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Cautionary Statement

2

This presentation was prepared by KGHM Polska Miedź S.A. (KGHM). The presentation is strictly of an informational nature

and should not be construed as containing investment advice. The users of this presentation are solely responsible for their

own analysis and assessment of the market situation and of the potential future results of KGHM based on the information

contained in this presentation. The presentation is not, and should not be construed to be, an offer to sell, or to submit an

offer to purchase, any of the securities of KGHM. The presentation is also neither in whole nor in part the basis for

concluding any agreement or contract whatsoever or for undertaking any liabilities whatsoever. Moreover, this presentation

does not represent a recommendation to invest in the securities of KGHM.

Neither KGHM nor any of its subsidiaries shall be held liable for the results of any decisions taken based on or utilizing the

information contained in this presentation or arising from its contents. The market-related information contained within this

presentation was partially prepared on the basis of data arising from those third parties mentioned in this presentation.

Furthermore, certain declarations contained in this presentation may be of a forward-looking nature – in particular, such

declarations may be in the nature of projections, developed based on actual assumptions, reflecting known and unknown

types of risk as well as a certain level of uncertainty. The actual results, achievements and events which occur in future may

significantly differ from the data directly contained or understood to be contained within this presentation.

In no case whatsoever should the information contained within this presentation be considered as a clear or understood

declaration, or as any type of assertion whatsoever by KGHM or persons acting in its behalf. Neither KGHM nor any of its

subsidiaries are required or obligated to update this presentation or to provide its users with any additional information

whatsoever. KGHM furthermore hereby notifies the users of this presentation, that the sole reliable source of data on its

financial results, forecasts, events and company indicators are the current and periodic reports published by KGHM in

performance of the informational obligations arising from Polish law.
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Introduction



Summary of the first quarter of 2017 in the 
KGHM Polska Miedź S.A. Group
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Production, sales and finance 

166 162

1Q'16 1Q'17

- 3%

Payable copper production [kt]

Sales of payable copper [kt]

3 912
4 911

1Q'16 1Q'17

Consolidated sales revenue [mn PLN]

987
1 581

1Q'16 1Q'17

Consolidated EBITDA* [mn PLN]

 Production: Stable payable copper production by KGHM Polska 
Miedź S.A. and Sierra Gorda; Group production lower by 3% mainly 
due to a decrease in copper content in ore at the Robinson mine 
(KGHM International).

 Sales: Analogously to the production results, the slightly lower sales 
of payable copper mainly reflect the stable situation in KGHM Polska 
Miedź S.A., alongside lower sales by KGHM International, partially 
offset by a 16% increase in sales of copper concentrate by Sierra 
Gorda.

 Sales revenue: Higher consolidated revenues by 26% mainly due to 
an increase in the copper price by nearly 1 200 USD/t (+25% y/y)
and silver by over 2.5 USD/ounce (+17% y/y), with additional support 
by the USD/PLN exchange rate, which was higher by 3% y/y.

 EBITDA: the substantial increase in adjusted EBITDA is mainly due 
to higher revenues, partially offset by operating costs, mainly due to 
a higher minerals extraction tax and higher labour costs in KGHM 
Polska Miedź S.A., as well as lower EBITDA in the international 
assets: an increase by PLN 38 million in Sierra Gorda (on a 55% 
basis), with a decrease by PLN 64 million in KGHM International.

* Adjusted EBITDA = EBITDA (profit/(loss) on sales + depreciation/amortisation) adjusted by impairment losses 
on non-current assets 

- 2%

+26%

+60%

155 151

1Q'16 1Q'17



 Compared to the corresponding prior year period, copper and silver prices recorded double digit increases,
supported additionally by a slight depreciation in the PLN compared to the USD.

 CLI indicators* for individual countries suggest that positive economic trends will be sustained in the coming
months.

 Improved global economic conditions along with positive macroeconomic readings enabled continued
tightening of monetary policy in the USA. In March 2017, the FOMC** once again raised interest rates
(currently at 0.75-1.00%), declaring it would continue these actions.

Source: Thomson Reuters, KGHM Polska Miedź

A higher copper price with a weaker PLN; recovery 
on the molybdenum and silver markets

Source: OECD, KGHM Polska Miedź

Economic indicators show an improvement in the 
major economies

* OECD Composite Leading Indicators
** Federal Open Market Committee 
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Polska USA Strefa euro ChinyChinaEurozone

Improved macroeconomic conditions drove higher metals prices; 
the Fed continues to tighten monetary policy
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Poland

4 672

5 831

1Q'16 1Q'17

Copper price

(USD/t)

+25%
14,85

17,42

1Q'16 1Q'17

Silver price

(USD/troz)

+17%

3,96

4,06

1Q'16 1Q'17

USD/PLN exchange rate

+3% 5,48

6,92

1Q'16 1Q'17

Molybdenum price

(USD/lb)

+26%



KGHM INTERNATIONAL

* TPM – Total Precious Metals, comprising gold, platinum and palladium 

Metals production by the Group 

129 131

29 20

22
21

181
173

1Q'16 1Q'17

Production of copper 

equivalent 

from own concentrate (kt) 
128 131

24 17
14 14

166 162

1Q'16 1Q'17

Payable copper production (kt)

295 293

4 40,3 0,4

299 298

1Q'16 1Q'17

Silver production (t)

26,2 33,5

22,4 14,5
7,1 6,3

55,7 54,3

1Q'16 1Q'17

TPM production* (koz t)

 The lower production of copper equivalent 

from own concentrates in the Group was 

mainly due to lower production by the 

Robinson mine.

 Stable payable copper and silver 

production by KGHM Polska Miedź S.A. 

with higher TPM production was due to the 

processing of purchased concentrates rich 

in gold.

 The lower production of payable copper 

and TPM by KGHM International was 

mainly due to extracting ore from the 

higher parts of the deposit in the Robinson 

mine with a lower copper content (0.40% 

compared to 0.47% in 1Q’16).

 The gradual improvement in copper 

recovery in Sierra Gorda ensured 

production at a similar level, despite the 

processing of ore with lower Cu content. 

The higher molybdenum content mainly 

offset the lower level of recovery of this 

metal.

-3%

181 182 197 183 173

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

KGHM Polska 
Miedź S.A.

KGHM 
INTERNATIONAL

Sierra Gorda (55%)

7

KGHM Polska Miedź S.A.

SIERRA GORDA

-4%

4,9 4,8

0,2 0,1

5,1 4,9

1Q'16 1Q'17

Molybdenum production

(mn lbs)

-3%

-4%

nc



C1 unit cost in the Group

8 * Under the metals prices and USD/PLN exchange rate of 2016

1,48

2,35 2,38

1Q'16 1Q'17 1Q'17

under 1Q'16

conditions*

C1 – KGHM INTERNATIONAL 

(USD/lb)

 C1 cost in the Group was higher by 10% 

in the first quarter of 2017 due to an increase in 

C1 in the international production assets. 

Under the metals prices and exchange rates of 

the same period of 2016, C1 cost would have 

been higher by 3%.

 C1 cost in KGHM Polska Miedź S.A. was at the 

level of the first quarter of 2016. This level of C1 

was achieved mainly due to the higher minerals 

extraction tax.

Under the metals prices and USD exchange rates 

of the first quarter of 2016, C1 cost would have 

amounted to 1.17 USD/lb and would have been 

lower than the level in the prior year by 12% due 

to the increase in silver content in own 

concentrate.

 The increase in C1 cost in KGHM INTERNATIONAL 

was mainly due to lower sales volumes of copper 

and precious metals, alongside an increase in 

production costs (materials and energy).

 The increase in C1 cost in the Sierra Gorda mine 

was mainly due to higher energy costs, 

including mainly fixed costs and coal prices. 

Molybdenum processing costs were also higher 

due to the higher content of iron in concentrate.

+59%

1,39 1,40 1,36
1,49 1,53

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

1,73 1,94 2,13

1Q'16 1Q'17 1Q'17

under 1Q'16

conditions*

C1 – Sierra Gorda

(USD/lb)

+12%

+23%

+3%
-12%

+61%

including the 
minerals 
extraction tax

1,14 1,13 1,17

0,25
0,40 0,26

1,39
1,53

1,43

1Q'16 1Q'17 1Q'17

under 1Q'16

conditions*

C1 – Group

(USD/lb)

1,00 0,82 0,83

0,33 0,51 0,34

1,33 1,33
1,17

1Q'16 1Q'17 1Q'17

under 1Q'16

conditions*

C1 – KGHM Polska Miedź S.A. 

(USD/lb)

+10%

nc



Economic results of the
KGHM Polska Miedź S.A. Group



Sales revenue of the Group in the first quarter of 2017
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 The lower volume of sales was mainly due to the stable situation in KGHM 
Polska Miedź S.A., alongside lower sales in KGHM International resulting from 
the lower production by the Robinson mine.

 The price effect was mainly due to the increase in the copper price by nearly 
1 200 USD/t (+25% y/y) and silver by over 2.5 USD/ounce (+17% y/y).

 The increase in sales revenue was achieved with additional support by the 
USD/PLN exchange rate, which was higher by 3% y/y, as well as higher revenues 
from sales of other segments and products.

Sales revenue (mn PLN)

2 979

3 896

588

580

345

435

3 912

4 911

1Q'16 1Q'17

+26%

Segment 
KGHM Polska Miedź S.A.

Segment 
KGHM INTERNATIONAL

Other

3 912

804

4 911

Sales 
revenue 

1Q’16

Change in 
USD/PLN 

exchange rate

-115

83
227

Change in sales 
volumes of basic 

products

Sales 
revenue 

1Q’17

Impact of 
other 

segments 
and 

products

Change in prices of 
basic products

3 912

4 544 4 685

6 015

4 911

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17



Operating results of the Group
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 The substantial increase in the Group’s sales revenue was partially offset, mainly by:

 a higher minerals extraction tax,

 higher costs of labour and external services as well as an increase in inventories 

of half-finished products, work in progress and finished goods in KGHM Polska 

Miedź S.A.,

 higher costs of materials and energy as well as external services in KGHM 

International, and

 higher costs of materials, energy and fuel in Sierra Gorda.

987

1 052

-400

1 581

OtherChange in 
sales 

revenue

EBITDA 1Q’17Change in costs 
of purchased 

metals-bearing 
materials

32

Change in 
minerals 

extraction tax 
**

-90

EBITDA 1Q’16

Segment 
KGHM Polska Miedź S.A.

Segment
KGHM INTERNATIONAL

Segment 
Sierra Gorda

Other segments

673

1 304
139

75

84

122

91

80

987

1 581

1Q'16 1Q'17

KGHM 
INTERNATIONAL

Other
segments

KGHM Polska 
Miedź S.A.

+60%

987
1 075 1 089

1 515
1 581

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

Sierra Gorda 
55%

Adjusted EBITDA* 
(mn PLN)

* Adjusted EBITDA = EBITDA (profit/(loss) on sales + depreciation/amortisation) adjusted by impairment losses on non-current assets
** The impact of the minerals extraction tax is recognised in: profit for the period of PLN 366 million, in expenses by nature in the amount of PLN 466 

million and in the statement of cash flows in the amount of PLN 457 million.



163

556

220

-429

72
-142

398

Financial results of the Group

12

 The increase in consolidated profit for the period was mainly due to higher 

EBITDA and to a change in the financial result of the Group, as a result of not 

recognising in the first quarter of 2017 the share in the loss of this mine, which 

was related to the decrease in the value of this investment to zero.

 The above increase was offset to a substantial degree by the result on other 

operating income and costs, which includes recognition of costs due to 

negative unrealised exchange differences on USD-denominated loans granted 

within the Group.

Profit for the period
(mn PLN)

163

398

1Q'16 1Q'17

×2.4

Change in 
CIT

Change in 
financial 

income/costs

Profit for 
the period 

1Q’17

Other

-42

Change in 
other 

operating 
income/costs

Change in 
net result 

of SG

Change 
in 

EBITDA 
(excl. 
SG)

Profit for 
the period

1Q’16

163 135 331

-5 078

398

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17



Net debt of the KGHM Polska Miedź S.A. Group 
– as at end-March 2017

13

KGHM Group net debt 

(mn USD)

1 738 1 7881 738

+51

31-12-2016 Change 31-03-2017

KGHM Group net debt 

(mn PLN)

7 262 7 055

-207

31-12-2016 Change 31-03-2017

Of which a decrease 
of PLN 459 million 
due to changes in 
exchange rates*

Net Debt / adjusted EBITDA

1,6 1,4

31-12-2016 31-03-2017

Borrowing costs (mn PLN)

24
10

15 42

40

53

1Q'16 1Q'17

Costs of interest, fees 
and charges in the 
statement of income

Capitalised interest 
costs

 In accordance with the financial 

strategy adopted by KGHM Polska 

Miedź S.A., the basic currency in 

which debt is incurred is the USD 

(natural hedging).

 The level of Net Debt to EBITDA 

decreased to 1.4x mainly thanks 

to an increase in adjusted EBITDA.

 The level of debt in

the first quarter of 2017 was 

mainly impacted by:

 investments in Poland 

(~PLN 612 million),

 the minerals extraction tax

paid (~PLN 457 million).

* Approximate amount



Capital expenditures incurred in the first quarter did not require 
a significant increase in debt

14

860

624

+459

+20

-615

-42
-58

Cash as at 1.01.2017 Net cash generated

from operating

activities

Acquisition of

property, plant and

equipment and

intangible assets

Change in

borrowings

Interest paid and other

costs of borrowings

Other Cash as at 31.03.2017

Consolidated cash flow (mn PLN)



Summation



Status of main Group activities in 2017

16

Production 
and sales

 Stable production, seasonally lower sales in the first quarter

Domestic 
projects

 The Ore access, Pyrometallurgy Modernisation and
Metallurgy Development programs are being advanced on 
schedule

Sierra Gorda
 Continued work on improving recovery levels and stabilising the 

production process

Strategy 
update

 In the final phase of acceptance by the company’s leadership

1

3

4

2
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Macroeconomic environment



Copper market in the first quarter under pressure from strikes
and the renegotiation of contracts planned in the coming months

 The policies of central banks, geopolitical uncertainty (including the on-going conflict in the Middle East and the
risk of deterioration of the situation in North Korea) and the European election calendar remain at the center of
investor interest, with a positive impact on precious metals prices.

 The copper price was mainly supported by supply-side problems, such as the 43-day strike at the world’s largest
copper mine (Escondida), a strike lasting several days at the Cerro Verde mine in Peru and the lack of an
agreement between the Indonesian government and the owners of the Grasberg mine.

 GDP in China rose in the first quarter of 2017 by 6.9%, which positively surprised investors. This was reflected in
the continued increase in demand for the red metal.

Calendar of labour contracts renewed in 2017 globally, by mine

Source: Citi, company reports, KGHM Polska Miedź

* Forecast

Mine Location Company Production* in 2017 (kt) Contract expiry date

Escondida Chile BHP Billiton / Rio Tinto 1250 January 2017

Sudbury Canada Vale 72 January 2017

Highland Valley Copper Canada Teck 90 January 2017

Chuquicamata Chile Codelco 444 February 2017

Bingham Canyon USA Rio Tinto 181 March 2017

Raglan Canada Glencore 11 April 2017

Zaldívar Chile Antofagasta 113 July 2017

Radomiro Tomic Chile Codelco 210 September 2017

El Teniente Chile Codelco 426 October 2017

Quebrada Blanca Chile Teck 30 November 2017

Mantos Blancos Chile Anglo American 49 November 2017

Collahuasi Chile Anglo American/Xstrata 460 November 2017

Ojos del Salado Chile Aurex (Freeport) 14 December 2017

Mount Polley Canada Imperial Metals 12 December 2017

Candalaria Chile Aurex (Freeport) 170 December 2017

19



Key international projects



Development of the international assets of KGHM Polska Miedź S.A. 

21

 Production of copper in concentrate in the first quarter of 2017 amounted to 
approx. 25.5 thousand tonnes, with production of molybdenum in 
concentrate of approx. 8.8 million pounds (on a 100% basis).

 There was a clear improvement in the operating results of SG in the first
quarter of 2017, including in particular the level of copper recovery, which
during the entire period exceeded the average monthly level of 80%. 

 The team continued work related to stabilising the production process and 
developing the tailings storage facility. 

 With respect to the Sierra Gorda Oxide project, possible options to advance
the project are being assessed.

Ajax
 Consultations continue with 

First nations as well as work
on acquiring an
environmental permit. 

 A decision by the 
government
regarding the 
environmental permit is
expected in 2017.

Sierra Gorda

Victoria

 The project is focused
on securing existing
infrastructure and 
project terrain.



Key domestic projects



 The process of construction using tubing 
technology in the GG-1 shaft was completed. 
The fifth step of a cascade dewatering system 
was built. 

 On 22 March 2017 work recommenced on 
sinking the GG-1 shaft, up to that time the 
depth had reached 864.9 m across its full
diameter (of a target depth of 1 340 m and 
width of 7.5m). 
The shaft will reach the level of the deposit at
the turn of 2019/2020. Completion of 
construction of the shaft with infrastructure is
planned at the end of 2021.

 Tender procedures were commenced to select 
contractors to build the Central Surface-based 
Ventilation Station and the Ice Water 
Distribution System at the GG-1 Shaft. The 
system will ensure the supply 30 MW of ice
water to the mine at the level of 1300 m. 

 Preparatory work continued related to acquiring 
a permit to build facilities necessary to sink 
the GG-2 („Odra”) shaft. 

 In Q1 2017, 11 258 meters of tunnel in the 
Rudna and Polkowice-Sieroszowice mines were
built. 

Work performed in the first quarter of 2017

23

Status of the Ore Access Program

467
387

1Q’16 1Q’17

4.84% 5.84%

Share of production from Deep Głogów in 
total production in Poland

Ore extraction dry weight from GGP 
[kt]

86

1Q’16 1Q’17

5.04% 6.31%

3328

1Q’16 1Q’17

7.63% 8.54%

Amount of Cu in ore [kt]

Amount of Ag in ore [k kg]

Cooling tower and heat transfer building GG-1 shaft

Scope of development-preparatory tunneling
completed (in meters)

% % share by GGP

Production from GGP  

In Q1 2017, under the 
Ore Access Program 
the Rudna and 
Polkowice-
Sieroszowice mines
accounted for 78% of 
the total amount of 
development-
preparatory
tunneling in the 
mines of KGHM

Other development-
preparatory tunneling
carried out in all mines

Ore access program in KGHM’s concessioned areas in Poland
Deep Głogów (GGP) area

1Q’16 1Q’17

14 699

3 176
(21.6%)

11 523
(78.4%)

12 000

2 841
(23.7%)

9 159
(76.3%)



0
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 Guarantee tests were conducted as well as work related to the
installation start-up phase of the modernised flash furnace production
line at the Głogów I Copper Smelter and Refinery.

 Work continues on eliminating minor irregularities, optimising the settings
of automated devices and security issues.

 Assembly of equipment continued which can be carried out in parallel with
the functioning of the production line, including the construction of two
cooling units for the Convertor Furnaces Dedusters.

Pyrometallurgy Modernisation
Program

Work performed in the first quarter of 2017

Metallurgical Development in KGHM
Construction of a Flash Furnace and associated infrastructure at Głogów I 

Operating parameters of the flash furnace installation at the Głogów I Copper 
Smelter and Refinery at the end of Q1 2017

Metallurgy Development 
Program

Installation 
efficiency

77% of target 
efficiency

 Average accrued efficiency of concentrate processing :
 104.8 t/h – for Q1 2017
 102.2 t/h (target 132 t/h) – for entire period to date from 

start-up, i.e. since 15 October 2016.

 Dry weight of smelted concentrate in Q1 2017 in the Głogów I
flash furnace amounted to 208 thousand tonnes

 Higher processing productivity in the new flash furnace will
occur upon the start-up and stabilisation of the concentrate
roasting installation.

 Availability of the Głogów I installation in Q1 2017 was higher
than the availability of the Głogów II installation (90.4%). 

 Construction and assembly work of key production units continued
under the investment program:

 Cu concentrate roasting installation,
 Steam Drier at Głogów II,

whose planned completion is the fourth quarter of 2017.

 Work continues related to installation start-up with respect to
Modernisation of the Tank and Electrolite Decopperisation Hall at
the Legnica Copper Smelter and Refinery.

 Work includes continued advancement of projects related to adapting
technical infrastructure to the change in technology at the Głogów I
Copper Smelter and Refinery, based on implementing technical and
technological activities aimed at optimising utilisation of the
modernised metallurgical infrastructure in terms of investment
projects currently being advanced at the Głogów Copper Smelter and
Refinery, including:

 replacement of property, plant and equipment,

 Ensuring compliance with EU laws and other legal requirements,

 adapting energy, roadway and other infrastructure at Głogów I,

 providing power supply, remote control and lighting to existing
facilities and equipment at Głogów I.

Installation 
availability

92.6 %



Economic results of
KGHM Polska Miedź S.A.



295 284

9

295 293

1Q'16 1Q'17

Metallic silver

production

(t)

Stable level of mine production

8,0 8,0

1,498 1,514

1Q'16 1Q'17

Ore extraction

(mn t dry weight)

105 108

22,9 22,8

1Q'16 1Q'17

Production of Cu 

in concentrate

(kt)

Copper
grade

in ore (%)

Silver grade
in ore (g/t)

45,5 48,5

Copper
content in

concentrate
(%)

8,0 8,2 8,1 7,7 8,0

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

105 108 110 102 108

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

89 93

39 33

5

128 131

1Q'16 1Q'17

Electrolytic copper

production

(kt)

From own
concentrate

From purchased
metal-bearing

materials

89 94 97 95 93

39 40 40 40 33
5

128 135 138 135 131

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

26

 The higher amount of 

copper in concentrate was 

due to higher content in 

extracted ore compared to 

2016.

 Electrolytic copper production

from own concentrate in Q1 

2017 was higher than in the 

corresponding prior year period, 

while production of cathodes

from purchased metal-bearing

materials was lower. 

 In 2017 the company is

processing 3rd-party 

concentrates.

 In 2017 there was an increase of 

copper content in ore

from 1.498% to 1.514%. 

 The company expects that in 

subsequent quarters of 2017, 

copper content in ore will

remain at the level of 1.50%.

 Silver production in Q1 2017 

was at a similar level to that of 

the corresponding prior year

period.

+3%

295 272 321 303 284

9

295 272
321 303 293

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

From 3rd-
party 

processing

From 3rd-
party 

processing

nc nc



Revenues from sales in the first quarter of 2017

62 62

120 120

1Q'16 1Q'17

Sales of copper and copper

products (kt)

216

247

1Q'16 1Q'17

Silver sales (t)

2 280

2 916

410

560

38

289

382

2 979

3 896

1Q'16 1Q'17

Sales revenue

(mn PLN)

62 69 66 52 62

120
136 138

167

120

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

216
328 301 343

247

216

328 320

415

247

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

2 280 2 585 2 517
3 108 2 916

410
677 739

771
560

2 979
3 561 3 744

4 828

3 896

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

Other

Silver

Copper and 
copper products

In the first quarter of 2017, revenues from sales were higher than in the prior year

by PLN 917 million, mainly due to:

 changes in the prices of Cu, Ag and Au (prices and USD/PLN exchange rate) 

+PLN 738 mn,

 higher sales volumes (silver by 30.7 t and gold by 103 kg ) +PLN 74 mn,

 higher sales of other products and merchandise by +PLN 105 mn

(of which: +PLN 38 mn is an adjustment of copper concentrate sold in 2016, 

+PLN 20 mn is an increase in the value of refined lead, mainly due to higher

prices).
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+14%

+31%

of which wire rod
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Copper
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Cost discipline maintained

885
853

293

466

1 902
2 018

3 079

3 337

1Q'16 1Q'17

Minerals extraction 
tax recognised in 
expenses by nature

Purchased metal-
bearing materials

Expenses by 
nature excluding 
purchased metal-
bearing materials
and the minerals 
extraction tax

Labour costs

External services

Other materials
and energy

Depreciation
/amortisation

Other taxes, 
charges and costs

1 902 2 002 1 958 2 107 2 018

3 079
3 219

2 999

3 479
3 337

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17

Expenses by nature 
excluding purchased 
metal-bearing materials
and the minerals 
extraction tax
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Expenses by nature
(mn PLN)

 Total expenses by nature as compared to the first quarter of 

2016 were higher by PLN 258 million (+8%) due to a higher

minerals extraction tax by PLN 173 million (+59%), alongside

lower costs of consumed metal-bearing materials purchased

by PLN 31 million (-3.5% - 12 kt less copper consumed and 

a 28% higher purchase price).

 After excluding the cost of purchased metal-bearing materials

and the minerals extraction tax, expenses by nature were

higher by PLN 116 million (6%) mainly with respect to labour

costs (+PLN 53 million), depreciation/amortisation (+PLN 26 

million) and external services (+PLN 25 million), mainly with 

respect to maintenance.+6%

+8%

* Adjusted EBITDA = EBITDA (profit/(loss) on sales + depreciation/amortisation) adjusted by impairment losses on non-current assets
** The impact of the minerals extraction tax is recognised in: profit for the period of PLN 366 million, in expenses by nature in the amount of PLN 466 

million and in the statement of cash flows in the amount of PLN 457 million.



Financial results in the first quarter of 2017

673

1 304

1Q'16 1Q'17

Adjusted EBITDA

(mn PLN)

370

805

1Q'16 1Q'17

Profit for the period

(mn PLN)

 The increase in adjusted EBITDA by PLN 631 million (×1.9) and of 

profit for the period by PLN 434 million (×2.2) was mainly due to 

the more favourable metals prices and the USD/PLN exchange 

rate as well as to a higher sales volume, mainly silver and gold.

673 790
931

1 157
1 304

1Q'16 2Q'16 3Q'16 4Q'16 1Q'17
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370

805

+74

+667

+71
+105

+57

-90

-221

-65
-25 -2 -137

Net profit

1Q'16

Change in sales

volumes (Cu,Ag,Au)*

Change in prices

(Cu,Ag,Au)*

Change in USD/PLN

exchange rate*

Revenues from sales

of other products

and merchandise

Change in amount of

minerals extraction

tax

Increase in other

costs of sales, selling

costs and

administrative

expenses

Impact of hedging

transactions

Exchange rate

differences

Impairment losses

on assets

Other Income tax Net profit

1Q'17

* Impact on revenues from sales of copper, silver and gold
mn PLN

×1.9

×2.2



The accrued result on derivatives achieved by KGHM Polska Miedź S.A. 
as at 31 March 2017 amounted to PLN 53 million

Market risk management – hedging position (as at 31 March 2017)
Position in derivatives on the metals and currencies markets

Copper USD/PLN

Silver

135

270

90

180

30

60

240

360

180

2Q 17 2H 17 2018 1H 2019

in million USD

10 500

10 500

10 500

21 000

21 000

42 000

2Q 17 2H 17 2018

in tonnesPut 5 800 (USD/t)

Put 5 300 (USD/t)

Put 4 800 (USD/t)

Seagull 4 200 - 5 400 - 7 200

675 000

1 350 000

2Q 17 2H 17

in ounces
Put spread 18 - 14 (USD/oz t)
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Collar 3.80 – 4.837

Collar 3.75 – 4.500

Collar 3.55 – 4.400

Collar 3.35 – 4.000

2Q’17 2H’17

2Q’17 2H’17

2Q’17 2H’17 1H’19



The accrued result on derivatives achieved by KGHM Polska Miedź S.A. 
as at 31 March 2017 amounted to PLN 53 million

Market risk management – hedging position (as at 31 March 2017)
Position in derivatives on the interest rates markets

Interest rate (LIBOR 3M USD) Result on derivatives

CAP (buy CAP options) 2.50%

 In the period January–March 2017, KGHM Polska

Miedź S.A. recorded a result on derivatives in the

amount of PLN 53 million, of which:

 PLN 4 million decreased sales revenue

(transactions settled in the January-March

period),

 PLN 57 million increased the result on other

operating activities (mainly a change in the

measurement of open transactions as at 31

March, hedging the period to the end of 2020).

 The fair value of derivatives (MtM) in KGHM Polska

Miedź S.A. as at 31 March 2017 amounted to PLN 141

million.

 The revaluation reserve on cash flow hedging

instruments as at 31 March 2017 amounted to PLN 0.

700 700 700 700

900 900 900 900
1000 1000 1000 1000 1000 1000 1000 1000

I II III IV I II III IV I II III IV I II III IV

in million USD

2017 2018 2019 2020
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Costs of negative unrealised exchange differences
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Costs due to negative unrealised exchange differences
mainly arise from translation of the balance of USD-

denominated loans granted within the Group
(mn PLN)

Separate (standalone) statements - exchange differences were
recognised on the net value of loans, i.e. after reflecting recognised
impairment losses

KGHM Polska Miedź S.A. 425

Other Group companies 200

total negative exchange differences arising from the separate financial
statements of Group companies 625

offset of negative exchange differences on receivables due to loans granted
within the Group by the lender, with positive exchange differences on 
liabilities due to loans received within the Group by the borrowers -224

reversal of exchange differences due to the measurement of loans granted
within the Group (related to the reversal of impairment losses in accordance
with consolidation methodology) 410

other consolidation adjustments 4

amount of negative exchange differences at the level of the 
consolidated financial statements 815
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