ANNUAL REPORT ON THE ACTIVITIES
OF THE SUPERVISORY BOARD OF KGHM POLSKA MIED Z S.A.
FOR FINANCIAL YEAR 2007

reflecting the evaluation of the work of the Superisory Board
and the report from the work of the Audit Committee and the Remuneration Committee
(approved by the Supervisory Board of KGHM Polskiedd S.A. on 16 May 2008)

I. Composition of the Supervisory Board of KGHM Pokka Miedz S.A.

The Sixth Term Supervisory Board of KGHM Polska Bfe.A. (the Sixth Term began on 15 June
2005) in financial year 2007 was composed of ttieviong persons:

From 1 January 2007 to 11 April 2007

1. Adam taganowski - Chairman of the Supervisory Bpard

2. Stanistaw Andrzej Potycz - Deputy Chairman of tp&visory Board,

3. Jbzef Czyczerski — Secretary of the Board, Memlbegh® Supervisory Board elected by the
employees of the Company,
Leszek Hajdacki - Member of the Supervisory Boaldcted by the employees of the
Company,
Ryszard Kurek - Member of the Supervisory Boardtela by the employees of the Company,
Jan Sulmicki - Member of the Supervisory Board,
Marcin Slezak - Member of the Supervisory Board,
JerzyZyzynski - Member of the Supervisory Board.
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On 11 April 2007 the Extraordinary General Sharehotlers’ Meeting of KGHM Polska Miedz
S.A. carried out changes to the composition of th&upervisory Board. Jan Sulmicki was
dismissed, and Anna Mak and Adam Glapinski were appointed.

From 11 April 2007 to 10 July 2007

1. Adam taganowski — Chairman of the Supervisory Bo@andtil 24 April 2007), and then
Member of the Supervisory Board,

2. Adam Glaphski — Chairman of the Supervisory Board (from 24iMp 10 July 2007),

3. Stanistaw Andrzej Potycz - Deputy Chairman of tp&visory Board,

4. Jozef Czyczerski - Secretary of the Board, Membehe Supervisory Board elected by the

employees of the Company,

Leszek Hajdacki - Member of the Supervisory Boalected by the employees of the

Company,

Ryszard Kurek - Member of the Supervisory Boardtela by the employees of the Company,

Anna Mak — Member of the Supervisory Board,

Marcin Slezak — Member of the Supervisory Board,

JerzyZyzynski — Member of the Supervisory Board.

o

©oxo~NOo

On 10 July 2007 Adam Glaphski, Chairman of the Supervisory Board of the Compay,
submitted his resignation from membership of the Spervisory Board of KGHM Polska Miedz
S.A.

From 10 July 2007 to 18 October 2007

1. Stanistaw Andrzej Potycz - Deputy Chairman,
2. Jozef Czyczerski - Secretary of the Board, Memlbéne Supervisory Board elected by the
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employees of the Company,
3. Leszek Hajdacki - Member of the Supervisory Boaletted by the employees of the

Company,

4. Ryszard Kurek - Member of the Supervisory Boardcteld by the employees of the
Company,

5. Adam taganowski — Member of the Supervisory Board,

6. Anna Mak — Member of the Supervisory Board,

7. Marcin Slezak — Member of the Supervisory Board,

8. JerzyZyzynski — Member of the Supervisory Board

On 18 October 2007 the Extraordinary General Shareblders' Meeting of KGHM Polska Miedz
S.A. carried out changes to the composition of thBupervisory Board. Adam taganowski was
dismissed, and Leszek Jakubow and Remigiusz Nowakekt were appointed.

From 18 October 2007 to 31 December 2007

1. Leszek Jakubow — Member of the Supervisory Boaain f6 November 2007 Chairman of
the Supervisory Board,

2. Stanistaw Andrzej Potycz - Deputy Chairman,

3. Jozef Czyczerski — Secretary of the Board, Memlbg¢h® Supervisory Board elected by
the employees of the Company,

4. Leszek Hajdacki - Member of the Supervisory Boaketted by the employees of the

Company,

5. Ryszard Kurek — Member of the Supervisory Boarccteld by the employees of the
Company,

6. Anna Mak — Member of the Supervisory Board,

7. Remigiusz Nowakowski — Member of the Supervisonaigio

8. Marcin Slezak — Member of the Supervisory Board,

9. JerzyZyzynski — Member of the Supervisory Board

Principles and manner of operation of the Supervisy Board of KGHM Polska Miedz S.A.

The principles and manner of operation of the Stipery Board of KGHM Polska MiedS.A.

are regulated by law as respects public, publicpaoies, and by:

— the Statutes of KGHM Polska Mig&.A.,

— the Regulations of the Supervisory Board of KGHMsRa Miedz S.A. with its registered
head office in Lubin, and by

— corporate governance principles.

The Supervisory Board maintained continuous sugierv over the activities of the Company
and carried out its tasks based on the specifligigranted to the Supervisory Board of KGHM
Polska Mied S.A. by the Statutes of the Company in Section ,I\8B20, and also by the
Regulations of the Supervisory Board in SectiongIv.

The Supervisory Board carried out its functionmattings of the Supervisory Board convened
for this purpose, as well as through the delegatibits members to work on committees and
teams.

During the reporting period the Supervisory BoafdKGHM Polska Mied S.A. held 11
meetings, of which 9 were held at the head officthe Company in Lubin and 2 were held at the
office of KGHM Polska Mied S.A. in Warsaw.

One meeting, called by an announcement from thar@ian of the Supervisory Board (dated
12 December 2007 together with the expanded agésmea 13 December 2007) for 21 December
2007, was not held on the prescribed date. Ther@hai of the Supervisory Board, due to
concerns voiced by members of the Supervisory Boaspecting the effectiveness of the
convening of this meeting, based on legal opiniatesided to postpone the holding of this
meeting.

A constant point on the agendas of the meetingbefSupervisory Board of KGHM Polska
Miedz S.A. was information on the current work of the fdgement Board and on the social
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situation in the Company. The Supervisory Boara geriodically reviewed information of the
Management Board concerning the financial resuitK @HM Polska Mied S.A., for specific
months of 2007 and accrued results from the beggnoi 2007. The work of the Management
Board was also evaluated each quarter.

In 2007 the Supervisory Board passed 96 resolutiorcluding 5 resolutions in a written
manner.

The date, place and the most important issues déthtby the Supervisory Board, as well as
resolutions passed by the Supervisory Board aifgpaweetings, are presented below:

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 8 January 2007 in Lubin

The Board opened with a discussion of the CompamygBt for 2007 and the Technical-Economic

Plan for the years 2007 — 2011 as presented bylgmagement Board. It listened to and received

information from the Management Board on:

- modernisation of the lead section and its dedadtdre Glogdéw smelter,

- evaluation of the technical and technological ctiodiof the Divisions of KGHM Polska
Miedz S.A., and

- the transformation of DSI Metale S.A. into EcoreA.S

The Board approved of the acquisition of shareth@increased capital of Energetyka sp. z o.0.

and passed a decision on property management. ©aedBhegan the process of selecting a

certified accountant to audit the financial statetador 2007 and subsequent years, and filled out

the composition of the teams and Board Committees.

On 17 January 2007 the Boaird a written manner passed resolution no. 7/V1/208Farding
approval of the , Technical-Economic Plan for thang2007-2011" and the ,,Budget f@007.

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. 23 February 2007 in Lubin

The Board reviewed among others information frommManagement Board on:

- the results of the KGHM Polska Mig&.A. Group,

- the functioning in KGHM of heavy machinery, and on

- ordering a legal opinion to be prepared regardhng possibility of seeking claims against
losses incurred in hedging transactions

The Board heard the report of a Board Committetherprogress in selecting a certified auditor. It

reviewed the proposals of the Management Board @abhe management of property and as to

expressing approval for the acquisition by KGHM dRal Mied S.A. of a block of shares of

KGHM Metraco S.A. The Board also engaged in a dismn (and passed an appropriate

resolution) on annulling a resolution of the Boegdarding approval of an increase in share capital

of ,Zagkbie” Lubin SSA for realisation of an investmenteit construction of a sporting —

entertainment hall and modernisation of the stadiutrubin.

Members of the Board, by an appropriate resolutimnoduced changes in the work contracts of

members of the Management Board respecting theresponsibility insurance of members of the

Management Board. The Supervisory Board also seatount of the quarterly prepayment of the

variable remuneration of individual members of k@nagement Board.

In addition, the Supervisory Board countersigne®exlaration on the acceptance by KGHM
Polska Mied S.A. of corporate governance principles.
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Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 19 March 2007 in Lubin

After reviewing the report of the Board Committeeselection of an auditor to audit the financial
statements of the Company, the Board held a meeititig the representatives of two selected
auditing firms, reviewed their submitted offers aamsl a result resolved to select Ernst&Young
Audit sp. z 0.0. The Boaneceived information from the Management Boardhenfollowing:

- contracts signed between Energetyka sp. z 0.0P&@NiG S.A,

- the situation in Dialog S.A. (a presentation anscdssion with the participation of the

Management Board of Dialog S.A.)

- the possibility of applying technological solutioespecting pyrometallurgy in KGHM.
The Board examined the financial statements of Gbenpany for 2006 and the report on the
activities of the Management Board in financial y2806, a discussion was held regarding the
proposal of the Management Board respecting theogpiption of profit for financial year 2006
and passed appropriate resolutions in this regelrd. Supervisory Board approved the ,Internal
Auditing Regulations of KGHM Polska Mied.A. in Lubin” and its evaluation of the ,Auditd
for 2007 and for the years 2007 — 2011 in KGHM Ralsliedz S.A. in Lubin”.

On 5 April 2007 the Board passed the following hesons in a written manner:

- resolution no. 25/V1/2007 regarding the appointmeht team of the Supervisory Board of
KGHM Polska Mied S.A. and its being tasked with the preparatiora afraft, submitted to the
General Shareholders’ Meeting, of a brief assessofehe standing of the Company for financial
year 2006,

- resolution no. 26/V1/2007 regarding tasks to beoagaished by the Audit Committee of the
Supervisory Board (tasking of the preparation ofrdten Report of the Supervisory Board of
KGHM Polska Mied SA on its evaluation of the Financial Statemeritgshe Company for
financial year 2006 and the results of its evatratf the Consolidated Financial Statements and
the Report on the Activities of the Group in 2006),

- resolution no. 27/VI/2007 regarding authorisatiérth@ Chairman of the Supervisory Board to
sign work contracts with the Members of the ManageihBoard of KGHM Polska MigdS.A.

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 24 April 2007 in Lubin

Due to changes in the composition of the Superyi®ward carried out by the Extraordinary
General Shareholders' Meeting of KGHM, and subsatyué the resignation at a meeting of the
Supervisory Board of the then-Chairman, the membéithe Supervisory Board selected a new
Chairman of the Supervisory Board of KGHM Polskaei#iS.A. In addition, the Board approved
of a variety of documents concerning the Ordinargn&al Shareholders’ Meeting of the
Company:

- it evaluated the Consolidated Financial Statemehthe KGHM Polska MiedS.A. Group for
financial year 2006,

- it evaluated the Report of the Management Boardhe Activities of the KGHM Polska Miegd
S.A. Group in financial year 2006,

- it approved the Report on the Activities of thep8rvisory Board of KGHM Polska Mieds.A.

in the period from 1 January 2006 to 31 Decemb8620

- it evaluated the proposal of the Management Boardetting of the right to dividend date and the
dividend payment date for financial year 2006,

- it passed resolutions on submitting proposals@ppg of the performance of Members of the
Management Board to the Ordinary General SharetsIifeeting,
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- it approved the Report of the Supervisory BodrkGHM Polska Mied S.A. on its evaluation

of the Report of the Management Board on the Copipaictivities, the result of its evaluation of
the Financial Statements of the Company and thegsal of the Management Board on the
allocation of Company profit for financial year 20

- it approved the Report on the results of theatadn of the Report of the Management Board on
the Activities of the Group and of the Consolidatédancial Statements of the KGHM Polska
Miedz S.A. Group for financial year 2006,

- it carried out a brief assessment of the standfiGHM Polska Mied S.A. for 2006.

At the request of the Management Board, the SupenyiBoard passed decisions on the following
questions:

- setting the number of members of the ManagementdBoa

- changes in the contract with the auditor, PriceWwatieseCoopers sp.z Q.0

- giving its opinion on the negotiated draft contraat conducting a review and audit of the
financial statements for the years 2007-2009, betwe€GHM Polska Mied S.A. and Ernst &
Young Audit Sp. z o.0.

The Board accepted information from the ManagenBzrgrd regarding hedging policy and the
approved strategy for hedging metals prices anatxishange rate for the years 2007 — 2009. The
Board also reviewed the proposal of the Remuner&ommmittee respecting changes in conditions
in the work contracts of Members of the ManagenBarard of KGHM Polska MiezlS.A.

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 29 May 2007 in Lubin

After reviewing the proposals of the ManagementrBpdhe Supervisory Board expressed its
agreement with the creation of the company KGHM L& egnicki Park Technologiczny, for the
acquisition of shares of Miedziowy Centrum Zdrowéend for the acquisition of property. The
Board reviewed and accepted information from the&dgement Board concerning:

- the pyrometallurgy modernisation program,

- exploitation of the Glogéw @boki deposit,

- the schedule of investments realised by the CompadyGroup.

The Supervisory Board accepted the reports ondheitees of the Remuneration Committee and
the Audit Committee and expressed its agreemerntherprovision of tax advisory services and
actuarial services by Ernst & Young Audit sp. z.dro addition the Supervisory Board ghe
amount of the quarterly prepayment of the varialbl®uneration of individual members of the
Management Board, and authorised a representatileeoSupervisory Board to sign civil law
contracts on the payment of life insurance premiomdbehalf of a member of the Management
Board.

On 15 June 2007 the Supervisory Board in a writteanner passed resolution no. 61/VI/2007
regarding evaluation of the proposal of the Manag@nBoard on a correction of a resolution of
the Ordinary General Shareholders’ Meeting of KGRMska Mied S.A

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 25 June 2007 in Warsaw

The Supervisory Board discussed questions relatetheé convening on 9 July 2007 of an
Extraordinary General Shareholders' Meeting of KGAMska Mied S.A. and set the amount of
the variable remuneration for 2006 for Membershef Management Board of the Company.

Meeting of the Supervisory Board of KGHM Polska Miadz S.A. on 10 July 2007 in Warsaw

The Supervisory Board, after analysing the matesabmitted by the Management Board, as well
as after reviewing presentations during the meetmg holding a discussion with the participation

Translation from the original Polish version 5



of the Management Board, information was receivatterning:

- the results of companies of the KGHM Polska Mi&dA. Group,

- questions related to innovation, and

- the selection of a legal office regarding the segkif claims against losses incurred in hedging
transactions

In addition the Supervisory Board of KGHM Polska eldli S.A. positively reviewed the
Investment Project titled ,Concentrate Hydrotransfiamm the OEPs of Polkowice and Rudna to
the Glogéw smelter” and expressed its consent rioinarease in the share capital of , Zduk”
Lubin SSA.

The Supervisory Board also set the amount of thialvi@ remuneration of individual members of
the Management Board.

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 30 August 2007 in Lubin

The Supervisory Board reviewed and accepted infoomdrom the Management Board on the

realisation of suggestions of the Supervisory Bosggpecting innovation. The Board, after

reviewing the documents submitted by the ManageBenatd, as well as after discussing specific

guestions, passed decisions in the following mstter

- approval of the adjusted ,Budget for 2007".

- the acquisition of shares in Polskie Centrum Prgndiedzi sp. z 0.0.

- the expression of consent for the provision of solyi services by Ernst & Young Audit sp. z
0.0.

- setting the amount of the quarterly prepaymenthefariable remuneration and changes in
work contracts of individual Members of the ManagetBoard, and

- filling out the composition of the Supervisory Bdakudit Committee.

Meeting of the Supervisory Board of KGHM Polska Mialz S.A. on 4 October 2007 in Lubin

The Supervisory Board discussed matters relatéietaonvening by the Management Board of an
Extraordinary General Shareholders' Meeting of @@mpany, expressed its opinion on the
proposal of the Management Board to the ExtraorgitGeneral Shareholders' Meeting regarding
annulment of a resolution of the Ordinary Genera&rgholders’ Meeting dated 15 June 2005
passed by the Ordinary General Shareholders’ Mgetih KGHM Polska Mied S.A. regarding
settlement of the effects of hyperinflationary deragion of share capital, to be presented in the
consolidated financial statements of the KGHM Palbked: S.A. Group, prepared in accordance
with International Financial Reporting Standardsd amternational Accounting Standards
(IFRS/IAS) and regarding a decrease in share dapiaented in the separate financial statements
of the Company, and the transfer of funds accuradlat share capital to reserve capital.

Meeting of the Supervisory Board of KGHM Polska Miaglz S.A. on 6 November 2007 in
Lubin

Due to changes carried out in the composition ef Supervisory Board by the Extraordinary
General Shareholders' Meeting, the Supervisory Beatected a new Chairman of the Board
(since 10 July 2007, when the then-Chairman, Addapi@ski, submitted his resignation from
membership of the Board, the Board had functionétlout a Chairman). Leszek Jakubow was
selected as the new Chairman of the SupervisorydBBoKGHM Polska Mied S.A. The Board
also filled out the composition of the Audit andnReneration Committees. The Supervisory Board
carried out changes to the composition of the Mansmnt Board of the Company, and appointed
Ireneusz Reszcagki as First Vice President of the Management Board
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The Supervisory Board reviewed information from tlanagement Board on the intention to
dispose of property belonging to Rejon Robét KwaMéalcownia Metali ,takdy” S.A. and
Walcownia Metali Nieelaznych.

Meeting of the Supervisory Board of KGHM Polska Miglz S.A. on 22 November 2007 in
Lubin

The Board, after reviewing the materials submittgd the Management Board, considered the
proposals of the Management Board and passedalecia the following matters:

- the expression of consent for the provision of @igliservices by Ernst & Young Audit sp. z o.0.
to selected subsidiaries of the KGHM Polska Mi&dA. Group,

- the acquisition by KGHM Polska Mied.A. of property,

- authorisation of the Chairman of the Supervisoraf8oto sign a work contract with the newly-
appointed Member of the Management Board,

- tasking the Remuneration Committee to clarify dertprovisions in the work contracts of
Members of the Management Board.

The Board reviewed and accepted information frore tlanagement Board on marketing,
representative sponsoring and donation expenditnié&HM Polska Mied S.A. for 2006 and in the
period January — August 2007, and on the subjespohsoring by the Company of the ,Poland for
Chicago” concert.

[l. Report on the Activities of the Audit and Remuneraton Committees of the
Supervisory Board of KGHM Polska Miedz S.A.

The Audit Committee of the Sixth Term Supervisory Board during the perirom 1 January to 31
December 2007 functioned with the following compiosi:

Leszek Hajdacki — during the period from 1 Jandar§1l December 2007
Leszek Jakubdéw — during the period from 6 Novemb&1 December 2007
Adam taganowski — during the period from 8 Januar¥8 October 2007
Anna Maik — during the period from 30 August to 31 Decenf2{7

Marcin Slezak — during the period from 1 January to 31 Deasm2b07

During the period in which they served on the Suisery Board of KGHM, members of the Board
Adam taganowski, Pan Leszek Jakubow and Pan M&feiak met the criteria for independence.

During the reporting period the Audit Committezalised its tasks based &n6 point 3 of the
Regulations of the Supervisory Board of KGHM Polskeedz S.A. The members of the Audit
Committee in particular paid great attention todliestion of internal auditing, as a result of iahic
the Supervisory Board issued a positive recomméendatith regard to approval of the ,Internal
Auditing Regulations of KGHM Polska MiedS.A. in Lubin” and the , Audit Plan for 2007 and
for the years 2007 — 2011 in KGHM Polska Mief.A.” (both documents were approved by
Supervisory Board resolution no. 24/V1/2007). Ic@clance with its regulatory duties, the Audit
Committee, following its analysis of the documesiibmitted by the Management Board, prepared
for the Supervisory Board a written Report of tup&visory Board of KGHM Polska Mied.A.

on the results of its evaluation of the Financi@t&nents of the Company for financial year 2006
and from the results of its evaluation of the Cdidsted Financial Statements and the Report on
the Activities of the Group in 2006.

The Remuneration Committeeof the Sixth Term Supervisory Board during the parfrom
1 January to 31 December 2007 functioned with thleving composition:

Adam taganowski — during the period from 8 January8 October 2007
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Remigiusz Nowakowski — during the period from 6 Bmber to 31 December 2007
Stanistaw Andrzej Potycz — during the period frode8uary to 31 December 2007
Jan Sulmicki — during the period from 8 Januarg§XoApril 2007

JerzyZyzynski — during the period from 8 January to 31 Decen@®07

During the reporting period the Remuneration Corteaitealised its tasks based 816 point 5 of the
Regulations of the Supervisory Board, which setthfthe tasks of the Remuneration Committee. The
main areas of interest of the Remuneration Comenitte?2007 were questions related to supervision
over the realisation of the management staff rematiod system, and recommending changes in the
amount of such remuneration to the Supervisory &oBne result of these actions was proposals and
recommendations for the Supervisory Board regardiranges in work contracts for the Members of
the Management Board, as well as with respectaathount of remuneration of the President of the
Management Board and the Members of the ManageBwmentd. The Supervisory Board positively
evaluated the proposal of the Remuneration Comeni¢ted by a resolution dated 30 August 2007
changes were introduced to the work contracts lier Members of the Management Board with
respect to the amount of remuneration of the Peesidf the Management Board and the Members of
the Management Board.

On 29 May 2007 by resolution no. 54/V1/2007 the &wsory Board of KGHM Polska Migd
S.A. approved the Reports of the Audit and Remurmer&ommittees of the Supervisory Board of
KGHM Polska Mied S.A. on their activities in 2006.

The Committeefor the selection of an entity to provide certifiedauditing services to audit the
separate and consolidated financial statements of BHM Polska Miedz S.A. for the years
2007 — 20089.

The Supervisory Board, by a resolution dated 8 dgnR007, appointed a Committee to select an
entity to provide certified auditing services todauthe separate and consolidated financial
statements of KGHM Polska Mie@.A. for the years 2007 — 2009.

The Committee was composed of the following membmrdhe Supervisory Board: Adam
taganowski (Chairman of the Committee), Ryszardekudan Sulmicki and JerZyzynski. The
Committee worked with Ludmita Mordylak — Chief Acgtant of KGHM Polska MiedS.A. The
Committee carried out the process of selecting réfied auditor, the result of which was the
passage by the Supervisory Board of the followagplutions:

- regarding selection of the firm Ernst &Young Audf. z 0.0. as certified auditor to audit and
verify the Financial Statements of KGHM Polska Mi&IA. and the Consolidated Financial
Statements of the KGHM Polska MieGroup for the financial years 2007— 2009,

- positively evaluated the negotiated draft contgetsented by the Management Board on the
review and audit of the financial statements fog trears 2007-2009, between KGHM Polska
Miedz S.A. and Ernst & Young Audit Sp.z o.o0.

V. Evaluation of the work of the Supervisory Board ofKGHM Polska Miedz S.A.

This report describes the main directions of aiéigiof the Supervisory Board in financial year
2007. All of the members of the Board did their agihto carry out their duties on the Board,
applying all of their knowledge and experience he bperation and supervision of commercial
companies.

In submitting this report the Supervisory Boarduests that its members be granted approval for
the performance of their duties in financial ye@®2.
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