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RESULTS MEETING: PRESENTATION OF 3Q 2017 RESULTS  

 

TOMASZ POŹNIAK – EXECUTIVE DIRECTOR, INVESTOR RELATIONS: Ladies and 

gentlemen, welcome to our meeting dedicated to the results of KGHM Polska Miedź 

S.A. in the third quarter and generally throughout the nine months of the current 

year. Today, the Company will be represented by the President. The CFO is travelling 

abroad in connection with a very important issue, hence today's presentation will be 

handled by the President, Radosław Domagalski-Łabędzki. Mr. President, the floor is 

yours. 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Thank you. Ladies and 

Gentlemen, first and foremost I would like to thank you for taking an interest and 

coming to this presentation today. We are presenting the cumulative results after 

nine months as well as a summary of the third quarter, including a year on year view. 

Let's start our discussion with a review of the most important parameters: 

production, sales volumes and sales revenues. Step by step, I will explain various 

deviations, be it connected with projections or the year on year view. In terms of 

production volume, year on year, we are basically on the same level: 507 thousand 

tonnes of copper produced during the first three quarters of 2016 are close to what 

we have achieved this year, i.e. 500 thousand tonnes. It is only one percent less. 

Comparing the quarters, we have practically remained on the same level. This slightly 

lower volume is caused by lower production in KGHM International. As far as sales 

are concerned, we have a big difference and change, year on year. Sales decreased 

by 7%, particularly in the third quarter, during which it was actually lower by 12%, is 

an effect of building wire rod stock for the downtime period of the Cedynia Copper 

Smelter, in the fourth quarter it was 10 thousand tonnes. This was another quarter 

during which we processed 3rd-party concentrates, which in total led to lower sales, if 

we look at the revenues. It is no surprise that our revenues were higher both in the 

third quarter as well as cumulatively for the first three quarters. Correspondingly to 

the previous year's periods, this was due to the higher copper price. The rate of 
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increase of the copper price was a bit of a surprise for us, but not only us, other 

producers were also surprised. We are certainly higher at current levels than our 

budget objectives. In addition, the PLN to USD exchange rate was favorable for us. 

Nevertheless, the PLN was not sufficiently strengthened to significantly limit revenue 

growth. In other words, at the moment our sale revenues in the Polish zloty amount 

to about PLN 23 thousand, which is a very good result. As a consequence, this 

obviously had an impact on EBITDA growth and we are happy about it. EBITDA of PLN 

4 billion 277 million is 23% higher when we compare it with the corresponding prior 

year period. Similarly, quarter to quarter, this growth reaches about 30%, which 

means that our EBITDA profitability is 30%, which is much better than in the previous 

years, when profitability was above 20%, but failed to reach 30%. With regard to the 

macroeconomic environment, it is indeed favorable and it seems that it is favoring 

not just us singularly or incidentally, but there are some reasons for which we should 

be talking about being faced with a growth trend. We shall see how stable it proves 

to be, how much the growth rate will be maintained and whether the price remains 

around USD 7 thousand. Whereas, as you can see on the chart, it is possible that we 

are now facing a growth trend. Analyzing data that comes from the most important 

economies, being China, the United States, the Eurozone, etc., well the news from 

China is a bit poorer than expected. The market has reacted a bit nervously, but as a 

rule, we, and I personally, also do not see any fundamental reasons that could lead 

to any slowdown of economic growth in China. The data that came up a couple of 

weeks ago was optimistic. The People's Bank of China is projecting GDP growth of 7%. 

The news provided by the communist party congress are rather optimistic, well, it 

could not be any other way, but it seems that there are reasons to assume this steady 

growth of the Chinese economy and it contributes directly to the price of 

commodities, including of course copper. China is the main copper consumer market, 

hence it is fundamentally important for the future of the market. The silver price has 

dropped, which matters to us, as we are one of the biggest producers of silver in the 

world. The USD/PLN exchange rate remains stable. The correlation here is 
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straightforward. The growing price of commodities affects the Polish zloty. I would 

like to point out that the PLN/USD exchange rate is even more important for us, as 

far as revenues are concerned, more than the copper price, but according to our 

assessment, both factors are at the moment favorable for us. With regard to the 

distribution of our production across segments, in Poland, our production remains 

on the same level, year on year. In KGHM International it is lower due to the fact that 

in the mines, particularly the Robinson mine, our biggest mine in the North America, 

our production is lower. Production results are improving in Sierra Gorda. In a 

moment I will be talking about that again, but at this point of time, we are happy about 

production in Sierra Gorda. As you can see, comparing the quarters, as far as 

production volume is concerned, the third quarter of 2017 was better than this year's 

second and first quarters. This was due to better production data provided by Sierra 

Gorda. The rest of our products, i.e. silver and the remaining noble metals, are doing 

as expected. Comparing quarter to quarter, we are particularly happy about the 

significant growth in molybdenum production volume. Unfortunately, the fourth 

quarter will not be as good, because we need to change the location of molybdenum 

extraction in our Sierra Gorda open pit mine. Nevertheless, the growth of production 

volume by 33% is a good result. I have already mentioned that these are in fact the 

last years in which molybdenum production reaches such volumes in Sierra Gorda, 

volumes that can still significantly contribute to our results. With regard to C1 cost at 

the Group level, comparing costs without the mineral extraction tax, we are practically 

on the same level, taking into account the whole Group. Of course, the higher copper 

price has contributed to a higher tax, hence we are instantly seeing it on the 

standalone level. On the level of KGHM Polska Miedź S.A., C1 growth is significant. 

This is caused firstly by the amount of tax which we pay, secondly by the weaker US 

dollar. It is around 7% weaker and directly influences the denomination of our cost. 

This does not change the fact that year on year, when we compare the third quarters 

of 2016 and 2017, the cost level is similar. Of course, some costs are growing in the 

Group, for instance labor cost, and this is where we see it. You can see here the 
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remaining information concerning costs in KGHM International and Sierra Gorda. It is 

worth noticing that C1 cost has decreased in Sierra Gorda as a result of growing sales, 

which is connected with higher production, of course, of molybdenum in Sierra Gorda 

and the growing price of the metal. Moving onto financial data, revenues in the third 

quarter of 2017 increased by 2% as compared to the corresponding period in 2016. 

First of all, this was due to lower sales volume, which I mentioned before, which was 

compensated by the higher price of our basic commodities: copper and silver. In 

addition, because the Polish zloty appreciated year on year, we can see here the 

negative impact on revenues in the form of the PLN/USD exchange rate change – PLN 

276 million. Accumulatively, after three quarters, revenues are looking much better 

than in the corresponding period in 2016, the growth is by nearly PLN one billion, that 

means that we are coming close to PLN 14.5 billion in revenues after three quarters. 

Taking into account the fact that sales in the fourth quarter, which is always the best 

in terms of sales, we have a real chance to end this year at the level of PLN 20 billion. 

Operating results of the Group, i.e. EBITDA after the third quarter: growth by 30%. 

You may ask why we have only PLN 28 million less as far as the minerals extraction 

tax is concerned. The reason is obvious. Simply, our sales are lower and it brings this 

result down. I would like to recall that in terms of cash, we pay the tax on the 

concentrate processed in our processing plants, whereas, in the balance sheet, we 

see it at the level of sales. As you know, our inventories are growing. We can clearly 

see this in the results, also at the level of EBITDA. On the one hand we are processing 

fewer of our own concentrates at the moment in the Głogów Copper Smelter and 

Refinery. This is caused by, among others, the fact that commencement of operations 

by the concentrate roasting installation in the Głogów Copper Smelter and Refinery 

has been postponed. We hope that tomorrow the roasting process will effectively 

start. At this moment, we are starting-up, but this start-up has been unfortunately 

launched a bit later than we projected, hence, part of those concentrates, especially 

those that contain little copper, meaning they contain a large amount of carbon and 

sulfur, are growing in our warehouse, in inventories. And to answer your questions 
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right now, we are ready, in terms of the schedule, to decrease inventories, that is the 

remaining stock, mostly in Głogów. By the end of 2019, we would like to decrease to 

a significant degree our inventories, given the fact that our roasting installation is 

functioning as projected and there are no beyond-standard breakdowns, while the 

scheduled smelters' overhaul/modernization plan is proceeding in a timely manner. 

Comparing the two years, another positive aspect is the change of EBITDA in Sierra 

Gorda. At this moment, we have PLN 213 million in terms of the result. A year ago, 

the situation was much worse. First of all, in terms of sales, this year, comparing the 

periods, our sales result in Sierra Gorda is better by over PLN 500 million. As a result, 

it translates into EBITDA amounting to PLN 4 billion 277 million. As analysts, you 

determine whether it is satisfactory. In my opinion, it is a good result. Taking into 

account all circumstances, it is close to the market consensus, so I believe that we 

didn't cause a positive or negative surprise. We are simply implementing the financial 

plan in a stable manner. As far as quarter on quarter net profit is concerned, it has 

nearly doubled. First and foremost, it is a result of what you can see here, on the 

chart, which is the change in EBITDA excluding Sierra Gorda. The change in the result 

on involvement in joint ventures, i.e. Sierra Gorda, the discontinuation of including 

losses in this project, the change in results due to the measurement of derivatives – 

these are all accounting changes.  

You must be aware that comparing the quarters, we are dealing with a completely 

different portfolio, including of derivatives, hence, it is not very relevant to compare 

those numbers year on year, particularly taking into account the copper price and 

foreign exchange rates. Other costs includes PLN 57 million, which is lower 

depreciation/amortisation, which altogether contributes to a quarterly net result 

amounting to PLN 605 million, which is almost double that of the second quarter of 

this year. With regard to cash flows in operating activities, we must admit that our 

level of cash is significantly smaller. This was due to decidedly lower operational flows. 

Over PLN one billion lower operational flows, year on year, while the revenues this 

year are higher. It is also an effect of the change in working capital by nearly PLN one 
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billion, which, obviously, is connected with the inventories that are growing. Non-

material capital expenditures are in line with the targets. The remaining elements also 

have little impact on the cash level. In general, we realize that managing inventories, 

i.e. stored concentrate, decreases the value of our cash. It is frozen money, it is not 

working as it should, hence, we will be attempting to bring down the inventories as 

quickly as possible and to release the cash, which, let me recall, is also encumbered 

with the minerals extraction tax that has already been paid. Debt is stable, remaining 

at a level that is very similar to the previous year. The amount of USD 131 million can 

be explained by, for instance, the drop in cash, and translating debt into the Polish 

zloty, our debt would even fallen. In general, our debt to EBITDA ratio is at a safe level, 

i.e. 1.3, which is a safe level. We believe that a safe threshold is 2.0 as far as net debt 

to EBITDA is concerned.  

And we've come to a short summary; in terms of production of copper in concentrate, 

we do not foresee any threats or substantial risks in reaching the objectives that we 

made at the beginning of the year, 425 thousand tonnes should be achieved. With 

regard to copper - production of electrolytic copper from own concentrate, this 

volume will be lower than expected and projected, due to the breakdown of the 

Głogów Copper Smelter and Refinery. We expect that, taking into account all factors, 

the breakdowns in Głogów which have already been corrected, according to data that 

we have today and assuming that there will be no unplanned downtimes - production 

of electrolytic copper from own concentrates should be 366 thousand tonnes, i.e. it 

will be more or less 35 thousand tonnes lower than estimated. Partially, this will be 

offset by higher production from purchased metal-bearing materials, which is less 

profitable. Total production should be about 22 thousand tonnes. In terms of silver, 

production here should be slightly higher. In KGHM International, copper production 

should be in line with estimates. Copper production in Sierra Gorda should fall within 

the projected framework, whereas molybdenum production volume will probably be 

lower by 4 million pounds. Hence, total sales will probably be lower by about 22 

thousand tonnes, as regards copper. Silver should be at planned levels. Costs should 
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be normal. In terms of equity investments, which is an important piece of information 

in the context of our foreign investments, cash and capital needs will be significantly 

lower than planned and we will probably go slightly beyond PLN 500 million. 

Therefore, demand for financing by our international projects is much lower than 

planned. As for capital expenditures, in Poland we have reached PLN 1.3 million, I 

believe that we will be in line with the budget. Cash flow should be definitely at a safe 

level. Recapitulating the most important issues that come from our report covering 

the first three quarters of 2017, the lower production of electrolytic copper in 2017 

by 22 thousand tonnes was mainly due to breakdowns at the Głogów Copper Smelter 

and Refinery, but not only, because we had one day of downtime, so called force 

majeure, connected with the Xavier windstorm. We went through grid breakdowns, 

power shortages, we had to stop production, delays in launching the roasting 

installation. Inventories, I mentioned that we expect to have 70 thousand tonnes 

stocked at the end of 2017. Molybdenum production by Sierra Gorda will be lower 

than expected. This is because the area of production needs to be moved. The area 

of the pit in which we are currently extracting molybdenum contains only half as 

much as the one that we planned previously. At the moment, the grade is 0.05 

molybdenum in ore, whereas, in the deposit area that we had been working until 

recently, molybdenum content is 0.11. And positive information, which is lower equity 

spending on international projects. That's it for the summary. I expect you may have 

some questions, so I will be happy to answer them. Please go ahead. 

 

PAWEŁ PUCHALSKI, BZWBK: Hello, Paweł Puchalski, BZWBK. Three questions: first - 

you mentioned decreasing inventories, while I find the level of production more 

important, or whether we had any events in the third quarter, and the event about 

which we already know in the fourth quarter, but from the beginning, the production 

of own concentrates is returning to this high level, so will we fill in further shortages 

of production with this inventory? This was my first question. The second question: 

the fourth quarter will still mean higher production than sales, so I understand it 
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means continued negative working capital, continued impairment of cash at the end 

of the year. And the third thing: you mentioned that labor costs have grown 

significantly, so I wanted to ask you what is the estimated growth of the base salary 

for the Group's employees, what level are we talking about? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Let me start with your last 

question. This growth was planned, we have been showing it in our results, year on 

year view, accumulatively for the first three quarters, but I need to remind you that 

we have a collective agreement, which in fact is the reason why the growth of salaries 

is included in the agreement and therefore obligatory. Here, the benchmark is the 

fourth quarter and the level of average salary, we have there a coefficient, at this 

moment I don't exactly recall its value, but it determines the growth of salaries and 

the results that we see for the first three quarters take this planned raise, as well as 

the 2017 bonus due to higher results, into account. The collective agreement sets 

forth the participation of our employees in the company's profits, there are several 

classification thresholds. Because our results are better than last year, the bonus will 

also be higher. We expect that next year, salary growth will be higher than in 2017, 

which is caused by the rate of salary growth in Poland, which is growing quite 

dynamically. This all indicates that growth will be higher in the fourth quarter than in 

2016, and again the fourth quarter is a benchmark for us. As for production levels, we 

are talking about smelter production because mining production is in line with the 

budget. Production at the processing plants at the moment is also in line with budget 

objectives, 100%. It is true that at the beginning of the fourth quarter we will have 

some downtime, we had a breakdown in the heat recovery boiler, which will 

unavoidably result in lower metallurgical production, and these data have been 

provided in the presentation, hence they are easily parametrized assuming that there 

will be no more breakdowns. I'd like to recall one thing, due to reasons that are 

beyond the control of the current Management Board, the deadlines for bringing the 

key projects of the pyrometallurgy program into operation have been pushed back. 
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This means that maintenance work on certain installations, such as the heat recovery 

boiler, exceeds the normal maintenance cycle. The normal maintenance cycle for this 

type of installation is 4 years, right now this installation has been working for 5 years. 

This means that it is more prone to breakdowns. In other words, this installation will 

undergo full maintenance at the beginning of 2018, which is the reason for some sort 

of realistic risk factor and this may contribute to an unplanned downtime, which 

naturally will lead to a drop in production, one should not exclude that. Nevertheless, 

as a rule, we have a well-defined plan to decrease inventories in the coming years, 

the next two years, we want to decrease inventories to a safe level by the end of 2019, 

including maintenance and planned downtime. We are now at the stage of budgeting 

and because there is still no final version of the budget, I would prefer not to suggest 

in any way how the production will be in 2018 vs. 2017, but it is stable. This means 

that we are not observing any substantial production barriers but there objective 

challenges in the form of, for instance, development work. Some of these 

circumstances will materialize in 2018. Whereas, as far as metallurgical production is 

concerned, we are waiting for the initial production data or concentrate roasting data. 

This will determine whether the plan that we set forth in previous years is realistic or 

not. At this moment, we expect that tomorrow we will receive the first information 

regarding concentrate roasting. As at today, the whole installation is in start-up mode. 

 

MARCIN STEBAKOW, VESTOR:  Hello, I would like to further explore the subject of 

maintenance. I understand that there was a breakdown, maintenance was carried out 

and in 2018 the heat recovery boiler will undergo a thorough maintenance overhaul? 

   

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO:  First and foremost, the 

essential information is that we are still working on finding the reason for the 

breakdown. The report should be ready in December. We have ordered independent 

reports on the design of the boiler itself, but next year, in the second quarter, there 

is to be a major overhaul. 
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MARCIN STEBAKOW, VESTOR:  How long will this major overhaul of the furnace take? 

And the boiler?  

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Up to two months. 

 

MARCIN STEBAKOW, VESTOR:  Up to two months? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Yes. 

 

MARCIN STEBAKOW, VESTOR:  OK. 

 

TOMASZ POŹNIAK – EXECUTIVE DIRECTOR, INVESTOR RELATIONS: We must 

remember one thing, we will not be performing maintenance on Głogów 1 with the 

new technology, but on Głogów 2, which has been working without any maintenance 

for five years. I mean the older flash furnace. 

 

MARCIN STEBAKOW, VESTOR:  Hence, not the same one, paraphrasing. And one 

more question about capital expenditures vs. the budget, are you going to spend the 

2 billion zloties or is there any postponing possible here as well, for instance, will you 

be spending less money this year? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: The rationale behind 

spending the money is that this fourth quarter means a sort of cumulation of 

expenditures in order to fit in with the budget. Hence, at this point in time I can say 

that we will probably achieve the budget with regards to capital expenditures, and we 

will be taking into account the possibility of increasing capital expenditures in the 

coming years. 
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MARCIN STEBAKOW, VESTOR:  Thank you very much. 

 

PERSON IN THE ROOM: I have one more question regarding own concentrates 

production in KGHM Polska Miedź S.A., because we have been seeing a downturn. Is 

it possible that you have prepared for the increase in inventories only in the third 

quarter or did you do this in the second and the first quarters as well? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: The level of inventories 

started to grow in the first quarter, and own concentrate production has been 

dropping in recent years, but this is due to the lower copper content in ore, at this 

moment we have about 1.5%, so averaging copper content in ore, in the past years 

the values were higher. Naturally, own concentrate production will be decreasing. I 

need to recall that we are limited by nominal production capacities in the processing 

plants, we are able to process 30 something million tonnes and we will not be able to 

process more with the capacities in the processing plants, that means that the value 

of volumes is determined by the very quality of the ore and potentially by our output 

capacity, but it is rather stable right now. 

 

ROBERT MAJ, IPOPEMA: I would like to inquire about molybdenum production in 

Chile, could you tell us more about the trajectory of this production in the fourth 

quarter and the first six months of the next year, because as I understand now this 

production slightly collapsed in the third quarter, that means that in the fourth 

quarter the production will also be comparable and in addition sales will be lower 

because there will no longer be any inventories and what happens in the first and the 

second quarter, this is one question. The second question is about higher CAPEX in 

Poland, which you mentioned, will you be spending the money in the fourth quarter 

and maybe increasing the amount in the future, or do you have any new projects in 

mind? And one more question, concerning lower CAPEX in Sierra Gorda, i.e. 500 

million, how will the money be allocated and the result of that - what sort of dividend 
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can be expected? It is well known that the Ministry is there and they will decide, but 

what will be the Board's recommendation? Can we expect anything more than the 

last year? Thank you. 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: As for molybdenum 

production in Sierra Gorda, firstly, year on year, we definitely have higher production, 

quarter on quarter lower, but it is due to the fact we changed the molybdenum 

extraction area - as I have said, the parameters applicable to molybdenum content in 

ore that we are working in this new area are lower. Therefore, in the fourth quarter, 

we should expect worse results than at the beginning of the year, about 4 million 

pounds of molybdenum production less will be realistically achieved than the 

projections for the coming quarters.  Today, in Sierra Gorda the Owner's Council is 

meeting and the production plan will be approved, which will include the total 

production budget, i.e. volumes and costs. I would prefer to wait before giving an 

answer about estimated molybdenum production until the budget for the whole 

project is approved. I can only say that the fourth quarter, as far as molybdenum in 

Sierra Gorda is concerned, will be weaker than the previous ones. With regard to 

CAPEX in Sierra Gorda, Sierra Gorda's cash needs are much lower than projected. This 

is mainly caused by the fact that we have slightly higher production, but still higher 

and with higher prices, various sorts of optimization and cost-related measures were 

implemented in the project, and thereby, as a result, Sierra Gorda's cash demand is 

smaller. We continue working on developing this project according to the version that 

we call bottlenecking  that is removing bottlenecks, which are to increase production 

volume by 20/30k tonnes per year. This means that next year Sierra Gorda's demand 

for cash will probably be substantially lower than the one set forth by the projections 

made a year ago. I hope that this will be so. You have asked about our plan to allocate 

the PLN 500 million. I cannot give you a straightforward yes/no answer. We will be 

thinking about it. Nevertheless, the said money is essentially lower than we 

estimated. As for capital expenditures in Poland, taking into account the fact that the 
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Company's financial situation will improve, at least as far as operational results are 

concerned, we are now analyzing various variants to find out if we can afford larger 

investments, but investments connected with our main production line or generally 

the core business of KGHM. At the moment, we don't have any plans in our portfolio 

for external investment, so if we project increasing investment resources, they will be 

located in Poland first and dedicated to investments connected with KGHM's core 

business. Because budget-related works are underway and we only have the first 

draft budget, which is not final of course, it will still be changed in many ways, this is 

also the reason why those ideas or investment projects are so many and we will 

probably have to postpone some of them, but generally, we will be able to afford 

more. 

 

ROBERT MAJ, IPOPEMA: And the dividend? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: This year we paid a 

dividend for the previous year, which was a difficult year, I believe the most difficult 

in recent history. So this year, we will probably be able to afford a dividend. I would 

like KGHM to remain a dividend company, nevertheless, development and 

investments are the priority. 

 

ROBERT MAJ, IPOPEMA: And if I may, labour costs. This year they grew by almost 3%, 

what are your estimations about next year, will it be 5% or maybe 10%? I don't know 

what you think about the cost base in Poland, but in Chile the collective agreement is 

expiring soon, if I am not mistaken. And what is the plan/timeline of the negotiations 

and what do you expect may happen there? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: As for Poland, I don't 

expect a 10% raise. It would be a very bad information, we simply cannot afford it, 

but as I have said, the collective agreement includes a formula that is very precisely 
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regulating how to calculate the salary increase in KGHM. This year we did not go 

beyond the formula, which means that the negotiations that are obligatory - we, as 

the Management Board, are obligated to conduct negotiations with the trade unions 

concerning raises, so in theory we may of course offer them more, but this year the 

negotiations were finalized with the outcome that was set forth by the agreement. 

We may assume, though it is not sure, that the level of salary growth in the fourth 

quarter of 2017 will be higher than in 2016, maybe yes, maybe not. If yes, then 

obviously pressure by the trade unions to implement the collective agreement will 

also be higher. More so, because the unions have often argued that the rate of salary 

growth in KGHM is lower, at least in terms of percentages if not in value-wise, than 

the average rate in the economy. Hence, without a doubt, the pressure is there, but 

the role of the Management Board is to take care of the stability of the Company's 

finances. You also asked about the international situation - at the beginning of next 

year, we will start negotiations with the trade unions in the Sierra Gorda project. We 

have two trade unions and no doubt their pressure is, I would say even bigger than 

the pressure in Poland. We have hard negotiations ahead of us, also because 

generally speaking the employer's position at this moment in mining projects in Chile 

is slightly deteriorated because of the changes introduced to local legislation. Hence, 

we are surely facing a significant negotiation effort. I ensure that this time we are well 

prepared - we are already preparing for the negotiations. We also have extensive 

knowledge about negotiation processes in other projects. I recently visited Sierra 

Gorda in Chile and I talked with the management there almost solely about business 

affairs. Issues connected with improving management have been solved. Now, 

preparation for the negotiations with the Chilean trade unions is one of the most 

important issues that we are discussing there. Especially since the problem of the 

waste reservoir was solved. It was the biggest priority issue to be solved, so now the 

upcoming negotiations have become one of the leading factors. 

 

ROBERT MAJ, IPOPEMA: And when should they be finalized, what kind of timeframe 
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are we talking about there? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO:  I can't tell you off the top 

of my head what exactly this timeframe is. Surely, we would like to avoid 

extraordinary circumstances, such as strikes and so on, so off the top of my head I 

cannot tell you whether it is 90 or 60 days. Nevertheless, without a doubt, we are 

aware of all those legal aspects resulting from the changing law, expectations of the 

trade unions and finally outcomes of negotiations in other projects. Generally, we are 

aware of the final outcomes of the negotiations, so we will surely be prepared. We 

will choose the best available strategy, because it is definitely and truly the factor that 

determines costs to a significant degree. Generally, we will be facing a discussion on 

personnel issues, jobs, the number of jobs, number of contractors, etc. in Sierra 

Gorda, so it is all happening right now. 

 

MACIEJ MARTEWICZ, BLOOMBERG: Hello, you have mentioned that you are drafting 

the budget for next year. Can you tell us some ranges, I don't know, copper prices you 

estimate for the 2018 budget, PLN vs. USD, these sorts of things, at least rough 

information? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Firstly, in the past we 

have not presented our budget objectives regarding exchange rates or copper prices, 

but we are seriously considering whether we should share with the market this sort 

of information concerning the way we are budgeting, what are the price paths that 

we include in our budgets. Nevertheless, until our budget is finalized and closed at 

the level of the Supervisory Board, because I remember that last year the Supervisory 

Board was very inquisitive about the objectives we accepted, that is the precise 

exchange rates, the copper price and as a result it all has changed, so such discussions 

when we are still dealing with the first draft of the budget are very preliminary. We 

are simply analyzing market consensus, we know what it is and we are trying to fit 
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into it. Until the Management Board approves the budget, it is too early to comment 

on it extensively and publically, especially given that we have several variants of the 

budget. 

 

SOBIESŁAW KOZŁOWSKI, RAIFFEISEN: Hello, I have a question about your approach 

to copper price hedging, because you have highlighted that this price, or a price above 

23 or 24k PLN is attractive. And the question is what is your approach towards copper 

price hedging. 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: In terms of copper 

hedging, quite recently the Management Board had a discussion concerning the 

copper price forecast. We haven't decided yet about hedging, recognizing that the 

market is still not stabilized enough to take such decisions. I will only recall the 

fundamental rule that for us hedging both with regard to copper or the US dollar is 

only a hedging element, and not something that is to result in growth, to generate 

profit. Hence, we have published our current hedging positions in the 3-month report, 

where you will find detailed information about current hedging positions. However, 

recently we haven't taken any decisions concerning hedging in 2019. We are still 

waiting. 

 

SOBIESŁAW KOZŁOWSKI, RAIFFEISEN: OK, thank you. One more question 

concerning inventories. Could you tell us about the decrease, will it be more of a linear 

decrease, or does it seem that any of those timeframes may be like that? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: I will answer that right 

away. It will not be linear, because it cannot be linear, due to the fact that we have 

also planned downtime, so, the inventory level will rise. For instance, next year, at the 

turn of the first and second quarters they will rise again, due precisely to the 

downtime. Hence, to say it straightforwardly - no. It is not a linear decrease of 
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inventories, though, according to the approved plan applicable until the end of 2019, 

we want to decrease the level. That means down to a safe inventory level, which must 

be maintained anyways, so it will not mean getting rid of everything. 

 

SOBIESŁAW KOZŁOWSKI, RAIFFEISEN: OK, thank you. 

 

PAWEŁ PUCHALSKI, BZWBK: Paweł Puchalski, once again, if I may. In the third 

quarter your molybdenum sales were very high, despite the fact that production was 

already poor. I know that the fourth quarter means poor production. The question is 

whether you still have molybdenum in your inventories in Sierra Gorda so that sales 

will be higher than production, or not? The second question is about the Parent 

Company, I remember the plans that you showed us with regard to the average 

annual metallurgical production that was 420k tonnes from own concentrate, as far 

as I can remember. Might this happen in 2018 or 2019? Or maybe we should postpone 

it until later? 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: About the first question, 

I will be happy to send you the information in order to deliver a precise answer, 

because right now I am unable to tell you what sort of amounts they will be and what 

sort of molybdenum inventory we have in Sierra Gorda, do we have it? 

 

TOMASZ POŹNIAK – EXECUTIVE DIRECTOR, INVESTOR RELATIONS: Q2 production 

was 16 million pounds, sales were very low at the time, in the third quarter we sold 

11, hence about 5 million pounds of molybdenum should be in stock. Q4 production 

should be close to Q3, so I believe that in terms of sales, the fourth quarter should be 

very similar to the third quarter, as far as inventory is considered.  

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Whereas, as regards own 

concentrate production in 2018, until we approve the budget, I can’t provide precise 
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information. Probably, it will be less than 420 thousand tonnes because we have a 

variety of development work, we have reached mining zones, in brief, maybe 2018 

will be slightly lower in terms of the volume of own concentrates than this year and 

the said 420k tonnes. 

 

TOMASZ POŹNIAK – EXECUTIVE DIRECTOR, INVESTOR RELATIONS: It seems that 

there are no more questions in the room. Thank you ladies and gentlemen and I hope 

to see you at the meeting dedicated to the fourth quarter and the full 2017 results. 

 

RADOSŁAW DOMAGALSKI-ŁABĘDZKI - PRESIDENT & CEO: Thank you so much, one 

more piece of information, in a week, we will probably hold a short press conference 

dedicated to the work of the current Management Board and plans concerning 

various types of organizational changes in the Company. So I would like to use this 

opportunity to invite you to the event, the details concerning the location will be 

provided soon. Let me just say that from now on, the changes will be on a good track, 

this concerns internal reorganization, which will help us to manage the organization 

more effectively. That's all, thank you so much. 


