687 234 182 13 227 869

NoN-curreNt assets 7 169 607 233 255 7 402 862

Property, plant and equipment 6 005 298 46 988 6 052 286

Intangible assets 125 615 399 126 014

Investment property 18 853  18 853

Investments in associates 690 074  690 074

Deferred tax assets 174 730 213 738 388 468

available-for-sale financial assets 92 932  92 932

held-to-maturity investments 32 213 (32 169) 44

Derivative financial instruments 16 411 605 17 016

trade and other receivables 13 481 3 694 17 175

curreNt assets 5 799 573 927 5 800 500

Inventories 1 768 750  1 768 750

trade and other receivables 1 403 112 1 532 1 404 644

current corporate tax receivables 4 860  4 860

held-to-maturity investments 19 070  19 070

Derivative financial instruments 282 650 (605) 282 045

cash and cash equivalents 2 321 131  2 321 131

NoN-curreNt assets heLD For saLe 24 507  24 507

CONSOlIDATED BAlANCE SHEET – EquITY AND lIABIlITIES 12 993 687 234 182 13 227 869

eQuItY 8 262 402 251 510 8 513 912

share capital 2 000 000  2 000 000

other reserves (431 161)  (431 161)

retained earnings 6 648 838 251 473 6 900 311

minority interest 44 725 37 44 762

NoN-curreNt LIaBILItIes 1 541 979 11 311 1 553 290

trade and other payables 15 361 1 378 16 739

Borrowings and finance lease liabilities 150 568  150 568

Derivative financial instruments 881 605 1 486

Deferred tax liabilities 21 392 5 146 26 538

Liabilities due to employee benefits 864 950  864 950

Provisions for other liabilities and charges 488 827 4 182 493 009

curreNt LIaBILItIes 3 186 004 (28 639) 3 157 365

trade and other payables 1 532 723 178 437 1 711 160

Borrowings and finance lease liabilities 54 756  54 756

current corporate tax liabilities 402 842  402 842

Derivative financial instruments 1 047 123 (210 020) 837 103

Liabilities due to employee benefits 72 603  72 603

Provisions for other liabilities and charges 75 957 2 944 78 901

LIaBILItIes assocIateD WIth NoN-curreNt assets heLD For saLe 3 302  3 302
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AMoUnt oF ADJUStMentS In tHe StAteMentS  
PReSenteD In tHe PRIoR PeRIoDS
Item oF FINaNcIaL statemeNts

amount presented
    in the annual 
report rs 2006

amount of adjustments
 due to prior periods   
errors and changes 

to presentation 

amount after  
application 
of changes

CONSOlIDATED INCOME STATEMENT
sales 12 862 861 38 12 862 899

costs of sales (7 763 980) 3 762 (7 760 218)

selling costs (193 001)  (193 001)

administrative expenses (697 769) 527 (697 242)

other operating income 174 644 (688) 173 956

other operating costs (211 969) (151 490) (363 459)

Finance costs - net (180 445) 153 343 (27 102)

share of profits of associates accounted for using the equity method 220 780  220 780

ProFIt BeFore INcome taX 4 211 121 5 492 4 216 613

Income tax expense (701 118) (36 115) (737 233)

ProFIt For the PerIoD 3 510 003 (30 623) 3 479 380

earNINGs Per share attrIButaBLe to the sharehoLDers  
oF the PareNt eNtItY DurING the PerIoD (PLN per share)

– basic / diluted 17.55 (0.15) 17.40

4. Important estimates 
4.1 Classification and measurement of financial instruments

in accordance with the guidelines of iAS 39 relating to the classifi
cation of nonderivative financial instruments with fixed or deter
minable payments, these assets are classified as heldtomaturity 
investments. in making this judgement, the intended use and pos
sibility of holding such investments to maturity are evaluated.

Should the Group fail to hold such instruments to maturity, apart 
from the situation described in iAS 39, it would have to reclassify 
all such assets recognised in this group as availableforsale. in such 
a situation, the reclassified investments would be measured at fair 
value, and not at amortised cost.

4.2 Estimation of provisions

1. Provisions for future employee benefits – retirement or disability 
benefits, jubilee bonuses and postemployment coal equivalent 
payments are estimated using actuarial methods. A change in 
the financial factors being the basis for estimation, i.e. 

•	 an	increase	in	the	discount	rate	by	1%	and	an	increase	by	1%	in	
the coal price and wages increase rate would cause an increase in 
the provision by PLn 3 573 thousand, 

•	 a	decrease	in	the	discount	rate	by	1%	and	an	increase	by	1%	in	
the coal price and wages increase rate would cause an increase in 
the provision by PLn 241 712 thousand, 

•	 an	increase	in	the	discount	rate	by	1%	and	a	decrease	by	1%	in	
the coal price and wages increase rate would cause a decrease in 
the provision by PLn 167 076 thousand, 

•	 a	decrease	in	the	discount	rate	by	1%	and	a	decrease	by	1%	in	the	
coal price and wages increase rate would cause a decrease in the 
provision by PLn 3 605 thousand. 

2. Provisions for decommissioning costs of mines and other facilities.
 These provisions represent the equivalent of the estimated future 

decommissioning costs of mines and other facilities, discounted 
to present value. revaluation of these provisions at the balance 
sheet date is affected by the following indicators:

a) the index of changes in prices in the constructionassembly sec
tor published by Main Statistical office (GuS),

b) the real discount rate calculated based on the nominal percent
age rate and on the rate of inflation (a quotient of the nominal 
rate and inflation), where:

•	 the	nominal	percentage	rate	is	based	on	3M	WIBOR	published	
by the reuters news service on the last day of the month in 
which the provision is measured, plus an average margin applied 
to bank loans drawn by KGHM Polska Miedź S.A.,

•	 the	rate	of	inflation	is	determined	for	the	last	12	months	(current	
to base period), based on the data published by GuS.

if the real discount rate used to estimate the amount of the provi
sions for decommissioning costs of mines and other facilities de
creased by 0.1%, the carrying amount of the provisions for 
decommissioning costs would be PLn 15 269 thousand higher.

4.3 Deferred tax assets/liabilities 

The deferred tax assets/liabilities are measured using the tax rates 
which are expected to apply at the moment when the asset is real
ised or the liability is settled, based on tax laws that have been en
acted or substantively enacted at the balance sheet date.

The probability of realising deferred tax assets is considered certain.

4.4 Presentation

The Group recognises income and costs related to financial invest
ments under other operating activities in the income statement on 
the grounds that these activities (in particular investments in the 
telecom sector) are connected with the operating activities of the 
Group. detailed principles of recognition of income and costs have 
been described in note 2 point 2.2.19 and 2.2.20.
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5. Composition of the KGHM Polska Miedź S.A. Group  
– subsidiaries

KGHM Polska Miedź S.A., as a Parent entity of the Group, fully con
solidated 25 subsidiaries in the current period.

entItY
HeAD  
oFFIce

ScoPe oF ActIvItIeS
% of share  

capital held
% of voting  
rights held

KGhm cuPrum sPÓŁKa Z o.o. – cBr Wrocław r&D activities 100.00 100.00

KGhm PoLIsh coPPer LtD. Londyn copper trading 100.00 100.00

“mIeDZIoWe ceNtrum ZDroWIa” s.a. Lubin medical services 100.00 100.00

KGhm ecoreN s.a. Lubin
production of other products  
from non-metallic mineral resources

100.00 100.00

“eNerGetYKa” sP. Z o.o. Lubin
generation, distribution and sale  
of electricity and heat

100.00 100.00

cBJ sP. Z o.o. Lubin technical research and analyses 100.00 100.00

KGhm KuPFerhaNDeLsGes m.B.h. Wiedeń copper trading 100.00 100.00

PoL-mIeDŹ-traNs sP. Z o.o. Lubin transportation services 100.00 100.00

DIaLoG s.a. Wrocław
telecommunications services, telecommuni-
cations, It and information services

100.00 100.00

KGhm coNGo s.P.r.L. Lubumbashi ore extraction services 99.98 99.98

KGhm metraco s.a. Legnica trade, agency and representative services 100.00 100.00

“ZaGŁĘBIe” LuBIN ssa Lubin
participation in and organisation  
of professional sporting events

100.00 100.00

INterFerIe s.a. Lubin tourism, hotel and spa services 65.67 65.67

PeBeKa s.a. Lubin
underground and mining construction, 
construction of tunnels

100.00 100.00

DFm ZaNam-LeGmet sP. Z o.o. Polkowice repair and manufacture of machinery 100.00 100.00

INoVa sPÓŁKa Z o.o. Lubin
inspections and control of machinery,  
r&D work

100.00 100.00

DKe sPÓŁKa Z o.o. oława
collection of municipal and industrial waste, 
processing, storage and utilisation of waste

50.33 50.33

WFP heFra s.a. Warszawa

production and sale of rust-proof, silver-
plated and semi-silver-plated table settings, 
from man-made materials and ceramics, 
finished and semi-finished products and 
services

97.52 97.52

WaLcoWNIa metaLI NIeŻeLaZNYch 
sPÓŁKa Z o.o.

Gliwice production of sheeting 84.37 84.37

PhP “mercus” sP. Z o.o. Polkowice
trade, production  
of bundled electrical cables

100.00 100.00

Phu “LuBINPeX” sP. Z o.o. Lubin retail trade in food items, catering services 100.00 100.00

Wm “ŁaBĘDY” s.a. Gliwice
production of non-ferrous metals,  
products from non-ferrous metals, services

88.92 88.92

aVIsta meDIa sP. Z o.o. Wrocław
design, implementation and servicing  
of IPtV systems (interactive television)

100.00 100.00

VIVID.PL s.a. Warszawa internet shop 100.00 100.00

KGhm LetIa s.a. Legnica promotion of innovation 94.95 94.95
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Effects of changes in the structure of the KGHM Polska Miedź S.A. 
Group during the reporting period

Removal from the National Court Register of „Energetyka Spółka 
Specjalnego Przeznaczenia” sp. z o.o.
on 29 June 2007 energetyka Spółka Specjalnego Przeznaczenia sp. 
z o.o. in liquidation in Lubin was removed from the national Court 
register. This entity, from the moment of its establishment in 2005 
to the conclusion of the liquidation process, neither undertook nor 
pursued business activity. 

Registration of increase in capital
on 26 June 2007 an increase in capital was registered for 
WM „ŁAbĘdy” S.A. through the issuance of 3 093 612 shares with 
a face value of PLn 10 each.
All of the new shares were acquired by KGHM ecoren S.A. through 
the transfer as a contribution in kind of the shares of Walcownia 
Metali nieżelaznych spółka z o.o.
As a result of acquiring these new shares, the share of KGHM 
ecoren S.A. in the share capital of WM „ŁAbĘdy” S.A. increased 
by 14.42% and amounts to 88.92%. The effect of this acquisition in 
the amount of PLn (338) thousand was recognised in goodwill.
following the transfer of ownership of the abovementioned shares, 
KGHM ecoren S.A. no longer owns any of the shares of Walcownia 
Metali nieżelaznych spółka z o.o., while the share of WM „ŁAbĘdy” S.A. 
in the share capital and in the number of votes at the general share
holders’ meeting of Walcownia Metali nieżelaznych spółka z o.o. 
amounts to 94.88%. The indirect share of the Group in the share capi
tal of Walcownia Metali nieżelaznych spółka z o.o. decreased as 
a result of this transaction by 1.65% in favour of the minority interest. 
The loss from the disposal of shares in the amount of PLn (872) 
thousand was recognised in other operating costs. 

InFoRMAtIon on bUSIneSS SeGMentS 
for the period from 1 January to 31 December 2007

copper and precious 
metals, other smelter 

products

telecom  
and It services

other eliminations
consolidated  

amount

reVeNue

external sales 12 331 100 494 173 668 855 13 494 128

Inter-segment sales 123 803 3 943 1 481 453 (1 609 199)

totaL reVeNue 12 454 903 498 116 2 150 308 (1 609 199) 13 494 128

resuLt

segment result 5 453 763 63 092 171 921 (424 340) 5 264 436

unallocated expenses of Group as a whole    (737 483)

oPeratING ProFIt 4 526 953

Finance cost  net     (35 159)

share of profit of associates 264 191 902  265 093

ProFIt BeFore INcome taX 4 756 887

Income tax expense (821 371)

ProFIt For the PerIoD 3 935 516

6. Information on business segments 

Registration of KGHM LETIA Legnicki Park Technologiczny 
spółka akcyjna
on 29 August 2007, the regional Court for Wrocławfabryczna in 
Wrocław, Section ix (economic) of the national Court register is
sued a decision on entering the following company into the regis
ter of entrepreneurs: KGHM LetiA Legnicki Park technologiczny 
spółka akcyjna with its registered head office in Legnica.
The share capital of this newlycreated entity amounts to PLn 20 000 
thousand and is divided into 20 000 registered shares, series A, of 
PLn 1 000 each, and granting the same number of votes. KGHM 
Polska Miedź S.A. acquired 18 990 shares in this company with the 
total nominal amount of PLn 18 990 thousand, representing 94.95% 
of the share capital of this company and granting the same number of 
votes at the General Shareholders’ Meeting. KGHM LetiA Legnicki 
Park technologiczny spółka akcyjna was established on 2 July 2007.

Acquisition of shares of KGHM Metraco S.A.
on 26 September 2007, KGHM Polska Miedź S.A. acquired 53 shares 
of KGHM Metraco S.A. from minority shareholders having a nomi
nal value of PLn 500 each. The nominal value of the shares acquired 
amounts to PLn 26.5 thousand and represents 1.04 % of the share 
capital of this company. following this acquisition KGHM Polska 
Miedź S.A. owns 100 % of the share capital of KGHM Metraco S.A. 
The cost of these shares is PLn 610 thousand. The net value of ac
quired shares amounts to PLn 638 thousand. The excess of acquirer’s 
interest over the cost in the amount of PLn 28 thousand was recog
nised in the financial result.



134
Annual Report 2007

InFoRMAtIon on bUSIneSS SeGMentS 
for the period from 1 January to 31 December 2006

copper and precious 
metals, other smelter 

products

telecom  
and It services

other eliminations
consolidated  

amount

reVeNue

external sales 11 826 783 497 713 538 403 12 862 899

Inter-segment sales 144 581 4 540 1 447 895 (1 597 016)

totaL reVeNue 11 971 364 502 253 1 986 298 (1 597 016) 12 862 899

resuLt

segment result 4 609 420 70 433 393 461 (297 383) 4 775 931

unallocated expenses of Group as a whole    (752 996)

oPeratING ProFIt 4 022 935

Finance cost - net     (27 102)

share of profit of associates 219 928 852  220 780

ProFIt BeFore INcome taX 4 216 613

Income tax expense (737 233)

ProFIt For the PerIoD 3 479 380

otHeR InFoRMAtIon
copper and precious 
metals, other smelter 

products

telecom  
and It services

other eliminations
consolidated  

amount

segment assets 9 878 652 1 215 920 1 471 053 (451 086) 12 114 539

Investments in entities accounted for using the 
equity method

687 665 2 431 690 096

unallocated assets of Group as a whole 654 870

totaL coNsoLIDateD assets 13 459 505

segment liabilities 2 527 617 69 253 377 845 (222 174) 2 752 541

unallocated liabilities of Group as a whole 1 205 355

totaL coNsoLIDateD LIaBILItIes 3 957 896

capital expenditures 828 556 108 454 197 917 (16 550) 1 118 377

Depreciation of property, plant and equipment 412 272 97 921 78 001 (11 912) 576 282

amortisation of intangible assets 9 793 5 892 5 118 461 21 264

Impairment of property, plant and equipment 
and intangible assets recognised in income state-
ment

3 710 5 204 (991) 7 923

other non-cash expenses, of which: 74 367 6 389 18 008 (2 824) 95 940

– provisions recognised 49 019 98 13 388 62 505
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InFoRMAtIon  
on GeoGRAPHIcAL  
SeGMentS

revenue for the period total assets at
capital expenditures

 for the period

from 1 January 
to 31 December 2007

from 1 January 
to 31 December 2006

31 December 2007 31 December 2006
from 1 January 

to 31 December 2007
from 1 January 

to 31 December 2006

Poland 5 662 587 4 588 207 13 366 843 13 005 804 1 116 651 929 990

Germany 2 528 005 3 414 324

France 82 016 465 774

united Kingdom 722 365 636 427 68 925 167 930 12 12

czech republic 1 244 613 910 004

austria 295 088 398 696 16 379 47 941 6 316

hungary 166 685 214 515

china 852 220 940 255

other countries 1 940 549 1 294 697 7 358 6 194 1 708

totaL: 13 494 128 12 862 899 13 459 505 13 227 869 1 118 377 930 318

The geographical breakdown of revenues from sales reflects the loca
tion of end clients. The breakdown of total assets reflects their geo

graphical distribution. The breakdown of total capital expenditures 
reflects the distribution of assets.

PRoPeRtY, PLAnt AnD eQUIPMent At 31 December 2007 At 31 December 2006

Land 20 237 17 816

Buildings and constructions 3 208 274 3 085 369

technical equipment and machinery 2 475 477 2 136 206

motor vehicles 129 056 111 133

other fixed assets 52 994 48 315

assets under construction 728 314 653 447

totaL 6 614 352 6 052 286

7. Property, plant and equipment

otHeR InFoRMAtIon
copper and precious 
metals, other smelter 

products

telecom  
and It services

other eliminations
consolidated  

amount

segment assets 9 562 060 1 210 540 1 250 340 (439 433) 11 583 507

Investments in entities accounted  
for using the equity method

687 694 2 381 690 075

unallocated assets of Group as a whole 954 287

totaL coNsoLIDateD assets 13 227 869

segment liabilities 2 589 874 122 075 429 166 (236 953) 2 904 162

unallocated liabilities of Group as a whole 1 806 493

totaL coNsoLIDateD LIaBILItIes 4 710 655

capital expenditures 679 806 115 070 135 442 930 318

Depreciation of property, plant and equipment 375 988 85 171 67 313 (12 774) 515 698

amortisation of intangible assets 10 167 4 856 4 547 165 19 735

Impairment of property, plant and equipment and 
intangible assets recognised in income statement

(281) 13 402 13 933 27 054

other non-cash expenses, of which: 105 037 32 072 53 485 991 191 585

– provisions recognised 82 910 163 26 264 109 337

The principles of distinguishing of segments are described in note 2 
point 2.2.25

intersegment transactions are entered into under normal market 
conditions which also apply in relations with parties external to the 
Group.
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cHAnGeS In PRoPeRtY, PLAnt 
AnD eQUIPMent In tHe PeRIoD 
From 1 JaNuarY 2006  
to 31 DecemBer 2007

Note Land Buildings and 
constructions

technical 
equipment and 

machinery
motor vehicles

other fixed 
assets

assets under 
construction

total

at 1 JaNuarY 2006

Gross carrying amount 14 942 6 438 775 5 298 490 290 117 144 144 701 083 12 887 551

accumulated depreciation (3 577 960) (3 255 130) (190 041) (87 721) (7 110 852)

Impairment losses (121 480) (45 789) (469) (14) (11 640) (179 392)

Net carrYING amouNt 14 942 2 739 335 1 997 571 99 607 56 409 689 443 5 597 307

chaNGes IN the 2006

settlement of assets under construction 820 427 983 454 224 31 160 3 090 (917 277)

settlement of assets under construction  
– other (leases, warehouse acceptance, 
without effect)

(14 078) (14 078)

Direct purchases 1 317 3 240 26 353 3 146 4 577 914 048 952 681

reclassification from non-current assets 
classified as held for sale or included  
in a disposal group

757 4 174 6 589 169 112 11 801

Disposal (5) (2 386) (5 037) (7 618) (258) (107) (15 411)

scrapping/decommissioning or write-off (8 772) (155 978) (3 821) (4 817) (173 388)

reclassification to non-current assets 
 classified as held for sale or inclusion  
in a disposal group

(10 087) (10 087)

Donations and no-cost transfers (4 000) (529) (192) (6) (4 727)

other changes (15) 86 (5 029) (1 143) (4 657) 110 (10 648)

change in amount of provisions for costs 
of decommissioning

25 79 218 79 218

transfer between groups (7 286) 7 315 (29)

Depreciation 29 (162 836) (321 625) (21 382) (9 855) (515 698)

Decrease in accumulated depreciation 
due to scrapping, sale and other

12 008 141 591 20 944 3 749 178 292

Impairment losses 29 (57) (9 563) (24) (20 883) (30 702)

reversal of impairment losses 29 2 499 21 1 665 4 185

utilisation of impairment losses 2 163 324 353 526 3 366

at 31 DecemBer 2006

Gross carrying amount 17 816 6 931 032 5 626 398 301 731 142 156 683 779 13 702 912

accumulated depreciation (3 728 788) (3 435 164) (190 479) (93 827) (7 448 258)

Impairment losses (116 875) (55 028) (119) (14) (30 332) (202 368)

Net carrying amount 17 816 3 085 369 2 136 206 111 133 48 315 653 447 6 052 286
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GRoUPS oF PRoPeRtY,  
PLAnt AnD eQUIPMent

at 31 December 2007 at 31 December 2006

Initial cost– capital-
ised finance lease

accumulated  
depreciation

Net carrying 
amount

Initial cost– capital-
ised finance lease 

accumulated  
depreciation

Net carrying 
amount

technical equipment and machinery 11 987 10 895 1 092 10 057 6 542 3 515

motor vehicles 4 737 629 4 108 1 375 575 800

totaL 16 724 11 524 5 200 11 432 7 117 4 315

cHAnGeS In PRoPeRtY, PLAnt 
AnD eQUIPMent In tHe PeRIoD 
From 1 JaNuarY 2006  
to 31 DecemBer 2007

Note Land 
Buildings  

and  
constructions

technical 
equipment  

and machinery
motor vehicles

other  
fixed  

assets

assets under 
construction

total

chaNGes IN 2007

settlement of assets under construction 3 446 219 845 715 568 34 576 10 953 (984 388)

settlement of assets under construction  
– other (leases, warehouse acceptance, 
without effect)

(17 618) (17 618)

Direct purchases 13 499 15 313 3 781 6 961 1 051 991 1 091 545

Internally-produced 5 688 5 688

reclassification from non-current assets 
classified as held for sale or included  
in a disposal group

454 454

Disposal (981) (5 226) (17 931) (5 311) (3 504) (32 953)

Donations and no-cost transfers (179) (2) (176) 9 (5) (353)

scrapping/decommissioning or write-off (44) (15 245) (192 637) (3 599) (5 170) (9) (216 704)

reclassification to non-current assets 
 classified as held for sale or inclusion  
in a disposal group

(4 125) (63) (27) (4 215)

other changes 6 751 (891) 4 047 (223) 9 835 19 519

change in amount of provisions for costs 
of decommissioning

25 64 850 64 850

transfer between groups 1 287 (1 287)

Depreciation 29 (173 347) (367 533) (23 988) (11 414) (576 282)

Decrease in accumulated depreciation 
due to scrapping, sale and other

14 445 189 091 8 043 7 093 218 672

Impairment losses 29 (203) (3 773) (5 178) (9 154)

reversal of impairment losses 3 2 111 2 114

utilisation of impairment losses 553 3 413 96 1 12 440 16 503

at 31 DecemBer 2007

Gross carrying amount 20 237 7 212 489 6 144 468 335 503 151 155 749 273 14 613 125

accumulated depreciation (3 887 690) (3 613 606) (206 424) (98 148) (7 805 868)

Impairment losses (116 525) (55 385) (23) (13) (20 959) (192 905)

Net carrYING amouNt 20 237 3 208 274 2 475 477 129 056 52 994 728 314 6 614 352

The KGHM Polska Miedź S.A. Group as a lessee uses the following items of property, plant and equipment under finance lease agreements

impairment losses on property, plant and equipment are mainly in 
respect of the subsidiary dialog S.A., in which KGHM Polska Miedź 
owns 100% of the shares. impairment loss of PLn 180 400 thousand 
was recognised at 31 december 2005 based on a test for impairment. 
An impairment test carried out on 31 december 2006 did not indi

cate the necessity to recognise further impairment of noncurrent 
assets. However, write downs were recognised in the amount of PLn 
9 004 thousand in connection with retirement of MGW and deCt 
radio equipment, and in the amount of PLn 6 034 thousand in re
spect of design documentation recorded for projects which realisa
tion is uncertain.
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KGHM Polska Miedź S.A. Group as a lessor leased out the following property, plant and equipment based on operating lease agreements

at 31 December 2007 at 31 December 2006

cost
Depreciation for 

the period
accumulated 
depreciation

Net carrying 
amount

cost
Depreciation for 

the period
accumulated 
depreciation

Net carrying 
amount

Land 1 855 1 855 1 762 1 762

Buildings and constructions 31 093 678 17 893  13 200 36 223 813 20 943  15 280 
technical equipment  
and machinery

26 659 1 390 11 390  15 269 25 946 1 280 10 361  15 585 

motor vehicles 19 19  19   19
other property, plant  
and equipment

558 25 505  53 577 24 500  77 

total 60 184 2 093 29 807 30 377 64 527 2 117 31 823 32 704

Amount of collateral for the repayment of liabilities of the KGHM Polska Miedź S.A. Group established on property, plant and equipment was 
presented in note 22 Collateral for the repayment of liabilities.

Amount of compensation from parties external to the Group, recognised in profit or loss, with respect to property, plant and equipment 
which has been lost or impaired

FoR tHe PeRIoD
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

amount of compensation recognised in profit or loss 1 865 240

MAJoR InveStMent PRoJectS RecoGnISeD UnDeR ASSetS  
UnDeR conStRUctIon

At 31 December 2007 At 31 December 2006

construction of the sW-4 shaft 153 475 99 346

Głogów Głęboki-Przemysłowy 115 496 49 374

mining region infrastructural development 77 701 51 243

construction of office building 32 583 4 963 

Pyrometallurgy modernisation 32 159 54 142

conformatory work 27 128 10 658

conveyor belt and pipeline transport investments 19 320 53 352

modernisation of steam and water boilers 17 881  

construction of the r-XI shaft 16 842 30 985

shafts and primary equipment 14 023 34 917

modernisation of a tailings hydrotransport installation including the direct pumping of tailings 13 393 41 951

modernisation of a stadium 10 807

totaL 530 808 430 931

cAPItAL coMMItMentS At tHe bALAnce SHeet DAte  
bUt not RecoGnISeD In tHe bALAnce SHeet

At 31 December 2007 At 31 December 2006

For the acquisition of property, plant and equipment 454 100 239 252

For the acquisition of intangible assets 10 835 10 735

totaL caPItaL commItmeNts: 464 935 249 987
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Perpetual usufruct of land

At 31 december 2007, the Group entities used land under perpetual 
usufruct rights comprising a total area of 6 053 ha, including:
KGHM Polska Miedź S.A. 5 741
Subsidiaries of the Group 312

Some Group entities received perpetual usufruct rights free of charge 
based on laws in force. The land held under perpetual usufruct 
comprises industrial terrain related to the principal activities of the 
Group, which also include protective zones in which environmental 

quality standards have been transgressed due to the activities carried 
out by the Group.

due to the nature of the use of the abovementioned land, the Parent 
entity has not determined a fair value for these perpetual usufruct 
rights at 31 december 2007.
in 2007 there was no change in the total area of land used.

offbalance sheet liabilities of the Group due to the perpetual usuf
ruct of land estimated on the basis of annual fee rates and the useful 
life of the land subject to this right.

totAL vALUe oF FUtURe MInIMUM FeeS DUe to PeRPetUAL  
USUFRUct oF LAnD

At 31 December 2007 At 31 December 2006

under one year 7 130 7 658

From one to five years 28 535 33 417

over five years 437 063 484 398

totaL 472 728 525 473

FeeS DUe to PeRPetUAL USUFRUct oF LAnD  
RecoGnISeD In PRoFIt oR LoSS

At 31 December 2007 At 31 December 2006

Value of fees due to perpetual usufruct of land 6 874 6 633

8. Intangible assets

DeveLoPMent coStS At 31 December 2007 At 31 December 2006

Development working costs 1 354 4 544

Goodwill 2 918 2 579

software 22 137 21 569

acquired concessions, patents, licenses 16 657 17 746

other intangible assets 42 195 41 765

Intangible assets not yet available for use 33 970 37 811

totaL 119 231 126 014
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cHAnGeS In IntAnGIbLe  
ASSetS In tHe PeRIoD from  
1 January 2006 to 31 December 2007:

Note
Development 

costs
Goodwill software

acquired  
concessions, 

patents, licenses

other  
intangible  

assets

Intangible assets 
not yet available 

for use
total

at 1 JaNuarY 2006

Gross carrying amount 18 521 800 76 619 38 804 40 544 25 265 200 553

accumulated amortisation  (10 661) (48 868) (20 026) (2 572) (82 127)

Impairment losses (99) (3 415) (3 514)

Net carrYING amouNt 7 860 701 24 336 18 778 37 972 25 265 114 912

chaNGes IN 2006

transfer from intangible assets not yet 
available for use

135 3 772 5 386 20 (9 313)

Direct purchases 303 2 181 901 238 2 504 22 140 28 267

Disposals (450) (450)

Liquidation or write-off (1 683) (436) (21) (755) (2 895)

other changes 49 351 5 968 (281) 6 087

amortisation 29 (3 345) (7 426) (6 688) (2 276) (19 735)

Decrease in accumulated amortisa-
tion due to liquidation, sale and other

1 274 373 (298) (1 218) 131

Impairment losses 29 (409) (303) (712)

utilisation of impairment losses 409 409

at 31 DecemBer 2006

Gross carrying amount 17 276 2 981 80 905 44 758 47 831 37 811 231 562

accumulated amortisation  (12 732) (55 921) (27 012) (6 066) (101 731)

Impairment losses (402) (3 415) (3 817)

Net carrYING amouNt 4 544 2 579 21 569 17 746 41 765 37 811 126 014

chaNGes IN 2007

transfer from intangible assets  
not yet available for use

44 6 972 6 242 (13 258)

Direct purchases 95 1 134 301 4 569 20 733 26 832

other changes 339 (4) (37) (10 500) (10 202)

Disposals (481) 13 (6) (201) (675)

Liquidation or write-off (737) (2 214) (2 621) (2 571) (8 143)

amortisation 29 (3 118) (7 539) (7 632) (2 975) (21 264)

Decrease in accumulated amortisa-
tion due to liquidation, sale and other

1 074 2 016 2 627 1 645 7 362

Impairment losses 29 (67) (816) (883)

utilisation of impairment losses 190 190

at 31 DecemBer 2007

Gross carrying amount 16 197 3 320 86 806 48 674 49 591 34 786 239 374

accumulated amortisation  (14 776) (61 444) (32 017) (7 396) (115 633)

Impairment losses (67) (402) (3 225) (816) (4 510)

Net carrYING amouNt 1 354 2 918 22 137 16 657 42 195 33 970 119 231
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At 31 december 2007, the most significant item of intangible assets 
of the KGHM Polska Miedź S.A. Group is the documentation of geo
logical information on the “Głogów Głęboki” deposit, included under 
other intangible assets, with a carrying amount of PLn 30 029 thou
sand (at 31 december 2006: PLn 30 676 thousand) and the estab
lished mining rights for extracting copper ore from the “Głogów 
Głęboki” deposit with a carrying amount of PLn 4 080 thousand (at 
31 december 2006: PLn 4 167 thousand). The remaining amortisa
tion period of both items of intangible assets is 47 years.
by the decree of the Council of Ministers dated 27 december 2005 
(Journal of Laws no. 264/2005 item 2206) the Polish government 
allocated emission rights to the specific eligible business entities. in 
accordance with the national emission rights distribution Plan, 
the Group has the right to emit 1 971 900 tonnes of carbon dioxide 
in the years 2005–2007, i.e. 657 300 tonnes annually. These emis
sion rights are recognised in accordance with principles described 
in note 2, point 2.2.26. utilisation of emission rights in the years 
2005–2007 amounted to 1 753 326 tonnes. in neither accounting 
period was the annual emissions limit exceeded.

Savings under the allocated limits amount to:

for 2005 18 933  tonnes 
for 2006 58 523  tonnes
for 2007 141 118  tonnes
Total 218 574  tonnes

At 31 december 2007 the emission of carbon dioxide amounted to 
516 182 tonnes. At 31 december 2007, the market value of unutilised 
rights amounts to PLn 8 thousand. These unutilised rights of the 
Group are to be finally settled by reviewers appointed by the Minister 
of the environment in 2008. (Limit in force until 31 March 2008).

The amortisation of intangible assets utilised in the production or 
in the providing of services was recognised under cost of sales in 
the income statement (PLn 15 976 thousand). The amortisation of 
other intangible assets was recognised in administrative expenses 
(PLn 3 074 thousand) and selling costs (PLn 2 214 thousand).

 InveStMent PRoPeRtY Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Beginning of financial period 18 853 28 250

changes during the financial period (2 336) (9 397)

– re-measurement to fair value 31, 32 (2 336) 13 706

– reclassification to assets classified as held for sale according to IFrs 5 26 (23 103)

– capitalised expenditures

eND oF FINaNcIaL PerIoD 16 517 18 853

direct operating costs (including repair and maintenance costs) in
curred for investment properties which did not generate rental in
come amounted during the period from 1 January to 31 december 
2007 to PLn 385 thousand (for the period from 1 January to 31 de
cember 2006: PLn 146 thousand).

At 31 december 2007, investment property with a value of PLn 
16 517 thousand consists of land on the territory of Lubin.

The measurement of investment property located in Lubin was car
ried out by an independent, professionallyqualified valuer, holding 
valid authorisation to perform such valuation, and was estimated 
using a comparative approach, by the method of comparing pairs. 
Selection of the approach and method was based on principles set 
forth in the act on property management and the decree of the Coun
cil of Ministers regarding the principles of property valuation and 
the principles and manner of preparing a valuation survey. Market 
data was used by the valuer to perform this valuation.

9.  Investment property
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InteReStS HeLD bY tHe 
GRoUP In ASSocIAteS

country  
of incorporation

assets Liabilities sales
Profit for the 

period
Interest held 

(%)

at 31 DecemBer 2006

Polkomtel s.a. Polska 7 680 956 4 174 103 7 359 014 1 121 670 19,61

mINoVa-KsaNte spółka z o.o. Polska 9 753 1 815 16 296 2 840 30,00

7 690 709 4 175 918 7 375 310 1 124 510

at 31 DecemBer 2007

Polkomtel s.a. Polska 8 453 373 4 946 435 7 799 020 1 358 676 19,61

mINoVa-KsaNte spółka z o.o. Polska 9 740 1 635 16 760 3 006 30,00

8 463 113 4 948 070 7 815 780 1 361 682

Polkomtel S.A., in which KGHM Polska Miedź S.A. owns a 19.61% 
interest, is an associate which is accounted for using the equity 
method. The determination of significant influence is based on the 
fact that, in accordance with the shareholders agreement and the 
statutes of Polkomtel S.A., KGHM Polska Miedź S.A., through its 

representative on the Supervisory board, has influence on resolu
tions related to the operating strategy of Polkomtel S.A., which in 
turn affects its operating and financial policies. The question of 
a possible increase of the interest in Polkomtel S.A. was described 
in note 43.

InveStMentS In ASSocIAteS
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

BeGINNING oF FINaNcIaL PerIoD 690 074 931 173

share of profits of associates 265 093 220 780

changes in equity due to payment of dividend for the prior and current financial year (265 092) (461 879)

other changes 21

eND oF FINaNcIaL PerIoD 690 096 690 074

AvAILAbLe-FoR-SALe FInAncIAL ASSetS At 31 December 2007 At 31 December 2006

Non-current available-for-sale financial assets 47 155 92 932

– shares in unlisted companies 23 952 25 291

– shares in listed companies 9 455

– treasury bonds 3 076 3 107

– share in the aIG investment fund 10 665 14 191

– participation units in DWs Polska Płynna Lokata Plus investment fund 50 336

– other 7 7

totaL aVaILaBLe-For-saLe FINaNcIaL assets: 47 155 92 932

11. Available-for-sale financial assets

HeLD-to-MAtURItY InveStMentS At 31 December 2007 At 31 December 2006

NoN-curreNt heLD-to-maturItY INVestmeNts 41 44

– other securities 41 44

curreNt heLD-to-maturItY INVestmeNts 19 070

– commercial bonds 4 028

– certificates of deposit 15 042

totaL heLD-to-maturItY INVestmeNts: 41 19 114

12. Held-to-maturity investments

10. Investments in associates
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13. Derivative financial instruments

DeRIvAtIve FInAncIAL InStRUMentS Note At 31 December 2007 At 31 December 2006

NoN-curreNt assets, oF WhIch: 33 395 17 016

hedging instruments 30 308 16 411

trade instruments 3 087 605

curreNt assets, oF WhIch: 81 622 282 045

hedging instruments 68 075 95 480

trade instruments 13 547 186 565

totaL assets: 34 115 017 299 061

NoN-curreNt LIaBILItIes, oF WhIch: 3 087 1 486

hedging instruments 881

trade instruments 3 087 605

curreNt LIaBILItIes, oF WhIch: 14 335 837 103

hedging instruments 964 650 530

trade instruments 13 371 186 573

totaL LIaBILItIes: 34 17 422 838 589

transactions involving derivative financial instruments made on 
the metals market are settled on the second working day of the 
month following the month in which the average settlement price 
was determined. This means that transactions involving derivatives 
made in december 2007 were settled on 3 January 2008. As at the 

balance sheet date, these transactions were remeasured to fair 
value and recognised under trade and other receivables as receiva
bles due to unsettled derivatives, or under trade and other liabilities 
as liabilities arising from unsettled derivative financial instruments. 
for details, see note 35.1.8.
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tRADe DeRIvAtIveS
type of financial instrument

Volume/Notional
cu ['000 t], ag ['000 troz],  

currency ['000 usD]

Avg. weighted price/ex. rate1)
cu [usD/t], ag [usD/troz] 

currency [usD/PLN]

31 DecebMeR 2007 31 DecebMeR 2006

Financial assets Financial assets Financial liabilities Financial assets Financial liabilities

current current Non-current current current Non-current current current Non-current current current Non-current

DerIVatIVes – commoDItY coNtracts (metaLs) - coPPer

 swaps 97 035 (97 035)

 options

  Purchased call options 85 900

  Written  call options (85 900)

  Purchased put options 60.50 5 200 13 369  

  Written  put options 60.50 5 200 (13 371)

  Purchased put options 5.50 5 200 3 087

  Written  put options 5.50 5 200 (3 087)

totaL: 13 369 3 087 (13 371) (3 087) 182 935 (182 935)

DerIVatIVes – commoDItY coNtracts (metaLs) – sILVer

 swaps

 options

  Purchased call options

  Written  call options

  Purchased put options 3 628 605

  Written  put options (3 628) (605)

totaL: 3 628 605 (3 628) (605)

DerIVatIVes – curreNcY coNtracts- PLN/eur   

 Forwards 178 2 (10)

 options

  Purchased call options

  Written call options

  Purchased put options

  Written put options

totaL: 178 2 (10)

embedded derivative instruments

totaL traDe DerIVatIVes 13 547 3 087 (13 371) (3 087) 186 565 605 (186 573) (605)

tRADe DeRIvAtIveS
type of financial instrument

Volume/Notional
cu ['000 t], ag ['000 troz],  

currency ['000 usD]

Avg. weighted price/ex. rate1)
cu [usD/t], ag [usD/troz] 

currency [usD/PLN]

maturity date Period of profit/loss impact
31 DeceMbeR 2007 31 DeceMbeR 2006

Financial assets Financial liabilities Financial assets Financial liabilities

From till From till current current Non-current current current Non-current current current Non-current current current Non-current

DerIVatIVes –  commoDItY coNtracts (metaLs) – coPPer

 swaps 1.35 6 980.18 IV 08 IX 08 V 08 X08 (964) 6 982 (325 634)

 options

  Purchased put options 137.50 5 712.00 I 08 XI 08 II 08 XII 08 63 140 22 538

  Purchased put options 12.50 5 712.00 XII 08 XII 08 I 09 I 09 11 951 4 328

  collar contracts (294 927)

  synthetic put 32 677 5 358 (14 554) (881)

totaL:  63 140  11 951  (964)  62 197  9 686 (635 115) (881)

DerIVatIVes –  commoDItY coNtracts (metaLs) – sILVer

 swaps

 options

  Purchased put options 11 000 11.80 I 08 XI 08 II 08 XII 08 4 935 907

  Purchased put options 10 600 11.98 XII 08 XII 09 I 09 I 10 18 357 6 725

  collar contracts 1 (15 409)

totaL:  4 935  18 357  908 6 725 (15 409)  

DerIVatIVes – curreNcY coNtracts – PLN/usD

 Forwards 13 047

 options

  collar contracts 19 328 (6)

totaL:      32 375 (6)  

totaL heDGING DerIVatIVes  68 075  30 308  (964)  95 480  16 411 (650 530)  (881)

1)  The weighted average hedge contract prices/ exchange rates are aggregate amounts presented for informational purposes only. Their use in financial analysis in certain cases 
may lead to erroneous results. This relates to hedging levels and to levels of participation in option instruments, in the case of which the simulation of future settlement 
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tRADe DeRIvAtIveS
type of financial instrument

Volume/Notional
cu ['000 t], ag ['000 troz],  

currency ['000 usD]

Avg. weighted price/ex. rate1)
cu [usD/t], ag [usD/troz] 

currency [usD/PLN]

31 DecebMeR 2007 31 DecebMeR 2006

Financial assets Financial assets Financial liabilities Financial assets Financial liabilities

current current Non-current current current Non-current current current Non-current current current Non-current

DerIVatIVes – commoDItY coNtracts (metaLs) - coPPer

 swaps 97 035 (97 035)

 options

  Purchased call options 85 900

  Written  call options (85 900)

  Purchased put options 60.50 5 200 13 369  

  Written  put options 60.50 5 200 (13 371)

  Purchased put options 5.50 5 200 3 087

  Written  put options 5.50 5 200 (3 087)

totaL: 13 369 3 087 (13 371) (3 087) 182 935 (182 935)

DerIVatIVes – commoDItY coNtracts (metaLs) – sILVer

 swaps

 options

  Purchased call options

  Written  call options

  Purchased put options 3 628 605

  Written  put options (3 628) (605)

totaL: 3 628 605 (3 628) (605)

DerIVatIVes – curreNcY coNtracts- PLN/eur   

 Forwards 178 2 (10)

 options

  Purchased call options

  Written call options

  Purchased put options

  Written put options

totaL: 178 2 (10)

embedded derivative instruments

totaL traDe DerIVatIVes 13 547 3 087 (13 371) (3 087) 186 565 605 (186 573) (605)

tRADe DeRIvAtIveS
type of financial instrument

Volume/Notional
cu ['000 t], ag ['000 troz],  

currency ['000 usD]

Avg. weighted price/ex. rate1)
cu [usD/t], ag [usD/troz] 

currency [usD/PLN]

maturity date Period of profit/loss impact
31 DeceMbeR 2007 31 DeceMbeR 2006

Financial assets Financial liabilities Financial assets Financial liabilities

From till From till current current Non-current current current Non-current current current Non-current current current Non-current

DerIVatIVes –  commoDItY coNtracts (metaLs) – coPPer

 swaps 1.35 6 980.18 IV 08 IX 08 V 08 X08 (964) 6 982 (325 634)

 options

  Purchased put options 137.50 5 712.00 I 08 XI 08 II 08 XII 08 63 140 22 538

  Purchased put options 12.50 5 712.00 XII 08 XII 08 I 09 I 09 11 951 4 328

  collar contracts (294 927)

  synthetic put 32 677 5 358 (14 554) (881)

totaL:  63 140  11 951  (964)  62 197  9 686 (635 115) (881)

DerIVatIVes –  commoDItY coNtracts (metaLs) – sILVer

 swaps

 options

  Purchased put options 11 000 11.80 I 08 XI 08 II 08 XII 08 4 935 907

  Purchased put options 10 600 11.98 XII 08 XII 09 I 09 I 10 18 357 6 725

  collar contracts 1 (15 409)

totaL:  4 935  18 357  908 6 725 (15 409)  

DerIVatIVes – curreNcY coNtracts – PLN/usD

 Forwards 13 047

 options

  collar contracts 19 328 (6)

totaL:      32 375 (6)  

totaL heDGING DerIVatIVes  68 075  30 308  (964)  95 480  16 411 (650 530)  (881)

amounts may generate one set of results when the average weighted exercise price/exchange rate is assumed and another set of results when the calculation is based on actual 
exercise prices/exchange rates of options entered into by the Parent Entity.
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tRADe AnD otHeR ReceIvAbLeS Note At 31 December 2007 At 31 December 2006

Non-current trade and other receivables

trade receivables 11 767 3 007

amount retained (collateral) due to long-term construction contracts 10 963   

Deposits 15 405   

other financial receivables 1 692 1 604

Impairment allowances 35.3.6 (11 013) (403)

totaL LoaNs aND FINaNcIaL receIVaBLes, Net: 34 28 814 4 208

other non-financial receivables 59 281

Prepayments, of which: 18 198 12 686

– perpetual usufruct 15 996 8 639

Impairment allowances

totaL NoN-FINaNcIaL receIVaBLes, Net 18 257 12 967

NoN-curreNt traDe aND other receIVaBLes, Net: 47 071 17 175

current trade and other receivables

trade receivables 738 067 1 237 494

receivables due to unsettled derivative instruments 35.1.8 8 877

Loans granted 307 596

other financial receivables 45 570 18 427

Impairment allowances 35.3.6 (48 839) (70 818)

totaL LoaNs aND FINaNcIaL receIVaBLes, Net 34 743 982 1 185 699

other non-financial receivables, including: 238 501 200 481

– taxes and other charge 201 895 162 204

Prepayments 17 114 50 353

Impairment allowances (74 230) (31 889)

totaL NoN-FINaNcIaL receIVaBLes, Net 181 385 218 945

current trade and other receivables, net: 925 367 1 404 644

totaL NoN-curreNt aND curreNt traDe aND other receIVaBLes, Net 972 438 1 421 819

during the current reporting period, an impairment allowance was 
created for receivables from local councils (gminas) relating to pay
ment of tax concerning underground mines in the amount of PLn 

42 475 thousand. The Parent entity is in the course of appeal pro
ceedings concerning property tax on mines. 
The change of allowances for impairment of loans and receivables is 
presented in note 35.3.6.

14. Trade and other receivables

IMPAIRMent ALLoWAnceS on non-FInAncIAL ReceIvAbLeS
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Impairment allowances at the beginning of the period 31 889 42 852

Impairment allowances recognised in profit/loss for the period 42 564 679

Impairment allowances reversed through profit or loss for the period (129) (4 656)

Impairment allowances utilised during the period (96) (7 076)

Impairment allowances charged to costs of legal proceedings 11 90

reversal of impairment allowances charged to the costs of legal proceedings (9)

ImPaIrmeNt aLLoWaNces at the eND oF the PerIoD 74 230 31 889
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WRIte-DoWn oF InventoRIeS In tHe FInAncIAL PeRIoD Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Write-down of inventories recognised in cost of sales 29 (4 230) (7 613)

reversal of write-down recognised in cost of sales 29 1 714 1 337

InventoRIeS At 31 December 2007 At 31 December 2006

materials 189 292 196 816

semi-finished products and work in progress 1 177 498 1 223 010

Finished products 335 226 299 729

Goods for resale 42 479 49 195

totaL carrYING amouNt oF INVeNtorIes 1 744 495 1 768 750

reversal of the writedown was made due to the sale of goods for 
resale subject to revaluation at prerevaluation prices.

15. Inventories

cASH AnD cASH eQUIvALentS At 31 December 2007 At 31 December 2006

cash in hand 577 674

cash at bank 86 609 52 174

other cash 474 416

other financial assets with a maturity of up to 3 months from the date of acquisition 2 724 436 2 267 867

totaL cash aND cash eQuIVaLeNts 2 812 096 2 321 131

restricted cash and cash equivalents 2 808 1 043

other financial assets with a maturity of up to 3 months from the 
date of acquisition include deposits in the amount of PLn 2 638 137 
thousand (as at 31 december 2006: PLn 2 265 899 thousand), debt 
securities in the amount of PLn 83 628 thousand (as at 31 decem
ber 2006 there were none) and interest accrued on financial assets 

in the amount of PLn 2 671 thousand (as at 31 december 2006: 
PLn 1 968 thousand).

Components of cash and cash equivalents presented in the cash flow 
statement are the same as those presented in the balance sheet.

16. Cash and cash equivalents

Pursuant to resolution no. 31/2005 of the General Shareholders’ 
Meeting of the Parent entity dated 15 June 2005, in the consolidated 
financial statements of the Group the results of the revaluation of 
share capital in the amount of PLn 5 413 573 thousand have been 
transferred to retained earnings. As a result, as at 31 december 2006 
the share capital presented in the consolidated financial statements 
amounted to PLn 2 000 000 thousand. As there is no such resolution 
in respect of the separate financial statements of KGHM Polska 
Miedź S.A., the share capital presented in the financial statements 
of the Parent entity as at 31 december 2006 was different from the 
amount of the share capital of the Group presented in the consoli
dated financial statements. 
on 18 october 2007, the extraordinary General Shareholders’ Meet
ing resolved to decrease the Parent entity’s share capital, reported 
in the separate financial statements prepared as at the date of im

SHARe cAPItAL Registered  share capital total

at 31 December 2006 2 000 000 2 000 000

at 31 December 2007 2 000 000 2 000 000

17. Share capital

plementation of international financial reporting Standards and 
as at the date of the preparation of the first halfyear financial state
ments according to ifrS, i.e. 30 June 2007, which after hyperinfla
tionary revaluation amounted to PLn 7 413 573 thousand by PLn 
5 413 573 thousand, and to transfer this amount to the reserve 
capital (retained earnings) of the Parent entity.
  
As at 31 december 2007, the Parent entity’s registered share capital 
amounted to PLn 2 000 000 000 and was divided into 200 000 000 
shares (“A” series), fully paid, with a nominal value of PLn 10 each. 
All shares are bearer shares. The Parent entity did not issue prefer
ence shares.
each share gives the right to one vote at the General Shareholders’ 
Meeting. The Parent entity does not have treasury shares. Subsidiar
ies and associated companies do not own shares in KGHM Polska 
Miedź S.A.
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Ownership structure
At 31 december 2007, the only shareholder of the Parent entity 
with shares representing at least 5% of the share capital and giving 
the right to the same number of votes at the General Shareholders’ 
Meeting, based on information dated 16 May 2007, was the State 
treasury, which held 83 589 900 shares, with a total nominal value 
of PLn 835 899 000, which accounts for 41.79% of the Parent en
tity’s share capital.
other shareholders (including deutsche bank trust Company 
Americas, deposit bank in the depositary receipt program) held 
shares in an amount below 5% of the share capital i.e. a total of 

116 410 100 shares with a total nominal value of PLn 1 164 101 000, 
which account for 58.21% of the share capital and give the same 
number of votes at the General Shareholders’ Meeting.

Changes in significant blocks of shares 
in 2007 the State treasury reduced its interest in the share capital of 
the Parent entity as a result of the transfer of ownership, on 15 May 
2007, of 5 000 000 shares in KGHM Polska Miedź S.A. to Kompa
nia Węglowa S.A. The above block of shares represents 2.5% of the 
share capital and of the total number of votes.

otHeR ReSeRveS Note
revaluation reserve 

on available-for-sale 
financial assets

revaluation reserve on 
cash flow hedging 

 financial instruments

total other 
 reserves

at 1 JaNuarY 2006 14 413 (810 755) (796 342)

Fair value gains on available-for-sale financial assets 5 110 5 110

amount transferred to profit or loss due to the settlement 
of available-for-sale financial assets

(12 181) (12 181)

Impact of effective cash flow hedging transactions  
entered into

35.1.9 (1 863 844) (1 863 844)

amount transferred to profit or loss due to the settlement 
of hedging instruments

35.1.9 2 331 029 2 331 029

Deferred tax 23 1 342 (96 275) (94 933)

totaL INcome/(eXPeNses)  
recoGNIseD DIrectLY IN eQuItY

(5 729) 370 910 365 181

at 31 DecemBer 2006 8 684 (439 845) (431 161)

at 1 JaNuarY 2007 8 684 (439 845) (431 161)

Fair value gains on available-for-sale financial assets 13 167 13 167

amount transferred to profit or loss due to the settlement 
of available-for-sale financial assets

(19 894) (19 894)

Impact of effective cash flow hedging transactions 35.1.9 131 890 131 890

amount transferred to profit or loss due to the settlement 
of hedging instruments

35.1.9 435 533 435 533

Deferred tax 23 1 082 (117 499) (116 417)

totaL INcome/(eXPeNses)  
recoGNIseD DIrectLY IN eQuItY

(5 645) 449 924 444 279

at 31 DecemBer 2007 3 039 10 079 13 118

18. Other reserves
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tYPe oF tRAnSActIon 
For the PerIoD From 1 JaNuarY 
2006 to 31 DecemBer 2006

cost/income from 
disposal

Value of net assets 
acquired/(disposed)

Goodwill/(excess  
of the value of shares 

acquired over the cost 
of acquisition) 

Loss from  
disposal/other 
operating cost

transactions  
with minority  
shareholders

acquisition of shares of Zagłębie 
Lubin ssa and Phu Lubinpex sp. z o.o.

1 327 1 073 254 (1 073)

Disposal of shares of Interferie s.a. 28 873 (30 970) (2 097) 30 970

totaL 30 200 (29 897) 254 (2 097) 29 897

tYPe oF tRAnSActIon 
For the PerIoD From 1 JaNuarY 
2007 to 31 DecemBer 2007

cost/income from 
disposal

Value of net assets 
acquired/(disposed)

Goodwill/(excess  
of the value of shares 

acquired over the cost 
of acquisition) 

Loss from disposal/
other operating 

cost

transactions  
with minority  
shareholders

Liquidation of energetyka spółka 
specjalnego Przeznaczenia

50 (50)

acquisition of shares  
of Wm Łabędy s.a.

30 936 30 598 338 338

change of indirect shares  
in WmN sp. z o.o.

(872) (872) 872

acquisition of shares  
of KGhm metraco s.a.

610 638 (28) (638)

acquisition of shares  
of KGhm Letia s.a.

18 990 18 990 1 010

adjustment to minority interest 
 capital

(320) 320

totaL 50 586 49 304 310 (1 192) 1 902

19. Transactions with minority shareholders

in 2007, transactions were carried out with minority shareholders by:
– registration of liquidation of energetyka Spółka Specjalnego Prze

znaczenia sp. z o.o.,
– acquisition by KGHM ecoren S.A. of issued shares of WM „ŁAbĘ

dy” S.A. The share of the Group in the capital of WM „ŁAbĘdy” S.A. 
increased by 14.42%,

– change of indirect shares in Walcownia Metali nieżelaznych spółka 
z o.o. as a result of a transfer as a contribution in kind of the shares 
of the company from KGHM ecoren S.A.  to WM „ŁAbĘdy” S.A. 
The share of the Group in the capital of Walcownia Metali nie
żelaz nych spółka z o.o. decreased by 1.64%,

– acquisition by KGHM Polska Miedź S.A. of 1.04 % of the shares 
of KGHM Metraco S.A. following this acquisition, 100% of the 
share capital of KGHM Metraco S.A. is owned by KGHM Polska 
Miedź S.A.,

– acquisition by KGHM Polska Miedź S.A. of 94.95% of the newly
created shares of KGHM Letia S.A.

in addition, an adjustment was made to minority interest capital in 
the amount of PLn 320 thousand, as at 31 december 2006. due to 
the immaterial amount of the adjustment, it was charged to the 
current financial result.
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tRADe AnD otHeR PAYAbLeS Note At 31 December 2007 At 31 December 2006

NoN-curreNt traDe aND other PaYaBLes

trade payables 9 281 8 987

other financial liabilities 144

totaL NoN-curreNt FINaNcIaL LIaBILItIes 34 9 425 8 987

other non-financial liabilities 577

Deferred income 15 337 7 175

totaL NoN-curreNt NoN-FINaNcIaL LIaBILItIes 15 337 7 752

totaL NoN-curreNt traDe aND other PaYaBLes  24 762 16 739

current trade and other payables

trade payables 642 007 676 276

Payables due to unsettled derivative financial instruments 35.1.8 3 304 209 415

other financial liabilities 204 586 130 944

totaL curreNt FINaNcIaL LIaBILItIes 34 849 897 1 016 635

Liabilities due to taxes and social security 330 608 252 221

other non-financial liabilities 79 267 89 910

special funds 12 319 9 975

Deferred income 7 647 28 818

accruals 322 775 313 601

total current non-financial liabilities 752 616 694 525

totaL curreNt traDe aND other PaYaBLes 1 602 513 1 711 160

totaL NoN-curreNt aND curreNt traDe aND other PaYaBLes 1 627 275 1 727 899

20. Trade and other payables

boRRoWInGS AnD FInAnce LeASe LIAbILItIeS At 31 December 2007 At 31 December 2006

NoN-curreNt BorroWINGs aND FINaNce Lease LIaBILItIes

Bank loans 132 440 111 691

Loans 13 781 21 481

Finance lease liabilities 16 688 17 396

totaL NoN-curreNt BorroWINGs aND FINaNce Lease LIaBILItIes 162 909 150 568

curreNt BorroWINGs aND FINaNce Lease LIaBILItIes

Bank loans 101 890 41 713

Loans 7 722 7 707

Finance lease liabilities 3 589 5 336

totaL curreNt BorroWINGs aND FINaNce Lease LIaBILItIes 113 201 54 756

totaL BorroWINGs aND FINaNce Lease LIaBILItIes 276 110 205 324

21. Borrowings and finance lease liabilities
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Most of the bank loans drawn by Group companies are bank loans 
with variable interest rates. The majority of bank and other loans 
denominated in PLn are based on the Wibor 1M reference rate, 
plus a bank loan margin, depending on the creditworthiness of the 
entity being financed, within a range of from 0.3% to 0.8%, with 
interest payable in monthly periods. interest on bank loans denom
inated in eur is mainly based on the euribor 1M reference rate, 
plus a bank loan margin of from 0.65% to 1%. 

The base interest rates applied in bank loan agreements entered into 
by entities of the Group at the balance sheet date were as follows: 

 Ratio (%) At 31 December 2007 At 31 December 2006 
 Wibor 1W 5.3200 4.1100
 Wibor 1M 5.5200 4.1200
 Wibor 3M 5.6800 4.2000
 euribor 1M 4.2900 3.6330
 euribor 3M 4.6800 3.7300

The major item in borrowings is the bank loan drawn by the subsidi
ary telefonia dialog S.A. in the amount of PLn 141 081 thousand 
at 31 december 2007 (PLn 100 243 thousand at 31 december 2006 
respectively). The bank loan agreement sets out the additional cove
nants which must be met by the company over the term of the loan, 
including the following:
•	 ensuring	maintenance	of	defined	financial	indicators	at	set	levels	

during the period of loan term (financial debt to ebitdA ratio 
not higher than 2.50: 1, ebitdA to interest ratio no lower than 3:1, 
equity not lower than PLn 900 000 thousand)

•	 the	obligation	to	ensure	additional	collateral	on	the	bank	loan,	
should the financial debt to ebitdA ratio be higher than 2.0:1

•	 the	obligation	to	make	payments	to	open	current	accounts	main
tained by the lending bank throughout the loan term, so as to en
sure that the annual inflow of funds to these accounts from those 
payments represents the equivalent of at least 50% of the revenues 
of the company during this period.

Bank loan currency Interest rate

the value of the bank and other loans 
at balance sheet date (in ‘000)

of which payable in:

in foreign  
currency

in PLN 2008 (current) 2009 2010 2011–2012
2013  

and beyond

eur Variable 879 3 149 774 2 146 229

PLN Variable 237 842 100 996 107 811 5 976 7 042 16 017

PLN Fixed 14 842 7 842 4 000 3 000

totaL BaNK aND other LoaNs 255 833 109 612 113 957 9 205 7 042 16 017

Bank loan currency Interest rate

the value of the bank and other loans 
at balance sheet date (in ‘000)

of which payable in:

in foreign  
currency

in foreign  
currency

2007 (current) 2008 2009 2010-2011
2012  

and beyond

eur Variable 1 240 4 847 1 814 1 627 1 161 245

PLN Variable 156 721 39 582 6 343 104 099 3 675 3 022

PLN Fixed 21 024 8 024 6 000 4 000 3 000

totaL BaNK aND other LoaNs 182 592 49 420 13 970 109 260 6 920 3 022

21.1 Borrowings 
Bank and other loans as at 31 December 2007

Bank and other loans as at 31 December 2006

based on the contracts signed, the total value of overdraft facilities 
at 31 december 2007 amounted to PLn 103 000 thousand and uSd 
10 000 thousand (at 31 december 2006 PLn 83 385 thousand and 
uSd 10 000 thousand respectively), of which PLn 45 888 thousand 
was utilised at 31 december 2007 (at 31 december 2006 PLn 
32 530 thousand). repayment dates for the overdraft facilities used 
fall a half year after the balance sheet date.

21.2 Finance lease liabilities

As at 31 december 2007, the carrying amount of the finance lease lia
bilities amounted to PLn 20 277 thousand (at 31 december 2006: PLn 
22 732 thousand, respectively).
The most significant item is the commitment resulting from an agree
ment with the State treasury. based on this agreement the State treasury 
provides access to geological information for a fee. This information 
was acquired with the purpose of preparing a licensing application to 
obtain a license for the extraction of ore from the Głogów Głęboki
Przemysłowy deposit. this license was granted in november 2004. 
Payments to the State treasury are being made in 10 equal instalments, 
payable on 30 June of each year. The last instalment will be settled on 
30 June 2014. Those non interestbearing liabilities were recognised in 
the accounts of the Parent entity at a discounted amount. As the pay
ments are in eur, the liability is exposed to currency risk due to 
changes in foreign exchange rates at the date of payment. The carrying 
amount of the liabilities resulting from this agreement is PLn 15 909 
thousand (eur 4 441 thousand) (at 31 december 2006: PLn 19 333 
thousand (eur 5 046 thousand)), while the carrying amount of the re
lated intangible assets at the balance sheet date amounts to PLn 30 029 
thousand (at 31 december 2006: PLn 30 676 thousand).
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FInAnce LeASe LIAbILItIeS AS  
at 31 DecemBer 2007

2008 
(current)

2009 2010 2011–2012
2013 and 

beyond
totaL

NomINaL VaLue  
oF mINImum Lease  PaYmeNts 

3 868 3 634 3 583 6 861 5 638 23 584

Future finance costs due to finance leases 279 344 413 1 002 1 269 3 307

PreseNt VaLue  
oF mINImum Lease  PaYmeNts 

3 589 3 290 3 170 5 859 4 369 20 277

FInAnce LeASe LIAbILItIeS AS  
at 31 DecemBer 2006

2007 
(current)

2008 2009 2010–2011
2012 and 

beyond
totaL

NomINaL VaLue  
oF mINImum Lease  PaYmeNts 

5 474 3 310 3 056 5 880 8 505
26 225

Future finance costs due to finance leases 138 199 296 867 1 993 3 493

PreseNt VaLue  
oF mINImum Lease  PaYmeNts

5 336 3 111 2 760 5 013 6 512 22 732

22. Collateral for the repayment of liabilities 

in order to guarantee repayment of bank and other loans drawn, the 
following collateral has been pledged:
•	 proxy	rights	to	all	present	and	future	bank	accounts	of	the	bor

rowers, 
•	 blockade	of	PLN	200	thousand	in	the	bank	account	of	KGHM	

ecoren S.A.,
•	 ordinary	mortgage	on	investment	property	up	to	PLN	41	500	

thousand,
•	 maximum	mortgages	to	the	total	amount	of	PLN	41	512	thou

sand,
•	 assignment	of	rights	under	insurance	policy	on	investments,
•	 assignment	of	receivables	 from	property	rental	contracts	 in	

a newlyconstructed building,
•	 contractual	mortgages,	maximum	mortgages	and	collective	mort

gage for land,
•	 blank	promissory	note	with	a	declaration	of	rights	thereunder,

At 31 December 2007 At 31 December 2006

Property, plant and equipment, including: 96 791 50 645

assets under construction (incl. those under a mortgage) 35 409 5 466

Buildings and constructions 29 941 26 693

motor vehicles1) 3 626 208

technical equipment and machinery1) 27 815 18 278

Inventories 27 434 26 933

trade receivables2) 20 363 16 730

other financial and non-financial receivables

cash and cash equivalents 15 605 200

totaL carrYING amouNt oF assets For WhIch coLLateraL Was estaBLIsheD 
to GuaraNtee rePaYmeNt oF FINaNcIaL LIaBILItIes

160 193 94 508

•	 statement	on	submitting	to	the	enforcement	regime	
•	 collaterals	and	letters	of	comfort	of	Group	companies,
•	 registered	pledge	on	gas	dedusting	installations	for	anode	fur

naces, 
•	 registered	pledge	on	receivables	up	to	PLN	61	600	thousand,
•	 registered	pledge	on	inventories	of	finished	products,	goods	for	

resale and materials with a value representing 1.3times the 
amount of loan actually drawn, representing PLn 15 600 thousand 
if the maximum amount is drawn,

•	 assignment	of	rights	under	property	insurance	agreement	(assign
ment of rights under insurance policy against fire and other acci
dents for PLn 15 600 thousand and an insurance policy against 
theft with breaking, entering and robbery, PLn 150 thousand),

•	 registered	pledge	on	inventories	up	to	PLN	8	625	thousand,
•	 proxy	rights	for	the	Bank	to	discharge	liabilities	to	the	Bank	from	

funds in the current account and other accounts kept by the bank
All of the bank and other loans drawn by the Group are covered by 
one or more of the collaterals listed above.

At the balance sheet date collateral was established for the following 
assets to guarantee repayment of liabilities or contingent liabilities:

1) incl. those used based on a finance lease 
2) incl. those under a pledge or assignment of receivables 
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Note At 31 December 2007 At 31 December 2006

Net DeFerreD taX asset at the BeGINNING oF the PerIoD, oF WhIch: 361 930 391 188

Deferred tax assets at the beginning of the period 388 468 411 795

Deferred tax liabilities at the beginning of the period 26 538 20 607

takeover of a subsidiary (3)

credited to profit or loss 37 45 189 65 678

Decrease in equity 18 (116 417) (94 933)

Net DeFerreD taX asset at the eND oF the PerIoD, oF WhIch: 290 702 361 930

Deferred tax assets at the end of the period 320 506 388 468

Deferred tax liabilities at the end of the period 29 804 26 538

23. Deferred tax

at 1 January 2006 
based on the rate  

of 19%

credited/(charged) 
to profit or loss due to 

a change in the 
 balance of temporary 
ifferences and tax loss

Increase/(Decrease) 
in equity due  

to change in the  
balance of temporary 

differences

at 31 December 2006 
based on the rate 

of 19%

exchange rate differences 25 423 (8 536) 16 887

Interest 40 (27) 13

allowances for impairment of receivables 8 873 (192) 8 681

short-term accruals for wages 38 462 13 696 52 158

employee benefits (holidays) 3 972 841 4 813

Provision for decommissioning of mines  
and other facilities

71 957 15 288 87 245

measurement of forward transactions 65 180 49 138 114 318

re-measurement of hedging instruments 234 986 (12 848) (96 275) 125 863

Depreciation and amortisation 19 169 45 102 64 271

Liabilities due to future employee benefits 163 617 11 820 175 437

unpaid wages with surcharges 41 729 6 760 48 489

other 150 784 (50 367) 100 417

totaL 824 192 70 675 (96 275) 798 592

deferred tax assets prior to offsetting
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at 1 January 2007 
based on the rate 

of 19%

credited/(charged) 
to profit or loss due 
to a change in the 

balance of temporary 
ifferences and tax loss

Increase/(Decrease) 
in equity due 

to change in the bal-
ance of temporary 

differences

at 31 December 2007 
based on the rate 

of 19%

exchange rate differences 16 887 (13 092) 3 795

Interest 13 219 232

allowances for impairment of receivables 8 681 10 219 18 900

short-term accruals for wages 52 158 5 903 58 061

employee benefits (holidays) 4 813 (463) 4 350

Provision for decommissioning of mines  
and other facilities

87 245 17 385 104 630

measurement of forward transactions 114 318 (52 936) 61 382

re-measurement of hedging instruments 125 863 1 453 (117 499) 9 817

Depreciation and amortisation 64 271 40 323 104 594

Liabilities due to future employee benefits 175 437 12 857 188 294

unpaid wages with surcharges 48 489 8 676 57 165

other 100 417 (12 639) 87 778

totaL 798 592 17 905 (117 499) 698 998

The amount of deductible temporary differences and unused tax 
losses in respect of which the Group did not recognise deferred tax 
assets (due to the remote possibility of their being settled in future 
years) amounts to PLn 34 916 thousand (at 31 december 2006: 
PLn 375 571 thousand).

tax losses which may be settled in future periods by reducing tax
able profit amount to PLn 2 281 thousand (at 31 december 2006: 
PLn 13 729 thousand). These losses expire as follows: PLn 1 124 
thousand in 2009 (in 2006: PLn 1 614 thousand); PLn 768 thou

sand in 2011 (in 2006: PLn 1 535 thousand) and PLn 389 thousand 
in 2012.

The Group created deferred tax assets whose realisation depends 
on the future generation of taxable profit in the amount exceeding 
gains arising from the reversal of taxable temporary differences in 
the amount of PLn 7 284 thousand (at 31 december 2006: PLn 
55 341 thousand). The recognition of deferred tax assets was based 
on current, confirmed financial plans and on the current activities 
of the Group.

DeFeRReD tAx  
LIAbILItIeS PRIoR  
to oFFSettInG

at 1 January 2006 
based on the rate  

of 19%

takeover  
of a subsidiary

(credited)/charged  
to profit or loss due to 

a change  
in the balance of tem-

porary differences 

(Increase)/ Decrease  
in equity due to changein 
the balance of temporary 

differences

at 31 December 2006 
based on the rate  

of 19%

exchange rate differences 5 207 4 016 9 223

Interest 431 447 878

measurement of forward 
transactions

50 587 (4 129) 46 458

re-measurement of hedging 
instruments

1 571 (670) 901

Depreciation/amortisation 177 271 44 467 221 738

available-for-sale financial 
assets

3 293 (1 342) 1 951

other 194 644 3 (39 134) 155 513

totaL 433 004 3 4 997 (1 342) 436 662 

deferred tax liabilities prior to offsetting
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DeFeRReD tAx  
LIAbILItIeS PRIoR  
to oFFSettInG

at 1 January 2007 
based on the rate  

of 19%

takeover  
of a subsidiary

(credited)/charged  
to profit or loss due  
to a change in the 

balance of temporary 
differences 

(Increase)/ Decrease  
in equity due to changein 
the balance of temporary 

differences

at 31 December 2007 
based on the rate  

of 19%

exchange rate differences 9 223 (7 537) 1 686

Interest 878 2 345 3 223

measurement of forward 
transactions

46 458 (36 902) 9 556

re-measurement of hedging 
instruments

901 (867) 34

Depreciation/amortisation 221 738 110 441 332 179

available-for-sale financial 
assets

1 951 (1 082) 869

other 155 513 (94 764) 60 749

totaL 436 662 (27 284) (1 082) 408 296

cHAnGe In LIAbILItIeS DUe to 
FUtURe eMPLoYee beneFItS

totaL  
liabilities

Jubilee  
awards

retirement  
and disability 

benefits

coal  
equivalent

other liabilities 
due to employee 

benefits

PreseNt VaLue oF oBLIGatIoNs  
– at 1 JaNuarY 2006

899 148 265 807 179 927 452 469 945

Interest costs 42 685 12 564 8 466 21 655

current service cost 36 192 16 229 10 361 9 552 50

Past service cost 255 9 246

Benefits paid (71 944) (31 136) (18 341) (21 742) (725)

actuarial gains 43 864 24 042 11 618 8 204

PreseNt VaLue oF oBLIGatIoNs  
– at 31 DecemBer 2006

950 200 287 515 192 277 470 138 270

Past service cost unrecognised  
at the balance sheet date

(12 647) (12 647)

carrYING amouNt oF LIaBILItIes  
– at 31 DecemBer 2006

937 553 287 515 179 630 470 138 270

of which:

carrying amount of non-current 
 liabilities

864 950 255 986 163 383 445 581

carrying amount of current liabilities 72 603 31 529 16 247 24 557 270

24. Employee benefits

A general description of the employee benefit plans is included 
in note 2, Main accounting policies, point 2.2.16.
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cHAnGe In LIAbILItIeS DUe to 
FUtURe eMPLoYee beneFItS

totaL  
liabilities

Jubilee  
awards

retirement  
and disability 

benefits

coal  
equivalent

other liabilities 
due to employee 

benefits

PreseNt VaLue oF oBLIGatIoNs  
– at 1 JaNuarY 2007

950 200 287 515 192 277 470 138 270

Interest costs 44 191 13 249 8 935 22 007

current service cost 39 976 17 829 12 359 9 788

Past service cost 2 888 2 052 836

Benefits paid (80 271) (37 089) (19 519) (23 393) (270)

actuarial gains 51 302 13 814 8 952 28 536

PreseNt VaLue oF oBLIGatIoNs  
– at 31 DecemBer 2007

1 008 286 297 370 203 840 507 076

Past service cost unrecognised  
at the balance sheet date

(10 961) (10 961)

carrYING amouNt oF LIaBILItIes  
– at 31 DecemBer 2007

997 325 297 370 192 879 507 076

of which:

carrying amount of non-current  
liabilities

919 923 263 479 173 193 483 251

carrying amount of current liabilities 77 402 33 891 19 686 23 825

PReSent vALUe  oF eMPLoYee beneFItS

at

31 December 2007 1 008 286

31 December 2006 950 200

31 December 2005 899 148

31 December 2004 785 397

31 December 2003 743 092

MAIn ActUARIAL ASSUMPtIonS: 2008 2009
2010  

and beyond

– discount rate 5.50% 5.60% 5.20%

– rate of increase in coal prices 6.50% 3.00% 3.00%

– rate of increase in the lowest wage 0.00% 4.00% 4.00%

– expected inflation 2.70% 3.00% 3.00%

– future expected increase in wages 6.00% 4.00% 4.00%

totAL coStS RecoGnISeD In tHe IncoMe StAteMent DUe to FUtURe 
 eMPLoYee beneFItS

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

total costs recognised in the income statement 39 976 36 192

current service cost 44 191 42 685

Interest costs 51 302 43 864

actuarial gains 4 574 1 942

Past serVIce cost 140 043 124 683

The change in actuarial gains/losses is caused by a change in assump
tions relating to the increase in the discount rate, increases in coal 
prices and increases in wages.

for purposes of remeasuring the provision at the end of the cur
rent period, the Group assumed parameters based on available 
forecasts of inflation, an analysis of increases in coal prices and in 
the lowest wage, and also based on the anticipated profitability of 
highlyliquid securities.



157
Annual Report 2007

Consolidated financial statements

25. Provisions for other liabilities and charges

PRovISIonS FoR otHeR  
LIAbILItIeS AnD cHARGeS

Note totaL
Decommissioning 
costs of mines and 

other facilities

costs of scrapping 
property, plant and 

equipment

Disputed issues 
and court  

proceedings
other provisions

ProVIsIoNs at 1 JaNuarY 2006 532 202 378 973 6 958 25 771 120 500

Provisions recognised 56 648 67 733 13 518 42 330

changes arising from changes  
in provisions after updating of estimates

73 573 73 956 (383)

changes in provisions arising from 
 approach of execution date of liabilities 
(unwinding of the discount effect)

33 20 323 19 708 615

utilisation of provisions (53 666) (3 337) (2 334) (12 960) (35 035)

release of provisions (14 001) (70) (3 969) (9 962)

transfer to mine closure Fund (9 833) (9 833)

other (33 336) 123 (33 459)

ProVIsIoNs at 31 DecemBer 2006 571 910 459 534 5 287 22 483 84 606

of which:

Non-current provisions 493 009 452 335 22 40 652

current provisions 78 901 7 199 5 287 22 461 43 954

PRovISIonS FoR otHeR  
LIAbILItIeS AnD cHARGeS

Note totaL
Decommissioning 

costs of mines  
and other facilities

costs of scrapping 
property, plant  

and equipment

Disputed issues 
and court  

proceedings
other provisions

ProVIsIoNs at 1 JaNuarY 2007 571 910 459 534 5 287 22 483 84 606

Provisions recognised 41 926 67 1 142 40 717

changes arising from changes  
in provisions after updating of estimates

81 383 82 848 (1 465)

changes in provisions arising from 
 approach of execution date of liabilities 
(unwinding of the discount effect)

33 26 303 24 922 226 1 155

utilisation of provisions (36 484) (3 840) (142) (217) (32 285)

release of provisions (8 097) (226) (561) (3 765) (3 545)

transfer to mine closure Fund (12 647) (12 647)

other 2 289 (32) 2 321

ProVIsIoNs at 31 DecemBer 2007 666 583 550 658 4 810 19 611 91 504

of which:

Non-current provisions 570 327 527 634 4 272 38 421

current provisions 96 256 23 024 538 19 611 53 083
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The Group recognises provisions for decommissioning costs 
of mines and other facilities based on principles described 
in note 2, point 2.2.15.

The most significant item of provisions for other liabilities is 
the provision for the costs of future decommissioning 
(liquidation) of mines and other technological facilities 
(with the balance of PLn 550 658 thousand as at 31 decem
ber 2007), created in accordance with the methodology de
fined in the international financial reporting Standards. 

The decommissioning schedule and estimates of decommis
sioning costs have been worked on since the beginning of 
2001 by the subsidiary, KGHM Cuprum Sp. z o.o. Cbr. re
valuations of the basic decommissioning costs originally 
calculated in 2001 are made periodically based on the chang
es of price index for the construction–assembly industry, 
which are published by the Main Statistical office, taking 
into account movements in tangible fixed assets. The excep
tion to the above are mine shafts. in 2006, costs of shafts liq
uidation were revalued due to completion of the document 
called “Study of the project of liquidation of the Piii and 
Piv mine shafts in the Polkowice Wschodnie region and 
the project of excavation of deposits located in the safety pil
lars of those shafts – Stage iii. 1. The project of liquidation of 
the Piii shaft, 2. The project of liquidation of the Piv shaft” 
prepared by Cuprum and securing positive opinions for 
those projects of the Commission for Water, Waste Manage
ment and Mine Closure related Threats operating by the 
Main Mine office – resolution no. 2/2007 dated 6 September 
2007. detailed information included in technical projects 
developed for the Piii and Piv shafts in the Polkowice 
Wschod nie region provided the basis for verification of 
forecasts concerning costs of liquidation of other shafts in 
KGHM Polska Miedź S.A.
Subsequent revaluations have been made if significant eco
nomic events have occurred which could have an impact on 
the amount of the provision. The 2007 revaluation related 
mainly to the decommissioning schedule and was due to 
adoption by the Ministry of natural environment in January 
2007 certain of additions to the projects relating to copper 
ore deposits management at KGHM Polska Miedź S.A., 
which were underlying mining activities of the Parent entity. 
these amended projects assume that ore excavation will 
continue until the year 2040.

The largest facility earmarked for decommissioning (resto
ration), which at the same time accounts for the largest 
share in the costs of decommissioning of all technological 
facilities, is the “Żelazny Most” tailings pond, together with 
the hydrotransportation network and cubage hydrotech
nical facilities. The “Żelazny Most” tailings pond is a  hydro
technical facility created by way of a circumferential embank
ment of lowered area. At the same time, it serves as the central 
water management facility. The area and type of this tailings 
pond requires, in addition to protection restoration activities 
carried out on a regular basis in the form of shaping of the 
slope of the reservoir using biological coat, several stages of 
site restoration and development. This is also due to the main 
underlying assumption that the “Żelazny Most” tailings 
pond will be operational until the last working day of mines 

and enrichment plants. during the final stage of operating 
this tailings pond, transfer to the method of centralised waste 
dump from the currently used circumferential one would be 
required in order to fill in the reservoir and create the 
coarsegrained layer for restoration of the inside of the tailings 
pond. After the “Żelazny Most” tailings pond has ceased be
ing operational, during the course of mine liquidation, the 
discharge of mine waters will be carried out excepting this 
tailings pond. According to the current plan, preparatory 
works for the tailings pond liquidation and its partial resto
ration will commence in 2025 and will last until 2037. in 2038, 
the main stage of the tailings pond liquidation will commence 
and is expected to be completed in 2047. in the meantime, 
i.e. from the year 2025 to 2040, pipelines and accompanying 
cubage hydrotechnical facilities will be decommissioned 
and the decommissioning will be carried out by way of dis
mantling, scrap recovery and utilisation of concrete elements, 
which, after crumbling, will be used as foundation for hard
ening. As regards the surface of the “Żelazny Most” tailings 
pond, application of the nonsoil restoration method was 
adopted as possible and reasonable solution. it is planned 
that trees will be planted on the whole area of waste storage 
yard as it is done for protective greenery, after prior prepara
tion of the surface of the tailings pond. it is also assumed 
that selected types of grass and mixes thereof will be used 
for land restoration purposes, together with mineral addi
tives to improve the ground, as well as special techniques of 
cultivation and fertilisation. The above site restoration meth
od is comparable to those used in the eu countries. KGHM 
CuPruM Sp. z o.o. Cbr, in cooperation with the natural 
Science university in Wrocław, are currently conducting 
research work in respect of this issue. The decommissioning 
project assumes a 10year monitoring period for the facility.

The Parent entity’s method of estimating the required decom
missioning provision is based on the prudence concept. The 
amount of the provision recognised in the balance sheet is 
the equivalent of the estimated costs of future decommis
sioning of individual facilities discounted to their present 
value. The amount of the provision is revalued by the Parent 
entity at the end of each quarter by applying in the discount
ing model the ratios described in note 4.2.
The balance of the decommissioning provision is adjusted 
for the amount transferred to the mine closure fund, which 
has been created based on article 26c of the act dated 27 July 
2001 amending the act – Geological and Mining Law, Journal 
of Laws no. 110, item 1190, and calculated in accordance with 
principles set forth in the decree of the Minister of economy 
dated 24 June 2002 concerning detailed principles for crea
tion and functioning of mine closure funds, i.e. 3% of the 
amount of depreciation of mines’ fixed assets for each year. 
Cash transfers made to the Mine Closure fund are invested 
by the Parent entity in secure shortterm securities or short
term deposits. income from these investments increases the 
fund’s balance and the Parent entity does not charge any fee 
for this cash management.

it is expected that decommissioning costs will be incurred 
by the year 2047. The provision was estimated based on the 
currently used technology for decommissioning of mining 
facilities and using the current prices and the discount rate 
of 2.6%.
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Facilities with the highest share in the provision for decommission-
ing costs of mines and other facilities

DIvISIon FAcILItY Provision  
at 31 December 2007

Provision 
at 31 December 2006

Zh “Żelazny most” tailings pond 90 692 61 111

ZWr ZWr rudna ore enrichment Plant 50 239 36 566

Zh other waste storage areas 43 758 38 193

ZWr ZWr Polkowice ore enrichment Plant 41 517 28 995

ZGr central part of rudna mine (shafts: rI, rII, rV) 39 630 30 629

ZWr ZWr Lubin ore enrichment Plant 32 641 34 103

Zh Pipelines and technological facilities 26 146 18 793

ZGr Western part of rudna mine (shafts: rIII, rIV, rX) 23 295 17 966

ZGPs eastern part of Polkowice mine (shafts: PIII, PIV) 20 616 20 957

ZGL r6 - central (shafts: LI, LII) 18 262 20 257

Provisions for disputed issues and court proceedings represent 
a less significant item of provisions. They are mainly relating to:

– proceedings in a dispute concerning the payment of damages 
to bobMArK internAtionAL in the amount of PLn 11 839 
thousand,

– asserting copyright in the amount of PLn 2 982 thousand for the 
use of an invention.

Other provisions relate mainly to:
– Metallurgist’s Charter amounting to PLn 16 132 thousand,
– liabilities due to property tax on underground mining facilities 

in the amount of PLn 18 004 thousand (at 31 december 2006: 
PLn 10 373 thousand), 

– expenditures due to agreements signed with local government 
bodies amounting to PLn 27 380 thousand (at 31 december 2006: 
PLn 30 458 thousand),

– questioning of the amount of social insurance premiums due 
to the control by ZuS for prior years in the amount of PLn 
12 742  thousand,

– guarantee on the repayment of bank liabilities in the amount of 
PLn 7 786 thousand,

– identified losses due to realisation contracts in the amount of 
PLn 5 175 thousand.

non-cURRent ASSetS HeLD FoR SALe At 31 December 2007 At 31 December 2006

Non-current assets held for sale 184 1 404

Property, plant and equipment 23 103

INVestmeNt ProPertY 184 24 507

in 2007 subsidiaries of the Group sold property in the amount of 
PLn 23 103 thousand and tangible fixed assets in the amount of 
PLn 950 thousand. As a result of the disposal of property, liabilities 
were settled in relation to this property in the amount of PLn 3 302 
thousand. unsold assets held for sale in 2006 were reclassified as 
noncurrent assets.

26. Non-current assets held for sale

total noncurrent assets held for sale at 31 december 2007 in the 
amount of PLn 184 thousand represent property, plant and equip
ment classified as held for sale in 2007.

IMPAIRMent LoSSeS bY ASSet cLASS DURInG tHe FInAncIAL 
PeRIoD FRoM 1 JAnUARY to 31 DeceMbeR 2007

Impairment  
loss recognised

Impairment  
loss reversed

Impairment  
loss used

Buildings and constructions 203 553

technical equipment and machinery 3 773 3 3 413

motor vehicles 96

other fixed assets 1

assets under construction 5 178 2 111 12 440

Development costs 67

software 190

Intangible assets not yet available for use 816

totaL 10 037 2 114 16 693

27. Impairment losses
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impairment losses on property, plant and equipment used in the 
manufacture of products or in the providing of services were recog
nised in the income statement as costs of sales. for other property, 
plant and equipment impairment losses were recognised in admin
istrative expenses. details on the principles of accounting for im

pairment losses applied by the Group are described in point 2.2.10 
of note 2.
impairment losses recognised in 2007 relate to property, plant and 
equipment which will not bring expected economic benefits.

IMPAIRMent LoSSeS bY SeGMent DURInG tHe FInAncIAL 
PeRIoD FRoM 1 JAnUARY to 31 DeceMbeR 2006

copper and 
 precious metals, 

other smelter 
products

telecom  
and It services

other
total con-
solidated 

amount

Impairment loss recognised 637 15 070 15 532 31 239

Impairment loss reversed 918 1 668 1 599 4 185

Impairment loss used 2 323 1 213 239 3 775

IMPAIRMent LoSSeS bY SeGMent DURInG tHe FInAncIAL 
PeRIoD FRoM 1 JAnUARY to 31 DeceMbeR 2007

copper and precious 
metals, other  

smelter products

telecom  
and It services

other
total  

consolidated 
amount

Impairment loss  recognised 3 710 5 207 1 120 10 037

Impairment loss reversed 3 2 111 2 114

Impairment loss used 693 2 981 13 019 16 693

IMPAIRMent LoSSeS bY ASSet cLASS DURInG tHe FInAncIAL 
PeRIoD FRoM 1 JAnUARY to 31 DeceMbeR 2006

Impairment  
loss recognised

Impairment  
loss reversed

Impairment  
loss used

Buildings and constructions 57 2 499 2 163

technical equipment and machinery 9 563 324

motor vehicles 24 21 353

assets under construction 20 883 1 665 526

Development costs 409 409

Goodwill 303

totaL 31 239 4 185 3 775

net RevenUeS FRoM tHe SALe oF PRoDUctS, GooDS FoR ReSALe  
AnD MAteRIALS (bY tYPe oF ActIvItY)

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

– copper, precious metals, smelter by-products 12 162 500 11 233 993 

– energy 34 447 34 040 

– services 874 285 786 798 

– mining machinery, transport vehicles for mining and other 17 179 16 970 

– goods for resale 307 818 671 131 

– wastes and materials 10 106 9 824 

– other goods 87 793 110 143 

totaL 13 494 128 12 862 899 

28. Sales
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net RevenUeS FRoM tHe SALe oF PRoDUctS,  
GooDS FoR ReSALe AnD MAteRIALS (bY DeStInAtIon)

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

DomestIc 5 662 587 4 588 207 

– copper, precious metals, smelter by-products 4 403 062 3 477 208 

– energy 34 447 34 040 

– services 809 403 718 356 

– mining machinery, transport vehicles for mining and other 16 118 14 290 

– goods for resale 304 107 240 501 

– wastes and materials 10 106 9 798 

– other goods 85 344 94 014 

eXPort 7 831 541 8 274 692 

– copper, precious metals, smelter by-products 7 759 438 7 756 785 

– services 64 882 68 442 

– mining machinery, transport vehicles for mining and other 1 061 2 680 

– goods for resale and materials 3 711 430 656 

– other goods 2 449 16 129 

totaL 13 494 128 12 862 899 

coStS bY tYPe Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Depreciation of property, plant and equipment and amortisation of intangible assets 7, 8 597 546 535 433

employee benefit costs 30 2 938 479 2 696 790

materials and energy consumption 3 333 469 3 973 381

external services 1 357 858 1 375 951

taxes and charges 325 764 338 281

advertising costs and representation expenses 70 094 53 953

Property and personal insurance 15 135 15 633

research and development costs not capitalised in intangible assets 4 256 7 310

other costs, of which: 39 720 53 440

 Impairment of property, plant and equipment, intangible assets 7, 8 4 043 10 356

 Write-down of inventories 15 4 230 7 613

 allowance for impairment of trade receivables 14 14 771 11 060

 reversal of impairment of property, plant and equipment, intangible assets 7, 8 (3) (2 520)

 reversal of write-down of inventories 15 (1 714) (1 337)

 reversal of allowance for impairment of trade receivables 14 (18 363) (14 402)

 other operating costs 36 756 42 670

totaL costs BY tYPe 8 682 321 9 050 172 

cost of goods for resale and materials sold (+), of which: 210 469 589 198

 allowance for impairment of receivables 14 789

 reversal of allowance for impairment of receivables 14 (789)

change in inventories of finished goods and work in progress (+/–) (1 448) (646 364)

cost of manufacturing products for internal use (–) (365 200) (342 545)

totaL cost oF saLes, seLLING aND aDmINIstratIVe costs 8 526 142 8 650 461

29. Costs by type

Consolidated financial statements
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eMPLoYee beneFIt coStS
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

remuneration 2 184 308 1 980 743

costs of social security 694 399 663 308

costs of future benefits (provisions) due to retirement benefits, jubilee awards  
and similar employee benefits 

59 772 52 739

emPLoYee BeNeFIt costs 2 938 479 2 696 790

30. Employee benefit costs

otHeR oPeRAtInG IncoMe Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Income and gains from financial instruments classified under other operating 
 activities, resulting from:

34, 3 145 914 108 224 

 income from interest on financial instruments 125 917 90 840 

 gains from the disposal of financial instruments 19 857 17 384 

 reversal of impairment losses on available-for-sale financial assets 100 

 reversal of allowance for impairment of receivables 40 

Increase in the fair value of investment property 13 706 

Gains from the disposal of investment property 16 122 

Gains from the disposal of perpetual usufruct of land 391 

other interest 13 224 337

Dividends received 396 331 

reversal of impairment losses on assets under construction 7 2 111 1 665

reversal of allowance for impairment of other non-financial receivables 129 4 656 

Government grants and other donations received 3 334 1 717 

release of unused provisions 13 215 26 282 

Write-off of prescribed and forgiven debts 108 
surpluses identified in inventories and cash 7 965 
Penalties and compensation received 16 236 7 171 

capitalised prior year expenditures for the terrain Information system (sIot) 2 703 

excess payments of property tax 11 210

other operating income/gains 10 402 9 867 

totaL other oPeratING INcome 243 460 173 956

31. Other operating income



163
Annual Report 2007

otHeR oPeRAtInG coStS Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

costs and losses on financial instruments classified as other operating costs: 34.3 495 135 210 438

 losses from the measurement and realisation of derivative instruments 309 588 148 187

 interest on financial liabilities 2 046

 foreign exchange losses 182 996 62 251

 impairment losses on available-for-sale financial assets 131

 allowances for impairment of loans and receivables 374

Decrease in the fair value of investment property 2 336

Losses from the sale of shares in subsidiaries 872 2 098

allowances for impairment of other non-financial receivables 42 564 679

Losses from the disposal of intangible assets 1 502 2

Losses on the sale of property, plant and equipment 19 996 17 037

Impairment losses on assets under construction 7 5 178 20 883

Impairment losses on intangible assets not yet available for use 8 816

Interest on overdue non-financial liabilities (including state treasury liabilities) 5 699 13 806

Foreign exchange losses 193 154

Donations granted 9 990 7 777

Provisions for liabilities 62 505 58 268

Penalties and compensation paid 5 325 5 210

maintenance costs of investment property 385

Non-culpable shortages in inventories and cash and losses from fortuitous events 2 802

other operating costs/losses 29 195 27 107

totaL other oPeratING costs 684 493 363 459

Losses from the measurement and realisation of derivative instruments  
prior to offsetting:

 income from the measurement and realisation of derivative instruments 1 061 917 2 501 844

 costs from the measurement and realisation of derivative instruments 1 371 505 2 650 031

32. Other operating costs

net FInAnce coStS Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Interest expense: 34.3 10 481 6 742

 on bank and other loans 9 640 6 316

 due to finance leases 841 426

Net exchange gains on borrowings 34.3 (1 327)

changes in the value of provisions due to unwinding of discount 25 26 303 20 323

other net finance costs (298) 37

totaL Net FINaNce costs 35 159 27 102

33. Net finance costs

Consolidated financial statements
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At 31 DeceMbeR 2006
bALAnce SHeet IteMS

Note
available-for-sale  

financial assets
held-to-maturity  
financial assets 

Financial assets  
at fair value through 

profit or loss

Loans  
and  

receivables

Financial liabilities  
at fair value through 

profit or loss

other financial liabilities

hedging  
instruments

totalFinancial liabilities 
measured  

at amortised cost

Financial liabilities  
due to factoring  

and liabilities out of the 
scope of Ias 39

cLasses oF FINaNcIaL INstrumeNts

Debt securities 11 3 107 19 070 22 177

shares 11 25 291 25 291

shares and participation units in investment funds 11 64 527 64 527

trade receivables (net) 14 1 173 179 1 173 179

cash and cash equivalents 16 2 321 131 2 321 131

other financial assets (net) 11, 12, 14 7 44 16 728 16 779

Derivatives – currency 13 2 (10) 32 369 32 361

Derivatives – commodity contracts (metals) 13 187 168 (187 168) (571 889) (571 889)

trade payables 20 (685 263) (685 263)

Bank and other loans 21 (182 592) (182 592)

other financial liabilities 20,  21 (334 675) (28 416) (363 091)

totaL 92 932 19 114 187 170 3 511 038 (187 178) (1 202 530) (28 416) (539 520) 1 852 610

At 31 DeceMbeR 2007
bALAnce SHeet IteMS

Note
available-for-sale  

financial assets
held-to-maturity  
financial assets 

Financial assets  
at fair value through 

profit or loss

Loans  
and  

receivables

Financial liabilities  
at fair value through 

profit or loss

other financial liabilities

hedging  
instruments

totalFinancial liabilities 
measured  

at amortised cost

Financial liabilities  
due to factoring  

and liabilities out of the 
scope of Ias 39

cLasses oF FINaNcIaL INstrumeNts

Debt securities 11 3 076 3 076

shares 11 33 407 33 407

shares and participation units in investment funds 11 10 665 10 665

trade receivables (net) 14 693 667 693 667

cash and cash equivalents 16 2 812 096 2 812 096

other financial assets (net) 11, 12, 14 7 41 79 129 79 177

Derivatives – currency 13 178 178

Derivatives – commodity contracts (metals) 13 16 456 (16 458) 97 419 97 417

trade payables 20 (651 288) (651 288)

Bank and other loans 21 (255 833) (255 833)

other financial liabilities 20, 21 (178 424) (49 887) (228 311)

totaL 47 155 41 16 634 3 584 892 (16 458) (1 085 545) (49 887) 97 419 2 594 251

34. Financial instruments
34.1 Carrying amount
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At 31 DeceMbeR 2006
bALAnce SHeet IteMS

Note
available-for-sale  

financial assets
held-to-maturity  
financial assets 

Financial assets  
at fair value through 

profit or loss

Loans  
and  

receivables

Financial liabilities  
at fair value through 

profit or loss

other financial liabilities

hedging  
instruments

totalFinancial liabilities 
measured  

at amortised cost

Financial liabilities  
due to factoring  

and liabilities out of the 
scope of Ias 39

cLasses oF FINaNcIaL INstrumeNts

Debt securities 11 3 107 19 070 22 177

shares 11 25 291 25 291

shares and participation units in investment funds 11 64 527 64 527

trade receivables (net) 14 1 173 179 1 173 179

cash and cash equivalents 16 2 321 131 2 321 131

other financial assets (net) 11, 12, 14 7 44 16 728 16 779

Derivatives – currency 13 2 (10) 32 369 32 361

Derivatives – commodity contracts (metals) 13 187 168 (187 168) (571 889) (571 889)

trade payables 20 (685 263) (685 263)

Bank and other loans 21 (182 592) (182 592)

other financial liabilities 20,  21 (334 675) (28 416) (363 091)

totaL 92 932 19 114 187 170 3 511 038 (187 178) (1 202 530) (28 416) (539 520) 1 852 610

At 31 DeceMbeR 2007
bALAnce SHeet IteMS

Note
available-for-sale  

financial assets
held-to-maturity  
financial assets 

Financial assets  
at fair value through 

profit or loss

Loans  
and  

receivables

Financial liabilities  
at fair value through 

profit or loss

other financial liabilities

hedging  
instruments

totalFinancial liabilities 
measured  

at amortised cost

Financial liabilities  
due to factoring  

and liabilities out of the 
scope of Ias 39

cLasses oF FINaNcIaL INstrumeNts

Debt securities 11 3 076 3 076

shares 11 33 407 33 407

shares and participation units in investment funds 11 10 665 10 665

trade receivables (net) 14 693 667 693 667

cash and cash equivalents 16 2 812 096 2 812 096

other financial assets (net) 11, 12, 14 7 41 79 129 79 177

Derivatives – currency 13 178 178

Derivatives – commodity contracts (metals) 13 16 456 (16 458) 97 419 97 417

trade payables 20 (651 288) (651 288)

Bank and other loans 21 (255 833) (255 833)

other financial liabilities 20, 21 (178 424) (49 887) (228 311)

totaL 47 155 41 16 634 3 584 892 (16 458) (1 085 545) (49 887) 97 419 2 594 251

Consolidated financial statements
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FAIR vALUeS  
oF FInAncIAL InStRUMentS

At 31 December 2007 At 31 December 2006
carrying amount Fair Value carrying amount Fair Value

cLasses oF FINaNcIaL INstrumeNts Note 34.1 34.1

Debt securities 11, 12 3 076 3 076 22 177 22 177

shares 11 33 407 33 407 25 291 25 291

shares and participation units in investment 
funds

11 10 665 10 665 64 527 64 527

trade receivables (net) 14 693 667 693 667 1 173 179 1 173 179

cash and cash equivalents 16 2 812 096 2 812 096 2 321 131 2 321 131

other financial assets (net) 11, 12, 14 79 177 79 177 16 779 16 779

Derivatives – currency, of which: 13 178 178 32 361 32 361

 assets 178 178 32 377 32 377

 Liabilities (16) (16)

Derivatives – commodity contracts (metals),  
of which:

13 97 417 97 417 (571 889) (571 889)

 assets 114 839 114 839 266 683 266 683

 Liabilities (17 422) (17 422) (838 572) (838 572)

trade payables 20 (651 288) (651 288) (685 263) (685 263)

Bank and other loans 21 (255 833) (255 833) (182 592) (182 592)

other financial liabilities 20, 21 (228 311) (228 311) (363 091) (363 091)

34.2 Fair values of financial instruments

The methods and assumptions used by the Group for measuring 
the fair values are presented in notes 2.2.5.4 fair value, 4 important 
estimates and assumptions.

The Group is unable to reliably measure the fair value of shares held 
in companies which are not listed on active markets, classified as 
available for sale financial assets. As a result they are disclosed in 
the balance sheet at cost less impairment.



167
Annual Report 2007

FoR tHe PeRIoD 
FRoM  
1 JAnUARY 2007  
to  
31 DeceMbeR 2007

Note

Financial as-
sets/ liabilities 

measured  
at fair value 

through profit 
or loss

available-for-
sale  

financial assets

held-to- 
maturity  

investments

Loans  
and  

receivables

other financial liabilities

hedging  
instruments

total  
financial  

instruments

Financial  
liabilities  

measured  
at amortised 

cost

Financial liabili-
ties due to  
factoring  

and liabilities 
out of the  

scope of Ias 39

Interest income 
/(expense)

31, 32, 
33

154 569 125 194 (11 686) (841) 113 390

exchange gains/(losses) 32, 33 (892) (3) (130 964) (51 091) 1 281 (181 669)

Impairment allowances 29, 32 (131) (15 934) (16 065)

reversal of impairment 
allowances

29, 31 100 19 192 19 292

Gains/(losses)  
on revaluation

35 (309 588) (309 588)

adjustment to sales due 
to hedging transactions

35 (435 533) (435 533)

Profit/ (loss) from  
disposal of financial  
instruments

31 18 802 1 055 19 857

totaL Net GaIN/(Loss) (309 588) 18 033 1 621 (2 512) (62 777) 440 (435 533) (790 316)

34.3 Items of income, costs, profit and losses recognised in the income statement for the period by categories of financial instruments

FoR tHe PeRIoD 
FRoM  
1 JAnUARY 2006  
to  
31 DeceMbeR 2006

Note

Financial as-
sets/ liabilities 

measured  
at fair value 

through profit 
or loss

available-for-
sale  

financial assets

held-to- 
maturity  

investments

Loans  
and  

receivables

other financial liabilities

hedging  
instruments

total  
financial  

instruments

Financial  
liabilities  

measured  
at amortised 

cost

Financial liabili-
ties due to  
factoring  

and liabilities 
out of the  

scope of Ias 39

Interest income  
/(expense)

31, 32, 
33

179 5 656 84 963 (6 256) (444) 84 098

exchange gains/(losses) 32, 33 (1 439) 7 206 (68 036) 18 (62 251)

Impairment allowances 29, 32 (11 060) (11 060)

reversal of impairment 
allowances

29, 31 14 402 14 402

Gains/(losses)  
on revaluation

35 (148 187) (148 187)

adjustment to sales due 
to hedging transactions

35 (2 331 029) (2 331 029)

Profit/ (loss) from  
disposal of financial  
instruments

31 17 384 17 384

totaL Net GaIN/(Loss) (148 187) (1 260) 23 040 95 511 (74 292) (426) (2 331 029) (2 436 643)

Consolidated financial statements
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34.4 Transfers not qualified for de-recognition

The Parent entity has transferred receivables in a way which does 
not qualify for derecognition as it has retained substantially all 
risks and rewards of ownership of these assets. This relates to trade 
receivables sold in a factoring with recourse transaction entered 
into between the Parent entity and bank Handlowy S.A. in Warsaw. 
in this type of factoring there is a risk that the debtor will fail to 
make payment of the liabilities to the factor (bank). Should the 
debtor fail to settle his liabilities, the Parent entity is obliged to pay 
the outstanding balance to the bank (the factor) while the Parent 
entity simultaneously has the right to demand payment of these 
liabilities from the debtor.

As a result, at the balance sheet date receivables are still recognised 
in the amount of PLn 29 610 thousand (at 31 december 2006: PLn 
5 684 thousand). Accordingly, the corresponding entry of a related 
liability has been recognised in an amount equal to that of the re
tained receivables.

34.5 Situations concerning financial instruments which did not 
occur in the Group

The following business events and situations, which are required to 
be disclosed, did not occur in the Group in the periods ended 
31 december 2007 and 31 december 2006:
•	 as	at	balance	sheet	date,	Group	companies	did	not	designate	a	fi

nancial instrument to be measured at fair value through profit or 
loss (ifrS 7, par. 9, 10, 11),

•	 Group	companies	did	not	reclassify	a	financial	asset	in	a	way	
which would result in a change of the method of measurement 
(ifrS 7, par. 12),

•	 Group	companies	do	not	hold	any	collateral	established	on	either	
category of assets which would improve crediting terms (ifrS 7, 
par. 15),

•	 Group	companies	have	not	issued	an	instrument	that	contains	
both a liability and an equity component (ifrS 7, par. 17),

•	 Group	companies	did	not	breach	any	contractual	provisions	
(ifrS 7, par. 18),

•	 Group	companies	invest	assets	accumulated	in	a	separate	bank	
account kept for the Mine Closure fund, but do not receive any 
fee due to those fiduciary activities (ifrS 7, par. 20.c.ii),

•	 Group	companies	did	not	recognise	any	interest	income	on	im
paired financial assets (ifrS 7, par. 20.d),

•	 Group	companies	did	not	identify	any	forecast	transaction	for	
which hedge accounting had previously been used but which is 
no longer expected to occur (ifrS 7, par. 23.b),

•	 Group	companies	did	not	make	use	of	any	hedging	transactions	
which would subsequently result in the recognition of a nonfi
nancial asset or liability (ifrS 7, par. 23.e),

•	 Group	companies	did	not	use	fair	value	hedges	or	hedges	of	net	
investments in foreign operations (ifrS 7, par. 24 a, 24.c),

•	 Group	companies	did	not	purchase	any	financial	assets	at	a	price	
different from their fair value (ifrS 7, par. 28),

•	 Group	companies	did	not	acquire	any	assets	by	taking	posses
sion of a collateral (ifrS 7, par. 38).

35. Financial risk management

Group companies are exposed to risk in each area of their activi-
ties. Understanding those risks and the principles of their man-
agement allows the Group to better meet its objectives.
financial risk management includes the processes of risk identifica
tion, measurement and determination of appropriate methods to 
deal with those risks. 

The Group is predominantly exposed to the following classes of fi
nancial risk:

•	 Market	risks
 – risk of changes in commodity prices (Commodity risk),
 – risk of changes in foreign exchange rates (Currency risk),
 – risk of changes in interest rates (interest rate risk),
•	 Liquidity	risk,
•	 Credit	risk.
An appropriate policy, organisational structure and procedures sup
port the financial risk management process.

35.1 Market risk
35.1.1 Principles of market risk management

The Group has an active approach to managing its market risk ex
posure. The objectives of market risk management are:
•	 To	limit	fluctuations	in	profit	before	tax,
•	 To	increase	the	probability	of	meeting	budget	assumptions,
•	 To	maintain	a	healthy	financial	condition,	and
•	 To	support	the	process	of	undertaking	strategic	decisions	relat

ing to investing activity, with particular attention to sources of 
capital for this activity.

All the market risk management objectives should be considered as 
a whole, while their realisation is dependant primarily upon the 
internal situation and market conditions.
The Group applies an integrated approach to market risk manage
ment. This means a comprehensive approach to the whole spectrum 
of identified market risks, rather than to each of them individually. 
for example, hedging transactions on the commodity market are 
related to contracts entered into on the currency market, as hedging 
prices of metals directly impacts the probability of achieving planned 
revenues from sales, which in turn represent a hedged item for 
transactions dealt on the currency market. As a result, the Group 
has significantly greater flexibility in building hedging strategies.
The Group applies a consistent and stepbystep approach to market 
risk management. over time consecutive hedging strategies are im
plemented, embracing an increasing share of production and sales 
revenues as well as an extended time horizon. Consequently, the 
Group is hedged against unexpected plunges in both copper and 
silver prices as well as rapid appreciation of the PLn versus the uSd. 
Thanks to this approach, it is also possible to avoid engaging signifi
cant volumes or notionals at a single price level. 
the Group continuously monitors metal and currency markets, 
which are the basis for decisions on implementing hedging strategies. 
The Parent entity applies hedge accounting to hedge the risk of chang
es of cash flows due to currency and commodity risk.

35.1.2 Techniques for market risk management

The primary technique for market risk management is the use of 
hedging strategies involving derivative instruments. Apart from 
this, natural hedging is also used.
All of the potential hedging strategies and the selection of those pre
ferred reflect the following factors: current and forecasted market 
conditions, the internal situation of the Group, suitability of instru
ments to be applied and the cost of hedging. in order to mitigate 
market risk, derivative instruments are primarily used. The Group 
transacts only these derivative instruments for which it has the 
ability to assess their value internally, using standard pricing mod
els appropriate for a particular type of derivative, and which can be 
traded without significant loss of value with a counterparty other 
than the one with whom the transaction was initially entered into. 
in evaluating the market value of a given instrument, the Group 
relies on information obtained from particular market leading 
banks, brokers and information services.
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it is permitted to use the following types of instruments:
•	 Swaps,
•	 Forwards	and	futures,
•	 Options,
•	 Structures	combining	the	above	instruments.

The instruments applied may be, therefore, either of standard param
eters (publicly traded instruments) or nonstandardised parameters 
(overthecounter instruments).

35.1.3 Hedge effectiveness requirement

According to the policy of Group companies hedging transactions 
can be entered into only if there is an appropriate instrument traded 
in a liquid market with a quoted reference price. Prior to the trans
action the Group is required to confirm and document the exist
ence of strong negative correlation between changes in the value of 
the reference instrument and changes in the value of actually
hedged exposure. Hedge effectiveness is subject to constant evalua
tion and monitoring.

35.1.4. Measurement of market risk

The Group quantifies and describes its market risk exposure using 
a consistent and comprehensive measure. 
Market risk management is supported by simulations (such as sce
nario analysis, stresstests, backtests) and calculated risk measures. 
The risk measures being used are mainly based on mathematical 
and statistical modelling, which uses historical and current market 
data concerning risk factors and takes into consideration the cur
rent exposure of the Group to market risk. 
Since 2007 the Parent entity has been using “earnings at risk” as 
one of the risk measures employed in market risk management. 
This measure indicates the lowest possible level of pretax profit for 
a selected level of confidence (for example, with 95% confidence 
the pretax profit for a given period will be not lower than…). The 
ear methodology enables the calculation of pretax profit incorpo
rating the impact of changes in market prices of copper, silver and 
foreign exchange rates in the context of budgeted results.
However, due to the fact that no single risk measure possesses the 
ability to completely reflect reality, mainly because of underlying 
assumptions concerning market factors, it is customary to employ 
quantitative models merely as a tool supporting the decision mak
ing process and a source of additional information. Such models 
are not the only basis for decision making in the market risk man
agement process. 

35.1.5 Restrictions on entering into hedging transactions

due to the risk of unexpected production cutback (for example be
cause of “force majeure”) or failure to achieve planned foreign cur
rency revenues, which could lead to overhedging of actual market 
risk exposure, the Group has set a limit for the volume of produc
tion or the amount of sales revenues for a given period that may be 
hedged, at a level of up to 80%. The maximum time horizon within 
which the Group makes decisions concerning hedging of market 
risk is set up in accordance with technical and economic planning 
process, and amounts to 5 years. However, it must be emphasised 
that regardless of the tool used to measure market risks, the results 
of such measurement for long time horizons (especially above 
2 years) may be subject to significant uncertainty, and therefore are 
treated as estimates.

35.1.6 Market risk exposure 
35.1.6.1 Commodity risk

The Group is exposed to the risk of changes in market prices of 
copper, silver and gold. The industry standard is that the price for
mulas used in physical delivery contracts are based on average 
monthly quotations from the London Metal exchange for copper 
and from the London bullion Market for silver and gold. the 
Group’s commercial policy is to set the price base for physical deliv
ery contracts as the average price of the month of dispatch (this is 
a typical price base, being in line with global industry standards). 
As a result the Group is exposed to the risk of decline in metals 
prices from the moment of entering into a sale contract until the 
moment of setting the contractual average metal price.

in a situation wherein a client expects that the price base in a con
tract is to be defined in a nonstandard manner and this manner is 
subsequently accepted, the Group may enter into transactions (ad
justment hedge transactions) which swap the base price requested 
by the customer for the average price from the month of dispatch. 
These transactions lead to a harmonisation of the base price applied 
to physical sales of products, and therefore harmonisation of the 
exposure to the risk of fluctuations in metals prices.

due to the fact that the Group utilises in the production process 
materials purchased from external sources containing various met
als, part of the sales is hedged naturally. Therefore, the analysis 
of the Group’s exposure to the market risk should be performed on 
a net basis, i.e. by deducting the volume of metals contained in ma
terials purchased from external sources from the volume of sales.

exposure of the Group to commodity risk is presented below:

FoR tHe 
PeRIoD

01.01.07– 31.12.07 01.01.06 – 31.12.06

sales Purchases sales Purchases

copper [‘000 
tonnes]

527 93 557 112

silver [tonnes] 1 177 30 1 239 97

Sensitivity of the Group’s financial instruments to commodity risk 
at the balance sheet date is presented in note 
35.1.10 Sensitivity analysis of KGHM Polska Miedź S.A. Group ex
posure to market risk.

35.1.6.2 Currency risk

The Group is exposed to the risk of changes in currency rates, as it 
is generally accepted on commodities markets that physical contracts 
are either concluded or denominated in uSd. The base (functional) 
currency for the Group however is the PLn. As a result, the Group 
receives the equivalent in PLn or exchanges the uSd it receives for 
PLn. Such exchanges lead to the risk associated with fluctuations 
in the uSd/PLn exchange rate during the period from the moment 
of entering into the trade contract to the moment of determining 
the exchange rate. in a situation wherein foreign clients pay in local 
currency for the copper or precious metals which they have import
ed, the Company is also exposed to fluctuations in the exchange 
rates of other currencies, e.g.: eur/PLn and to a lesser degree 
GbP/PLn.

Moreover, the Group is exposed to the risk of changes in currency 
rates due to the fact of drawing loans and incurring other liabilities 
(for example from the import of goods and services) which are de
nominated in currencies other than the uSd.
Sensitivity of the Group’s financial instruments to the currency risk 
at the balance sheet date is presented in note 35.1.10 Sensitivity anal
ysis of KGHM Polska Miedź S.A. Group exposure to market risk.

Consolidated financial statements
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35.1.6.3 Interest rate risk

The Group is exposed to interest rate risk due to:
– changes in the fair value of bank and other loans drawn, bonds 

purchased and bank accounts for which interest is calculated at 
fixed rates,

– changes in cash flow related to bank and other loans drawn, 
bonds purchased and bank accounts for which interest is calcu
lated at variable rates.

As at 31 december 2007 the Group had floating and fixed interest 
rate loan liabilities amounting to PLn 256 million.
At the balance sheet date the Group was not a party to any transac
tions hedging interest rate risk.

35.1.7 Hedging exposure to market risk in the Parent Entity

in 2007 copper hedging strategies represented approx. 25% (in 
2006: 34%) of the sales of this metal realised by the Company. With 
respect to silver sales this figure amounted to approx. 6% (in 2006: 
31%). in the case of currency market, hedged revenues from sales 
represented approx. 10% (in 2006: 13%) of total revenues from 
sales realised by the Parent entity.

in 2007, the Parent entity implemented copper price hedging strat
egies with a total volume of 150 thousand tonnes and a time hori
zon falling in 2008. The Parent entity used options. in addition, 
during the period the Parent entity implemented adjustment hedge 
strategies with a total volume of 5 390 tonnes and a time horizon 
falling in the following periods: January, from March to July, Sep
tember and october 2007 as well as the period from April to Sep
tember 2008. in the case of the silver market, during the analysed 
period strategies were implemented to hedge the price of this metal 
for a total volume of 19.2 million troz and a time horizon falling in 
2008 and 2009. The Parent entity used options. in 2007 no adjust
ment hedge transactions were entered into on the silver market.
in the case of the forward currency market, in 2007 the Parent en
tity implemented hedging strategies to hedge the uSd/PLn rate for 
uSd 300 million and with a time horizon falling in the second half 
of 2007. The Parent entity used forwards. during the analysed pe
riod no adjustment hedge transactions were entered into on the 
currency market.
the Parent entity remains hedged for a portion of copper sales 
planned in 2008 (150 thousand t), for a portion of silver sales planned 
in 2008 (12 million troz) and in 2009 (9.6 million troz). As at 31 de
cember 2007 the Parent entity has no open hedging transactions 
designated to hedge revenues from sales.

35.1.8 Impact of derivatives on the Group’s balance sheet

As at 31 december 2007, the fair value of open positions in deriva
tive instruments amounted to PLn 97 595 thousand, of which PLn 
115 017 thousand relate to financial assets (derivatives with positive 
fair value) and PLn 17 422 thousand relate to financial liabilities 
(derivatives with negative fair value).
These derivatives hedge cash flows arising from sales made in the 
months in which the settlement amounts of derivatives are fixed. 
This means that the effective portion of december derivatives con
tracted on the metals market in order to hedge future cash flows 
was transferred from equity to profit or loss on 31 december 2007, 
despite the fact that they were settled on 3 January 2008. These in
struments were measured at fair value and recognised in trade and 
other receivables as receivables due to unsettled derivative instru
ments, or in trade and other payables as payables due to unsettled 
derivative instruments.

The fair value of these instruments is as follows:
•	 PLN	8	877	thousand	presented	as	receivables	due	to	unsettled	

derivative instruments (note 14),
•	 PLN	3	304	thousand	presented	as	payables	due	to	unsettled	de

rivative instruments (note 20).

other information concerning derivatives is presented in note 13 
derivative instruments and in note 34.2 fair value.

35.1.9 Impact of derivatives on the Group’s profit or loss and equity 

in 2007, the result on derivative instruments amounted to PLn 
(745 121) thousand. The effective portion of the change in the fair 
value of hedging instruments that was transferred from equity to 
sales for the period amounted to PLn (435 533) thousand. other 
operating income and costs arising from derivative instruments 
amounted to PLn (309 588) thousand. Adjustment to other operat
ing income and costs arising from the measurement of derivative 
instruments results mainly from changes of the time value of op
tions, which will be settled in the future periods. due to the hedge 
accounting principles applied, the change in the time value of op
tions is not recognised in the revaluation reserve.

The impact of derivative instruments on profit or loss is presented 
below:
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tHe IMPAct oF DeRIvAtIve InStRUMentS on PRoFIt oR LoSS  
IS PReSenteD beLoW:

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

ImPact oN saLes (435 533) (2 331 029)

ImPact oN other oPeratING costs, oF WhIch: (309 588) (148 187)

Gains/ (losses) from settlement of derivative instruments (43 792) (9 591)

Gains/ (losses) from measurement of derivative instruments (265 796) (138 596)

totaL ImPact oF DerIVatIVe INstrumeNts oN ProFIt or Loss: (745 121) (2 479 216)

The value recognised in other operating income and costs for the 
year 2007 due to the ineffective portion of cash flow hedges amount
ed to PLn (179 995) thousand (of which PLn (154 964) thousand 
is a loss on the measurement of hedging instruments [in 2006: PLn 
(140 263) thousand], and PLn (25 031) thousand is a loss on the 
settlement of the ineffective portion of hedging instruments 
[in 2006: PLn (13 080) thousand]).
The Company accounts for cash flow hedging instruments according 
to the principles presented in note 2.2.5.7 “Main accounting poli
cies”. Those principles require recognition in equity of the effective 
portion of the change in the fair value of hedging transactions during 
the period in which these transactions are designated as a hedge of 

future cash flows. The amounts accumulated in equity are subse
quently transferred to profit or loss in the period in which the hedged 
transaction is settled.
The effectiveness of hedging instruments during the period is eval
uated and measured by comparing the changes in the forward prices 
of hedged items with the changes in the prices of forward contracts 
or the changes in the intrinsic value of options, as appropriate.

The tables below present the balances and movements in equity re
sulting from the transfer of effective portion of the gain or loss 
from changes in the fair value of derivative instruments designated 
as hedging instruments in cash flow hedges:

GAInS oR (LoSSeS) on HeDGInG InStRUMentS In cASH FLoW HeDGeS  
RecoGnISeD DIRectLY In eQUItY

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

cumulative gain or loss arising from changes in the fair value of hedging instruments in cash 
flow hedges at the beginning of the period

(557 528) (1 024 713)

amounts recognised in equity in the reporting period in respect of hedging transactions 131 890 (1 863 844)

amounts transferred from equity to the income statement 435 533 2 331 029

cumuLatIVe GaIN or Loss arIsING From chaNGes IN the FaIr VaLue  
oF heDGING INstrumeNts IN cash FLoW heDGes at the eND oF the PerIoD  
(eXcLuDING the DeFerreD taX eFFect)

9 895 (557 528)

AMoUntS RecoGnISeD In eQUItY At 31 December 2007 At 31 December 2006

reVaLuatIoN reserVe – commodity price risk hedging transactions (copper and silver)  
– derivatives

(964) (649 350)

reVaLuatIoN reserVe – currency risk hedging transactions – derivatives 29 968

reVaLuatIoN reserVe – currency risk hedging transactions – foreign currency loans 10 859 61 854

totaL reVaLuatIoN reserVe From heDGING INstrumeNts IN cash FLoW heDGes  
(eXcLuDING the DeFerreD taX eFFect)

9 895 (557 528)

Consolidated financial statements
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35.1.10 Sensitivity analysis of KGHM Polska Miedź S.A. Group 
exposure to market risk 
The Group identifies the following major market risks to which it is 
exposed:
•	 Commodity	Risk,
•	 Currency	Risk,
•	 Interest	Rate	Risk.

Currently the Group is mainly exposed to the risk of changes in cop
per and silver prices and changes in the uSd/PLn and eur/PLn 
currency exchange rates.

for sensitivity analysis of commodity risk factors (copper and sil
ver) the mean reverting Schwartz model (the geometrical ornstein
uhlenbeck process) is used, while the blackScholes model (the 
geometrical brown motion) is used for the uSd/PLn and eur/
PLn exchange rates. Quantiles from the model at the levels of 5% 
and 95% have been used as potential changes in a halfyear time 
horizon. Commodity models have been calibrated to historical 
prices adjusted for the effects of the PPi inflation index in the uSA, 
while currency models have been calibrated to the current struc
ture of forward interest rates. 

SenSItIvItY AnALYSIS  
AS At 31 DeceMbeR 2007

FINaNcIaL assets aND LIaBILItIes

VaLue at 
rIsK

 

31.12.2007 r.

carrYING 
amouNt

 

curreNcY rIsK commoDItY rIsK

usD / PLN eur / PLN coPPer PrIces [usD/t] sILVer PrIces [usD/troz]

2.91 
+19%

2.06 
– 15%

3.96 
+11%

3.31 
– 8%

9 376 
+41%

3 748 
– 44%

18.57 
+26%

8.54 
– 42%

P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity

shares and participation units in investment 
funds

10 665 10 665 1 680 (1 327)

trade receivables (net) 246 715 693 667 21 601 (17 063) 9 363 (6 823)

cash and cash equivalents 1 183 443 2 812 096 68 735 (54 294) 63 831 (46 513)

other financial assets (net) 10 840 79 177 1 417 (1 119) 158 (115)

Derivatives – currency 178 178 15 (11)

Derivatives – commodity contracts (metals) 97 417 97 417 15 499 (152) (12 243) 120 (55 188) 7 331 (66 735) 567 002 (12 789) (11 055) 128 457

trade payables (29 600) (651 288) (2 271) 1 794 (1 298) 945

Bank and other loans (3 149) (255 833) (269) 196

other financial liabilities (22 412) (228 311) (815) 644 (1 473) 1 073

ImPact oN ProFIt & Loss accouNt 105 846 (83 608) 70 327 (51 248) (55 188) (66 735) (12 789) (11 055)

ImPact oN eQuItY (152) 120 7 331 567 002 128 457

SenSItIvItY AnALYSIS  
AS At 31 DeceMbeR 2006

FINaNcIaL assets aND LIaBILItIes

VaLue at 
rIsK

 

31.12.2006 r.

carrYING 
amouNt

 

curreNcY rIsK commoDItY rIsK

usD / PLN eur / PLN coPPer PrIces [usD/t] sILVer PrIces [usD/troz]

3.30 
+13%

2.53 
– 13%

4.25 
+11%

3.49 
– 9%

7 534 
+19%

3 840 
– 39%

15.93 
+24%

6.93 
– 46%

P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity

shares and participation units in investment 
funds

14 191 64 527 1 526 (1 500)

trade receivables (net) 325 103 1 173 179 26 374 (25 924) 7 047 (5 819)

cash and cash equivalents 1 591 284 2 321 131 62 823 (61 750) 88 944 (73 446)

other financial assets (net) 151 16 779 4 (4) 10 (8)

Derivatives – currency 32 361 32 361 (783) (23 056) (2 772) 41 343

Derivatives – commodity contracts (metals) (571 889) (571 889) 8 323 (69 806) (8 181) 68 613 (6 555) (249 306) (55 216) 775 915 (3 167) (10 853) (4 894) 40 363

trade payables (40 378) (685 263) (2 118) 2 082 (1 827) 1 508

Bank and other loans (3 861) (182 592) (341) 282

other financial liabilities (235 572) (363 091) (22 910) 22 519 (1 985) 1 639

ImPact oN ProFIt & Loss accouNt 73 239 (75 530) 91 848 (75 844) (6 555) (55 216) (3 167) (4 894)

ImPact oN eQuItY (92 862) 109 956 (249 306) 775 915 (10 853) 40 363
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SenSItIvItY AnALYSIS  
AS At 31 DeceMbeR 2007

FINaNcIaL assets aND LIaBILItIes

VaLue at 
rIsK

 

31.12.2007 r.

carrYING 
amouNt

 

curreNcY rIsK commoDItY rIsK

usD / PLN eur / PLN coPPer PrIces [usD/t] sILVer PrIces [usD/troz]

2.91 
+19%

2.06 
– 15%

3.96 
+11%

3.31 
– 8%

9 376 
+41%

3 748 
– 44%

18.57 
+26%

8.54 
– 42%

P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity

shares and participation units in investment 
funds

10 665 10 665 1 680 (1 327)

trade receivables (net) 246 715 693 667 21 601 (17 063) 9 363 (6 823)

cash and cash equivalents 1 183 443 2 812 096 68 735 (54 294) 63 831 (46 513)

other financial assets (net) 10 840 79 177 1 417 (1 119) 158 (115)

Derivatives – currency 178 178 15 (11)

Derivatives – commodity contracts (metals) 97 417 97 417 15 499 (152) (12 243) 120 (55 188) 7 331 (66 735) 567 002 (12 789) (11 055) 128 457

trade payables (29 600) (651 288) (2 271) 1 794 (1 298) 945

Bank and other loans (3 149) (255 833) (269) 196

other financial liabilities (22 412) (228 311) (815) 644 (1 473) 1 073

ImPact oN ProFIt & Loss accouNt 105 846 (83 608) 70 327 (51 248) (55 188) (66 735) (12 789) (11 055)

ImPact oN eQuItY (152) 120 7 331 567 002 128 457

SenSItIvItY AnALYSIS  
AS At 31 DeceMbeR 2006

FINaNcIaL assets aND LIaBILItIes

VaLue at 
rIsK

 

31.12.2006 r.

carrYING 
amouNt

 

curreNcY rIsK commoDItY rIsK

usD / PLN eur / PLN coPPer PrIces [usD/t] sILVer PrIces [usD/troz]

3.30 
+13%

2.53 
– 13%

4.25 
+11%

3.49 
– 9%

7 534 
+19%

3 840 
– 39%

15.93 
+24%

6.93 
– 46%

P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity P&L equity

shares and participation units in investment 
funds

14 191 64 527 1 526 (1 500)

trade receivables (net) 325 103 1 173 179 26 374 (25 924) 7 047 (5 819)

cash and cash equivalents 1 591 284 2 321 131 62 823 (61 750) 88 944 (73 446)

other financial assets (net) 151 16 779 4 (4) 10 (8)

Derivatives – currency 32 361 32 361 (783) (23 056) (2 772) 41 343

Derivatives – commodity contracts (metals) (571 889) (571 889) 8 323 (69 806) (8 181) 68 613 (6 555) (249 306) (55 216) 775 915 (3 167) (10 853) (4 894) 40 363

trade payables (40 378) (685 263) (2 118) 2 082 (1 827) 1 508

Bank and other loans (3 861) (182 592) (341) 282

other financial liabilities (235 572) (363 091) (22 910) 22 519 (1 985) 1 639

ImPact oN ProFIt & Loss accouNt 73 239 (75 530) 91 848 (75 844) (6 555) (55 216) (3 167) (4 894)

ImPact oN eQuItY (92 862) 109 956 (249 306) 775 915 (10 853) 40 363

Potential changes in prices and currency rates have been presented 
in terms of percentages of the prices and currency rates used in the 
fair value measurement of financial instruments at the balance 
sheet date. following is a sensitivity analysis for each significant 
type of market risk to which the Group was exposed at the balance 
sheet date, showing what the impact would be on the profit for the 
period and equity of potential changes in specific risk factors di
vided by classes of financial assets and financial liabilities. 

in analysing the sensitivity of the item “derivatives–Currency” and 
“derivatives–Commodity contracts” it should be noted that the Par
ent entity holds a position in derivative instruments hedging future 
cash flows from the sale of copper and silver. it should also be not
ed that the Parent entity is exposed to risk in respect of the planned 
volume of copper and silver sales from its own production, adjust
ed by its position in hedging instruments.

Consolidated financial statements
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35.2 Liquidity risk and capital management

The Group is exposed to financial liquidity risk, where financial li
quidity is understood as the ability to settle its liabilities within 
given timeframes. The fact that the activities are financed using ex
ternal sources (loans, borrowings, buyer’s credit) increases the risk 
of losing liquidity in the future.
The Group must have permanent access to financial markets, and is 
therefore exposed to the risk of losing the ability to acquire new fi
nancing, as well as to refinance its current debt. This risk is primarily 

dependent on market conditions and on the evaluation of the cred
itworthiness of the Group.
The Group decides about the choice of investments and maturities of 
those investments, taking into account the maturities of its liabilities.
due to positive cash flows from operating activities in 2007 and the 
significant amount of cash balances at 31 december 2007, similar 
to 2006, the Group barely used external sources of financing.

Liquidity analysis for financial liabilities as at 31 December 
2007

LIQUIDItY AnALYSIS FoR FInAncIAL 
LIAbILItIeS AS At 31 DeceMbeR 2007

contractual maturities from the balance sheet date total (with-
out dis-

counting)

carrying 
amount

up to 3 
months

3-12 
months

1-3 years 3-5 years over 5 years

FINaNcIaL LIaBILItIes

trade payables 641 814 198 7 814 981 883 651 690 651 288

other financial liabilities 206 854 1 036 127 17 208 034 208 034

Bank loans 72 273 29 617 112 763 3 661 16 016 234 330 234 330

Loans 22 7 700 12 100 1 681 21 503 21 503

Finance lease liabilities 267 3 383 6 718 6 954 5 632 22 954 20 277

Derivatives – commodity contracts (metals) 964 964 17 422

totaL FINaNcIaL LIaBILItIes BY maturItY 921 230 42 898 139 522 13 294 22 531 1 139 475

LIQUIDItY AnALYSIS FoR FInAncIAL 
LIAbILItIeS AS At 31 DeceMbeR 2006

contractual maturities from the balance sheet date total (with-
out dis-

counting)

carrying 
amount

up to 3 
months

3-12 
months

1-3 years 3-5 years over 5 years

FINaNcIaL LIaBILItIes 675 051 1 729 7 483 925 1 388 686 576 685 263

trade payables 363 560 124 135 18 363 837 340 359

other financial liabilities 22 314 19 399 111 691 153 404 153 404

Bank loans 7 707 15 100 4 700 1 681 29 188 29 188

Loans 884 4 594 6 300 5 851 8 505 26 134 22 732

Finance lease liabilities 276 481 563 252 880 840 613 838 572

Derivatives – commodity contracts (metals) 10 10 10

totaL FINaNcIaL LIaBILItIes BY maturItY 1 338 300 596 681 141 578 11 611 11 592 2 099 762
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financial liabilities arising from derivatives are their intrinsic values, 
excluding the effects of discounting.
in 2007 the Group had overdraft facilities in the amount of PLn 
103 000 thousand and uSd 10 000 thousand. At the end of 2007 
unused overdraft facilities amounted to PLn 57 112 thousand and 
uSd 10 000 thousand.
in 2006 the Group had overdraft facilities in the amount of PLn 
56 500 thousand and uSd 10 000 thousand. At the end of 2006 un
used overdraft facilities amounted to PLn 34 335 thousand and 
uSd 10 000 thousand.
The Group manages its capital in order to maintain the capacity to 
continue its operations, including the realisation of planned invest
ments, in a manner enabling it to generate returns for the share
holders and benefits to other stakeholders.

in accordance with market practice, the Group monitors its capital, 
among others based on the equity ratio and the ratio of debt/ebitdA. 
The equity ratio is calculated as the relation of net tangible assets 
(equity less intangible assets) to total assets. 

The ratio of debt/ebitdA is calculated as the relation of borrow
ings and finance lease liabilities to ebitdA (operating profit plus 
depreciation/amortisation).
in order to maintain financial liquidity and the capacity to acquire 
external financing at a reasonable cost, the Group assumes that the 
equity ratio shall be maintained at a level of not less than 0.5, and 
the ratio of debt/ebitdA at a level of up to 2.0.

The above ratios at 31 december 2006 and 31 december 2007 are 
presented below:

eQUItY At 31 December 2007 At 31 December 2006

Less: intangible assets 9 501 609 8 513 912

Net tangible assets 119 231 126 014

total assets 9 382 378 8 387 897

equity ratio 13 459 505 13 227 869

0.70 0.63

operating profit

Plus: depreciation/amortisation 4 526 953 4 022 935

eBItDa 597 546 535 433

Borrowings and finance lease liabilities 5 124 499 4 558 368

ratio of DeBt/eBItDa 276 110 205 324

WsKaŹNIK:  DŁuG / eBItDa 0.054 0.045

due to the low level of financial debt of the Group as at 31 december 
2007, the ratio of debt/ebitdA was at a safe level and amounted 
to 0.054.
Meanwhile the equity ratio was above the assumed minimum level 
and amounted to 0.70 at 31 december 2007. The increase in this ra
tio at 31 december 2007 versus the level at 31 december 2006 re
sults from the fact that net tangible assets increased by 11%, with 
the relatively small change in the total assets value.
in 2007 and 2006 there were no external capital requirements im
posed on the Parent entity.

35.3  Credit risk

Credit risk is defined as the risk that counterparties of the Group 
will not be able to meet their contractual obligations. exposure to 
credit risk is related to three main areas:
•	 The	creditworthiness	of	the	customers	with	whom	physical	sale	

transactions are undertaken,
•	 The	creditworthiness	of	the	financial	institutions	(banks/brokers)	

with whom, or through whom, hedging transactions are under
taken,

•	 The	creditworthiness	of	the	entities	in	which	investments	are	
made, or whose securities are purchased.

financial instruments for which credit risk exposure with different 
characteristics from those mentioned above arises, are as follows:
•	 Cash	and	cash	equivalents,
•	 Derivative	instruments,

•	 Trade	receivables,
•	 Loans	granted,
•	 Debt	securities	and	participation	units	in	investment	funds,
•	 Guaranties	granted.

35.3.1  Credit risk related to cash and cash equivalents

All entities with which deposit transactions are entered into operate 
in the financial sector. These are mainly banks registered in Poland 
or operating in Poland as branches of foreign banks, which belong 
to european and American financial institutions with high credit 
ratings, appropriate level of equity and strong, stable market position. 
The maximum exposure of the Group to a single bank in respect of 
cash and cash equivalents amounts to 29% as at 31 december 2007.
Given the above as well as the shortterm nature of those invest
ments, the credit risk associated with cash and cash equivalents is 
estimated as low.

35.3.2  Credit risk related to derivative instruments

All entities with which derivative transactions are entered into op
erate in the financial sector. These are Polish and foreign financial 
institutions (mainly banks), with high or medium credit ratings, 
appropriate level of equity and strong, stable market position. The 
maximum exposure of the Group to a single entity in respect of 
derivative instruments amounts to 16.9%.
fair value of derivative instruments hedging metal prices and for
eign exchange rates at 31 december 2007 amounted to:

Consolidated financial statements
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 PLn 97 595 thousand  (positive balance on the valuation of de
rivative instruments), of which:

 PLn 17 422 thousand represent financial liabilities,
 PLn 115 017 thousand represent financial assets.

due to geographical and institutional diversification of creditors and 
cooperation with financial institutions having a high credit rating, the 
Group is not materially exposed to credit risk due to derivatives.

The Parent entity has entered into framework agreements on the 
net settlement of hedging transactions in order to reduce cash flows 
and the credit risk to the level of positive fair value of hedging 
transactions with the given counterparty.

35.3.3  Credit risk related to trade and other financial receivables

Companies of the Group have been cooperating for many years 
with a number of geographically diversified clients. The vast majority 
of sales goes to eu countries, including Poland.

Geographical concentration of credit risk of the Group for trade 
receivables arising from sales of copper and silver:

At 31 December 2007 At 31 December 2006
Poland eu (excl. Poland) other countries Poland eu (excl. Poland) other countries

 trade receivables from sales of copper and silver 55.6% 30.4% 14.0% 68.1% 25.2% 6.7%

The Parent entity makes the majority of its sales transactions based 
on prepayments. The Parent entity monitors the creditworthiness of 
all its customers on an ongoing basis, in particular those to whom 
buyer’s credit has been granted. buyer’s credit is only provided to 
proven, longterm customers, while sales of products to new cus
tomers are always 100% secured. The Parent entity has secured the 
majority of its receivables by promissory notes1, frozen funds on 
bank accounts, bank guarantees and documentary collection. in 
addition, the majority of contracts where customers are provided 
with buyer’s credit contain an ownership rights reservation clause 
confirmed by a date certain2.

The total value of the Group’s trade receivables as at 31 december 2007 
excluding the fair value of collaterals, in respect of which the Group 
may be exposed to credit risk, amounts to PLn 749 834 thousand 
(at 31 december 2006: PLn 1 240 501 thousand respectively). The 
significant decrease in the level of receivables compared to 2006 re
sults from sales of debt to financial institutions. The utilisation and 
the limits of factoring without recourse have been increased in 2007.
The concentration of credit risk in the Parent entity results from the 
fact that key clients are allowed extended terms of payment. Conse
quently, at 31 december 2007 the balance of receivables of the Group 
from 7 of the Parent entity’s largest clients, calculated as a percent
age of trade receivables at the balance sheet date, represents 48% of 
the balance of trade receivables (at 31 december 2006: 67.8%). de
spite this concentration of receivables from key clients (most of 
whom operate in the european union), the Parent entity believes 
that, given the available historical data as well as longlasting his
tory of cooperation, the level of credit risk is low.

The following Group companies have significant trade receivables: 
diALoG S.A. PLn 102 700 thousand, KGHM Polish Copper Ltd. 
PLn 48 619 thousand, KGHM Metraco S.A. PLn 45 158 thousand, 
KGHM Kupferhandelsges. m.b.H. PLn 28 094 thousand, PoL
MiedŹ trAnS Sp. z o.o. PLn 18 441 thousand, PebeKa S.A. PLn 

15 664 thousand, Walcownia Metali nieżelaznych spółka z o.o. PLn 
11 887 thousand, PHP “MerCuS” sp. z o.o. PLn 10 354 thousand.

These Group companies operate in various economic sectors, such 
as transport, construction, trade, industrial production and telecom 
services, and consequently there is no concentration of credit risk 
in any sector. The companies of the Group, with the exception of 
the Parent entity, do not enter into framework agreements of a net 
settlement in order to reduce exposure to credit risk, although in 
situations where the given entity recognises both receivables and 
liabilities with the same client, in practice net settlement is applied, 
as long as both parties accept such settlement. due to the extensive 
volatility in the level of net settlement on particular balance sheet 
days, it is difficult in practice to determine a representative amount 
of such compensation.

The KGHM Polska Miedź S.A. Group believes that the maximum 
amount of exposure of the Group to credit risk at the balance sheet 
date approximates the amount of the balance of trade receivables, 
without taking into account the fair value of any collateral. never
theless, the real risk that there will be no cash inflow to the Group 
due to trade receivables is low. 

35.3.4 Credit risk related to loans granted

At 31 december 2007, in accordance with data presented in note 14, 
trade and other receivables, the total amount of loans granted by 
Group companies does not exceed 0.04 % of total loans and re
ceivables (at 31 december 2006: 0.05%) and is the maximum level 
of losses to which the Group is exposed should a borrower fail to 
execute his liabilities (excluding the fair value of liabilities assumed). 
due to the fact that the financial condition and financial results of 
Group entities are continuously monitored, the Group believes that 
the level of credit risk is insignificant.

35.3.5 Credit risk related to investments in debt securities and 
participation units in investment funds

The Group invested its free cash resources in the State treasury and 
corporate bonds issued or guaranteed by entities granted an investment 
rating by the respectable international rating agencies (Standard&Poor’s, 
Moody’s, fitch). The Group has also purchased participation units 
in money market investment funds during the year. 

1  in order to speed up any potential collection of receivables, each 
promissory note is accompanied by a notarial enforcement decla
ration.

2 A trade contract clause officially certified by a notary means that 
the ownership of goods is transferred to the buyer only upon pay
ment, regardless of their physical delivery. during this time the 
buyer has free use of the goods.
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Given the above as well as the shortterm nature of the investments, 
the Group estimates that the level of credit risk for the above in
vestments is low.

35.3.6 Other information related to credit risk

Aging analysis of financial assets overdue as at balance sheet date, 
for which no impairment loss has been recognised

AGInG AnALYSIS oF FInAncIAL ASSetS oveR-
DUe AS At bALAnce SHeet DAte, FoR WHIcH 
no IMPAIRMent LoSS HAS been RecoGnISeD

Value
up to 1 
month

From 1 to 3 
months

From 3 to 6 
months

From 6 to 
12 months

over 1 year

at 31 DecemBer 2007

trade receivables 41 818 38 045 2 949 481 46 297

other receivables 231 132 70 21 3 5

at 31 DecemBer 2006

trade receivables 88 703 77 089 7 216 3 033 1 067 298

other receivables 1 096 211 614 24 152 95

The Group analyses receivables primarily on an individual basis 
in terms of the indication and recognition of impairment allow-
ance. Significant indicators are described in note 2.2.5.5. 

Changes in allowances for impairment of financial assets by asset 
classes are presented in the table below:

A) tRADe ReceIvAbLeS  
(cAteGoRY: LoAnS AnD FInAncIAL ReceIvAbLeS)

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

ImPaIrmeNt aLLoWaNce at the BeGINNING oF the PerIoD 67 322 69 563

Impairment allowance recognised in profit or loss 15 498 10 991

Impairment allowance reversed through profit or loss (18 663) (14 246)

Impairment allowance on foreign exchange differences 333 (20)

Impairment allowance utilised during the period (8 320) (2 077)

Impairment allowance on costs of legal proceedings (3) 3 049

Impairment allowance at the acquisition date  62

ImPaIrmeNt aLLoWaNce at the eND oF the PerIoD 56 167 67 322

xb) otHeR FInAncIAL ASSetS  
(cAteGoRY: LoAnS AnD FInAncIAL ReceIvAbLeS)

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

ImPaIrmeNt aLLoWaNce at the BeGINNING oF the PerIoD 3 899 14 184

Impairment allowance recognised in profit or loss 436 69

Impairment allowance reversed through profit or loss (529) (156)

Impairment allowance on foreign exchange differences (3)

Impairment allowance utilised during the period (132) (10 186)

Impairment allowance on costs of legal proceedings 14 (12)

Impairment allowance at the acquisition date    

ImPaIrmeNt aLLoWaNce at the eND oF the PerIoD 3 685 3 899
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c) Debt SecURItIeS  
(cAteGoRY: AvAILAbLe-FoR-SALe FInAncIAL ASSetS)

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

ImPaIrmeNt aLLoWaNce at the BeGINNING oF the PerIoD 268 268

Impairment allowance recognised in profit or loss for the period 131

Impairment allowance reversed through profit or loss for the period (100)

ImPaIrmeNt aLLoWaNce at the eND oF the PerIoD 299 268

SHARe oF PRoFItS/LoSSeS oF ASSocIAteS AccoUnteD  
FoR USInG tHe eQUItY MetHoD

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

share of profits of associates 265 093 220 780

totaL 265 093 220 780

36. Share of profits/losses of associates accounted for using the 
equity method

IncoMe tAx
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Profit before tax 4 756 887 4 216 613 

tax calculated using the domestic rates applicable  to incomes in individual countries 
is 19.08% (year 2006: 19.29%)

907 670 813 276 

Non-taxable income (199 196) (814 340) 

expenses not deductible for tax purposes 162 028 756 529 

utilisation of previously-unrecognised tax losses (55 874) (21 456) 

tax losses on which deferred tax assets were not recognised 349 2 841 

Deductible temporary differences on which deferred tax assets were not recognised (863) (183) 

adjustments to current income tax from prior periods 7 256 566 

INcome taX eXPeNse the average income tax rate applied was 17.27% (year 2006: 17.48%) 821 371 737 233 

37. Income tax

IncoMe tAx Note
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

current income tax 859 303 802 345 

adjustments to current income tax from prior periods 7 257 566 

Deferred income tax 23 (45 189) (65 678) 

totaL 821 371 737 233 

the tax on the Group's profit before tax differs in the following 
manner from the theoretical amount that would arise if the theo
retical tax rate was applied, as a sum of profits before tax, multiplied 

by the income tax rate of the home country of each company and 
then divided by profit before tax.

bASIc eARnInGS/DILUteD eARnInGS
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Profit attributable to shareholders of the Parent entity 3 934 559 3 479 183

Weighted average number of ordinary shares ('000) 200 000 200 000

Basic/diluted earnings per share (PLN/share) 19.67 17.40

there are no dilutive potential ordinary shares.

38. Earnings per share
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39. Dividend paid and proposed for payment

in accordance with the statutes of the Parent entity, distributable 
profit is the profit from the separate financial statements of KGHM 
Polska Miedź S.A. 

The dividend for 2005, in the amount of PLn 2 000 000 thousand 
i.e. PLn 10.00 per share, was paid on 2 August 2006, based on reso
lution no. 6/2006 of the General Shareholders’ Meeting of KGHM 
Polska Miedź S.A. dated 14 June 2006.

in accordance with resolution no. 39/2007 of the ordinary General 
Shareholders Meeting of KGHM Polska Miedź S.A. dated 30 May 
2007 on appropriation of profit for the year 2006 and setting of the 
right to dividend and dividend payment dates, corrected by resolu
tion no. 3/2007 of the extraordinary General Shareholders Meeting 
of KGHM Polska Miedź S.A. dated 9 July 2007 respecting the cor
rection of a resolution no. 39/2007 of the ordinary General Share
holders’ Meeting dated 30 May 2007, the amount of profit 
appropriated for the dividend is PLn 3 394 000 thousand, i.e. PLn 
16.97 per share.
The rights to dividend date (record date) was set at 25 June 2007 and 
the dividend payment dates at 10 July 2007 for the amount of PLn 
1 698 000 thousand, i.e. PLn 8.49 per share, and 10 September 2007 for 
the amount of PLn 1 696 000 thousand, i.e. PLn 8.48 per share.

The amount of PLn 1 698 000 thousand, i.e. PLn 8.49 per share, 
was paid on 10 July 2007.

due to a suit submitted by a shareholder regarding invalidity or 
annulment of resolution no. 3/2007 of the extraordinary General 
Shareholders Meeting of KGHM Polska Miedź S.A. dated 9 July 
2007, along with a request to safeguard the claim by issuing a court 
injunction prohibiting the Company from executing the second 
tranche of the dividend payout in the amount of PLn 1 696 000 
thousand, the regional Court in Legnica Section vi (economic), by 
a ruling dated 1 August 2007, agreed to safeguard the claim by pro
hibiting the defendant from paying the second tranche of the dividend 
in the amount of PLn 1 696 000 thousand, which was scheduled 
for 10 September 2007. The Company filed an appeal against this 
ruling. on 6 September 2007 the Court of Appeals in Wrocław dis
missed the Company’s appeal against the decision issued by the 
regional Court in Legnica dated 1 August 2007 regarding prohibi
tion of the payout of the second tranche of the dividend. 

on 18 September 2007, the regional Court in Legnica, Section vi 
(economic), passed the verdict which stated the invalidity of resolu
tion no. 3/2007 of the extraordinary General Shareholders Meeting 
of KGHM Polska Miedź S.A. dated 9 July 2007.

on 10 october 2007, the Sołtysiński & Szlęzak office of Legal advi
sors and Attorneys limited partnership in Warsaw representing the 
Company, filed an appeal with the Court of Appeals in Wrocław 
against the verdict of the regional Court in Legnica dated 18 Sep
tember 2007, which stated invalidity of  resolution no. 3/2007 of 
the extraordinary General Shareholders Meeting of KGHM Polska 
Miedź S.A. dated 9 July 2007.

in the verdict issued on 28 november 2007 the Court of Appeals in 
Wrocław allowed the Company’s appeal and changed the verdict of 
the regional Court in Legnica dated 18 September 2007 in such 
a manner that it dismissed the shareholder’s claim regarding invalid
ity of resolution no. 3/2007 of the extraordinary General Sharehold
ers Meeting of KGHM Polska Miedź S.A. dated 9 July 2007.
following the verdict of the Court of Appeals in Wrocław dated 
28  november 2007, the Company’s Management board, by way of 
resolution dated 30 november 2007, set the date for the payment 
of the second tranche of the dividend for the year 2006 amounting 
to PLn 1 696 000 thousand, i.e. PLn 8.48 per share, at 12 decem
ber 2007.

The amount of PLn 1 696 000 thousand, i.e. PLn 8.48 per share, was 
paid on 12 december 2007.

on 4 March 2008, the Management board of KGHM Polska Miedź 
S.A. resolved to submit a proposal for the General Shareholders’ 
Meeting of KGHM Polska Miedź S.A. to pay out a dividend for 
2007 of PLn 1 100 000 thousand, i.e. PLn 5.50 per share. 

The above proposal of the Management board must be evaluated by 
the Supervisory board of the Company before it is submitted to the 
General Shareholders Meeting. A final decision respecting the ap
propriation of profit of KGHM Polska Miedź S.A. for financial year 
2007 will be made by the General Shareholders’ Meeting of KGHM 
Polska Miedź S.A.

All shares of the Company are ordinary shares.

Consolidated financial statements
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cASH GeneRAteD FRoM oPeRAtInG ActIvItIeS
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

ProFIt For the PerIoD 3 935 516 3 479 380

aDJustmeNts:

Income tax from the income statement 821 371 737 233

Depreciation/amortisation 597 546 535 433

Losses on sales of property, plant and equipment and intangible assets 21 498 17 039

Gains on sales of financial assets (18 985) (15 286)

Gains on sales and change in the fair value of investment property (13 786) (13 706)

recognition and reversal of impairment losses 8 261 27 054

share of profits of associates accounted for using the equity method (265 093) (220 780)

Interest and share in profits (dividends) 9 674 4 779

exchange gains/(losses) 41 858 (13 573)

change in provisions 89 595 25 770

change in derivative instruments (69 699) (77 738)

other adjustments (5 121) 14 463

chaNGes IN WorKING caPItaL:

 Inventories 24 268 (524 227)

 trade and other receivables 459 269 (554 131)

 trade and other payables (38 957) 194 806

cash GeNerateD From oPeratING actIVItIes 5 597 215 3 616 516

PRoceeDS FRoM SALeS oF IntAnGIbLe ASSetS AnD PRoPeRtY,  
PLAnt AnD eQUIPMent 

For the period
from 1 January 2007  

to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Net carrying amount of sold property, plant and equipment and intangible assets and costs 
related to disposal

42 183 22 820

Losses on sales of property, plant and equipment and intangible assets (21 498) (17 039)

change in receivables due to sales (646) (254)

capitalised gains from the disposal of property, plant and equipment and intangible assets (38)

ProceeDs From saLes oF ProPertY, PLaNt aND eQuIPmeNt aND INtaNGIBLe assets 20 001 5 527

41. Related party transactions

As the Polish State treasury has control over KGHM Polska Miedź S.A. 
and is presumed to be de facto the “parent entity” of the Company, 

the State treasury Companies (see the list of Companies at 30 June 
2007) meet the definition of related entities. turnover and balances 
with these entities have been reflected in the information presented 
in this note, in those items respecting other related entities.

SALeS to ReLAteD entItIeS
For the PerIoD From 1 JaNuarY 2007 to 31 DecemBer 2007

sales  
of products

sales of goods  
for resale and 

materials

– to associates 2 532 217

– to key management and supervisory personnel 25

– to other related entities* 56 536 20 412

totaL saLes to reLateD eNtItIes 59 093 20 629

during the period from 1 January to 31 december 2007, no sales of 
property, plant and equipment, intangible assets and investment 
property to related entities of the Group were reported.

*State treasury subsidiaries from which the KGHM Polska Miedź 
S.A. Group earned revenues (5 largest items) during the period 
from 1 January to 31 december 2007:

1. Wojewódzkie Przedsiębiorstwo energetyki Cieplnej 24 907 
 w Legnicy S.A.
2. fabryka Przewodów energetycznych S.A. 11 252

3. Zakłady Chemiczne ”PoLiCe” S.A. 8 168
4. CentroZŁoM WroCŁAW S.A. 8 119
5. Huta będzin S.A.  7 411

Sales to the abovementioned entities represent around 80% of sales 
to the State treasury subsidiaries. The remaining 20% represent 
revenues earned from 101 entities – the remaining clients of the 
Group related to the State treasury.

40. Cash generated from operating activities
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SALeS to ReLAteD entItIeS
For the PerIoD From 1 JaNuarY 2006 to 31 DecemBer 2006

sales  
of products

sales of goods  
for resale  

and materials

sales of property,  
plant and equipment, 

intangible assets,  
investment property

– to associates 2 610 385

– to key management, supervisory personnel 22 1

– to other related entities 75 265 8 128 58

totaL saLes to reLateD eNtItIes 77 897 8 514 58

PURcHASeS FRoM ReLAteD entItIeS
For the PerIoD From 1 JaNuarY 2007 to 31 DecemBer 2007

Purchase  
of services

Purchase of goods 
for resale  

and materials 

Purchase of property, 
plant and equipment, 

intangible assets,  
investment property

– from associates 38 738 15 592 6

– from other related entities* 566 755 73 112 9 417

totaL Purchases From reLateD eNtItIes 605 493 88 704 9 423

PURcHASeS FRoM ReLAteD entItIeS 
For the period from 1 January 2006 to 31 December 2006

Purchase  
of services

Purchase  
of goods for resale 

and materials

Purchase of property, 
plant and equipment, 

intangible assets,  
investment property

– from associates 37 651 15 248 2

– from other related entities 613 178 146 639 6 305

totaL Purchases From reLateD eNtItIes 650 829 161 887 6 307

* State treasury subsidiaries from which the KGHM Polska Miedź 
S.A. Group made purchases (5 largest items) during the period 
from 1 January to 31 december 2007:

1. energiaPro Koncern energetyczny S.A. 483 846
2. Polskie Górnictwo naftowe i Gazownictwo S.A. 87 134
3. “StomilPoznań” S.A. 18 647

4. nitroerG S.A. 9 444
5. PPuP Poczta Polska 6 806

Purchases from the abovementioned entities represent around 
96% of purchases from the State treasury subsidiaries. The remaining 
4% represent purchases from 108 entities – the remaining clients of 
the Group related to the State treasury.

ReMUneRAtIon oF tHe MAnAGeMent 
boARD In 2007

Wages and other 
current employee 

benefits

Benefits  
due to termination 

of employment 
relationship

Post-employment 
benefits

total  
earnings  

in 2007

Krzysztof skóra 949 949

maksymilian Bylicki 949 949

marek Fusiński 775 775

stanisław Kot 597 597

Ireneusz reszczyński 752 752

Dariusz Kaśków 98 98

Wiktor Błądek 83 10 93

mirosław Biliński 37 37

andrzej Krug 75 75

robert Nowak 65 23 88

sławomir Pakulski 55 55

Jarosław andrzej szczepek 75 75

marek szczerbiak 88 88

totaL 4 120 441 70 4 631

Consolidated financial statements
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ReMUneRAtIon oF tHe MAnAGeMent 
boARD In 2006

Wages and other 
current employee 

benefits

Benefits  
due to termination 

of employment 
relationship

Post-employment 
benefits

total  
earnings  

in 2006

Krzysztof skóra 668 668

maksymilian Bylicki 685 685

marek Fusiński 561 561

stanisław Kot 255 255

Ireneusz reszczyński 558 558

marian Krzemiński 51 51

mirosław Biliński 212 16 228

Wiktor Błądek 427 268 695

andrzej Krug 251 101 352

robert Nowak 251 73 324

sławomir Pakulski 2 857 70 2 927

Jarosław andrzej szczepek 329 131 460

marek szczerbiak 296 82 378

totaL 7 350 741 51 8 142

ReMUneRAtIon oF tHe SUPeRvISoRY boARD In 2007
remuneration due to service in the supervisory Board,  

wages and other current employee benefits

adam Glapiński 21

adam Łaganowski 61

anna mańk 49

stanisław Potycz 76

Jan sulmicki 20

marcin Ślęzak 69

Jerzy Żyżyński 69

Leszek Jakubów 17

remigiusz Nowakowski 14

Józef czyczerski 140

Leszek hajdacki 236

ryszard Kurek 238

totaL 1 010
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ReMUneRAtIon oF tHe SUPeRvISoRY boARD In 2006
remuneration due to service in the supervisory Board,  

wages and other current employee benefits

adam Łaganowski 14

stanisław Potycz 13

Jan sulmicki 12

Jerzy Żyżyński 12

antoni Dynowski 58

marcin Ślęzak 58

ryszard Wojnowski 47

czesław cichoń 34

Krzysztof skóra 20

maciej Kruk 57

Józef czyczerski 152

Leszek hajdacki 201

ryszard Kurek 212

Jan rymarczyk 6

tadeusz Janusz 6

elżbieta Niebisz 7

Krzysztof szamałek 6

marek Wierzbowski 5

totaL 920

tRADe ReceIvAbLeS FRoM ReLAteD entItIeS At 31 December 2007 At 31 December 2006

 - from associates 505 271

 - from other related entities * 16 538 7 642

totaL receIVaBLes From reLateD eNtItIes 17 043 7 913

* State treasury subsidiaries from whom the KGHM Polska Miedź S.A. 
Group at 31 december 2007 recognised receivables due to sales 
(5 largest items):

1. Wojewódzkie Przedsiębiorstwo energetyki Cieplnej  3 626 
 w Legnicy S.A.
2. fabryka Przewodów energetycznych S.A. 1 061
3. Zakłady Chemiczne ”PoLiCe” S.A. 1 010
4. CentroZŁoM WroCŁAW S.A. 798
5. Zakłady GórniczoHutnicze "boLeSŁAW" S.A.  542

receivables from the abovementioned entities represent around 85% 
of receivables from sales to the State treasury subsidiaries. The re
maining 15% represent receivables from sales earned from 64 entities 

– the remaining clients of the Group related to the State treasury.

The amount of the allowance for impairment of receivables from 
related entities at the balance sheet date and the amount of the allow
ance concerning related entities taken to profit or loss during the 
period is insignificant from the point of view of the consolidated 
financial statements.

tRADe PAYAbLeS toWARDS ReLAteD entItIeS At 31 December 2007 At 31 December 2006

 - towards associates 10 463 7 705

 - towards other related entities * 68 393 57 895

totaL LIaBILItIes toWarDs reLateD eNtItIes 78 856 65 600

* State treasury subsidiaries towards which the KGHM Polska 
Miedź S.A. Group at 31 december 2007 recognised purchase liabil
ities (5 largest items):

1. energiaPro Koncern energetyczny S.A. 52 349
2. “StomilPoznań” S.A. 2 495
3. Polskie Górnictwo naftowe i Gazownictwo S.A. 1 817
4. nitroerG S.A. 1 349
5. Huta Cynku “Miasteczko Śląskie” Spółka Akcyjna 369

Liabilities towards the abovementioned entities represent around 
96% of liabilities due to purchases from the State treasury subsidi
aries. The remaining 4% represent liabilities towards 49 entities 

– the remaining clients of the Group related to the State treasury.

in addition, entities of the KGHM Polska Miedź S.A Group make 
with the State treasury settlements in respect of various types of 
taxes and charges. These transactions have been described in other 
notes of the financial statements.

Consolidated financial statements
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At 31 December 2007 At 31 December 2006

GuaraNtees receIVeD: 4

– from other related entities 4

GuaraNtees GraNteD to: 270 280

– other related entities 270 280

totAL vALUe oF FUtURe MInIMUM PAYMentS At 31 December 2007 At 31 December 2006

up to one year 17 056 24 216

From one to five years 34 891 81 856

over five years 16 213 12 524

totaL: 68 160 118 596

42. Off-balance sheet liabilities due to operating leases

entities of the Group have entered into operating leases agreements 

related to the rental of office space, space serving radio and cable 
networks, mining machinery, vehicles and medical and it equip
ment.

LeASe PAYMentS RecoGnISeD In PRoFIt oR LoSS
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

Value of minimum lease payments 27 133 22 813

contInGent IteMS AnD otHeR oFF-bALAnce SHeet IteMS At 31 December 2007 At 31 December 2006

coNtINGeNt receIVaBLes 158 816 167 792

– contested state Budget issues 146 054 157 633

– guarantees received 12 762 10 154

– disputed issues, pending court proceedings 5

oFF-BaLaNce sheet receIVaBLes 25 195

– inventions, implementation of projects 25 195

coNtINGeNt LIaBILItIes 698 660 780 941

– guarantees granted 30 002 27 639

– promissory note liabilities 15 501 12 881

– disputed issues, pending court proceedings 7 533 17 609

– contingent penalties 3 893 4 243

– agreement on the acceptance of the offer and conditional transfer of shares in Polkomtel s.a 641 731 718 569

oFF-BaLaNce sheet LIaBILItIes Due to ImPLemeNtatIoN rIGhts, INVeNtIoN ProJects 
aND other uNreaLIseD aGreemeNts

55 588 30 537

43. Contingent items and other off-balance sheet items

The value of contingent assets was determined based on estimates.
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Information on execution of an agreement on the acceptance of 
the offer and conditional transfer of shares in Polkomtel S.A.

on 10 March 2006, KGHM Polska Miedź S.A., PKn orlen S.A., 
PSe S.A. and Węglokoks S.A. as the purchasers, and tdC Mobile 
international A/S as the seller, executed an “Agreement on the Ac
ceptance of the offer and Conditional transfer of Shares in Pol
komtel S.A.” (the “Agreement”). The signing of the Agreement was 
preceded by signing the “Shareholders Agreement on the Purchase 
of Shares in Polkomtel S.A. from tdC Mobile international A/S and 
taking Joint Actions Aimed at disposing of All Shares Held in Pol
komtel S.A.” between KGHM Polska Miedź S.A., PKn orlen S.A., 
PSe S.A. and Węglokoks S.A., as shareholders in Polkomtel S.A.

As a result of a socalled Change of ownership in relation to tdC 
Mobile international A/S, the other shareholders of Polkomtel S.A. 
(including vodafone Americas inc.) have obtained, in accordance 
with §12.14 of the Statute of Polkomtel S.A., the right to acquire a 
total of 4 019 780 shares held by tdC Mobile international A/S in 
Polkomtel S.A., in a proportion equal to the percentage of the 
shares held by each shareholder in Polkomtel S.A., other than the 
shares held by tdC Mobile international A/S. The purchase offer 
was delivered by tdC Mobile international A/S to the remaining 
shareholders on 8 february 2006. The Agreement has been execut
ed in result of the execution of the acquisition right of KGHM Pol
ska Miedź S.A., PKn orlen S.A., PSe S.A. and Węglokoks S.A. with 
respect to the shares referred to in the offer by tdC Mobile inter
national A/S. There is a dispute between vodafone Americas inc. 
and tdC Mobile international A/S connected with this offer and in 
connection with such dispute the injunction of 24 february 2006 as 
described below has been instituted.

Pursuant to the Agreement, KGHM Polska Miedź S.A. may acquire 
980 486 shares in Polkomtel S.A., representing approximately 4.78% 
of the share capital of Polkomtel S.A., for a purchase price not ex
ceeding eur 214.04 per share (the equivalent of PLn 832.72 pur
suant to fixing rates list no 50/A/nbP/2006 of 10 March 2006), and 
an aggregate purchase price not exceeding eur 209 863 223.44 
(the equivalent of PLn 816 472 870.79). upon KGHM Polska 
Miedź S.A., PKn orlen S.A., PSe S.A. and Węglokoks S.A. acquir
ing the shares pursuant to the Agreement, together with already
held shares, the said entities will hold in aggregate more than 75% 
of the total number of shares of Polkomtel S.A.

The parties agreed to vote at any General Meeting of the Polkomtel S.A. 
in favour of dividends distributed to the shareholders as allowed 
under the applicable laws from the retained net profits for years 
preceding 2005, 100% of the net profit of Polkomtel S.A. generated 
for years 2005 and 2006 and at least 50% of the net profit generated 
for any subsequent financial year. The amount of dividend paid out 
to the seller reduced by the interest on the maximum purchase price 
may result in the reduction of effective purchase price of shares.

The Agreement has been executed subject to the following condi
tion precedent: the expiry or cancellation with respect to the shares 
covered by the Agreement of the injunction instituted by the dis
trict Court in Warsaw on 24 february 2006 or absence of any other 
injunction instituted by any other judiciary authority (or any other 
measure of a similar nature) prohibiting a transfer of shares in 
Polkomtel S.A. covered by the Agreement by tdC Mobile interna
tional A/S.

Pursuant to the Agreement, KGHM Polska Miedź S.A., PKn orlen 
S.A., PSe S.A. and Węglokoks S.A. as the purchasers have the right 
not to purchase the shares of Polkomtel S.A. if by 10 March 2009 
(or such other date as the parties may agree) the abovementioned 
condition precedent is not fulfilled, or until that date other circum
stances exist related to the disputes between vodafone Americas 

inc. and tdC Mobile international A/S that may constitute an ob
stacle for the purchase from tdC Mobile international A/S of the 
shares covered by the Agreement, as a result of which the Agree
ment shall terminate as of that date. 

on 10 March 2006, vodafone Americas inc. filed a claim with the 
international Court of Arbitration of the federal Chamber of Com
merce in vienna against six entities, naming tdC Mobile interna
tional A/S as the Principal respondent, Polkomtel S.A. as the first 
Auxiliary respondent and KGHM Polska Miedź S.A., PKn orLen 
S.A., PSe S.A. and Węglokoks S.A. as further Auxiliary respondents. 
in the statement of its claims, vodafone Americas inc. has challenged, 
among others, the method of setting the price by tdC international 
A/S in the offer addressed to the other shareholders of Polkomtel S.A.

on 28 March 2008 attorneys ad litem of the Parent entity received 
a copy of the partial verdict of the Court of Arbitration in vienna on 
the claim of vodafone Americas inc. against Polkomtel S.A. and the 
other shareholders of Polkomtel S.A.

The Court ruled that the agreement dated 10 March 2006 on pur
chasing the remaining shares of Polkomtel S.A. (belonging to tdC 
Mobile international A/S) by the Polish shareholders of Polkomtel S.A. 
is valid, and does not infringe either on the statutes of Polkomtel 
S.A. or on the shareholder agreements. The legal consequences of 
this verdict are currently being analysed, and based on this analysis 
further steps may be taken in this matter.

Contested State Budget issues
Legal regulations related to vAt and corporate income tax for 2007 

– apart from the manner used by the Parent entity to settle exchange 
rate differences using the balance sheet method – have not been sig
nificantly changed as compared to the prior year, these changes may 
have resulted in significant changes in the Parent entity’s tax policy.

despite some stabilisation of court and administrative tax judgments, 
tax interpretations issued by the tax office – through implemented 
duty of issuing individual interpretations regarding tax law prob
lems by the Ministry of finance, there are still areas of uncertainty 
and disputes. issues regarding qualification of tax costs and the de
termination of tax base are and still may have caused the tax risk 
for entities pursuing economic activity.

tax bodies, operating within their assigned spheres of competence, 
are authorised to conduct controls and to examine records relating 
to business transactions accounted for in financial accounts within 
a period of 5 years from the end of the fiscal year for which a tax 
return was made and a financial result was calculated. This means 
in turn that, given the lack of consistent interpretation, tax bodies 
may charge KGHM Polska Miedź S.A. with additional taxation as 
well as interest and penalties. 

in the opinion of the Management board of the Parent entity, there 
are no existing circumstances which would indicate the possibility 
of the arising of significant tax liabilities.

Contingent receivables due to contested State budget issues regard
ing income taxes and vAt amounted at the balance sheet date to 
PLn 2 767 thousand, of which:

– Corporate income tax for 2000 360 
– Corporate income tax for 2001 2 117
– Personal income tax for 2001 290 

Contingent receivables regarding contested issues on property tax 
amounts to PLn 119 628 thousand.

Consolidated financial statements
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in december 2007 a legal dispute respecting taxation of profit pay
ment ended. The Constitutional tribunal considered the complaint 
made by KGHM Polska Miedź S.A. regarding compliance of Act on 
payment from net profit made by Stateowned companies with the 
Polish Constitution.
The Constitutional tribunal dropped claims regarding payment from 
profit for the years 1996 and 1997. The value of the dispute amounted 
to PLn 23 729 thousand and PLn 5 292 thousand, respectively.
The tribunal recognised, that the Parent entity, being in the years 
1996–1997 a public economic entity, can not cite the laws and liberties 
guarantied by the constitution. This means, that the tribunal re
jected to analyse the compliance of laws pointed in a constitutional 
complaints with the Polish Constitution, and thereby ended proceed
ings. The Constitutional tribunal verdict is final and binding.

Legal disputes regarding property tax remain in the course of court 
proceedings, as well as the constitutional complaint submitted by the 
Parent entity regarding compliance of the law on tax and local charg
es with the Polish Constitution.  the subject of the abovemen
tioned dispute is the property tax on underground mining facilities. 
The decision of the tribunal will represent the final resolution of 
the matter of taxation of underground mining facilities.

due to contested State budget issues, contingent receivables in the sub
sidiary PoLMiedŹ trAnS Sp. z o.o. amount to PLn 23 658 thou
sand, of which:

– excise tax 22 579
– fee for the right of perpetual usufruct 1 079

Tax controls
At 31 december 2007 two tax proceedings are being conducted, re
sulting from tax controls of the tax on goods and services (vAt) for 
the months of december 2005 and december 2006. At 31 decem
ber 2007 the Head of the Lower Silesia tax office had not yet is
sued a decision in either matter.

As a result of controls carried out in the period 2006–2007 by the 
Head of the Wroclaw tax Control office d/C in Legnica, with respect 
to „Accuracy of the declared tax bases and the correctness of the 
calculation and payment of taxation representing State budget income, 
as well as other receivables due to the State budget or State special 
funds for 2003.”, the Parent entity was assessed with tax liabilities in 
arrears in the total amount of PLn 9 566 thousand, of which:

– vAt tax with additional tax liabilities  91 
– Corporate income tax  7 084 
– Lumpsum income tax  2 392 

KGHM Polska Miedź S.A has paid the liabilities arising from the is
sued decisions with total accrued interest of PLn 13 782 thousand.
KGHM Polska Miedź S.A has submitted appeals from all decisions 
issued by the Head of the tax Control office. on 24 december 2007 
the decision regarding corporate income tax was reversed and sub
mitted to the Head of the tax Control office for reexamination. on 
2 January 2008 an organ of second resort issued a final decision which 
decreased the amount of liability resulting from lumpsum income 
tax to PLn 1 914 thousand (in respect of which the above decision 
will be appealed to the voivodeship Administrative Court).
no final decision was issued regarding the tax on goods and services.
in 2007 the subsidiary „Zagłębie” Lubin SSA underwent the control 
by ZuS respecting the correctness of the manner of calculating, de
ducting and the payment of premiums. As a result of this control, 
ZuS questioned the manner of calculation of the premium to ZuS 
on player contracts for the period from 1 January 1999 to 30 June 
2007. The amount of questioned premiums together with interest 
amounts to PLn 12 742 thousand. 

The company created a provision for the above liabilities against the 
result of prior years, and appealed in whole the above decision to 
the regional Court in Legnica, Section v (Labour and Social insur
ance) through the Legnica branch of ZuS.

in 2007 the Legnica branch of the tax office in Wrocław conducted 
a tax control in the subsidiary PoLMiedŹ trAnS Sp. z o.o. re
specting the payment of taxes in 2004. These proceedings concluded 
with the issuance of two decisions respecting the levying of addi
tional excise tax in the total amount of PLn 7 709 thousand.
The main complaints involve the acceptance of declarations from 
customers respecting the use of heating oil containing fictional per
sonal data, and sales of heating oil in wholesale amounts, suggest
ing they were to be used for commercial purposes. 
on 20 december 2007 the company submitted an appeal of these 
decisions to the Customs office in Wrocław. A decision by a body 
of the second instance is expected to be issued in March 2008. 

Realisation of a contract with PGNiG
on 1 december 2003 contracts no. 33/K/2003 and no. 34/K/2003 
were signed between energetyka Sp. z o.o. as the buyer and Polskie 
Górnictwo naftowe i Gazownictwo S.A. („PGniG”) as the seller. 
The subject of each of these contracts is the supply of gas under spe
cific parameters to meet the need for future generation of electricity 
and heating energy produced by energetyka Sp. z o.o. based on sub
sequent annexes to these contracts, the dates of commencing these 
supplies was to be respectively 1 february 2008 and 1 March 2008. 
in 2006 the Management board of the company reviewed the prior 
concept of realisation of gas supplies, declaring that they were not 
economically justified due to the fact that the demand for heating 
energy by the Parent entity is much lower than assumed in the 
prior concept. As a result, actions were taken aimed at adjusting 
both of these contracts. 

The Management board of the company is of the opinion that the 
level of realisation of contracts no. 33/K/2003 and no. 34/K/2003 
for the supply of gas entered into with PGniG S.A. in 2003 both by 
the supplier and the buyer of the gas, as well as the continuing ne
gotiations between the Parties respecting changes in the conditions, 
amounts and dates for supplying gas, enable the declaration that 
the risk that PGniG will make claims against „energetyka” respect
ing any contractual penalties arising from these contracts is at the 
present time minimal. 
based on the actions undertaken, the company reviewed those 
capital expenditures incurred so far related with the initially
planned concept for these contracts. As a result of this analysis, at 
31 december 2006 the company recognised an impairment loss in 
the amount of 100% of incurred expenditures in the total amount 
of PLn 14 550 thousand. 

44. Employment structure

Average employment in the Group was as follows:
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eMPLoYMent StRUctURe
For the period

from 1 January 2007  
to 31 December 2007

For the period
from 1 January 2006  

to 31 December 2006

White-collar workers 8 428 8 385

Blue-collar workers 19 264 18 544

totaL: 27 692 26 929

45. Social assets and Social Fund liabilities

The Group has netted the assets of the fund with the liabilities towards 
the fund, as these are not separate assets of the Group. Accordingly, 
the net balance (Social fund liability) at 31 december 2007 

amounts to PLn 3 643 thousand, and the net balance (Social funds 
liability) at 31 december 2006 amounted to PLn 6 689 thousand.

The composition and nature of assets, liabilities and costs related to 
the Social fund are presented in the table below.

SocIAL ASSetS AnD SocIAL FUnD LIAbILItIeS At 31 December 2007 At 31 December 2006

Loans granted to employees 85 762 80 150

other receivables 113 124

cash and cash equivalents 44 931 22 138

social Fund liabilities (134 449) (109 101)

Net BaLaNce (3 643) (6 689)

46. Government grants

The balance of government grants recognised in deferred income at 
31 december 2007 is PLn 1 877 thousand (at 31 december 2006:  
PLn 2 115 thousand). The funds are from the european union funds, 
as well as from other funds. These are cash grants received for the 
acquisition of property, plant and equipment, for the performance 
of development work, which result in capitalised intangible assets 
and for the subsidising of employee training. 
The companies of the Group also receive government grants from the 
voivodeship fund for environmental Protection and Water Man
agement (fundusz ochrony Środowiska i Gospodarki Wodnej) in 
the form of preferential interest rates on loans, as well as annulment 
of loans.
The Group company  KGHM Cuprum Sp. z o.o Cbr as an r&d 
facility receives annual cash grants to finance its core business. The 
grant for 2007 amounts to PLn 890 thousand (in 2006: PLn 850 
thousand).

47. Subsequent events

Changes in the Management Board of the Parent Entity
on 17 January 2008, the Supervisory board dismissed Mr Krzysz
tof Skóra as President of the Management board of KGHM Polska 
Miedź S.A. and Mr dariusz Kaśków as vice President of the Man
agement board of KGHM Polska Miedź S.A. 
The Supervisory board of the Company decided that the Manage
ment board would consist of three members. 
The Supervisory board appointed Mr ireneusz reszczyński, the cur
rent i vice President of the Management board of KGHM Polska 
Miedź S.A., to act as President of the Management board of KGHM 
Polska Miedź S.A. until the new President is elected.

Contract
on 30 January 2008 a contract was signed between KGHM Polska 
Miedź S.A. and telefonika Kable S.A. for the sale of 8 mm copper 
wire rod and oxygenfree copper rod. The estimated value of this con
tract is from approx. uSd 658 461 thousand (PLn 1 613 296 thou
sand) to approx. uSd 844 362 thousand (PLn 2 068 771 thousand).

Resignation of a Member of Supervisory Board
Mr Marcin Ślęzak Supervisory board Member of KGHM Polska 
Miedź S.A., submitted his resignation as of 13 february 2008 from 
membership on the Supervisory board of KGHM Polska Miedź S.A.

Changes in the Supervisory Board
on 14 february 2008, the extraordinary General Shareholders 
Meeting of KGHM Polska Miedź S.A dismissed the following per
sons as Members of the Supervisory board :
1. Leszek Jakubów
2. Anna Mańk
3. remigiusz nowakowski
4. Stanisław Andrzej Potycz
5. Jerzy Żyżyński

At the same time, on 14 february 2008 the following persons were 
appointed as Members of the Supervisory board:
1. Marcin dyl
2. Arkadiusz Kawecki
3. Jacek Kuciński
4. Marek Panfil
5. Marek trawiński
6. Marzenna Weresa

on 25 february 2008, the Supervisory board appointed Marek 
trawiński as Chairman of the Supervisory board, Jacek Kuciński as 
vice Chairman, and Marek Panfil as Secretary.

Announcement on the recruitment process for the position of 
President of the Management Board of KGHM Polska Miedź S.A.
the Supervisory board of the Parent entity, at its meeting on 
12 March 2008, resolved to commence the recruitment process for 
the position of President of the Management board of KGHM Polska 
Miedź S.A.
The press announcement on the recruitment process was published 
on 14 March 2008 in the Polish dailies “rzeczpospolita” and “Gaze
ta Wyborcza” as well as on the internet website of KGHM Polska 
Miedź S.A.
on 27 March 2008, the Supervisory board, decided to continue the 
recruitment process for the position of President of the Manage

Consolidated financial statements
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ment board of KGHM Polska Miedź S.A. through additional pub
lishing of the press announcement as well as on the internet website 
on 28 March 2008.
This recruitment process will be carried out in accordance with the 
regulations on the recruitment process for the position of President 
of the Management board of KGHM Polska Miedź S.A. as approved 
by the Supervisory board on 12 March 2008.

Significant contract with Glencore International AG
on 19 March 2008 a contract was entered into between the Parent 
entity and Glencore international AG for the sale of copper cathodes 
in years 2008–2009.
The estimated value of this contract is from uSd 413 201 thousand 
to uSd 557 417 thousand, i.e. from PLn 927 223 thousand to PLn 
1 250 844 thousand, depending on the amount of tonnage under 
option. 
This amount was estimated based on the forecast copper price (using 
a forward curve) and the national bank of Poland exchange rate 
from 18 March 2008.
This contract foresees contractual penalties for failure to execute 
payments on time.
The total estimated value of contracts entered into between KGHM 
Polska Miedź S.A. and Glencore international AG over the last 12 
months is from PLn 991 187 thousand to PLn 1 314 807 thousand.
The highestvalue contract signed during this period is the above
mentioned contract.

Approval by the Supervisory Board of the Budget for 2008
on 27 March 2008, the Supervisory board of the Parent entity ap
proved the budget of KGHM Polska Miedź S.A. for 2008 as presented 
by the Management board.
The basis for preparation of the budget for 2008 were the results for 
2007 and the assumptions contained in specific operating plans, re
flecting the initiatives and projects arising from the Parent entity 
Strategy.

The accepted budget assumes the achievement in 2008 of revenues 
from sales in the amount of PLn 11 193 million and net profit of 
PLn 2 904 million. 

Dividend from Polkomtel S.A. from 2007 profit
on 28 March 2008 the ordinary General Shareholders Meeting of 
the associate Polkomtel S.A. passed a resolution on the appropria
tion of profit for 2007. in accordance with this decision the share
holders the company allocated PLn 1 248 245 thousand to be paid 
as a dividend from profit for 2007. due to the fact that in december 
2007 an interim dividend of PLn 315 700 thousand was paid, the 
amount of PLn 932 545 thousand remained outstanding. this 
amount will be paid in two instalments: PLn 466 170 thousand by 
28 May 2008 and PLn 466 375 thousand by 27 november 2008. 
The total amount of the dividend from profit for 2007 attributable 
to the Parent entity, KGHM Polska Miedź S.A., is PLn 
244 764 thousand, of which PLn 61 905 thousand was paid to 
KGHM Polska Miedź S.A. as an interim dividend in december 2007, 
PLn 91 409 thousand will be paid by 28 May 2008, and the remain
der of PLn 91 450 thousand will be paid by 27 november 2008.

Registration of a change in the share capital of Telefonia DIA-
LOG S.A.
on 4 April 2008 a change in share capital was registered at the re
gional Court for Wrocławfabryczna in Wrocław, Section vi (eco
nomic) of the national Court register for the subsidiary telefonia 
diALoG S.A., from PLn 1 959 800 thousand to PLn 489 950 thou
sand, through the decrease in the face value of all existing shares of 
the company from PLn 100.00 to PLn 25.00 per share.
PLn 913 150 thousand of the amount obtained from the decrease 
in share capital was used to cover the loss from prior years, while 
PLn 556 700 thousand will be transferred to reserve capital.
the share capital of telefonia diALoG S.A. after registration 
amounts to PLn 489 950 thousand and is divided into 19 598 000 
shares of PLn 25.00 each. The total number of votes attached to all 
issued shares after registration is 19 598 000.

SIGnAtUReS oF ALL MeMbeRS  
oF tHe MAnAGeMent boARD

PosItIoN sIGNature

15 april 2008 Ireneusz reszczyński
acting President of the management Board  
I Vice President of the management Board

15 april 2008 marek Fusiński Vice President of the management Board 

15 april 2008 stanisław Kot Vice President of the management Board 

SIGnAtURe oF PeRSon ReSPonSIbLe FoR 
coMPAnY AccoUntInG

PosItIoN sIGNature

15 april 2008 Ludmiła mordylak
chief accountant of KGhm executive 
 Director  of accounting services center 



189
Annual Report 2007

Consolidated financial statements



190
Annual Report 2007

REPRESENTATIVE OFFICES 
OF KGHM POLSKA MIEDŹ S.A.

Representative Office  
of KGHM Polska Miedź S.A. in Warsaw 

00854 Warszawa 
Al. Jana Pawła ii 25 
tel.: (0048) 022 492 10 50 
fax: (0048) 022 653 41 73

Representative Office  
of KGHM Polska Miedź S.A. in Prague

KGHM Polska Miedź org. slozka 
Americka 525/23 
120 00 Praha 2 
republika Czeska
kghm@iol.cz

tel.: (0042) 02 57 22 15 75
fax: (0042) 02 57 22 15 46

Representative Office  
of KGHM Polska Miedź S.A. in London 

KGHM Polish Copper Ltd. 
Third floor, 6/7 Queen Street 
London eC 4n 1SP 

tel.: (0044) 20 7329 2429 
fax: (0044) 20 7248 0793 

Representative Office  
of KGHM Polska Miedź S.A. in Vienna 

KGHM Kupferhandel GmbH 
rotenturmstraße 12/1/5 
1010 Wien, Austria 

tel.: (0043) 15 13 46 90 12 
fax: (0043) 15 13 46 90 10
 

DIVISIONS  
OF KGHM POLSKA MIEDŹ S.A.

Zakłady Górnicze “Rudna”  
– Rudna Mine

59100 Polkowice 
ul. Henryka dąbrowskiego 50 
tel.: (0048) 076 74 85 200 
fax: (0048) 076 74 85 793

Zakłady Górnicze “Lubin”  
– Lubin Mine

59301 Lubin
ul. M. SkłodowskiejCurie 188 
tel.: (0048) 076 74 82 570 
fax: (0048) 076 84 41 253

Jednostka Ratownictwa Górniczo- 
Hutniczego – Emergency Mine-Smelter 
Rescue Unit

59301 Lubin 
tel.: (0048) 076 84 95 141 
fax: (0048) 076 84 95 143

Zakłady Górnicze “Polkowice-Sieroszo-
wice” – Polkowice-Sieroszowice Mine

59101 Polkowice 
tel.: (0048) 076 74 81 111 
fax: (0048) 076 84 51 527

Zakłady Wzbogacania Rud  
– Ore Enrichment  Plants

59101 Polkowice 
tel.: (0048) 076 74 74 700 
fax: (0048) 076 74 74 701

Zakład Hydrotechniczny  
– Tailings Management plant

59305 rudna 
tel.: (0048) 076 74 79 311 
fax: (0048) 076 74 79 390

Huta Miedzi “Legnica”  
– Legnica Smelter and Refinery

59220 Legnica 
ul. Złotoryjska 194 
tel.: (0048) 076 74 75 924 
fax: (0048) 076 747 20 05 

dz. Sprzedaży  
fax: (0048) 076 747 20 04

Centralny Ośrodek Przetwarzania 
 Informacji – Data Processing Center

59101 Polkowice 
ul Kopalniana 1 
tel.: (0048) 076 74 80 896 
fax: (0048) 076 74 80 871

Huta Miedzi “Cedynia”  
– Cedynia Rolling Mill
59305 rudna
tel.: (0048) 076 74 71 610
fax: (0048) 076 74 71 616

Huta Miedzi “Głogów”  
– Głogów Smelter and Refinery
67231 Żukowice 
ul. Żukowicka 1 
tel.: (0048) 076 74 77 001 
fax: (0048) 076 83 33 103

Head Office

KGHM Polska Miedź S.A.  
59301 Lubin
ul. M. SkłodowskiejCurie 48
Poland
 
tel.: (0048) 076 74 78 200
fax: (0048) 076 74 78 500
www.kghm.pl

Metals Sales Department

KGHM Polska Miedź S.A. 
59301 Lubin 
ul. Marii SkłodowskiejCurie 48 
Poland

tel.: (0048) 076 74 78 563, 851 
fax: (0048) 076 74 78 809, 506 
email: bh@kghm.pl 
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Contact details

COMPANIES DIRECTLY CONNECTED 
WITH KGHM POLSKA MIEDŹ S.A.

KGHM Ecoren S.A. 
59301 Lubin
ul. M. SkłodowskiejCurie 45A 
tel.: (0048) 076 74 68 900 
fax: (0048) 076 74 68 971 
www.ecoren.pl 

PHP Mercus Sp. z o.o.
59101 Polkowice
ul. Kopalniana 11 
tel.: (0048) 076 724 81 13 
fax: (0048) 076 847 11 40 
www.mercus.com.pl 

Pol-Miedź Trans sp. z o.o.
59301 Lubin
ul. M. SkłodowskiejCurie 180 
tel.: (0048) 076 847 18 00 
fax: (0048) 076 847 18 09 
www.pmtrans.com.pl 

Centrum Badań Jakości sp. z o.o.
59301 Lubin
ul. M. SkłodowskiejCurie 62 
tel.: (0048) 076 746 99 00 
fax: (0048) 076 746 99 07 
www.cbj.com.pl 

Miedziowe Centrum Zdrowia S.A.
59301 Lubin
ul. M. SkłodowskiejCurie 66 
tel.: (0048) 076 846 03 00 
fax: (0048) 076 846 01 00 
www.mcz.pl 

Telefonia DIALOG S.A.
50136 Wrocław
pl. Jana Pawła ii 1–2 
tel.: (0048) 071 781 16 05 
fax: (0048) 071 781 16 00 
www.dialogok.pl 

Przedsiębiorstwo Budowy Kopalń  
PeBeKa S.A.
59301 Lubin
ul. M. SkłodowskiejCurie 76 
tel.: (0048) 076 840 54 05 
fax: (0048) 076 840 54 95 
www.pebeka.com.pl 

ENERGTYKA sp. z o.o.
59301 Lubin
ul. M. SkłodowskiejCurie 58 
tel.: (0048) 076 847 85 12 
fax: (0048) 076 847 85 16 
www.energetyka.lubin.pl 

KGHM CUPRUM sp. z o.o.
Centrum Badawczo-Rozwojowe 
50136 Wrocław
pl. Jana Pawła ii 1–2 
tel.: (0048) 071 781 22 01 
fax: (0048) 071 344 35 36 
www.cuprum.wroc.pl 

KGHM Metraco S.A.
59220 Legnica
ul. Św. Maksymiliana Kolbe 9 
tel.: (0048) 076 86 67 700 
fax: (0048) 076 86 67 709 
www.metraco.pl 

Towarzystwo Ubezpieczeń Wzajemnych 
“CUPRUM”
59301 Lubin
ul. M. SkłodowskiejCurie 90
tel.: (0048) 076 72 77 400 
fax: (0048) 076/72 77 400 
www.tuwcuprum.pl 

“Zagłębie” Lubin Sportowa Spółka Akcyjna
59301 Lubin
ul. M. SkłodowskiejCurie 98 
tel.: (0048) 076 84 78 642 
fax: (0048) 076 84 78 644 
www.zaglebielubin.pl 
 
 

COMPANIES  
OF THE KGHM ECOREN S.A. GROUP

INOVA  
Centrum Innowacji Technicznych Sp. z o.o.
59301 Lubin
ul. M. SkłodowskiejCurie 183 
tel.: (0048) 076 746 41 20 
fax: (0048) 076 746 41 00 
www.inova.pl 

Dolnośląska Fabryka Maszyn  
ZANAM-LEGMET Sp. z o.o.
59101 Polkowice
ul. Kopalniana 7 
tel.: (0048) 076 847 09 05 
fax: (0048) 076 847 08 06 
www.zanamlegmet.pl 

Warszawska Fabryka Platerów HEFRA S.A.
59220 Legnica
ul. Żeglarska 8 
tel.: (0048) 076 723 77 33 
fax: (0048) 076 723 77 44 
www.hefra.pl

INTERFERIE S.A.
59301 Lubin
ul. M. SkłodowskiejCurie 176
tel.: (0048) 076 749 54 00 
fax: (0048) 076 749 54 01 
www.interferie.pl 

Polskie Centrum Promocji Miedzi Sp. z o.o.
50136 Wrocław
pl. Jana Pawła ii 1–2 
tel.: (0048) 071 781 25 02 
fax: (0048) 071 781 25 04 
www.pcpm.pl 

Walcownia Metali “Łabędy” S.A.
44109 Gliwice
ul. Metalowców 6 
tel.: (0048) 032 300 42 85 
fax: (0048) 032 234 21 15 
www.walcownia.labedy.pl 

Walcownia Metali Nieżelaznych Sp. z o.o.
44109 Gliwice
ul. Metalowców 6 
tel.: (0048) 032 234 24 49 
fax: (0048) 032 234 24 49 
www.wmn.com.pl
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KGHM Polska Miedź S.A. 

ul. M. Skłodowskiej–Curie 48, 59–301 Lubin, Poland

tel.: (0048) 076 74 78 200, fax: (0048) 076 74 78 500

www.kghm.pl




