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Therefore good reputation let each man serve.
As best he can, and the common good preserve.” i

Quote from the ,Song XIX” by Jan Kochanowski

Jan Kochanowski (1530-1584) — poet and playwright of the Renaissance period,
graduate of the Krakow Academy and the Universities of Koenigsberg and Padua,
secretary to King Zygmunt Il August of Poland. Considered one of the most
outstanding authors of the Renaissance in Europe and the most eminent Slav poet
who contributed to the development of the Polish literary language.

* Translation:

Teresa Batuk-Ulewiczowa, Ph.D.
Institute of English Philology
Jagiellonian University in Krakéw
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Introduction

1.1. LETTER FROM THE PRESIDENT

LADIES AND GENTLEMEN

he raw materials that are produced by KGHM Polska Miedz S.A. are the ba-

sis for modern and safe technologies which are of key importance for today
and mark the future of our development. Due to its exceptional qualities, copper
is used virtually everywhere. It is used in the electric and technical industry and
in the electric power generation industry. In fact, it is difficult to imagine IT and
telecommunication equipment without it. At the same time, we are aware of the
fact that the production of copper and silver is not without impact on the social
and natural environment.

1.2. INTRODUCTION

his Report is the first CSR report of KGHM Polska Miedz S.A. and the first such re-
port in the mining industry in Poland. The data in this Report is related to KGHM

Polska Miedz S.A.

This Report concerns the Company’s activities in the scope
of CSRin 2010 and 2011. The Report is consistent with the
guidelines of the Global Reporting Initiative version G 3.1
(Application Level C) and takes into account ISO 26 000
guidance on social responsibility.

This Report consists of five chapters. Chapters | and |l
contain basic information about the Company, its pro-
file and range of operation; Chapter Ill presents KGHM'’s
business strategy and CSR strategy. Chapter IV is related

to management strategy in the Company:
corporate governance, fair market practices,
customer relations and human rights. Chap-
ter V deals with KGHM’s social responsibility
in respect of the Copper Belt: labour relations
and environmental protection, as well as so-
cial involvement and development. Chapters
IV and V cover all CSR areas indicated in ISO
26000.

For 50 years, KGHM Polska Miedz S.A. has cre-
ated jobs and positively impacted local de-
velopment. At the same time, inhabitants in
the copper mining region are exposed to on-
erous aspects of industrial activities. There-
fore, from the outset of the copper industry,
the Company has embarked upon several
ambitious social projects which are credible
proof of our social responsibility. For three
years, our CSR efforts have been appreciat-
ed by the market, which was expressed, in-
ter alia, by the presence of KGHM S.A. in the
prestigious Respect Index on the Warsaw
Stock Exchange.

The main reason for this Report is the wish to
gather information on the Company'’s social
responsibility and to share it with our stake-
holders. We are proud that KGHM, as the first
firm in the mining industry in Poland, has pre-
pared a CSR Report.

Corporate Social Responsibility Report 2010-2011

As a global player on the copper and silver production
market, we want to build our future in a predictable and re-
sponsible manner. We wish to maintain a balance between
the needs of enterprise development and the expecta-
tions of our stakeholders, as well as the need to protect the
natural environment. Therefore, in 2011, we embarked on
the task to create a social responsibility strategy. This strat-
egy supports the performance of the Company'’s business
goals, is based on the ISO 26000 guidelines and is in line
with the goals of “Europe 2020 - strategy for intelligent
and sustainable development supporting social inclusion”.

Our first CSR Report developed in line with the GRI (Glob-
al Reporting Initiative) methodology is addressed to our
stakeholders. In it we present our achievements in the field
of corporate social responsibility in the period 2010-2011
and invite dialogue and cooperation. As a responsible
company, we want to meet the expectations of our stake-
holders - employees, clients, suppliers, local community,
as well as environmental protection requirements. We are
committed to building trust in our company and minimis-
ing all risks, as well as the social and environmental risks.

I would like to express my gratitude to the team of peo-
ple who engage, with a view to the good interests of the
Company and our common good, in various activities in
the area of corporate social responsibility and sustainable
development in KGHM Polska Miedz S.A.

| invite you to become acquainted with this Report.
Herbert Wirth

President of the Management Board

llona Antoniszyn-Klik
Undersecretary in the Ministry of the Economy

Today, building the image of a reliable business partner is increasingly becoming a more appreci-
ated element in building the competitive edge of enterprises. It is also very important in view of
the challenges the economy is currently having to face. In accordance with the Europe 2020 EU
strategy, the aim of the economy is to create an intelligent and sustainable development respect-
ing at the same time social and environmental needs.

In pursuing Poland’s economic policy, the Ministry of the Economy enters into a dialogue with
a wide range of stakeholders on the challenges of sustainable growth and the role of business
in the process. Under the works coordinated by the Corporate Social Responsibility Team in the
Ministry of the Economy we wish to strengthen the market cooperation systems based on trust
and transparency. We attribute a special role to business leaders who are to become the au-
thors of change and who initiate new solutions based on social and environmental responsibility
principles.

As member of the Polska MiedZ Foundation, | all the more appreciate the efforts of your Com-
pany as, despite the difficult economic conditions that have prevailed in recent years, you effec-
tively meet business challenges and guarantee high quality management and responsibility for
your impact on the community and the environment. This determines an over-average level of
social and economic commitment which should be treated as an example.

KGHM POLSKA MIEDZ S.A.
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Introduction

Jan Lis

Blasting specialist,
Lubin mine

My work involves controlling headings after blasting, preparing for drilling. As | am a passionate
geologist, | remember how once, after blasting, | saw an open cavern with sulphides. | like every-
thing about KGHM; | do not want to change anything.

Stawomir Bartkowicz

Non-ferrous metals refiner, Division of P-24 Anode Furnaces,
Glogow smelter

| carry out copper refining in anode furnaces on a daily basis. In my work, | handle reverbera-
tory and stationary anode furnaces. This involves conducting the process of charging, melting,
refining and casting copper from the anode furnaces. | am proud that at the age of 39 | could
start studying at the AGH University of Science and Technology. At my studies, | meet people
from all around Poland and compare their conditions of work and pay with ours, and | believe
that we should be proud of being employed at KGHM. Nevertheless, | would like to see the
contents of harmful substances in the air of the workshop continue to diminish.

Czestaw Zielinski

Miner, bolting machinery operator, GL/CL Training Division,
Lubin mine

| teach future operators of bolting machinery. Looking back, | remember well the day in which
| came to the training division from the mining division, as | was able to share my knowledge
and experience with my younger colleagues, and | am proud of it.

Corporate Social Responsibility Report 2010-2011

Krzysztof Tecza

Minerals miller,
Ore Enrichment Plants

My daily work involves handling machines and equipment which take part in the process of mill-
ing, classification and floatation, and maintaining appropriate parameters in line with the tech-
nological instructions. | also ensure safety during all these activities. | am proud that the company
for which | work is the world leader in the production of copper and silver. In my view, the work
which | perform requires systematic improvement of the work conditions, as well as moderniza-
tion of the equipment with which | work.

Andrzej Nicki

Casting and pouring cranes operator, foreman, P-22 Flash Furnace Division,
Glogow smelter

What am | most proud of? Mainly of my new-born grandson. But also — and here | think similarly to
my colleagues - of working for a company which ensures stability and safety of employment. Be-
cause | only work on the first shift as a ladle cleaning foreman, | start my working day by talking to
employees from the third shift about the performance of instructions, and the state of the equip-
ment, mainly pouring and scooping cranes. Next, | check reports from previous shifts and examine
the equipment, slag dumps, W-3 slag revert grates. Only then, | start working on the pouring and
scooping cranes during the ladle cleaning and slag processing. My daily duties also include order-
ing key technological materials used in the division, daily inspections of the technical state of the
ladles, making entries in the instruction log for the next shifts and organising matters related to
technical reviews of the equipment.

Jan Pancerz

Pouring crane dispatcher, P-22 Flash Furnace Division,
Glogow smelter

I think that working in a company which ensures employment safety nowadays is something to
be proud of. Many issues have improved in respect of work conditions, compared with the be-
ginnings of the smelter. Nevertheless, | would like to see the levels of dust emissions and noise
further reduced. My work involves mainly the ladle cleaning service. During my shift, | prepare
milk of lime solutions used in coating the interiors of the ladles. Next, | start cleaning the ladles,
during which | must couple and remove the metallic and slag residue from the ladles. Then, |
prepare solid materials for sending to the metallurgical hall for smelting in convertors. My daily
duties also include maintaining order at the ladles cleaning station, and in the case of work in
the metallurgical hall, I am responsible for order in the hall in the region of the flash furnace
division. | also ensure that the passageway between the ladles cleaning station and the frag-
mented slag warehouse stays clear.

In my work, the most memorable event was the electric furnace bottom “departure” operation
in 1996.

KGHM POLSKA MIEDZ S.A.
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About KGHM P:

olska Miedz S.A.

2.1. KGHM = ALL ABOUT COPPER

GHM Polska Miedz S.A. was established in 1961 as an industrial complex Kombi-
nat Gérniczo-Hutniczy Miedzi with its mission to explore the largest deposit of
copper ore in Europe (spread over an area of 470 km?), which had been discovered in
Lower Silesia four years earlier. At the end of 2011, inter alia, after investing in Canada,
the Company was ranked the eighth largest producer of electrolytic copper and the
largest producer of metallic silver worldwide. Due to subsequent acquisitions in 2012,

the Company’s position in global rankings will be even higher.

KGHM is a modern, innovative enterprise
which emphasises stability, responsibility and
development of its employees and the organi-
zation. The State Treasury is the largest share-
holder of the Company, holding 63 589 900
shares, which represents 31.79% of its share
capital. The cutting-edge methodology of ex-
cavating and processing copper ore applied
by KGHM Polska Miedz S.A., as well as its mod-
ern organization and management systems
allow to produce copper and silver and other
raw materials without which the development
of modern technologies would have been im-
possible, in an environmentally-friendly man-
ner. In accordance with the corporate slogan,
KGHM Polska Miedz S.A. creates the future
by producing traditional raw materials for
today.

COMPANY PROFILE (as at 31.12.2011)

Company name Registered office

KGHM Polska Miedz

Share capital

Spotka Akcyjna

Net sales

The discovery of a rich deposit of copper ore
in the very heart of Europe — the largest sin-
gle deposit on the entire continent, made on
23 March 1957 by Ph.D. Eng. Jan Wyzykowski,
was one of the greatest geological sensations
of the second half

of the 20™ century. It
changed the image
of the entire region,
which was turned
into one of the most
important and most
modern industrial re-
gions in Poland.

President of the
Management Board

Established in

Herbert Wirth

KGHM listing

The biggest shareholder in the Company
is the State Treasury holding over

« 31 O/O shares

Shareholding structure

KGHM Polska Miedz S.A. has a fully integrated process in
which the end-product of one stage is the half-finished
product used in the next stage. Currently, excavated
deposits are at the depth from 600 to 1300 meters, but
KGHM is already constructing shafts which will make it
possible to exploit deposits at the depth of 1 400 meters.
If we assume that for the coming 15-20 years the mining
production will remain at the current level, the viability of
the mining plants owned by the Company is estimated for
the following 40-50 years.

Copper ore is transported from the mines to processing
plants for enrichment. As a result, copper concentrate is
produced. Ore Enrichment Plants manufacture approxi-
mately 2 million tonnes of the concentrate annually, con-
taining approximately 24% of copper, which is delivered
to smelters in which it is smelted and fire refined into cop-
per anodes. This is subsequently subjected to electrolytic
refinement into copper cathodes. From these cathodes,
wire rod and round billets are produced. KGHM mines ex-
tract approximately 30 million tonnes of copper ore annu-
ally, containing 1.64% of the “red gold” and considerable
amounts of silver. And from above the deposits of copper
ore, rock-salt is excavated.

of KGHM Polska Miedz S.A.

State Treasury
63 589 900 shares

31.79%

Other shareholders
136 410 100 shares

—/

ACTIVITIES AND STRUCTURE
OF KGHM

The main activities of KGHM Polska Miedz S.A. com-
prise mining of copper ore, production of copper,
precious metals and other non-ferrous metals. Three
divisions are involved in the excavation of copper
ores: the Lubin, Rudna and Polkowice-Sieroszowice
mining plants, the processing of the ores is carried
out by Ore Enrichment Plants, and the production of
electrolytic copper, silver and other copper products
is performed by smelters in Gtogéw and Legnica, as
well as Cedynia rolling mills.

Apart from the basic technological line, the Compa-
ny’s structure comprises supporting departments.
The Tailings Plant manages waste from the extrac-
tion and enrichment of ores; the Emergency Rescue
Services Unit provides help to the employees of the
technological line in the event of accidents, threats
or mining disasters; the IT Project Centre ensures
modern IT services, and the Accounting Services
Centre provides financial and accounting services
for all units of the Company.

KGHM mines extract approximately

30 million tonnes of copper ore,

containing 1.64% of the "red gold”

and considerable amounts of silver.

About KGHM Polska Miedz S.A.

of the Company

Warsaw Stock Exchange
(Gietda Papierow Wartosciowych
w Warszawie S.A.) since 1997

PLN 20 097 392
thousand

) PLN 23 135 511
(paid-u thousand
London Stock Exchange

to 22 Xil 2009
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HISTORY BY DATES - FROM REACTIVATION OF OLD COPPER MINES

At the beginning of September 2011, KGHM officially celebrated its 50th anniversary. Due to the existence of Kombinat
Gorniczo-Hutniczy Miedzi, the communes of Gtogdéw and Legnica found themselves among the richest regions. This was
related to the rapid process of industrialization, as a result of which an industrial area was established (for more about the
impact of development of KGHM Polska MiedZ S.A. on its region, please see Chapter V).

1950-54

Reactivation of the
Lena, Konrad and

1968

The Lubin and
Polkowice mines were
commissioned

V

1970-74

Construction of the Rudna mine
(KGHM'’s largest mine)

©

Nowy Kos$ciét mines 1960 ®)
in the so-called Old Establishment of the -
Copper Belt “Lubin’ mine 15 February 1968
\l The mechanical ore processing
o) plant of the Lubin Mine produced the
) first concentrate

1954-59 : —\/
Construction and launch of . (@)
a smelter in Legnica, built for the . 1 May 1961

purposes of processing the ore Offcial estabishment o KGHM
(the abbreviated name for Kombinat
Gorniczo-Hutniczy Miedzi)

12 September 1991

Transformation of the State-owned company
into a sole-owner, joint-stock company owned
by the State Treasury and commencement

of preparation for future privatization. At the

same time, the Company is prepared for con-
ducting products trading on its own (earlier,
the monopoly for such activities was reserved
for other State-owned companies), an office in
London is established

1993

///. //:;;};f,
(
\ ~

7 April 2000

Commencement of sinking the
R-XI shaft, the deepest one in
Polska MiedZ, with the target
depth of 1250 m

e

2010

About KGHM Polska Miedz S.A.

1971

Start of the construc-
tion of the Gtogow |
smelter in Glogow

10 January 1968

/\ . . The construction teams completed the basic

1951-57

New drilling efforts: On 23 March 1957,

the first production line was launched

work on assembling the machinery for the me-
chanical ore processing plant, Lubin Mine Ore
Mechanical Processing Section; on 2 February,

1976-80

Construction of the
Sieroszowice mine

Mr. Jan Wyzykowski discovers the main
deposit of ores containing 1.40% of cop-
per at the depth of 655-658 meters

1962

Start of the construction of the Polkowice
mine

19 November 1960

Start of the first shaft sinking in
the Lubin mine

1 4 Corporate Social Responsibility Report 2010-2011
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1975-78

Construction of the
Glogow Il smelter with
flash furnace

Construction and launch of the Pre-
cious Metals Division

1996

Merger of the Polkowice
and Sieroszowice mining
plants into a single min-
ing division

10 July 1997

Privatization and listing of the Company on the
Warsaw and London stock exchanges

1 July 1998

Establishment of the Ore Enrichment
Division

0

/\

V

o

November 1998

Launch of the sulphur-recovery plant at
Glogow |

Signing an agreement with Abacus Mining &

Exploration Corporation, Vancouver, Canada, on

the Company's accession to a joint venture called
KGHM Ajax Mining Inc.

2006

Start of sinking the SW 4 shaft

17 October 2006

Opening of a new tech-

nological line, UPCAST, for
production of oxygen-free
copper wire in the Cedynia

wire rod plant

o

/N

22 December 2009

End of listing the Global Depositary Receipts

in London

KGHM POLSKA MIEDZ S.A.




COPPER PRODUCTION PROCESS
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Ore extraction technology Extraction of ores in mines Processing of ores and production of concentrate in Ore Enrichment Plants
! Transport underground Transport overground !
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I shaft I
I T\ / Transport by belt conveyor Transport by belt conveyor I " .
[ SIEVING THE ORE Tailings “Zelazny Most”
| % £ e | FLOATATION treatment pond
< Dump —> Ore storage area Ore
| | unloading AT
| Transport by rail area CRUSHING THE ORE THE CONCENTRATE
Railway transport
| ———1l |
| | ORE MILLING A\l DRYING LOADING
AND CLASSIFICATION THE CONCENTRATE THE CONCENTRATE
I Transport by trucks I
I I
Retention bunkers by shafts Excavation shaft

mechanically or by hand I |
I I v
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Railway transport of the concentrate to smelters
Supply of concentrates Copper production flowsheet — Gtogéw | smelter shaft furnace Contirod® process
- own concentrates
— - third-party concentrates
- [ Anode slime for the Precious Metals Plant L
i . (u cathode charge - R T0 0 ~0m0cs.-.
N
S Copper matte ———}» Converter copper ——}» Copperanode  Refined copper
Copperore < b -+ (blister) 'Anode .(athode
concentrate H i ke
i j

Production of copper using the shaft furnace technology

Supply of concentrates
- own concentrates Anode sludge to the Precious Metals Div
— - third-party concentrates . Cu-Pb-Fealloy . Copperblister PK

i ¥

Sludge

Copper ore concentrate/

Anode copper  Refined copper

I§ Copper blister PZ

o
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ision

v ) ' Anode . (athode

Casting machine
with crystallisers /7

Upcast® process

Trade Division in the Management Board Office
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KEY CSR ISSUES IN KGHM’S VALUE CHAIN

The sustainable development of KGHM requires focusing on the entire value chain: from preparation for in-
vestment, building mining plants, through excavation, processing, transport and logistics, to the moment
of decommissioning mining plants. Each of these elements is related to other challenges which should be
properly addressed in the Company’s operations. The chart below presents the key CSR issues which have
significant impact on the Company’s sustainable development throughout the entire value chain.

PREPARATION FOR
INVESTMENT

& Environmental
protection
requirements of
supervisors and
financial institutions
etc.

QEREESRME NI

¥ Engaging
stakeholders and
social consultations

o Relations with self-
governments

o Anti-bribery policies

& Human rights
(relocation of people)

~COMNIURIES

KGHM GROUP

The entire KGHM Polska MiedZ S.A. Group
comprises approximately 50 companies. The
majority of them were established as a result
of the process of restructuring KGHM and
they are still connected with its main tech-
nological process. The Company has also in-
vested capital in enterprises which are to di-
versify its revenue: in healthcare (Miedziowe

1 8 Corporate Social Responsibility Report 2010-2011

CONSTRUCTION OF

# Discharge of
water used during
construction

o Greenhouse gases
generated during
transport and
construction

¥ Managing impact on
biodiversity

¥ [ ocal economic and
social development

#f Relocation of people
o Employees safety

o Health and quality of
life of the community

o “Licence to act” from
local communities

EXCAVATION

e . »

M Environmental
management

# Use of energy
and emission of
greenhouse gases
(climate change)

o Water protection

o Emission of dust

o Mine reclamation

o WHS

#f Recruiting and
retaining employees

& Economic
contribution (taxes)

& Social involvement

¥ Occupational diseases

¥ Age management

& Relations with labour
unions

# Managing corporate
ethics

o Communication and
dialogue

Centrum Zdrowia S.A. — 100 % of shares); tourism (Inter-
ferie S.A. - 100% of shares) and also currently planned en-
ergy undertakings. The Company would also like to par-
ticipate — with external partners — in shale gas exploration
in Poland.

Other members of the Group offer products and ser-
vices connected with the main activities of KGHM Pol-
ska Miedz S.A. (inter alia, exploration and exploitation of
copper ores and ores of other metals, mine construction,

ENRICHMENT
OF ORES SMELTING

». .......................... » .......................... »

TRANSPORT

o Use of fossil fuels
& Emission of
greenhouse gases

o Use of energy
and emission of

& Waste management
o Use of energy
o Use of gas greenhouse gases
& Gas emissions o Water protection
o Noise o Smelter production transport (climate

effectiveness change)

o Impact on agricultural
production

o Health and hygiene o WHS - M Safety of transport
at work # Recruiting and retain- o Availability of
o Employee safety ing employees . transport
o Age management ¥ Occupational diseases o Impact on the
& Age management
& Relations with labour

& Managing corporate
ethics

# Communication and
dialogue

o Health and quality of
life of local people

production of electric and heat energy, mining machines
and equipment, research and development work), as well
as services not related to handing the technological pro-
cesses of KGHM Polska Miedz S.A., for example, tourist,
transport, medical and investment services (KGHM TFI).

quality of life of local
people (onerous and
unions favourable aspects)

DECOMMISSIONING

& L and reclamation
and maintaining
biodiversity

generated, e.g., during o Waste management

#f Revitalization (e.g.
Mining Open-Air
Museum in Leszczyna)

¥ Ensuring housing
opportunities

The entire KGHM Polska
Miedz S.A. Group
comprises approximately

50 companies.

KGHM POLSKA MIEDZ S.A. 19



About KGHM Polska Miedz S.A.

20

2.2. KGHM — A LEADER ON THE COPPER MARKET

KGHM PRODUCTS

he main products of KGHM are copper and silver. In recent years, the annual
output of copper stabilized at the level of 500-550 thousand tonnes. Copper
is offered to clients mainly as refined (cathode) copper, wire rods (for produc-
tion of cables and wires), and round billets as well as oxygen-free copper wire. In

2011, KGHM Polska Miedz S.A. was the eighth largest manufacturer of electrolytic
copper worldwide (Copper Survey 2012). In 2011, the volume of sales of copper
and copper products on the domestic market accounted for 21.4% of total sales
thereof, and export sales accounted for 78.6% of total sales of these goods. In
this period, the largest foreign recipients of copper manufactured by the Com-
pany were: Germany, China, Italy and the Czech Repubilic.

The Company also manufactures more than
1200 tonnes of refined silver annually. It is
sold as pigs (slabs) and granulate. Silver is
used not only in jewellery, but also in the
electronics and electric industry, as well as in
photography. It is traded on several forward
markets globally — inter alia, London Bullion
Market Associations. In 2011, KGHM was the
largest manufacturer of refined silver world-
wide (Silver Survey 2012). In 2011, sales to the
domestic market accounted for 2.7% of total
sales of silver, and exports — 97.3%. The larg-
est foreign recipients of this metal were: the
United Kingdom, USA and Belgium.

The Company’s main products (electrolytic
copper and refined silver) are characterized
by very high quality which has been con-
firmed by international certificates (for more
information, please see Chapter 1V). Since the
start of the production process, the Company
has put on the market more than 16 million
tonnes of copper and 20 thousand tonnes of
silver.

Halite, or rock-salt, is a non-standard product of copper
mines, and has been extracted in the Polkowice-Sieroszo-
wice mine since September 1991. It is used in the chemi-
cal, foodstuffs, heating, dying and tannery industries, for
food processing purposes, for production of animal feed
and for maintenance of roads in winter. The Company ex-
tracts 457 171 tonnes of salt annually. Its offer also includes
other industrial and precious metals: very rare rhenium
(annual output of 5 tonnes ranks the Company as the
fifth worldwide), raw and refined lead (output of approxi-
mately 25 thousand tonnes annually), nickel (0.6 thousand
tonnes), gold (23 thousand ounces), platinum and palladi-
um (3 thousand ounces), as well as selenium (85 tonnes).
The Company also manufactures more than 630 thousand
tonnes of sulphuric acid annually.

Many of these products are derived in connection with
waste management. Once gold is recovered, small
amounts of rich platinum and palladium concentrate re-
main which are delivered to other refining plants. In the
production of ammonium perrhenate, sewage water aris-
ing from gases treated during the production of copper
is used. Ammonium perrhenate contains approximately
69.4% of pure rhenium.

Raw materials / materials used — weight and volume 2011

Total use of materials, together with materials purchased
from external suppliers and obtained internally (production

for internal purposes, extraction, etc.)

Extraction of Extraction of
copper ores: copper ores:
30805 183 Mg 31240837 Mg

Corporate Social Responsibility Report 2010-2011

........................................................................................................................................................................................................................................................................................................... About

Manufacturing activities of KGHM

In the production of refined lead the materials generated
in the initial phases of copper melting are used. Sulphuric
acid is produced from recycled gases containing sulphur di-
oxide, generated in the process remelting copper concen-
trates in the fluidization process and in melting copper from
copper matte. In turn, copper sulphate and nickel sulphate
are recovered from the used electrolyte derived from the

2010

process of electrorefining copper. Road build-
ing materials are manufactured from smelter
slag generated in the process of melting cop-
per in shaft furnaces. In addition to economic
benefits, the economic utilization of wastes
from copper production is of key importance
for environmental protection.

Annual output

Product Production output in 2011

Copper cathodes 571041 Mg
Cu-ETP wire rods 226 235 Mg
Cu-OFE wire 15225 Mg

CuAg wire 1198 Mg

Copper billets 20320 Mg

Refined silver (granules and billets) 1259566 kg
Technical sulphuric acid 636 248 Mg
Salt 457 172 Mg

Granulated copper 2260 Mg
Copper sulphide 5533 Mg

Nickel sulphide 2481 Mg
Technical selenium 84 674 kg
Metallic gold 703.767 kg

Raw lead 30010 Mg

Refined lead 25234 Mg

KGHM Polska Miedz S.A.

B Production of
electrolytic copper
(thousand tonnes)

B Production of silver
(tonnes)
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Copper, due to its
exceptional properties:
durability, resistance

to corrosion, electrical
and heat conductivity,
ductility and forgeability,
and timeless sheen, has
found broad use virtually
everywhere,

Raw materials that are manufactured by the
Company are the basis for modern and safe
technologies which are of key importance for
today and mark the future for our develop-
ment. At the same time, copper was the first
metal encountered in human history, and the
ability to extract and process it is one of hu-
manity’s most momentous discoveries. Thank
to this, humans left the Stone Age to begin
the growth of civilisation. Copper, due to its
exceptional properties: durability, resistance
to corrosion, electrical and heat conductivity,
ductility and forgeability, and timeless sheen,
has found broad use virtually everywhere. It
is used in the electric and technical industry
and in the electric power generation indus-
try; it is difficult to imagine IT and telecom-
munication equipment without it. Due to its
durability, it is used in construction and in
sanitary installations, and has been utilized in

Corporate Social Responsibility Report 2010-2011

biomedical sciences, as well as by manufacturers of tradi-
tional brass instruments.

In 1825, William Sturgeon coiled isolated copper wire
around a metal slab and created the first electromag-
net. Next came Michael Faraday, who discovered induc-
tion and built an electric motor. Today, electric motors
power the entire world. In millions of motors current flows
through coils of thin copper wire. It will flow even more
intensively along with the development of technologies
which, inter alia, are used to power electric cars.

In the production of all kinds of electric devices, and
also cables and conductors, approximately 35% of
the world’s output of copper is used, and if we include
electronics - 38%, because almost each electronic device
utilizes the excellent properties of this metal. This is of key
importance to the development of modern technology, IT
systems, and data transmission.

Copper is also increasingly used in healthcare and medi-
cine. According to the three-year clinical trials conduct-
ed in intensive care wards in the USA, the application of
copper as an antibacterial surface reduces the risk of
hospital infections by 40%. Opportunities for applying
copper and its alloys in order to terminate the chain of in-
fections arise in all places in which there are many people
on the move, i.e., on handrails in trams, trains and buses,
doorknobs in offices, schools, at railway stations etc. Such
solutions have already been used in the world, for exam-
ple, in the underground in Chile. Due to its antibacterial
properties, this metal is excellent for air conditioning sys-
tems and heat exchangers.

The market has been developing more and more new ap-
plications for copper. According to the report of the Cop-
per Technology Roadmap (CTR), this metal will be useful,
e.g., in developing the sector of renewable energy gen-
eration (e.g., in wind farms, copper is used in windings of

Production and consumption of copper

worldwide (in thousand tonnes)
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B Total output of refined copper
B Total consumption of refined copper

Consumption of copper worldwide (in thousand tonnes)
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electronic goods
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stators and rotors in power generators, high voltage ca-
bles and transformer winding). As the report of the Frost
and Sullivan agency for the European Copper Institute
(ECI) indicates, a wind turbine with the power of 2WM re-
quires approximately 15-20 tonnes of copper.

It is also anticipated that more and more copper will be
used in sea farms. Plastic cages for breeding sea ani-
mals were often covered with algae, and those with cop-
per not only do not grow algae, but also due to the fact
that they are clean, create a much healthier environment
for fish or crustaceans. Alloys of copper and plastics, due
to their durability and flexibility, can also be applied in

31% \\
Construction

38%
decvonie N\

goods

N

3000 4000 5000 6000 7000 8000

Source: Copper Survey 2012

construction of reinforced buildings resist-
ant to seismic shocks. The copper industry is
still seeking new, future applications of this
metal or ways of extending those which are
already used.

Copper has also one more advantage which
locates it among strategic raw materials for
sustainable development - it is estimated
that approximately 80% of copper which
was extracted has also been reused in the
economic way. In this respect, this metal is
second place to iron and aluminium.

Consumption of copper worldwide

by end-users

10%

Industrial
equipment

10%

Household
appliances

11%

Transport
Source: Copper Survey 2012
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KGHM POLSKA MIEDZ S.A. ON WORLD MARKETS

8 811/tonne, which was 17% more than in the previous
year. There was also a new quotation record — on 14 Febru-
ary 2011, for one tonne of copper one had to pay as much
as USD 10 148. After the collapse of Lehman Brothers in
2009, which triggered off the crisis which was also reflect-
ed in the quotations of raw materials, the average annual
price dropped to USD 5 164/tonne. The rapid growth re-
sulted from the world economy recovering from the crisis,
and the growing demand for copper in China.

As a result, the perspectives of copper manufacturers — de-
spite seasonal fluctuations of prices and attempts at specu-
lative use of this raw material — are very promising, the more
so that the global production of copper concentrate grew in
2011 by only 0.1% to 15.95 million tonnes. This was the sec-
ond consecutive year in which the growth was around 1%.
Nevertheless, world consumption grew by 3%.

KGHM POLSKA MIEDZ S.A. IN FOREIGN AND DOMESTIC ORGANIZATIONS

The Company is a member of 10 domestic and eight international industry associations, also the ones which promote
copper and its applications. The metal from Polish smelters is sold on the key world markets, inter alia, via the commodity
exchanges in London and Shanghai, and meets the highest quality standards which is confirmed with respective certifi-
cates (for more see Chapter IV).

According to the Copper Survey 2012, in 2011 KGHM Polska
Miedz S.A. was ranked eighth on the list of the largest glob-
al producers of mined copper. Following the acquisition of

24

The years 2010 and 2011 were very good
for the copper industry. In 2011, the aver-
age price of copper reached the level of USD

the Canadian mining company, Quadra FXN, in 2012, the
enterprise could rise even higher in the global ranking of
producers.

Copper Alliance, formerly International
Copper Association (ICA) — (since 2007)

International Precious Metals Institute (1994)

Stowarzyszenie Ksiegowych w Polsce (Accountants
Association in Poland) local branch in Legnica (1975)

Stowarzyszenie Emitentéw Gietdowych (Polish Association

10148 f Li i 1997
10 000 International Wrought Copper Council of Listed Companies) (1997)
8985 7346 9740 3301 1 1 Codelco 1760 1796 (1996) Polskallzba Ekologii (Polish Environmental Chamber) in
8000 6952 R | London Bullion Market Association (2000) Katowice (2002)
. o001 i 2 2 Freeport-McMoRan 1508 1416 Stowarzyszenie Inzynieréw i Technikow Metali
) | | Eurometaux (2005) iy L .
6000 5164 Niezelaznych (Association of Non-Ferrous Metals Engineers
7 B 3 3 BHP Billiton 1132 1058 Euromines (2005) and Technicians) (2005)
4000 : 57 3051 : European Precious Metals Federation (2009) Izba Energetyki Przemystowej i Odbiorcow Energii
4 4 Xstrataplc 899 899 (Industrial Energy Sector and Energy Recipients Chamber)
2000 | — European Technology Platform on
. . (2006)
8 — 6 5 Anglo American 626 599 Sustainable Mineral Resources (2010)
Izba Gospodarcza Zaawansowanych Technologii (Polish
2008 2009 2010 2011 7 6 Southern 479 588 Chamber of Commerce for High Technology) (2008)
Copper Corp.
o o ’ Izba Gospodarcza Metali Niezelaznych i Recyclingu
Year's minimum 5 7 Rio Tinto 701 536 (Economic Chamber of Non-Ferrous Metals and Recycling)
Average
B Vear' . (2009)
ears maximum KGHM Polska
’ o 8 8 MiedzSA. 425 427 Zachodnia Izba Gospodarcza (Western Business Chamber)
Source: Copper Survey, Thomson Reuters 2012
(2010)
10 9 Antof t 336 420
frotagasta Zwiagzek Pracodawcéw Polska Miedz (Employers’
Organization of Polska Miedz) (1996)
9 10 Norilsk Nickel 379 374
Krajowa Izba Sportu (National Sports Chamber) (2010)
Source: Copper Survey, Thomson Reuters 2012
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2.3. COMPANY'S RESULTS

Net sales and sales
equivalents, including
to related entities

2010 2011

PLN million | PLN million

Net sales of finished goods 15 830 19977
Change in finished goods

(increase - positive value, 170 321
decrease - negative value)

Cost of finished goods for 91 155

internal consumption

=2 Net sales of goods for
. 115 120

resale and materials

Gains on disposal of
. 0 0

o non-financial non-current assets
Other operating income Subsidies 0 2
Other operating income 33 31
TOTAL 16 239 20606
Amortization and depreciation 615 672
Materials and energy used 4778 5911
Operating expenses External services 1029 1256
Other costs by type 3020 3263
Cost of goods for resale and materials sold 107 107

Loss on disposal of non-financial
Operating ’ non-current assets 18 B

expenses Other operating . .
expenses Impairment of non-financial assets 0 0
Other operating expenses 46 53
Interest, including to related entities 1 1
. . Losses on disposal of investments 130 0
Financial costs :

Losses on remeasurement of investments 1360 478
Other 62 33

Wages, salaries

Total cash expenditure on salaries, wages

| and employee benefits (current payments 1933 2012
and employee without any commitments for the future)
benefits o o
Social insurance and similar charges 728 843
Dividends paid to all shareholders 600 2980
Payments Payment of interest to loan providers 0 0

to investors

Interest on all forms of loans and borrowings
(not only long-term) and overdue dividends 0 0
due to holders of shares/preferential stocks

Income tax (this amount should

PRI Taxes not include deferred taxes) 1249 2204
the State . . .
Taxes and fees, including excise duty 300 318
Investments in Voluntary contributions and investing
. funds in the broadly understood 12 503 15113
community o . .
community (including donations)
TOTAL 28 479 35 255
Retained Directly generated economic value minus

economic value

Distributed economic value (A-B) 263 464
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2010

9 Gazeta Gietdy “Parkiet” Award - the statue of the Bull
and Bear in the category of the best investment in a
WIG20 company;

% Company’s Annual Report — 1st place in the competi-
tion for The Best Annual Report 2009;

% KGHM Polska Miedz S.A. as the 2010 Charity Leader in
the category of companies which donated the largest
amounts for social purposes;

¥ Member of the RESPECT Index - high standards of cor-
porate responsibility management;

¥ Golden Webpage of Listed Companies - a distinction
for corporate Webpage www.kghm.pl at the 2nd stage
of the competition;

% Ideal Employer - 3rd place in the 2nd issue of the “Ideal
Employer” Uniwersum ranking;

% The Listed Company of the Year 2010 - KGHM Polska
Miedz S.A. was awarded the “Listed Company of the
year 2010” distinction by investors and readers of the
Inwestycje.pl Web portal. In May 2011, the Inwestycje.
pl portal, in cooperation with the National Securities
Depository (KCPW) and Association of Individual Inves-
tors, carried out a poll among readers of the portal to
choose the Listed Company of the year 2010. Four fi-
nancial indicators were taken into account: the compa-
ny’s net profit for 2010, profit for 2009, return on equity
(ROE), and profitability of sales. Next, the transparency
of the company was taken into account, as well as the
perspectives of development of the industry in which
the company operated;

% Pillars of the Polish Economy 2010 — an award granted
by “Puls Biznesu” daily;

¥ Regional Forbes CSR Awards - 1st place in the
Dolnoslaskie (Lower Silesia) Province;

¥ White list - silver certificate of credibility and reliability
- a certificate awarded by Wroctaw Business Chamber;

% “Well Perceived” company - an award granted by the
Business Centre Club for the best image in the context
of corporate social responsibility in the Dolnoslaskie
(Lower Silesia) Province.

2011

9 Gazeta Gietdy “Parkiet” Award - the statue of the Bull
and Bear in the category of the best investment in
a WIG20 company;

% Listed Company of the Year 2010 - distinction awarded
by investors and readers of the Inwestycje.pl Web portal;

¥ Member of the RESPECT Index - high standards of cor-
porate responsibility management;

# Index of Success — special distinction for the most effec-
tive company in Central and Eastern Europe awarded by
the “Rzeczpospolita” daily and Deloitte;

¥ The Best Annual Report for 2010 - special award above
the general ranking — The Best of The Best;

% Fray International Sustainability Award — an award for
significant contribution to initiating, implementing and
developing sustainable and environmentally friendly so-
lutions in mining and processing industries;

% KGHM Polska Miedz S.A. - a Pearl of the Polish Economy
- an award for consistent implementation of the policy
and strategy of the enterprise, and the leading position
among the most dynamic and most effective enterprises
in Poland;

2 The most valuable company in Poland 2011 according to
Newsweek ranking — the Polish issue of the international
Newsweek magazine for the 10th time elected the most
valuable companies in Poland. KGHM Polska Miedz S.A.
was first in the ranking of the top 100 most valuable
companies in Poland in 2011 in the mining industry, and
first in the ranking of the top 100 most valuable compa-
nies in Poland in general classification;

¥ The ideal employer according to professionals - 2nd
place in the category of engineering, 7th place in the cat-
egory of business, awarded by Universum Professional
Survey;

% Pillars of the Polish Economy - 1st place in the Pillars
of the Polish Economy 2011 ranking and 1st place in
the Pillars of the Polish Economy 2011 ranking in the
Dolnoslaskie (Lower Silesia) Province;

% Golden card of the leader of safe work — awarded by the
Central Institute for Labour Protection — National Re-
search Institute — in recognition of the results obtained in
respect of the improvement of working conditions, safe-
ty and protection of people in the work environment.

KGHM POLSKA MIEDZ S.A.
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3.1. A COMPANY WITH A STRATEGY

MISSION AND VISION OF KGHM

GHM Polska Miedz S.A.'s mission is the “Effective process-
ing of natural resources as a way to increase the Company’s

goodwill”. The Company’s vision is to join the group of large
global copper manufacturers by increasing the production of
this metal to approximately 700 thousand tonnes annually.

STRATEGIC GOALS

KGHM Polska Miedz S.A.'s strategy for 2009-2018 was approved by the Supervisory Board on 23 February 2009.
It includes activities grouped into five main areas.

G Enhancing effectiveness - stopping the growth of unit production costs

Key activities in this area assume:

& investments in new technologies, inter alia, mechanical extraction of ores, automation of the pro-
cess of ore enrichment and construction of a new flash furnace in the Gtogéw | smelter;

¥ modernisation of the existing infrastructure, inter alia, replacement of mining machinery and
modernisation of the Gtogow Il smelter;

o optimisation of processes and production organization, including, inter alia,: centralization of pur-
chases, development and implementation of an IT system for managing exploitation of the de-
posit, and also intensifying preparatory work underground.

Development of the resource base so as to enable an increase of the production of
copper concentrate up to approximately 700 thousand tonnes annually

KGHM Polska MiedzZ S.A. takes several actions aimed at increasing access to the raw material resources in
Poland and worldwide, in particular:

¥ development of the system of mining deep ores which comprises further work on management of
the Gltogéw Gteboki — Przemystowy deposit, and also developing a system for mining ores more
than 1 200 m deep;

#f foreign investments in mining assets, inter alia, projects in Canada (Ajax-Afton);

# exploration of new deposits in the region, including in the area of Radwanice-Gaworzyce in Poland
and Weisswasser in Germany, and also exploration work on areas next to the Company’s deposits;

# intensifying the processing of scrap.

Corporate Social Responsibility Report 2010-2011

Diversification of sources of revenue and gradually gaining independence
from changes in energy prices

As a target, KGHM Polska Miedz S.A. wants to increase the share of sources of revenue other than the
core activities to approximately 30%, inter alia, by investing in the power generation industry. This in-
volves, for example, construction of gas-steam blocks in Powerplants in Gtogéw and Polkowice, which
are to satisfy 25% of the Company’s demand for electric power, cooperation with industry partners in
the construction of a coal power plant, and tackling the issue of wind power. The Company would like
to achieve a 3% share in the energy market in Poland. Other sources of income are to become tour-
ist and healthcare services. A subsidiary, KGHM TFl, in 2011 established the Polish resort group: Pol-
ska Grupa Uzdrowisk - KGHM TFI. It owns, inter alia, the following resorts and spas: Zespot Uzdrowisk
Ktodzkich, Uzdrowisko Swieradéw-Czerniawa, Uzdrowisko Potczyn and Uzdrowisko Cieplice. The Fund
plans to participate in the privatisation of subsequent Polish resorts.

G Support for the region

KGHM Polska Miedz S.A. wants to continue its active involvement in the regional community by:

9 creating workplaces and developing regional entrepreneurship, inter alia, using the infrastructure
of KGHM Letia S.A.;

# protecting the environment, providing healthcare for employees and local people, supporting
sports, development of culture and science in the region.

e Development of organizational skills and effectiveness

The purpose of the changes is introducing the mechanism of managing through targets, staff develop-
ment programmes and creating a transparent holding structure.

According to the assumptions of the Company, investment outlays on the implementation of strategic
projects in 2009-2018 will amount to approximately PLN 19.8 billion. Implementation of the strategy will
improve the cost competitiveness of the Company in the short term. As a result of the implementation of
the strategy, KGHM Polska Miedz S.A. will become an international copper holding with diversified sourc-
es of income, which will make the Company independent of the fluctuation of copper prices.

KGHM POLSKA MIEDZ S.A.
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3.2. GLOBAL EXPANSION OF KGHM

GHM Polska Miedz S.A. is a mining and smelting company which has
reached a high level of expertise in the mining and metallurgical tech-
nology and in the sale of copper and silver. It is obvious that the resources
of copper ores in its basic area of operation are limited and the base of re-
sources in this region will systematically shrink over time. Developing new re-

sources of copper ore from the Gtogéw Gteboki-Przemystowy deposit, which
is located next to the deposits currently exploited, will allow the Company to
maintain the current level of production, however reaching for ores located
deeper (from 1 100 to 1 350 m) has a considerable impact on an increase in
the costs of mining (higher pressure of the rock mass, higher temperatures,
etc.) which affects KGHM’s competitive position.

Therefore, in the Company's strategy for
2010-2018, one of the primary strategic goals
is to obtain new resource assets. The follow-
ing means will be used to this end:

1. Exploration of new deposits in the region
(inter alia, a concession for exploring de-
posits in Germany, i.e., the Weisswasser
Project);

2. Acquisitions in the mining sector.

All projects relating to acquisitions in the
mining sector must meet the basic profitabil-
ity criteria at an acceptable risk level. KGHM
prefers projects in countries which are politi-
cally and economically stable, with legisla-
tion which is friendly for foreign investments
and mining. Such countries include members
of NAFTA (North American Free Trade Agree-
ment) and stable Latin American countries
(Chile and Peru), countries of South Africa
(Republic of South Africa, Namibia, Botswa-
na, Morocco) and European countries.

In order to attain the strategic goals set out
in 2010, KGHM Polska Miedz S.A. signed an
agreement on accession to a joint venture
with Abacus Mining & Exploration Corpora-
tion, Vancouver, Canada, under the name
KGHM Ajax Mining Inc. The new compa-
ny in which the Polish Company has an 80%
shareholding, will implement a project of ex-
ploitation of copper and gold ores from the
Afton-Ajax deposit in Western Canada, in

Corporate Social Responsibility Report 2010-2011

the South-central part of British Columbia, approximately
5 km South-West of Kamloops. This is the first such con-
siderable investment of the Company on western markets.

The planned undertaking will be an open pit mine with
an anticipated life-time of approximately 23 years. Thanks
to the deposits in Canada, a country which is both eco-
nomically and politically stable, KGHM Polska Miedz S.A.
intends to increase the production of copper concentrate
by 40 thousand tonnes annually and gold by nearly three
tonnes.

The participation of KGHM
Ajax Mining Inc. in the
manufacturing process
will enable KGHM to
increase its annual copper
production

by 40 thousand tonnes,
and gold by 3 tonnes.

Another step to implement the strategy was the comple- a global player on the non-ferrous metals market.
tion of a friendly take-over of the Canadian mining com- The Company owns mines in Canada, USA and Chile.
pany Quadra FNX at the beginning of 2012. The value KGHM is also a co-owner of the Sierra Gorda deposit
of the transaction amounted to CAD 2.9 billion, i.e., PLN in Chile. This guarantees to the Company the safety of
9.1 billion. KGHM Polska Miedz S.A. financed this transac- raw materials supply in the global economy and places
tion from its own funds. In this way, the Company became it fourth in the world in terms of copper resources.

KGHM has a diversified portfolio of mining assets

in safe jurisdictions

GREENLAND
Malmbjerg (Mo) POLAND
CANADA Polkowice-Sieroszowice
Afton-Ajax (Cu, Au) iy, 2 mine (Cq, Ag)

4 <49 Lubin mine (Cu, Aqg)
CANADA Rudna mine (Cu, Ag)
McCreedy (Cu, Ni, TPM¥) Gtogow Gteboki (Cu, Ag)
Morrison (Cu, Ni, TPM) Exploration in the region
Podolsky (Cu, Ni, TPM)
Victoria (Cu, Ni, TPM) GERMANY
USA Weisswasser:(Cu,Ag)
Robinson (Cu, Au, Mo)
Carlota (Cu) v
CHILE 3
Franke (Cu)
Sierra Gorda (Cu, Mo, Au 1
® KGHM mining projects
® KGHM mines

Exploration
Development
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3.3. TOWARDS A SOCIAL RESPONSIBILITY
STRATEGY

he issues of sustainable development and corporate responsibility are of
top priority in the context of the implementation of the Company’s strat-
egy for 2009-2018. Its success depends on the quality of relations and coop-
eration with local administration, attitudes and involvement of employees and
employee organizations, as well as on the Company’s reputation among peo-

ple living in the Copper Belt. In order to unify the existing activities and render
them a new, more comprehensive dimension in 2011, the Company decided to
draw up its first corporate social responsibility and sustainable development
strategy. During the work, the CSR issues were combined with business strat-
egy pillars and the requirements of the ISO 26000 standard.

TIMELINE FOR KGHM’S SOCIAL RESPONSIBILITY

1964 : : | The “90s
The regional healthcare facility, . .

Obwodowa Przychodnia Gérnicza,
was established — the foundation for

Beginning of pro-envi-
ronmental investments
in the Company’s

1 March 2004

In the ranking organized by the BCC and
Newsweek, the Company was awarded
the title of the Best Employer of the
Year 2003 in heavy industry and mining

201

— start of the Health Promotion
Programme in cooperation with

the Polska MiedzZ Foundation and
Miedziowe Centrum Zdrowia health-
care centre, addressed to children
from communes located next to

smelters

sector

Ve

2003

establishment of the Polska Miedz
Foundation which conducts social
activities, mainly in the Lower Silesia Re-
gion, which implements the corporate

social responsibility tasks of KGHM

%

2007

Glogow smelter obtained the integrated permit for
releasing substances or energy into all components
of the environment in compliance with the environ-
mental protection requirements and with the Best
Available Techniques

%

N

2000

removal of Glogéw smelter and
Legnica smelter from the list of
the 80 most onerous industrial

facilities in Poland

o) : o)

2009

opening of a football stadium in Lubin,
financed by KGHM

2004

the Tailings Management Division was
removed from the list of 80 most onerous
facilities in Poland

20M

development of a comprehensive

CSR and sustainable development
strategy — setting out challenging
directions and goals

C:) today’s Miedziowe Centrum Zdrowia O smelters, related to the : 28 May
/\ . reduction of emission of : . 1995
. gases and dust (o)
: + | —establishment
January 1962 1966 of the Miedziowe

The Emergency Rescue Unit
(Jednostka Ratownictwa
Gorniczo-Hutniczego) is estab-

the first Emergency Rescue
Point (Punkt Ratownictwa
Goérniczego) was established

lished

5 April 1961

The Minister of Heavy Industry changed the existing name
of "Zaktady Gornicze ‘Lubin’w budowie” (Lubin mine under 1 991
construction) to "Kombinat Gérniczo-Hutniczy Miedzi
w budowie” (Mining and Smelter Complex under con-
struction). The final name was determined in 1968

Copper brends from KGHM
are registered on the London
Metals Exchange

25 October 1994

Commissioning of a modern installa-
tion at the Sulphuric Acid Division in
the Gtogow Il smelter

Centrum Zdro-
wia S.A. health-
care centre in
Lubin

1995

implementation of the quality assurance system consist-
ent with ISO 9002 in the Cedynia wire rod plant

34
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20 November 2001

— KGHM was distinguished as the Leader of
Polish Ecology for the work contributed and

results obtained in the field of environmental
protection and for achieving the level corre-
sponding to the highest European standards

14 March 2000

Signing a new collective labour
agreement between the Man-
agement Board of KGHM Polska
MiedZ S.A. and the Company’s la-
bour unions

2008

entry to the Respect Index

on the Warsaw Stock
Exchange

2009

adoption of the business strategy for
2009-2018, which provides for the sup-
port for the region as one of its pillars

KGHM POLSKA MIEDZ S.A.
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PATH THROUGH ISO 26000

.......... M KGHM Polska Miedz S.A!s mission is to
optimally utilize natural resources as a path to
increasing the Company’s goodwill.

The Company would like to implement it us-
ing the 1ISO 26000 “Guidance on social re-
sponsibility” which was adopted in 2010.

broadly understood corporate social responsibility. It is
not intended as a form of certification or mandatory reg-
ulation, but it is to serve as a practical guide around CSR
concepts by defining the CSR framework and presenting
respective values and ideas. Due to the prestige and glob-
al range of the International Standardization Organization,
the ISO 26000 standard may become the most universal

This project defines CSR as “an organization’s responsi-
bility for the impacts of its decisions and activities (prod-
ucts, services, processes) on society and the environment,
through transparent, ethical behaviour which contributes
to sustainable development, including the health and
well-being of society; takes into account the expectations
of stakeholders; complies with laws in force and is compat-
ible with international standards of behaviour; and is inte-
grated throughout the organization and implemented in
its relations”.

The standard also defines the main areas of social respon-
sibility, such as: corporate governance, human rights, envi-
ronmental protection, behaviour towards the staff, business
reliability and credibility, consumer issues (care for cus-
tomers), and social involvement and development of local
communities.

To ensure that CSR activities are properly allocated, in Sep-
tember 2011, the CSR and Sustainable Development De-
partment was established. The Department is managed by
the director responsible for coordinating efforts in respect
of CSR and sustainable development, and supervising the
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ISO 26000 organizes knowledge about interpretation of CSR globally. ¥ i implementation of the CSR strategy.

Krzysztof Kutacz

Acting Director of the CSR

. . and Sustainable Development Department

Mirella Panek-Owsianska - -

Chairwoman of the Responsible Business Forum Corporate SQC|aI Requn5|b|||ty (QSR) is ofgrgat importance to KG.HI\/l Polska Miedz S.A. boTh from
the perspective of the industry- its organization and the corporation- and of the community. Sev-

eral of the tasks performed by my Department, which was established in October 2011, result on

the one hand from long years of experience and the Firm’s activity in many areas of CSR, carried out

through sponsoring, the Polska MiedzZ Foundation or other organizational units of KHGM, and on

ISO 26000 is not a breakthrough, but due to the process which accompanied its development, it
takes into account the full spectrum of an organization'’s responsibility. It can become the basis for
building a company’s CSR strategy, and due to its comprehensive nature, the company can be sure
that no areas or groups of stakeholders are omitted. In the following years, ISO 26000 may become
the most important responsibility standard, a benchmark to which both companies and NGOs or
public administration will refer.

the other from innovative and radical projects with respect to the widely-understood sustainable
development, conducted during the past few years of the Firm’s operations.

It is worth emphasizing that, in becoming global, KGHM has begun to be more interested in per-
ceiving CSR within the context of international economic order, structured, among other things, ac-
cording to the principles of sustainable social development, the natural environment, human rights
and democracy. We aim not only to rationalize all those actions pursued under CSR and to develop
the management system, but above all to make our social involvement credible.

We are approaching an important stage of training and implementing responsible business prin-
ciples, which we will be pursuing, among other things, through international, universally acknowl-
edged and applied standards of corporate responsibility, the established CSR strategy for KGHM for
the years 2012-2018, and based on the best practices and inspirations for our industry sector as well
as through improving the level of education and awareness of our staff and stakeholders.

Bogustaw Grabon

r { Director General for Governance
j and Sustainable Growth

We have based our social responsibility strategy on the ISO 26000 standard. We believe that im-
plementation of the international CSR standards will enable us to effectively address the Compa-
ny’s challenges in the economic, ecological and social areas.

Key stakeholders of KGHM

KGHM accepts responsibility for its impact on the social and natural environment. The Company

wants to listen and respond to its stakeholders’ expectations. Therefore, we have based our social @ Local community
responsibility strategy on creating innovative solutions, which minimize our impact on the natu- @ Administration at local government level
ral environment, building the “‘good neighbour” and reliable investor position, ethics and trans- : )

: . . . . @ Regulators (supervisory and controlling
parency in managing relations with the stakeholders and caring for our staff. bodies, e.g. the State Mining Authority)
| hope that this strategy will help us build the Company’s stable position in the long term. @ Clients, counterparties

@ Employees Source: PwC
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TIME FOR STRATEGY

In 2011, KGHM Polska MiedZ S.A. commenced work on its corporate social responsibility (CSR) strategy. In or-
der to prepare itself for this task, the Company reviewed international trends, standards and CSR practices in
the mining industry, and identified its key stakeholders and CSR issues arising in the Company. Another stage
of this process was to carry out interviews with the management and evaluate CSR activities conducted by
the enterprise hitherto.

=) -’\w 3
{Af— "

The Company’s CSR vision is to achieve by 2018 the position
of a constantly developing, professional, global leader which
cares for the common good and sustainable management of
resources.

To this end, the strategy is based on four directions of activities related to the business
strategy pillars.

KGHM'’S SOCIAL RESPONSIBILITY STRATEGY:

AN INNOVATOR FRIENDLY FOR THE ENVIRONMENT

GOOD NEIGHBOUR AND TRUSTED INVESTOR

EFEECTIVELY MANAGED BUSINESS PARTNER

RESPONSIBLE EMPLOYER

KGHM POLSKA MIEDZ S.A.
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34.R&D'S CONTRIBUTION TO THE STRATEGY

I n the mining and copper smelting industry, the key factor decisive for com-
petitiveness of enterprises is the unit cost of the production of copper, and
resources of raw materials held. The research and development (R&D) work in
this sector is therefore focused mainly on exploring and identifying geological

and mining assets, optimising the production process, and reducing the costs
of operating activities. The basic directions of actions performed in the Com-
pany do not differ significantly from those undertaken by other entities in the

industry.

The relations between the copper industry
and the R&D sector are very strong and re-
sult from the constant efforts of the Com-
pany to optimise its business processes and
introduce innovation in its industrial prac-
tice. KGHM Polska Miedz S.A., from its outset,
pays considerable attention to development,
including R&D activities. Global companies
involved in copper mining allocate approxi-
mately from 0.01% to 1% of their revenue to
R&D activities. The level of outlays on R&D ef-
forts ranks the Company in the lower range of
this bracket, but it has been growing for sev-
eral years. The intensity of outlays on R&D ac-
tivities in KGHM is at the level of 0.11%-0.17%

The intensity of outlays on
R&D activities in KGHM is
at the level of 0.11%-0.17%
of its income. In 2011, R&D
expenditure amounted to
approximately

PLN 35 million.

Corporate Social Responsibility Report 2010-2011

of its income. In 2011, R&D expenditure amounted to ap-
proximately PLN 35 million.

In 2006-2011, the Company’s outlays on external R&D work
and scientific expert opinions exceeded PLN 118 million.
A considerable part of these expenses (almost 48%) is either
directly orindirectly related to the responsibility for the busi-
ness conducted and its impact on its broadly understood
environment. KGHM's R&D activities are mainly financed
from the Company’s own funds, and some undertakings
are subsidized by the Polish Agency for Enterprise Develop-
ment (Polska Agencja Rozwoju i Przedsiebiorczosci), the Na-
tional Research and Development Centre (Narodowe Cen-
trum Badan i Rozwoju) and funds coming directly from the
EU in case of engagement in framework programmes of the
European Union.

Independently or with partners

KGHM conducts research and development work with its
external partners. It also has dedicated daughter-com-
panies which act within the group. One of the main en-
tities which perform R&D tasks is the R&D centre, KGHM
Cuprum sp. z o.0. Centrum Badawczo-Rozwojowe. It
was established in 1994, following the restructuring of
Zaktady Badawcze i Projektowe Miedzi “Cuprum”. It was
a dedicated unit, established in 1968, which acted with-
in the structure of the then-existing mining and smelter
complex, Kombinat Gérniczo-Hutniczy Miedzi. In 2002,
by a decision of the Minister of Science, Cuprum obtained
the status of a research and development unit, and in
2007, Cuprum CBR was entrusted by the Ministry of Sci-
ence and Higher Education with the function of the In-
dustry Contact Point for Sustainable Development of Cop-
per and Lignite Mining Industry in South-Western Poland
(Branzowy Punkt Kontaktowy Zréwnowazonego Rozwoju
Przemystu Wydobywczego Miedzi i Wegla Brunatnego

Polski Potudniowo-Zachodniej). The enterprise carries out
analytic, R&D and design work in areas such as mining, ge-
ology and hydro-geology, ore enrichment, environmental
protection, tailings storage and new power technologies.

The analytic and R&D work related to managing by-prod-
ucts of the production of copper and silver, and wastes
generated by this process is performed by KGHM Eco-
ren sp. z 0.0. The Raw Materials Recovery Division of
KGHM Ecoren conducts R&D work and provides techno-
logical services related to hydrometallurgical processes
and enrichment of ores of non-ferrous metals. Inova Cen-
trum Innowacji Technicznych sp. z 0.0. is an entity spe-
cialising in R&D services in respect of electro-technics,
automation and communication systems as well as certifi-
cation and attestation of machines and equipment.

The KGHM Polska Miedz S.A. Group also has a specialist
analytic laboratory, Centrum Badania Jakosci sp.z 0.0., and
a design entity, Bipromet S.A. Also, other members of the
KGHM Polska Miedz S.A. Group, such as Przedsiebiorstwo
Budowy Kopaln Pebeka sp. z 0.0., which builds shafts and
galleries, and Dolnoslaska Fabryka Maszyn Zanam Leg-
met sp. z 0.0., a manufacturer of mining machines and
equipment, participate in research projects.

The Company's strategy for 2009-2018 assumes im-
provement of the effectiveness of the production pro-
cess (investments in new technologies, modernization of

infrastructure), as well as the development of
resources. The effectiveness of these activi-
ties depends, inter alia, on the comprehen-
sive nature and quality of research work and
ability to apply them in practice. In 2009, the
Company signed with the Polish Agency for
Enterprise Development an agreement on a
subsidy from the European Regional Devel-
opment Fund for a research and development
project entitled: “Development of KGHM ex-
traction technology with the use of the ACT
complex”. The total amount of subsidy grant-
ed is PLN 38.2 million, which represents 25.4%
of the outlays planned for this undertaking.
The research part is expected to be complet-
ed in 2013, and the implementation will take
place in 2014-2015. The next stage of the pro-
ject “Technology of hydro-metallurgical pro-
cessing of semi-products and concentrates of
copper in the Ore Enrichment Division Lubin
region” has been completed by the Chemistry
Faculty of Wroctaw University of Technology.
In this project, KGHM Polska Miedz S.A. plays
the role of an industrial partner and end-user
of the proposed solutions.

Another commenced project which is car-
ried out in cooperation with AGH University
of Science and Technology, Tauron and ZGH

Directions and areas of the Company’s R&D activities

Optimisation
of the
production
process

\ 4 ¥
R&D activities of KGHM

New
technologies
and products

Tailings
management

Ore processing

: 4+ 4+

Extension Obtaining Automation
and monitoring
base energy of processes

of the resource and using

Enhancement
of knowledge

A 4

4+

Environmental
issues
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Bolestaw, is the Critical Metals Centre which
will carry out a stock count of resources of
critical elements (of key importance for the
EU economy), production, processing, and
sale of these elements and their compounds.
This project also involves research work
aimed at innovative use of the elements ob-
tained, e.g., for construction of prototypical
solar panels using new technologies based
on CIS (copper indium selenide). An under-
standing to this effect was signed in October
2011.

KGHM has also declared its accession to
a project subsidised from the funds of the
National Research and Development
Centre (NCBR) aimed at determining the
possibility of implementing in Polish indus-
try an innovative concept of a high-temper-
ature reactor of the 4th generation (HTR)
characterized by the high level of safety of
use and operation. In this way, the Company
wants to extend its expertise in power gen-
eration, including nuclear power, and also
verify whether the HTR technology could
be used in industrial conditions, as well as
verify to what extent the enterprise’s pow-
er needs could be satisfied with nuclear en-
ergy. An agreement on the scientific and
industrial consortium for the purposes of

Level of financing the R&D activities

[PLN thousand]

filing an application with the NCBR was signed in Decem-
ber 2011.

The Company actively engages in national and interna-
tional R&D projects in its sector. These are, for example,
the “Geocentrum Polska” project of a Polish platform asso-
ciating key research entities and enterprises in the geolog-
ical sector, the EFRB (Explosive Rock Breakage Initiative),
a forum dedicated to seeking alternative solutions for
non-explosive methods of excavating hard rocks, or the
Scandinavian initiative SMIFU (Smart Mine of the Future),
i.e., a projection of a model “intelligent” mine of the future.

In its research and development activities, KGHM Polska
Miedz S.A. cooperates not only with members of its own
group, but also with the Non-Ferrous Metals Institute in
Gliwice, AGH University of Science and Technology in
Krakow, the Central Mining Institute in Katowice, Silesian
University of Technology in Gliwice and Wroctaw Univer-
sity of Technology, Wroctaw University of Environmen-
tal and Life Sciences, Wroctaw Medical University and the
National Geological Institute in Warsaw. Foreign coopera-
tion compirises, inter alia, Outotec in Finland, LULEA Tech-
nical University (LTU) in Sweden, CANMET Research Centre
in Canada, BRGM Research Centre in France, and also de-
sign companies and industrial partners, inter alia, De Nora
in Italy, Chematur Engineering in Sweden, Electrometals
Technology in Australia and Dynatec in Canada (smelting),
as well as SGS Lakefield or Metso Minerals (processing of
ores) and Caterpillar and Sandvik (mining).
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Activities performed

Activities which involve corporate social responsibility is-
sues include an undertaking related to the protection of
the surface of the land, with an analysis, preventing and
minimising effects of seismic activity (preventing mine
tremors and crumps, effects of ground deformation result-
ing from excavation of ores underground, or analysis of
minimizing the impact of excavation on water relations in
the environment). Examples of activities include:

# “Developing a method of evaluating stresses in the rock
mass based on an analysis of acoustic activity”;

& “Carrying out analyses and examination for the devel-
opment of guidelines in respect of the evaluation of re-
sistance of buildings to para-seismic impact, based on
the Mining Intensity Scale GSI-2004”;

& “Evaluation of seismic threats based on evolution of the
location of seismic phenomena”;

¥ “Numerical 3D hydro-geological model (regional) in-
cluding the area of the impact of copper ore mining of
LGOM (Legnica-Gtogoéw Copper Belt)”;

# “Developing regional and local forecasts of deformation
of the ground surface”.

KGHM Polska Miedz S.A. conducts various research related
to the protection of the natural environment and increasing
safety of excavation in its industrial facilities. It focuses in
particular on the “Zelazny Most” mining tailings treatment
pond (for more details please see Chapter V). The research
work has been conducted for many years in order to man-
age tailings waste generated by the production process in
the most effective way. In the case of tailings, they are pri-
marily related to recovery of useful metals which are con-
tained therein in residual amounts, and economic utiliza-
tion of waste which accounts for approximately 94% of the
ore processed in the enrichment plants. Currently, the waste
is used to fill the post-mining voids in mining plants, which
not only reduces the amount of recycled wastes on the sur-
face, but also should reduce the impact of mining activities
on the ground surface, improve safety of work in the mines
and have a positive impact on the excavation technology.
The Company also seeks methods of broader utilization of
wastes in the construction and road-building sectors.

KGHM Polska MiedZz S.A. has already demonstrated
achievements in respect of economic use of industrial
waste. As a result of long-term research and development
work, inter alia, solutions for using tailings for hydrotechni-
cal purposes were implemented, i.e., for artificially raising
the ground level by depositing suspended solids carried
by water), shaft furnace slug in the production of road-
building materials, smelter slug as material for land recla-
mation and levelling ground, granulated slug as a mate-
rial for the production of abrasives used in high-pressure
cleaning, or slug from Doerschel’s furnace as an additive
which improves the parameters of smelter processes.

The Company also conducts various R&D
work related to monitoring and limiting
the impact of the copper industry on the
environment, energy savings (the project
“Implementation of solutions which enable
energy savings in a technological process” or
“Hydrogeochemical evolution of water envi-
ronment in areas affected by mining activi-
ties of KGHM Polska Miedz S.A. in the view of
the EU Framework Water Directive. Stages |,
Il and lII. Stage |, database of hydrodynamic
and hydrochemical data”). An important di-
rection of research is also the work on seques-
tration, i.e., storage of carbon dioxide in order
to reduce its emission to the atmosphere.

An important element of R&D expenses are
costs incurred on the control and manage-
ment of safety of work of the Company’s em-
ployees, its contractors working within the
Company'’s premises, and people living in the
Copper Belt. The following projects are, inter
alia, dedicated to these issues: “Evaluation of
potential health implications related to the
emission and imission of chemical substances
from ventilation shafts of the mining plants
of KGHM Polska Miedz S.A.", “Development
and implementation of effective technical
measures for protecting employees working

KGHM POLSKA MIEDZ S.A.
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GOOD PRACTICE

in environmentally-challenging conditions”
and “Developing the rules for employing
people in environmentally-challenging con-
ditions in underground mining plants”.

The Company also allocates a considerable
part of its expenses to tasks related to the ef-
fective use of its resource base, inter alia, for
projects related to more precise examination
of the deposit and natural threats in mining
activities, and also adaptation of the excava-
tion technology to the conditions of mining
work at considerable depths.

The Company also plans projects in the area
of Mine-to-Metal optimisation, such as
“Evaluation of the effectiveness of LGOM de-
posits taking into account the ability to enrich
them, and the output of copper and silver in
the Ore Enrichment Plants” and the “Impact
of new excavation systems on the mining
and smelter process of production of copper
and other metals”. This work is aimed at the
optimum use of the resource base of KGHM
Polska Miedz S.A. and the implementation of

Employees-inventors

the Company’s policy of extending the operation of cop-
per mines in the Leginica-Gtogéw region, and thereby
contributes to the perception of the region and reinforce-
ment of its position.

Other examples of social responsibility of the Company
for using the national resources of raw materials accom-
panying copper and critical elements are the projects
entitled: “Developing the technological concept of pro-
duction of magnesium oxide of solutions of magnesi-
um sulphate in the Szklary installation for leaching nick-
el ore”, “Research on the presence of critical elements
in KGHM”, “Managing rock-salt in LGOM", “Utilizing salt
headings for storage of waste”, and “Analysis of sustaina-
ble management of lignite deposits using the best avail-
able technologies”.

KGHM Polska Miedz S.A. also conducts research work re-
lated to monitoring self-propelled mining machines and
equipment, and also localizing machines and people. This
work is aimed at enhancing work safety, implementing
early warning systems in case of emergency situations,
better utilization of means of production from the per-
spective of lower use of fuel and materials, as well as envi-
ronmental protection.

The Company carries out various activities in the form of campaigns or systematic efforts
aimed at involving employees in the process of technological and organizational changes.
Some examples of campaigns are the “Effectiveness Programme” and participation in the
R&D project “Lean Mining”, which provides for establishing employee innovation groups
for exploring the opportunities for more effectiveness in the mining production process.
The activities are conducted systematically in accordance with the “Innovation Rules and
Regulations” applicable in the Company. In this case, the Company makes it possible for
employees to demonstrate additional professional activity related to organizational and
technical innovation. Employees can submit projects of improvements (rationalizations or
inventions), and if the projects are accepted for use, the employees are remunerated in ac-
cordance with the “Innovation Rules and Regulations”.

In 2006, an additional tool was added to the “Innovation Rules and Regulations” to engage
employees of KGHM Polska Miedz S.A. - the Innovation Exchange which is organized once
a year by a department in the Management Office which is responsible for innovations.
The Exchange, due to the mechanism of additional motivating remuneration, and also due
to shorter lead time of the project verification, is supposed to encourage employees to look
for simple improvements, enhancement of effectiveness and work safety. In 2006-2011,
a total of 371 projects were submitted. A considerable part of the proposed solutions have
already been applied in practice, undergo tests or are being evaluated by the Company’s
experts.
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KGHM Polska Miedz S.A. - the efficiently managed business partner

4.1. CORPORATE GOVERNANCE PRINCIPLES

GHM Polska Miedz S.A. is managed in accordance with corpo-
rate governance principles and business ethics. The Company,
which is listed on the Warsaw Stock Exchange, makes every efforts
to abide by the principles of corporate governance as specified in
the “Code of Best Practice for WSE Listed Companies” document in

its everyday operations, and to comply with best practices of listed
companies at each stage of its operations, and with the recommen-
dations addressed to management boards, supervisory boards and

shareholders.

BEST PRACTICES

Best practices constitute a set of corporate
governance principles and relationships be-
tween listed companies and their environ-
ment. They are an important instrument
aimed at strengthening market competitive-
ness. These principles, in consultation with is-
suers and investors, are developed and modi-
fied by the Warsaw Stock Exchange; they were
published in writing for the first time in 2002.
The “Code of Best Practice for WSE Listed
Companies” helps improve the transparency
of companies listed on the Warsaw exchange,
enhance communication between companies
and investors, and reinforce protection of the
latters’ rights.

Key company information

is transferred to:

DO
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investors and analysts — via the website
www.kghm.pl / investor information, maintained
in Polish and English;

the media — through conferences and press releases,
the press office and the www.kghm.pl website;

the employees — via press magazines, Intranet
and corporate TV.

Corporate Social Responsibility Report 2010-2011

An amended corporate governance policy has been in
force since 1 January 2012, included in the “Code of Best
Practice for WSE Listed Companies”. The Company tries to
apply all the recommended policies recognising that they
increase shareholder value. To pursue a transparent and ef-
fective information policy ensuring that all the stakeholders
have fast and safe access to information, the Company - to
the widest possible extent - uses both traditional and mod-
ern company information transfer technologies (recom-
mendation I.1 of the “Code of Best Practice for WSE Listed
Companies”).

In accordance with the best practices recommendations,
the Company prepares and publishes current and periodi-
cal reports in two language versions on its websites. The
following are also available in the service: the calendar of
key events (investor’s calendar), information on the divi-
dend policy, financial information, exchange quotations
and the current composition of the Management and Su-
pervisory Boards, the Group structure and the currently
pursued strategy.

In its information policy, the only information the Compa-
ny has not as yet decided to publish are direct transmis-
sions from the General Shareholders’ Meetings. However,
the Meetings are always registered and published imme-
diately, after the end of the meeting, on the website in two
language versions - Polish and English. They are available
in the section Investors zone / Transmissions.

INVESTORS ARE CRITICAL

In accordance with the Decree of the Minister of Finance
on current and periodical information published by issu-
ers of securities, binding as of 15 March 2009, each year
KGHM publishes representations on applying corporate
governance, which constitutes a separate part of the Di-
rectors’ Report. It is also available in the annual report. In
accordance with the rules of corporate governance, the
Company gives men and women equal rights to be man-
agement and supervisory board members. Despite the
open competition process for selecting the Chairman of
the Management Board in 2008 and the Production Vice
President in November 2010, no applications were submit-
ted by women.

The Company regularly addresses its actions to represent-
atives of international funds, investment banks, analysts
and individual investors. KGHM Polska Miedz S.A. presents
itself at the Metals and Mining Sector conference and
Emerging Markets conference. Representatives of KGHM
also participate in conferences organised by internation-
al investment banks and brokerage houses during which
they conduct direct and group meetings, giving informa-
tion to representatives of institutional investors.

Publications of quarterly reports are
regularly accompanied by meetings of the
Management Board with analysts, fund
managers and business journalists, which
are broadcast live on the Internet.

KGHM Polska Miedz S.A. - the efficiently managed business partner
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Internet transmissions, teleconferences, videoconferences
and e-mail channels are also used in contacts with inves-
tors. On the website www.kghm.pl, the Investor Zone sec-
tion includes information on the Company’s current po-
sition (current and periodic reports), documents related
to General Shareholders’ Meetings, with Corporate Gov-
ernance, market forecasts of results, presentations from
meetings with the Management Board and video materi-
als. Investors interested in receiving current information
may also order the newsletter.

The Investor’s Day is a new initiative intro-
duced by KGHM Polska Miedz S.A. It is a pro-
ject which allows the invited analysts and
fund managers to better understand the

specific nature of the Company. During the
two-day working session, the guests may ac-
quaint themselves with the process line and
meet the Management Board of KGHM.

In its work, the Company’s investor relation-
ship team uses electronic media. Apart from

The Company participates in
The Best Annual Report Com-
2 U 1 O petition. The Company has par-
. Mua.-lrn-:;" ticipated in the competition sin-
ce it was established, i.e. for the
last five years, and each year the
report prepared by the Compa-
......................................... o ny was ranked very highly.

Quality counts

KGHM Polska Miedz S.A. tries to submit transparent and
complete information on the Company to its stakehol-
ders. Special emphasis is placed on the quality of the
published information and reports, which is appreciated
by the market. In 2010, the Annual Report of KGHM Pol-
ska Miedz S.A. won “The Best of The Best" title, a presti-
gious award granted for the first time to the best com-
pany which for the last three subsequent years came first
in The Best Annual Report competition organised by the
Polish Institute of Accounting and Taxes. The competi-
tion is organised in the following categories: enterpri-
ses, banks and institutions. The idea of the award is to
establish acknowledged standards for preparing annu-
al reports according to IFRS/IAS (International Financial
Reporting Standards), and thus promote the companies
which prepare the best consolidated annual reports from
the perspective of their useful value for shareholders and
investors. The Company has participated in the competi-
tion since it was established, i.e. for the last five years, and
each year the report prepared by the Company was ran-
ked very highly (2005 - 3rd place, 2006 - 2nd place, 2007,
2008, 2009- 1st place). These awards are an example of
effectively building the Company’s credibility.

2005
place

2006
place

2007, 2008, 2009
place

) *3*RESPECT

Index

O O
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O
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THE RESPECT INDEX SHOWS THE WAY

As a public company, KGHM Polska Miedz S.A. has been quoted in the Respect In-
dex, i.e. the index of public companies that are guided by social responsibility prin-
ciples, since the time it was established (2009). The purpose of the index is to deter-
mine companies which are managed in a responsible and sustainable manner, and
to highlight their investing attractiveness characterised, among other things, by the
quality of reporting, the level of investor relations and information governance. The
Company'’s presence in consecutive editions of the Respect Index confirms that it is
one of the more socially responsible companies on the Warsaw Stock Exchange. Due

to the fact that the liquidity parameter of the Respect Index, is one of the qualifica-
tion parameters, similarly to other market indices, it is a true point of reference for
professional investors. Currently 23 companies are quoted in the Warsaw index.

GOOD PRACTICE

ResponsiBILITY

o The Company respects its shareholders — with special
emphasis on responsible communication with investors
and the capital market.

¥ The Company respects its suppliers — among other things,
by creating a Central Register of Businesses and launching
a Purchase Support System (unique in Poland) which ena-
bled arranging effective, transparent and responsible rela-
tions with the supplier market (more information further
in this chapter).

& The Company supports its employees — 100 000 people in
the region are employees of the KGHM Polska Miedz S.A.
Group and of the collaborating suppliers; therefore, it is
the Company’s duty to take care of their professional and
cultural development, health and quality of life. KGHM
implemented several HR actions aimed at professional
and occupational development and promotion of em-
ployees, giving them with the possibility of participating
in valuable cultural and educational experiences and fa-
cilitating access to high quality medical services (more in-
formation on the issue is included in Chapter V).

SUSTAINABILITY

¥ The Company is predictable, it pursues a strategy stip-
ulating long-term investments related to its basic busi-
ness in Poland.

¥ The Company has a policy for geographical diversifica-
tion - by investing in mining assets outside the Polish
Copper Belt (among others, activation of Quadra in Can-
ada) the Company is building a global mining firm.

o The Company invests in maintaining and creating new
jobs as an alternative for the copper industry - among
other things, development projects in KGHM Polska
Miedz S.A. Group companies (such as the LETIA Techno-
logical Park). (more on the topic in Chapter V).

ENVIRONMENT

o The Company isimportant — it plays a key role in the envi-
ronment in which it operates as the largest employer and
a company with the largest:business potential .in-Lower
Silesia.

o The Company. supports:local governments = cooperating
with -the-local-governments,: especially: from those mu-
nicipalities where it.conducts operations.

4 The Company-acts -on behalf of business development
= by:creating an active.organisation gathering:togeth-
er.employers from the Copper Belt — The: Polish: Copper

a “Social Dialogue Partner”.

......................................

TrRANSPARENCY

4 The: Company: acts ethically: = applying the provisions
of the “Code ‘of Best:Practice for WSE Listed Companies”
and-abiding by.the rules:of .corporate governance;

¥ The: Company: engages: in ‘dialogue with employees —
via‘internal:communication channels - press periodi-

cals, the Internet portal and corporate tv.

.......

Employers Union ‘which has the special entitlements:of : 3%

RESPECT

IS THE ACRONYM FOR:

RESPONSIBILITY, ECOLOGY,

SUNSTAINABILITY, PARTICIPATION,
ENVIRONMENT, COMMUNITY

- AND TRANSPARENCY.

- T E

FOR KGHM?
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; ek ik
EcoLoay
o The Company operates in compliance with the regulations -
KGHM Polska Miedz S.A. has integrated permits for produc-
| tioninstallations.
£ MThe Company wins awards — among others: the title of the
q Polish Ecology Leader for completion of the program “Pro-
tection of the atmosphere as a component of the compre-
hensive ecological policy system of KGHM Polska Miedz S.A.”
— Eco-laurels granted by the Polish Chamber of the Environ-
ment (Polska Izba Ekologii) in the category “Air protection
and protection from noise”; the Company has also imple-
mented unique technologies for the use of waste from the
main production line — among other things by producing

rhenium (a very rare metal very much sought-after by the
aviation industry), lead, nickel sulphate, road aggregates.

iy

ParTICIPATION

o The Company participates in the activities of various organisa-
tions —among others, Polish Business-Higher Education Forum
(Polskie Forum Akademicko-Gospodarcze), Polish Chamber of
the Environment (Polska Izba Ekologii), Polish Chamber of Com-
merce for High Technology (Polska Izba Gospodarcza Zaawan-
sowanych Technologii), International Copper Association, West-
ern Chamber of Commerce (Zachodnia Izba Gospodarcza).

M The Company cooperates with the academic world — co-fi-
nancing academic programs, participating in research pro-
grams under the Innovative Economy Operational Pro-
gramme and in conferences and symposia; the Company has
also established a platform for technological cooperation with
the academic world.

o The Company leaves its marks on the social and cultural life in
the region - by acting as partner on various projects, festivals,
exhibitions and symposia (moreé on the topic in Chapter V).

T

--------

CommuniTy

& The Company supports investments in: infrastructure — pro-
jects conducted by those municipalities:in:the area: where ‘it
conducts its operations.

M The Company builds agreement — cooperating: with ‘repre-
sentatives of over 18 000 Company.employees associatedin 15
multicompany labour unions.

M The Company:acts-to promote healthcare - Miedziowe Cen-
trum Zdrowia S.A. provides: top ‘quality: medical services ‘to
both KGHM employees and the region’s residents.

M The Company conducts ‘pro-community- activities ‘- via: the
“Polska Miedz" Foundation:

M The Company: promotes sports = by sponsoring the ‘sports
club, Zagtebie Lubin and supporting-the organisation of local
sports events. (more on the topic in Chapter V).
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ETHICS IN KGHM

Ethical principles are of major importance
to the Company. The “Code of ethics in the
KGHM Polska Miedz S.A. Group”, binding for
all employees involved in purchase process-
es, which must be clear and transparent, is in
force in the Group. The provisions of the Code
describe the principle of ethical cooperation
with suppliers. Implementation of the “Eth-
ics Code” encompassing not only purchases,

The key values by which
the employees have

to abide are loyalty,
professionalism, integrity
and compliance.

but all business processes conducted by the Company, is
one of the challenges indicated in the strategy for the years
2009-2018.

Abiding by the principles provided for in the binding Code,
is key to maintaining the effectiveness of the purchase pro-
cesses and to ensuring the company’s professionalism and
integrity to the shareholders, suppliers and other stake-
holders. The key values by which the employees have to
abide are loyalty, professionalism, integrity and compliance
(more about the ethical principles binding in respect of pur-
chase processes further down in this chapter).

Public opinion and legal regulations oblige companies to
act in consideration of the environmental and econom-
ic aspects of the environment in which they operate. The
key issue for companies such as KGHM Polska Miedz S.A. is
counteracting corruptive practices and behaviours which
may have an impact on the Company’s reputation and as-
sets. This is supervised by the Internal Control Department,
whose task it is to support management in the activities re-
lated to managing the enterprise. Internal control focuses
on diagnosing and explaining any situations which could
be indications of irregularities and fraud. The Department is
to prevent them, perform control actions in respective high
risk areas, prevent potential losses on the part of the Com-
pany and coordinate the recovery of assets lost by the Com-
pany. Employees of the Internal Control Department partic-
ipated in training on business crime, covering such issues

Monetary value of penalties and total number
of non-financial sanctions in respect of non-compliance

2010 20M

Total value of monetary penalties imposed

PLN 8.80 PLN 794.63
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as corruption in control training units and audit of mining
companies.

The Internal Control Regulations stipulate the possibili-
ty of notifying the President of the Management Board or

Notifications may be submitted (in any form)
by Members of the Management Board,
Branch and Management Board’s organisa-
tional units, Directors and all the Company'’s
employees. Up until the end of 2011 no cor-

the Director of Internal Control of actions which are char- rupt events were discovered which would
acteristic of irregularities or fraud and specify the operat- have been a basis for notifying the prosecu-
ing procedures in the event that such notification is made. tion authorities.

Krzysztof Nitkowski
Director of the Internal Control Department

In such a large organisation as KGHM Polska MiedZ S.A. decisions and actions have to be taken to

counteract fraud, including mismanagement or corrupt practices. All employed have to learn to
be aware of the duty (specified in the Internal Control Regulations) of conducting effective control
(in respect of the management) and self-control (in respect of the employees). There are grounds
for implementing regulations which require developing ethical behaviours and training sessions
aimed at learning methods for preventing fraud, recognizing respective behaviours and methods
of behaving and proceeding in the event of the discovery of such negative phenomena in the
Company’s business processes.

KGHM POLSKA MIEDZ S.A.
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4.2. PURPOSE: INTEGRATED MANAGEMENT SYSTEM

Being a change pioneer, as early as the beginning of the 1990s
the Company began implementing, firstly in its divisions
(smelters) and subsidiaries, standardised management systems.

Initially this related to a quality management system and resulted
from the need to mark its wider presence on external markets (in

the case of companies) or meeting trade requirements (the Lon-
don Metal Exchange in the case of smelters).

These actions proved that the quality of the
products and services is a material competi-
tive factor. They can also be important fac-
tors creating the Company’s image and have
an increasing impact on its results. In this
respect the leading department was the
Cedynia wire rod plant, which implement-
ed a quality management system as early
as in 1995. Currently, the smelter uses an inte-
grated management system which meets the
requirements of the PN-EN ISO 9001, PN-EN
ISO 14001 and PN-N-18001 standards. Man-
agement systems with similar scopes have
also been implemented and certified in the
Legnica and Glogéw smelters and in the
Ore Enrichment Plants. A Safety and Hygiene
at Work System operates in the Legnica and
Gtogdéw copper smelters; it complies with the

Aldona Stajer
Manager of the Management Systems Department

requirements of OHSAS 18001 and PN-N-18001, whereas
safety and hygiene at work management systems certified
in accordance with the Polish PN-N-18001 standard oper-
ates in the Mining Plants. A management system compliant
with the PN-EN ISO 14001 and PN-N-18001 standards was
implemented in the Tailings Plant, an IT services manage-
ment system in accordance with the ISO/IEC 20000 stand-
ard operates in the Data Center, and a safety and hygiene
at work system has been certified for compliance with the
PN-N-18001 standard in respect of underwater works in un-
derground mining excavations in the Mine-Smelter Emer-
gency Rescue Unit.

Now it is time to take the next step which is necessary for
the Company to become the management leader. This will
be the development of an Integrated Management Sys-
tem (IMS), by integrating the systems operating in the di-
visions as quickly as possible, in a rational and in-depth

Implementing the Integrated Management System leads to significant organisational changes within
the Company, leading to better control over internal and external processes, better quality informa-
tion and enhancing the manner in which the Company operates, thus increasing its competitive-
ness. The integrated management certificate is proof of the Company’s responsibility and constitutes
a guarantee for potential clients, suppliers, investors and shareholders. An integrated management
environment provides clear information on all aspects of the Company’s operations, their mutual im-
pact and the related risks. Greater focus on the Company’s operations — the use of one system that is
related to the strategic goals leads to constant organisational improvement. The use of such system
also facilitates implementing new systems in the future.

Corporate Social Responsibility Report 2010-2011

manner. Such action should ultimately facilitate the pursuit
of the firm’s strategy in a streamlined and effective manner,
as it leads to standardising planning, organisation and con-
trol over the actions conducted within the Company, and
integrates the information channels and databases. Imple-
mentation of IMS enables effective and simultaneous man-
agement of many subsystems by establishing and execut-
ing a uniform management tool.

Time for action

In September 2011 the Management Board formed
a Management Systems Division (Wydziat Systeméw
Zarzadzania) within the structures of the Director Gen-
eral for Governance and Sustainable Growth. This meant
beginning work on the project for the “Implementation
of the Integrated Management System in KGHM Polska
Miedz S.A." based on the requirements of international
quality, environment, safety and health at work, energy
management, IT services and safety of information stand-
ards. The key challenge for the new division is the appro-
priate integration and adaptation of the systems already
existing in particular divisions so as to prevent their be-
ing at variance with the system being implemented in the
Management Board Office.

The Integrated Management System at KGHM Polska
Miedz S.A. will be a useful and functional tool which should
improve management effectiveness and efficiency and the
operating results by ensuring a more streamlined flow of
information and consistent (wherever possible and reason-
able) methods for proceeding. Another purpose of IMS is
also the possibility of the certification of the enterprise as
one organisation without detriment to the supervision over
the operation of the management systems in the divisions.

The implemented and certified Integrated Management

System will contribute to:

& more streamlined and dynamic development of the
Company;

o better organisation of work, clearly deter-
mining the tasks, competencies and re-
sponsibilities of employees and their readi-
ness to meet clients’ requirements;

& streamlining and eliminating activities that
are duplicated in all areas of the enterprise
and reducing internal inconsistencies;

# effective resource management;

#f standardising and reducing the number of
documents - linking together procedures
and processes relating to different systems
in a transparent and logical manner;

# facilitating compliance and ensuring quick
adaptation to the internal regulations and
changes in the binding legal system;

& strengthening the Company’s position on
the global market;

& building a positive image of the Company
in the eyes of clients, counterparties, the
community and the regulators;

M increasing the Company’s prestige, and
confidence in the firm.

Certified management systems also have
a marketing value. For the clients, they are
proof that the Company conducts its opera-
tions in a safe manner both for its partners, its
employees and the environment, and there-
fore good quality products and services can
be expected.

Comprehensive risk management

The draft “Risk management policy” is cur-
rently being prepared. It will be a document
describing the framework system and pro-
cesses of risk management in KGHM Polska
Miedz S.A., which will be strategic for the
Company and become an element of the
Company'’s corporate governance.

KGHM POLSKA MIEDZ S.A.
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4.3. RESPONSIBILITY IN BUILDING SUPPLIER

RELATIONSHIPS

As a socially responsible company KGHM is directed by fairness and responsibil-
ity at each stage of its business contacts. The Company has implemented an or-
ganised and transparent procurement process and developed a procurement ethics

code. This stipulates the absolute transparency of the rules relating to the selection
of suppliers and introduces a total ban on accepting any material benefits, including
small gifts, from the participants in tender proceedings, which could put the Com-
pany’s good reputation into jeopardy. In its relations with suppliers, the Company
takes into account CSR issues — one of the elements in the selection process are que-
ries relating to environmental protection and safety and hygiene at work.

Open criteria

The “Procurement policy” is binding in the
Company which - apart from the rational use
of funds and making savings by the divisions
and Group companies - is aimed at ensuring
the transparency of the purchase decision
process. This purpose is achieved, among
other things, by applying an electronic Pro-
curement Support System aimed at automat-
ing the selection of the best offers using clear
and indisputable criteria. The use of particu-
lar modules of the system allows register-
ing and making information available from
the moment of accepting a request, through
the tender procedure, to the selection of the
most favourable offer and signing the re-
spective contract.

The Auction Platform, which supports the
auction and bidding process, automating the
selection of the best offer, streamlining rela-
tionships with suppliers and reducing pur-
chase costs, is an integral part of the Purchase
Support System. Offers are evaluated based
on the criteria included in the Terms of Ref-
erence (ToR) without the participation of the
ordering party.

The employees of the Central Procurement
Office and other people involved in the pro-
cess are obliged to act in accordance with
the law and internal KGHM regulations, in-
cluding the “Principles for selecting provid-
ers of work and services, suppliers of goods

Corporate Social Responsibility Report 2010-2011

and procedures for concluding contracts on behalf of
KGHM Polska Miedz S.A.". Abiding by those rules is neces-
sary to maintain the effectiveness of purchases and also
helps assure the shareholders, suppliers and other stake-
holders of the professionalism and transparency of the
process. In accordance with the “Principles” all suppliers
have to be treated in the same way so as not to jeopardise
the free competition principle. They also oblige the em-
ployees engaged in the procurement process to endeav-
our to meet the purchaser’s obligations stipulated in the
contracts signed, and to demand that the counterpar-
ties complete the orders in accordance with the contract
terms and conditions. Detailed principles of supplier rela-
tions are described in the “Code of ethics in the KGHM Pol-
ska Miedz S.A. Group”.

Counterparty scrutiny

In its relations with suppliers, KGHM takes into account is-
sues related to Corporate Social Responsibility — one of
the elements in the selection process are the queries
relating to environmental protection and safety and
hygiene at work. In all Terms of Reference standard provi-
sions were introduced obliging suppliers to give their con-
sent to the conduct of an audit of the subject of the order
by authorised employees of the KGHM Polska Miedz S.A.
Purchase Department, on a mutually agreed date. A ques-
tionnaire form was also developed for potential and current
counterparties, in which components relating to social re-
sponsibility are referred to as one of the criteria for evaluat-
ing potential suppliers, specifically from outside the Euro-
pean Union.

These actions are particularly important taking into account
the expansion of the supplier market on a global scale,

KGHM suppliers registered in the SAP system
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taking into consideration Asian markets. Although the
share of foreign counterparties of KGHM Polska Miedz S.A.
is currently relatively small, in 2011 there were 145 such
suppliers, which constitutes 4.5% of all the Company’s
counterparties, it should be noted that as of the moment
of launching the Central Procurement Office, the number
has doubled. The growth trend in this respect is constant
and compliant with the Central Procurement Office’s oper-
ating strategy.

M Total

Strengthening the position of KGHM Polska Miedz S.A. as
a solid and ethical business partner will increase the Com-
pany’s recognisability on external markets as a material and
ethical purchaser, which will have an impact on the com-
petitiveness of the offers acquired as a result of the tender
procedures.

Developing a “Supplier Code of Ethics” is also planned and
annual verification of the suppliers in terms of their compli-
ance with KGHM requirements.

Provisions of the Code

In accordance with the provisions of the “Code of eth-
ics in the KGHM Polska Miedz S.A. Group” employees
should be loyal to their company and aim to enhance its
value, and care for its renown. It is their duty to maintain
best relations with colleagues, clients and suppliers, and
to treat them with respect and politely. As the Company is
a responsible company, it cares first and foremost for the
compliance of its actions with the law and with internal
regulations. In the event of any doubts concerning these
issues, the employees should refer them to their direct
superior.

2009

2010 2011
B including: foreign

In its relations with suppliers,

work policies.

The Code bans establishing any cooperation
with companies with which the Company’s
employees responsible for procurement
are in any manner related. The employees
are obliged to notify their superiors of any
potential conflicts of interest. Quick disclo-
sure of such situation is necessary in order
to maintain supplier confidence. Accepting
pecuniary and non-pecuniary benefits in
connection with exercising duties in respect
of the Company is also forbidden. Such ben-
efits also include the employee’s participa-
tion in events or training sessions organised
by suppliers which are not specified in the
signed contract. Such situation is treated as
a gross violation of the basic duties of the
employee.

KGHM POLSKA MIEDZ S.A.

KGHM accounts for issues related
to responsible business — one of
the elements of their selection are
the queries regarding their com-
pliance with environmental pro-
tection and safety and hygiene at
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44. WE CARE FOR OUR CLIENTS

he Company aims to deliver the best
quality goods to its customers. The
Company’s policy is to ensure timeliness
of deliveries, diligence and direct dia-

logue. The Company always pays on time
and delivers the goods on time. It is also
competitive in terms of service quality.

The two basic products - copper and silver —
are characterised by their extremely stable,
high quality. Cathodes contain 99.99% pure
Cu at a minimum. Apart from these, KGHM
also produces copper wire rod, sprues and
wires from anaerobic copper. Cathodes are
registered in the highest quality range “A”
on Metal Exchanges in London and Shang-
hai. Silver containing over 99.99% Ag is pro-
duced in the form of bars and granulates. The
quality is confirmed by global exchange cer-
tificates. Silver is registered and has “Good
Delivery” certificates issued by exchanges in
London (LBMA) and Dubai, and is registered
on the New York Nymex exchange.

In respect of product liability, a ground-
breaking event for KGHM Polska Miedz S.A.
was taking over the trade in copper and

CERTIFICATES

Electrolytic copper in the form of
cathodes meets the grade “A” re- (SHFE):
quirements and is registered by:

& HMG-S (for cathodes manufac-
tured by the Gtogéw smelter),

the London Metal Exchange (LME)
under three brands:

& HMG-B (for cathodes manufac-
tured by the Gtogéw smelter),

& HMG-S (for cathodes manufac-
tured by the Gtogéw smelter),

o HML (for cathodes manufac-
tured by the Legnica smelter).

& HMG-B (for cathodes manufac-
tured by the Gtogéw smelter),

Shanghai Futures Exchange

derivative products from foreign trade central offices in
1991 and centralising sales within the Company itself. Thus
the building of a long-term strategy started which ena-
bled the Company to enter new sales markets and at the
same time to gain experience both in trading and in pro-
duction and organisation.

In consequence of the high expectations of partners, the
Company expanded its product mix by silver and lead
in metallic form, rhenium and anaerobic wire. The
Company was also forced to apply international stand-
ards and - as a consequence - to register trademarks for
cathode copper (HMGB, HMGS, HML) outside London, also
on the Shanghai exchange (the registration on LME took
place earlier) and silver (KGHM HG) on international ex-
changes (LBMA, Dubai and Nymex).

High requirements relating to the quality of the prod-
ucts and protection of the natural environment led to

Refined silver in the form of bars
is registered under the KGHM HG
brand and has two “Good De-
livery” certificates issued by the
following exchanges: the Lon-
don Bullion Market Association
(certificate awarded in 1995) and
Dubai Multi Commodities Cen-
tre (awarded in 2006). In February
2009 silver in the form of bars un-
der the KGHM HG brand was also
awarded the registration certifi-

implementing I1SO standards in the smelting divisions.
Currently the standards operate as an integrated quality
management system and cover: product quality, safety at
work and natural environment management. One of the
goals of the system is to meet client expectations as to the
transparency of service behaviours, and maintain a high
quality of production and products. The ISO standards
provide for client audits directly at the production plants
which translates into confidence granted to the Company
by its cooperating entities.

KGHM Polska Miedz S.A. pays great attention to building
direct relationships with clients. To that end the Compa-
ny’s structure was designed to ensure that all informa-
tion reaching every employee is quickly transferred to the
Company'’s remaining organisational structures. The mot-
to in dealing with counterparties is:

“We listen, respond immediately
and react to needs”.

Enabling clients to acquaint themselves with the whole
process line from mines to smelters is also of major im-
portance. In this way the Company shows that it ap-
proaches the issue of product quality, production volume
and modern production solutions in an open and trans-
parent manner. This in turn contributes to counterparty

loyalty and builds awareness that KGHM
Polska Miedz S.A. is a socially responsible
company.

The Company actively participates in in-
dustry meetings of international organisa-
tions and in fairs, conferences and seminars,
thanks to which is acquires knowledge about
the market. International market partici-
pants can see the major role played by CSR in
trade relations both on the part of clients and
competitors.

To maintain good relationships with clients
and the business environment, the Compa-
ny organises annual meetings with Polish
and foreign clients (including promotional
meetings during the London Metal Exchange
(LME) Week in London). At the same time, the
Company would like to be perceived as a firm
which cultivates and cares for the traditions
that are related to the region and the indus-
try; therefore, it invites clients to participate
in industry celebration events organised by
the enterprise, i.e. the Miners’ Day and Metal-
lurgist’s Day.

All these activities are aimed at building firm
relations with the Company’s partners and
with the market, consolidating the Compa-
ny’s positive image and good, long-term co-
operation. They also contribute to strength-
ening the KGHM Polska Miedz S.A. brand and
its products in Poland and globally.

List of countries in which key KGHM products were sold in 2010-2011

Algeria ® Lithuania ®
Austria bt

Belgium

Belarus b

Bosnia

and Herzegovina

Romania

Bulgaria ®  Singapore
China ®  Sovakia @
Croatia ® Siovenia Y

o HML (for cathodes manufac-
tured by the Legnica smelter).

The cathodes manufactured by
KGHM were registered for the
first time in 19609.

cate on the NYMEX exchange in
New York.

Denmark ® Taiwan ot
Egypt ® Tukey @
Finland ® Ukraine ot
France . ® UsA o
Spain . ® Hungary bt
Netherlands @ UK b
India . ® Vietnam o
Korea @ ltaly o
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4.5. HUMAN RIGHTS

O ne of the strategic goals of the CSR strategy of KGHM Polska Miedz S.A. is
care for human rights. Today, 100% of the new foreign investments are as-
sessed in terms of human rights-related risks and analysed in terms of their im-
pact on the local communities.

The Company also conducts supplier au-
dits, checking their operations in terms of
compliance with human rights regulations
(the Central Procurement Office cooper-
ates in this respect with KGHM Shangai -
a subsidiary which is responsible, among
other things, for checking the potential
suppliers of KGHM Polska Miedz S.A.). Au-
dits of local suppliers are also conducted
on an ad hoc basis. Up until the end of 2011
there were no incidents of suppliers violat-
ing human rights.

Developing guidelines relating to CSR ac-
tivities and ensuring the compliance of for-
eign operations with human rights, and
their cooperation with local communities,
will be a challenge to the Company’s for-
eign expansion. This will require, among
other things, conducting training on com-
pliance with human rights, in connection
with an investment process.
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KGHM Polska Miedz S.A. in the region

5.1. RESPONSIBLE EMPLOYER

GHM Polska Miedz S.A. belongs to the group of most desired employers in

Poland, as it guarantees safety and stability of employment, attractive remu-
neration and a comprehensive social package. This has been confirmed by the
“Ideal Employer” award which the Company received in 2010 in the Universum
Professional Survey ranking. In 2011, in the same ranking, in the “Engineering”
category, the Company was ranked second.

Since the beginning of its activities, people - Most valuable social capital

experienced management and highly quali-

fied employees — have been one of the most In order to properly use the competencies and knowledge
important assets of the Company. The key of employees, the Social Potential Management Sys-
objective of the Company’s activities related tem has been set up at the Company. Including the ed-
to human resource management is ensuring ucation and development system, career planning and
the required number of employees in certain competence management, as well as recruitment and ad-
occupation groups and with certain qualifica- aptation, it supports the implementation of the Compa-
tions, as well as that they use their potential ny’s business strategy.

in the best way.

The Social Potential Management System (SPMS) is aimed

at ensuring that each employee:

¥ is a highly-qualified professional;

¥ works in an atmosphere of openness, cooperation, po-
liteness and fairness;

4 co-participates in setting the organisational standards,
values and culture.

For the last 50 years the copper corporation has not only been one of
the leaders in the Polish economy and since 1997 - one of the largest
companies quoted on the Warsaw Stock Exchange, but also a firm
closely bound to its region, focused on local activities, caring for its
employees and the environment in which it functions. Its impact on
the neighbourhood is significant, as the Company - with over 18.5
thousand employees - is the largest employer in Lower Silesia, and
the whole KGHM Polska Miedz S.A. Group employs an additional 12.5
thousand people. KGHM is also the largest taxpayer in the region.

From the beginning of its operations KGHM took actions which to-
day would certainly be considered as resulting from its corporate
social responsibility policy. These will be crowned by the CSR stra-
tegy (more information on the strategy is presented in Chapter Ill), which
comprehensively describes the 50 years of experience and contem-
porary challenges which modern enterprises have to face.

Number of employees and average remuneration at KGHM

Total number of employees
by employment basis, type,
employment contract, region and

sex sex and region

Total number of new hires,
resignation and employee
rotation ratio by age group,

a) Total number of employees,

18639 18615

a) Total number of employees who

of which: left employment during the 652 628

Men 17305 17283 reporting period, of which:
Women 1334 1332 Men 07 585
Women 45 43

b) Employees employed basedonan 18639 18615

employment contract, of which:

b) Percentage of employees who
left employment during the

3.50%  3.40%

Employees employed on a full- 18624 18600
timz b)z;sis of V\E)hicyh' reporting period, of which:
"""" Mén ) ) 17 296 17275 Men 330%  3.10%
Women 1328 1325 Women 0.20%  0.20%
Employees employed on a time 15 15 ¢) Total number of employees who 874 602
basis other than full-time, of which: started wqu n th.e entity dgrlng
~~~~~~~ - - - the reporting period, of which:
Men 9 g . . e e
Men 821 563
Women 6 7
Women 53 39
Employees employed for an 17352 17535
indefinite term. of which: d) Percentage of employees who 4.70%  3.20%
~~~~~~~ - ! - started work during the report-
Men 16083 16269 ing period, of which:
Women 1269 1266 Men 440%  3.00%
Employees employed for 1287 1150 Women 030%  0.20%
a definite term, of which:
Men 1222 1084
Women 65 66
¢) Employees employed based on 72 94

a personal service contract or
specific task contract, of which:

Men 57 80
Women 15 14

Percentage of employees subject to collective bargaining agreements 99.70% 99.70%
Remuneration of the lowest-level employees vs. the minimum wage on the
particular market in key locations of the organisation, by sex:
Men PLN 7 893 PLN 8 208
Women PLN 6 602 PLN 6 798
a) Remuneration of the lowest-level employees vs. the minimum wage on the
particular market in key locations of the organisation, by sex:
Men 5.99:1 592:1
Women 5.01:1 490:1
b) Definition of “key locations” country country
) Is there minimum remuneration of the lowest-level employees or does it vary PLN 1317 PLN 1386
in key locations of the organisation, by sex monthly monthly
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As a part of the Social Potential Manage-
ment System (SPMS), the Company assessed
its white-collar workers, as a result of which
reserve management candidates were iden-
tified and people who can be involved in
projects carried out within the Company. A
selected group of 120 people was addition-
ally assessed using the Development Cen-
tre method, which allowed to prepare indi-
vidual development paths for these persons.
Experiences gathered in this process would
provide the basis for the development and
modification of employee assessment at
KGHM Polska Miedz S.A., as well as the im-
plementation of a SAP application support-
ing this assessment.

State-of-the-art support has also been used
with respect to the Company hiring new
employees. This is related to introducing re-
cruitment principles referred to as “eRekru-
tacja” (“eRecruitment”). Job offers are pub-
lished on the website: www.rekrutacja.
kghm.pl. The whole process is carried out

Corporate Social Responsibility Report 2010-2011

EMPLOYEE SATISFACTION

Are employees satisfied with their work? The answer has
been obtained based on the employee satisfaction survey,
carried for the last time in 2011; 3 406 employees participa-
ted in the survey. The conclusions are satisfactory: general
work satisfaction level from the point of view of the whole
Company is relatively high. Taking into account employee
groups, a higher satisfaction level is demonstrated by whi-
te-collar workers and management members, while blue-
-collar workers occupy the lower one.

Work satisfaction, assessed based on the question “In my
opinion, my division is an attractive work place” in the
questionnaire, was confirmed by 73% of respondents, whi-
le lack of satisfaction — by 21%. Additionally, almost 80%
of respondents would recommend work at KGHM Polska
Miedz S.A. to their friends. The lowest grades were alloca-
ted for “Personnel policy” and “Employee motivation”, and
therefore it is necessary to improve the incentive system
and introduce clear promotion and bonus criteria. In the
survey, the highest grades were allocated in the following
areas: “Corporate image,” “Work organisation,” “Safety”
and “Interpersonal relationships.” Employees in the Emer-
gency Rescue Unit are the most satisfied with their work.

electronically and by the Divisional Recruitment Commis-
sion. This form of the candidate registration includes jobs
reported by all divisions of KGHM Polska Miedz S.A.

In order to ensure that employees understand processes
taking place at mines, smelters and ore enrichment divi-
sions, the “Introduction to key technology processes at
KGHM Polska Miedz S.A. for new hires” programme has
been introduced. It has been prepared for white-collar
workers, identified by division directors.

Clear remuneration criteria

In order to increase employee motivation, the Compa-
ny has prepared a plan of the new remuneration sys-
tem, based on a description of the jobs at the Company
and their evaluation. The new system assumes a reduc-
tion of the components that are not related to produc-
tivity, in the remuneration structure (more information
can be found in Good practice “In the direction of mo-
tivation” below in this chapter). The implementation of
the already developed “Code of Conduct” for the whole
Company is a challenge for the nearest future. At KGHM,
a procurement procedure policy is already in place.

........................................................................................ KGHM Polska Miedz S.A. in the region

IN'MY OPINION, MY DIVISION IS AN ATTRACTIVE WORK PLACE

Definitely yes

Yes

Rather yes

Rather no

No

Definitely no

No data

I 14%
319
_ 28%
I 130

I 70

N 6%

B %

\ \ \ \ \ \ \ \
0% 5% 10% 15% 20% 25% 30% 35%

Source: Biostat

| WOULD RECOMMEND THE COMPANY TO MY FRIENDS AS A GOOD EMPLOYER

Definitely yes

Yes

Rather yes

Rather no

No

Definitely no

No data

I 7%
T 319
I 30%
I 1%

N <%

-

B %

\ \ \ \ \ \ \ \
0% 5% 10% 15% 20% 25% 30% 35%

Source: Biostat
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In the direction of motivation

The new remuneration system was im-
plemented on the level of the Company's
division in 2010. Its objective is primarily
increasing remuneration in the group of
direct-production employees and extend-
ing the incentive function of the system.
This is a key activity, since the employee
motivation area was one of the areas that
obtained the lowest grades during the
employee survey in 2011. Objectives of the
implementation of the new incentive remu-
neration system include primarily:

& improvement of remuneration relation-
ships in the group of direct-production
employees;

& improving the motivation of employees
directly participating in the production
process;

& limitation of application of the piece-
work system in favour of fixed and task
bonuses;

« focusing activities of employees on op-
timum usage of work time, human and

technical potential.

Incentive funds separated as a part of
payroll allowed introducing quarterly
discretionary bonuses. They are allocated
by a direct superior, based on an
assessment of the implementation of
tasks and fulfilment of his responsibilities
by the employee.

There are 15 supra-company
trade unions at the Company;

as at 31 December 2011,

16 545 employees, i.e, 89%

of all employees, were members
of these trade unions.

L
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TRADE UNIONS AT THE COMPANY

There are 15 supra-company trade unions at the Com-
pany; as at 31 December 2011, 16 545 employees, i.e.,
89% of all employees, were members of these trade
unions. Cooperation with trade unions takes place both
on the level of the Management Board and the divisions.
The Company pays great attention to dialogue and coop-
eration with trade unions. All topics, important from the
point of view of the employer, as well as trade unions, are
discussed. In the last period, key areas of the dialogue and
cooperation with trade unions included:

& wage increase;

& the Collective Bargaining Agreement;

4 the Employee Pension Plan;

% the economic and social position of the Company;

#f occupational health and safety conditions;

4 health prevention and protection.

In the nearest future, the key challenge with respect to
cooperation with trade unions will refer to starting work
on amendments to the collective bargaining code at the
company.

BONUSES FOR EMPLOYEES

KGHM Polska Miedz S.A. is one of a few companies in
Poland that has successfullyimplemented the Employ-
ee Pension Plan (EPP). The basic contribution, financed
by the employer is 5% of the employee remuneration.
As at 31 December 2010, more than 85% of staff declared
their intention to join the EPP, which has been operating
since 2004. Agreed plan terms provide for the option of of-
fering various saving models to employees, depending on
age and investment preferences. Irrespective of the basic
contribution, financed by the employer, an employee can
pay an additional contribution to the plan, from his own
remuneration, while investing it in selected investment
funds managed by TFI PZU S.A.

Since 2009, employees can use healthcare services
based on the voucher for medical services in Miedzi-
owe Centrum Zdrowia S.A. (a company from the KGHM
Polska Miedz S.A. Group). Forty-seven percent of em-
ployees declared their will to use this form of medical ser-
vices. While feeling responsible for the health and life of its
employees and people living in the region, the Company
intends to establish a network of hospitals in cooperation
with Miedziowe Centrum Zdrowia S.A. (MCZ).

Employees can also use support under the Company’s
Social Benefits Funds. These Funds are created sepa-
rately, in each division of the Company. Resources col-
lected therein are used based on regulations laid down
by the employer in an agreement with trade unions op-
erating in the particular division. The total average contri-
bution to the social fund (basic and additional, based on

the Collective Bargaining Agreement) per employee was
PLN 5 271 in 2010, and PLN 5 458 in 2011. This contribu-
tion allows meeting the social needs of employees to the
degree significantly exceeding standards binding at oth-
er companies. The total contributions - statutory and ad-
ditional in 2010 were PLN 98.8 million, and in 2011 - PLN
101.4 million. 18.6 thousand employees and over 17
thousand employees on old age and disability pen-
sion are entitled to benefits from the Fund. Members of
their families also use the benefits. The annual in-kind and
cash benefit fund, agreed with company trade unions,
provides the basis for using the Fund.

In divisions, holiday benefits (about PLN 2 200 per em-
ployee) are, inter alia, financed from the Company’s So-
cial Benefits Fund. Employees with children learning
at day primary or secondary schools, are entitled to an
annual equivalent of about PLN 2 000 for covering
school expenses, but only until the child is 21 years of
age. The Company also finances 21-day rest-cure for 440
employees meeting criteria set in the Collective Bargain-
ing Agreement. Additionally, KGHM arranges and co-fi-
nances recreation for children and young people. AlImost
6 550 children and young people participate in summer
camps, etc. on an annual basis.

Employees on old age and disability pension are enti-
tled to use the resources of the Company’s Social Benefits
Fund without any limitations. As at the end of 2011, over
17 thousand employees on old age and disability pension,
as well as their family members, were entitled to benefits
from the Fund. Depending on regulations binding at the
Company'’s divisions, e.g., allowance aids and gift vouch-
ers are financed from the Company’s Social Benefits Fund.

Former employees can also receive a loan from the Com-
pany’s Social Benefits Fund for refurbishment and mod-
ernisation of detached houses and residential premises
(in divisions that in their regulations for using resources of
the Company’s Social Benefits Fund provided for such an
option). Based on the Collective Bargaining Agreement for
Employees of KGHM Polska Miedz S.A., they also receive
the cash equivalent for coal benefit of about PLN 1 800
annually.

In accordance with a long-term tradition, the Compa-
ny arranges an annual celebration for Miners’ Day. In ac-
cordance with arrangements with the Miners’ Day Or-
ganisational Committee, employees on old age and
disability pension are entitled to the Miners’ Day bene-
fits and can participates in these events. The KGHM Trek

is also arranged on an annual basis, in which
employees on old age and disability pension
from divisions of the Company together with
their family members participate. Addition-
ally, former employees are entitled to tourist
travel or rest-cure once a year.

PROFESSIONAL DEVELOPMENT

Employees of KGHM Polska Miedz S.A. can
benefit from various forms of education,
additional education and professional de-
velopment. They include professional cours-
es, specialist training coursers, general devel-
opment courses, English language courses,
development of qualifications by university
studies, postgraduate courses, Ph.D. or MBA
courses. The Company undertakes various
activities related to investments in people - it
puts emphasis on the development of com-
petencies, the definition of professional ca-
reer paths, as well as a comprehensive and
fair assessment and talent identification. In

In 2010 and in 2011,

28 thousand

employees

participated in various
forms of personal and
professional development.

2010 and in 2011, 28 thousand employees
participated in various forms of personal and
professional development. The Company
pays special attention to OHS training and
prevention, as a result of which the number
of accidents is gradually decreasing year by
year (from 1090 in 1992 to 467 in 2011).

Coverage of pension liabilities of the entity under defined-benefit plans

PLN 84 524 .4 PLN 86 438.6
thousand thousand

KGHM POLSKA MIEDZ S.A.
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Training is a foundation

Employee training is one of the methods that
lead to achieving the objectives of Pillar V of
the business strategy (developing organisa-
tional know-how and capabilities). These is-
sues are in regulated in detail in the “Training
policy of KGHM Polska Miedz S.A.”, which
is to support the management of intellectual
capital of the Company, taking into account its
mission and business strategy. The policy cov-
ers the requirements laid down in regulations
and the strategy, participation of employees
in regular OHS training, as well as training
courses and examinations authorising to take
over positions requiring carrying out special-
ised activities. It also addresses matters relat-
ed to the development of qualifications in the
context of expected organisational and tech-
nical changes at the Company.

Training needs are identified at the Compa-
ny on an annual basis: training guaranteeing
the implementation of the business strategy
adopted, obligatory OHS and professional
training, as well as training required for the
particular position. The identification process
also covers the matter of studies aimed at
supplementing education or development of
qualifications, as well as conferences, sympo-
sia, etc. In order to facilitate these processes, in

Looking for leaders

“Leadership study - management competencies” was
a project completed in the Polkowice-Sieroszowice mine,
in the years 2010-2011. It covered 720 employees from
three levels:
medium-level supervisors — division mine foremen and
deputy division mine foremen;
medium-level supervisors — shift mine foremen;
high-level supervisor and management.

The purpose of the project was developing management
and organisational skills of medium and higher-level em-
ployees, changing attitudes, improving productivity and
organisational effectiveness of the mining plant. The
training was also aimed at diagnosing the potential of
production supervision employees. Challenges included

Corporate Social Responsibility Report 2010-2011

2011, at the Company premises in Lubin, a workshop was
held on the development and modification of the process
of identification of training needs. Its objective was to pre-
cisely identify the needs of selected professional groups,
and as a result it would be possible to connect training with
the development of employees in specific positions.

Taking into account the changing legal environment in
which KGHM Polska Miedz S.A. functions, in January 2012,
the Company appointed the team responsible for the ad-
justment of internal regulations on training and mining
qualifications to changes introduced by the Geological
and Mining Law. The task of the team is analysing internal
regulations pertaining to the development of skills of em-
ployees and developing a new procedure related to train-
ing and mining qualifications.

To study

KGHM supports knowledge and qualification development
at universities. 244 employees in 2010 and 202 employees
in 2011 received co-financing for their studies in order to de-
velop competencies in the direction consistent with their
position and strategic objectives of the Company. In almost
two thirds of instances these were postgraduate courses.

The Company, in cooperation with universities, also pre-
pares studies for larger groups of employees. In 2011, the
Training Management Department arranged two ten-
ders resulting in concluding agreements for arranging

the deficit of management skills in the area of interper-
sonal communication, in supervisor-subordinate relation-
ships, as well as the issue of cooperation between employ-
ees in the mining division, and between the divisions.

The training was divided into three topic modules includ-
ing the development of “soft” individual skills pertaining
to relationships with other people, as well as systemic
competencies. The “Leadership Study” programme direct-
ly results from the strategy of KGHM Polska Miedz S.A., as
the development of organisational know-how and capa-
bilities is one of five key objectives of the Company.

GOOD PRACTICE

postgraduate courses: “Human resource management”
and “Production management.” The first course — for 28
members of management in charge of human resource
management was arranged by Wroctaw University of Eco-
nomics. The second one - for 28 managers — engineers
participating in decision-making processes and carrying
out production tasks — was prepared by AGH University of
Science and Technology in Krakéw.

In the years 2010-2011

446

employees

received funds
to help pay for
their studies.

Approach to training

What should be done to ensure that training courses of-
fered by the Company are really needed? This was ana-
lysed by a special team established by the Company,
from June to October 2011. Its members analysed the ex-
isting system, while asking managers what their employ-
ees should “start doing,” “stop doing” or “do differently.”
Representatives of 16 professional groups participated
in the research. As a result of these meetings, an innova-
tive training need matrix was developed that provided
the basis for drawing up training plans by managers of
organisational units of the Company.

The results of the team included the recommendation
to develop a special IT tool that would apply conclusions
from the analysis in practice. This tool is going to be im-
plemented in 2012 and will ensure:

................................................................................................................................................................................................................................................................................................. KGHM Polska Miedz S.A. in the region

Professional practical trainings
at KGHM Polska Miedz S.A.

For students

For pupils

presentation of training courses and direct
access to the training needs matrix (unifica-
tion of data);

elimination of mistakes made when input-
ting the data through paper form and their
aggregation;

reduction of time allocated for preparing
the training plan and budget;

access to on-line information;

automatic generation of the training data
on each level (organisational unit, cost cen-
tre, user, division, Company);

easy monitoring of the training planning
process.
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KGHM Polska Miedz S.A. building the Talent Mine

In 2011, the Company developed the “Talent Mine” pro-
gramme, addressed to graduate students and graduates
of economics and technology studies. This is the first pro-
ject of this type in the mining sector. The purpose of the
“Talent Mine” is the development of the competencies of a
selected group of high-potential students and graduates,
improving the Company'’s position as an employer, attract-
ing and retaining talent, as well as adopting a long-term
and comprehensive approach to investments in the devel-
opment of young people. The Company will offer selected

In 2011,

926 employees

took part in specialised

symposia, conferences or
seminars in Poland and
abroad.

Conferences are important too

Knowledge development is not only training.
In 2011, 926 employees took part in special-
ised symposia, conferences or seminars in Po-
land and abroad. The Company enables its
employees to participate in conferences in
order to allow them to become familiar with
new technology and organisational solu-
tions, as well as exchange experiences related

students and graduates a rotational development pro-
gramme in three of the Company’s areas (including poten-
tial practical training abroad), a career path and the regu-
lar assessment system, tailor-made training courses for 40
days, as well as a coaching programme. Participants of the
“Talent Mine” will join ambitious projects (e.g., integration
with newly acquired foreign companies, assessment of the
profitability of investment projects).

www.kopalniatalentow.pl

to effectiveness, improvement of productivity and innova-
tiveness. Employees of the Company participated, inter
alia, in regular conferences, such as the “Winter School of
Rock Mechanics and Geoengineering,” the “Mining Work-
shop” and the “School of Underground Exploitation.”

Cooperation with schools and universities

As a part of the activities aimed at attracting future em-
ployees, the Company cooperates with universities of tech-
nology and technical schools. This cooperation enables fu-
ture graduates to gain an understanding of the potential
working environment. The Professional Adaptation Pro-
gramme for Graduates of B. Krupinski School Complex
no. 1 in Lubin is a long-term project, starting as early as at
secondary school level. Its objective is acquiring future em-
ployees for the position of operator of self-propelled mining
machines from among pupils graduating from the school
in technician mechanics, underground mining technician,
electrical technician and electronic technician positions. The
programme includes participation in practical trainings fi-
nanced by Poviat Labour Offices in the copper mining area,
as well as in specialised courses. Ultimately, the best partici-
pants of the programme will be employed in positions of
operators in mining divisions of the Company. As part of the
third edition of this programme, KGHM has already hired 40
graduates of School Complex no. 1in Lubin.

The Company is also a partner of the “Kuznia Kadr IV” project,
carried out together with Wroctaw University of Economics.

Number of training participants 28704 28 198
Average number of training hours per white-collar employee 33.31 39.05
Average number of training hours per blue-collar employee 33.81 28.85
Average number of training hours per female employee 17.40 24.23
Average number of training hours per male employee 34.61 31.84

Corporate Social Responsibility Report 2010-2011

Dorota Kwiatkowska-Ciotucha, Ph.D.
Wroctaw University of Economics

The benefits enjoyed by Wroctaw University of Economics generated by the cooperation with the ma-
jor employer in the region include better preparation of our students for entering the labour market
as a result of participation in seminars or open lectures delivered by employees of the Company and
in three-month practical trainings. Such activities give the students considerable practical knowledge,
which is very useful at the beginning of their professional careers. Benefits for the region stemming
from the cooperation between a large public university and a leading market company include better,
more competent staff that may support the growth of competitiveness of Lower Silesia.

It is aimed at preparing highly qualified staff for the regional
economy, as well as developing the potential of the univer-
sity by better adjusting the educational offer to the needs of
the labour market and establishing close cooperation with
employers. The project is to be carried out from January
2011 to December 2015.

As a part of “Kuznia Kadr IV”, KGHM Polska Miedz S.A. has
prepared an offer of the university as a part of the “Project
Manager” second degree system studies; the Company
also helped in updating existing continuous education pro-
grammes, by adjusting them to the needs of employers. Stu-
dents from Wroctaw University of Economics also had the
opportunity to benefit from one and three months’ practical
trainings at KGHM. The project involved drawing up a report
on the preparation of university graduates for the needs of
the labour market, the presentation of which was combined
with a discussion panel with the participation of the Compa-
ny’s management. For its commitment to the “Kuznia Kadr
IV” project, the Company received the “Best Employer -
Practical Training Arranger” award in 2010 and 2011.

In 2010, KGHM Polska Miedz S.A. also cooperated with the

State Higher Vocational School in Gtogéw, implementing 200
the “Step to success — development of the educational po-
tential of the school” project, co-financed by the European 400
Union. Forty-five persons — students and graduates of the
State Higher Vocational School in Legnica and State Higher 300
Vocational School in Gtogéw - participated in professional
trainings. 200
Theses 100
0 |

As a part of its cooperation with universities, the Company
makes materials available for the purposes of drawing up
theses. This proposal is addressed primarily to students
of faculties of mining, mechanics, electrical engineering,

industrial automatics, economics, as well as
pedagogy and psychology. In 2010 and 2011,
about 250 students benefited annually from
this option. The scholarship programme
and competition for the award of the Pres-
ident of the Management Board for the
best thesis, announced in fall 2011, are an ad-
ditional incentive. They are aimed at identify-
ing highly qualified university graduates and
obtaining analytical studies of key problems
of the Company, prepared by students under
the direction of academics and employees of
KGHM Polska MiedzZ S.A. The scholarship pro-
gramme is also an element of combining the
educational process and scientific activities of
universities with the needs and problems of
amajor employer in Lower Silesia voivodeship.

Number of hours of training in KGHM

(in thousands)

2010

B white-collar employees
B blue-collar employee
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Total cost of working and protection equipment

5.2. KGHM POLSKA MIEDZ S.A. = FOCUS ON SAFETY

at mines, in PLN thousand

/4

15000

he work safety management system is based on the concept of continuous 10000
assessment and verification of functioning procedures (orders, instructions
and arrangements), the application of which eliminates or limits risks and reduces

the consequences of their materialisation. This refers, inter alia, to the number 5000
of accidents at work, occupational diseases, as well as potential accidents and

breakdowns. 0

Each division of the Company has a certified
work safety management system and ser-
vices responsible for OHS (at KGHM Polska
Miedz S.A., 44 persons in total are responsi-

The system of training courses for employees, to which
the Company pays special attention, is of key importance
in the context of OHS activities. Active courses using mul-
timedia recordings of the whole technology process and

Main reasons of accidents

59 (139

106 279

2008 2009 2010 2011

59 (15%)

ble for these matters). OHS issues are regu- individual positions are a recent innovation. 47 095 hours 1 1 7 o Fallin Fallin
lated by as many as 16 internal procedures. were allocated for regular OHS training courses at KGHM (26%) objec?s Loss objec'?s
In the nearest future — as a part of the Inte- Polska Miedz S.A. Training courses are carried out on a Loss of balance

grated Management System at KGHM Polska
Miedz S.A. — work safety management will
also be included in a uniform system, com-
plying with the PN-N 18001/OHSAS 18001
standard.

Having certified systems allows to:

¥ keep a system of loss evaluation (break-
downs, accidents at work);

& record potential accidents;

# risk analysis;

& develop the system for reporting, record-
ing and responding to OHS-related com-
ments and motions of employees;

9 create a job review system;

M implement the continuous staff training
process;

# include professional risk management and
work safety matters in the regular employ-
ee training.

The actions taken under the safe-
ty and hygiene at work policy are

regular basis and their frequency depends on the position
and its related risks. Annual plans of work conditions im-
provement and meetings pertaining to safety at mining
plants, with the participation of representatives of the Re-
gional Mining Authority in Wroctaw, arranged by divisions,
are also aimed at increasing the safety level.

During the last 15 years, the number of accidents was
significantly limited and accident ratios considerably im-
proved (accident seriousness index and frequency). Sys-
tematic limitation of emission of agents harmful to health,
reduction of employment in conditions harmful to health,
as well as access to state-of-the-art personal protection
equipment introduced after obtaining the approval of di-
vision staff and the Occupational Health and Safety Com-
mission resulted in a reduction of occupational disease
incidence.

Better quality and an extended scope of preliminary and
regular health checks at Miedziowe Centrum Zdrowia S.A.
has also had a significant impact on conditions of the
health of employees. OHS matters were the subject of the

Employees working in condi-
tions of danger due to harmful NI ST ra o
factors related to the working
environment (2010)

of people | age share

o)

8 1 (19%)
Rock fall from
undisturbed soil

Contact, hit

special research programme “Reasons of balance distur-
bances at underground employees at copper mines in the
context of the at-work accident ratio” carried out by MCZ.
At the same time, in order to identify the impact of diffi-
cult conditions in the working environment on employ-
ees working at mining plants, since 1996, comprehensive
medical checks of miners in actual conditions have been
conducted together with measurements of the microcli-
mate in the working environment.

97 (22%)

o

43 (11%)
Rock fall from .\/
undisturbed

soil

~."

In 1996, 2002 and 2008, “Analyses of staff at-
titudes to work safety at the Mining Divisions
of KGHM Polska Miedz S.A.” were carried out
in order to check the level of safety culture
among employees, as well as any relation-
ship with the number of accidents at mining
plants. These analyses were undertaken by
the Central Mining Institute in Katowice. In
2012, this analysis will be repeated.

Number of accidents at KGHM 2010 | 2011

noise 5600 44.8% Total 556 467
aimed at redUCin the aCCident : : Numbel’ OfaCCidentS bythe ...........................................................
g industrial dust 2126 17.2% accident place =010 - Fatal e 2.

ratio by 25% by 2015. vibration 1746 13.2% Mining divisions 450 391 Serious 5 4

hot microclimate 3422 27.3% Surface divisions 106 76 Number of days lost 28915 25667

Corporate Social Responsibility Report 2010-2011

KGHM POLSKA MIEDZ S.A.

69 (17%)

Contact, hit
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AIR-CONDITIONING IS A MUST

In order to improve OHS conditions at min-
ing plants, where natural risks dominate, and
at smelters, the Company carries out certain
projects. They are included in OHS condi-
tion improvement plans, on an annual ba-
sis. When implementing these investments,
the Company cooperates with science and
research centres, specialising in work safe-
ty. In the process of gradual modernisation
of equipment, an increasing number of ma-
chines are equipped with additional secu-
rity systems. At mining divisions at KGHM
Polska Miedz S.A. there are 1 289 mining ma-
chines in total. Annually, more than 200 new
machines are purchased and in the years
2007-2011, the replacement ratio was 17%.
154 machines are already equipped with
life-saving capsules protecting the machine
operator during potential accidents, i.e.,
rock bursts, roof and wall slides. Meanwhile,
339 machines have been equipped with life-
saving capsules with a hatch, which allows
to free the operator during the rescue oper-
ation after roof or wall slides. Due to climate
conditions at headings, cabins at 320 ma-
chines are air-conditioned, which improves
operator working comfort, while almost 100
cabins have air blown in. All machines are
equipped with a fixed fire extinguishing sys-
tem, and 862 machines now have an auto-
matic fire extinguishing system. Fifty-five
low-profile vehicles are equipped with an
automatic fire extinguishing system with
a secondary system for extinguishing fire
that cannot be put out at the initial stage;
cameras facilitating secure movements
and operations are also installed at these
vehicles.

One of the major challenges related to work
safety is climate risk which determines the
safety of miners and ability to continue
exploration works. The original tempera-
ture of rocks, increasing together with the
depth of the explored parts of the bed, as
well as machines and equipment with in-
creasing power used, result in the growth
of air temperature at headings. This re-
quires using devices which protect against
this risk, such as:
4 a central air-conditioning system, allow-
ing air-conditioning at mining divisions,
heading works and functional chambers;

Corporate Social Responsibility Report 2010-2011

% forehead air-conditioning machines - cooling the
stream of air fed to the place of work during heading works;

4 a position air-conditioning system - built-in on self-
propelled machines, dump points, belt conveyor drives,
etc,;

4 a personal air-conditioning system - to be used by
groups of employees at mobile positions, outside min-
ing divisions.

These measures presently allow to maintain required cli-
mate conditions at the depth below 1 100 m and continu-
ing works in the most difficult areas, with six-hour shifts.
The “Programme for position air-conditioning sys-
tems at Mining Plants at KGHM Polska Miedz S.A. for
the years 2010-2015", includes subsequent steps aimed
at the improvement of OHS at mines. In addition to in-
stalling air-conditioned cabins on all self-propelled ma-
chines, the installation of individual air-condition stations
at dumping points and belt conveyer drives, construction
of air-conditioned rest chambers (group air-condition-
ing), introduction of air-conditioned vehicles for repair
squads and transport of staff, as well as increase of per-
sonal air-conditioning systems for groups of employees
working on mobile positions are also planned.

In 2011, the programme of tests of technical measures of
the “Personal Air-Conditioning System” started, the pur-
pose of which is testing measures of protection against
thermal risk available on global markets and their adapta-
tion to climate risk conditions at mining plants at KGHM
Polska Miedz S.A.

SUCCESSFUL UNIT

The elite Emergency Rescue Unit (ERU) is the pride of
the Company. Its members fight the dangers of fire
and floods, crumps, falls of roof and complex break-
downs. They often work in extreme conditions — under
water and in vertical shafts. Copper rescuers always try to
help when human life or health is at risk. Prior to 2011, they
had participated in more than 200 operations. The Emer-
gency Rescue Unit employs a permanent staff of 114 peo-
ple. In addition, the unit has at its disposal more than 400
rescue personnel who serve on rescue teams.

The ERU comprises three departments:

I. The Fire Fighting Unit at Gtogow smelter, specialising in
fire and chemical rescue operations;

II. The Fire Fighting Unit at Lubin mine, specialising in fire
and technical rescue operations (a branch of this de-
partment is located at Legnica smelter)

Il 1 Mining Emergency Ambulance Service (MEAS) in
Sobin.

The Mining Emergency Ambulance Service participates in
operations at mining plants of the Company. There are only
23 employees of this service working based on employ-
ment contracts, while trained miners, normally working at
mines and delegated for eight-hour shifts from their divi-
sions, are the core of rescue teams. Teams on duty include:
15 rescuers, including two paramedics, the head of the
team, rescue equipment mechanics, a rescue physician, two
drivers of specialised vehicles and the shift manager.

The MEAS also has specialised rescue teams. The under-
water rescue section was established as early as 1967.
The first basic course for divers was held in May in the
same year. The first call out took place on 22 February
1967 and related to the repositioning of valves at a flood-
ed chamber in the area of the west shaft at the Polkowice
mine. In 2008, the ERU received certificates confirming the
introduction and implementation of occupational health
and safety management with respect to organisation and
performance of underwater works in accordance with the
requirements of the PN-N 18001:2004 standard.

The ERU also includes the height rescue team, specialis-
ing in works in vertical shafts and shafts with a steep in-
cline. It comprises three climbing teams. Rescuers cooper-
ate with experts from TOPR Zakopane, GOPR Watbrzych
and Jelenia Gora, as well as with specialised fire brigade,
police and military units.

Fire fighting departments are located at the major in-
dustrial facilities of the Company. They have teams trained
for the liquidation of fire, chemical, technical, ecological
and gas risks. Rescuers from this department participate
in operations in case of fire, hazardous substance leaks,
environment pollution, as well as technical breakdowns.
Firemen also measure toxic gases at the smelter - e.g., the
concentration of sulphur oxide, nitrogen, carbon oxide
and dioxide are tested several times a day. They are also re-
sponsible for fire safety on the surface, at all mining plants
at KGHM Polska Miedz S.A., as well as at the Ore Enrich-
ment Plants, Tailings Plant and Cedynia wire rod plant.

In order to prevent industrial risks at KGHM Polska
Miedz S.A., fire brigade departments undertake preven-
tion activities, inter alia, by offering various training cours-
eson the operation and use of fire fighting equipment. The
scope of activities of the ERU also includes checking tank
wagons transporting toxic materials and supervising the
unloading of hazardous substances. Copper rescuer teams
have also participated in various major operations outside
KGHM. They helped during the rescue operation after the
earthquake in Armenia in December 1988, and in Turkey -
in the summer of 1999. The excellent experience, as well as

Until 2011 Mine-Smelter
Emergency Rescue Unit

rescuers took part in over

200 rescue actions.

teamwork skills of all ERU departments was
confirmed during the 1997 floods in Poland,
which did not omit the Copper Belt. Gtogéw
smelter and Cedynia wire rod plant were es-
pecially exposed to the risk posed by high
water. The commitment and dedication of
the rescue team allowed to protect strategic
power facilities against water.

The ERU has been participating in Inter-
national Mine Rescue Contests for many
years. The rescue team participated in such
a contest for the first time in 1999 in Louis-
ville, Kentucky and KGHM hosted such con-
test in 2004. Rescuers from the ERU hold
aleading position globally in this field.

KGHM POLSKA MIEDZ S.A.
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TOGETHER FOR SECURITY

KGHM Polska Miedz S.A. actively participates in the pro- In addition, the Company participat ; ;_} o /'=¢;:n "_G '7’.‘{'_ ’ W
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in the works of:

M The Lower Silesia Mining Commission at the Regional
Labour Inspector in Wroctaw;

M The Interministerial Commission for Highest Concen-
tration and Intensity of Agents Harmful to Health in the
Working Environment;

o Commissions at the Central Mining Authority: for Work
Safety in the Mining Sector, for Natural Threats in Un-
derground Mining Plants Producing Copper Ore and for
Surface Protection.

The emphasis placed by the Company on
occupational health and safety enables it to
participate in various competitions promot-
ing positive models in this respect. In the
“Safe Mine” competition, arranged by the
AGH School of Underground Exploitation,
the G-61 mining division from the Polko-
wice-Sieroszowice mine was recognised
in 2010, while the G-2 division from Lubin
mine - received an award in 2011. In Decem-
ber 2007, the Cedynia wire rod plant was
awarded the title of “Employer - Organiser
of Safe Work” by the Chief Labour Inspec-
tor, while in November 2009, a similar award
was granted to the Emergency Rescue Unit
in Lubin.

In the National Competition for Improve-
ment of Work Conditions in 2010, arranged
by the Central Institute for Labour Protec-
tion, the Gtogdéw smelter was recognised

SUPPORT FOR VICTIMS

The Company ensures special care for per-
sons injured in mining accidents. The medical
package includes first psychological or psy-
chiatric aid for employees and their families.

Corporate Social Responsibility Report 2010-2011

KNOWLEDGE AND ACTIVITIES AWARDED

and the Association of Mining Eng

Branch in Lubin, arranged the 1

Ore Mining Congress in Lubin. The Co

pates in domestic and international fairs related to occu-
pational health and safety, including, inter alia, A+A Dus-
seldorf and SAWO Poznan.

in the “technical and organisational solution applied in
practice” category for the project “Minimising noise of
anode and silver pig casting at the precious metal divi-
sion”, while in 2011, the first level award was granted to
Polkowice-Sieroszowice for applying the “URB/ZS1 de-
vice for rock crashing with remote control” solution. The
purpose of the competition is inspiring and popularis-
ing scientific and research works, as well as technical and
organisational solutions leading to the improvement of
work conditions and human protection in the working
environment.

Blue-collar workers can share their knowledge of work
safety too. The “OHS Knowledge Leader” competi-
tion, in which blue-collar workers from the Ore Enrich-
ment Plants can participate, is aimed at promoting work
safety standards among the staff. In 2011, more than 400
employees participated in this competition. The competi-
tion not only awards the best participants, but also checks
the knowledge of employees and areas that need further
development.

Specialised care covers persons injured in accidents or
participating in accidents, participating in potential acci-
dents, or being witnesses of accidents, as well as partici-
pating in rescue operations.
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KGHM Polska Miedz S.A. in the region

5.3. ECO-INNOVATOR

opper ore exploration and its subsequent processing are inseparably
linked with environmental impact. Therefore, the Company does not
want to and cannot avoid responsibility for the condition of the environment.
Meeting statutory rigorous environmental standards is possible only by sys-
tematic modernisation and development of new systems for the protection

of the environment.

In the years 2010-2011, the Company spent
more than PLN 300 million on eco-invest-
ments (PLN 79 million in 2010 and PLN 213.67
million in 2011). A significant growth in invest-
ment outlays vs. 2010 is due to the construc-
tion of two environment-friendly gas fueled
power blocks in Gtogéw and Polkowice at cost
of PLN 170.3 million.

The production plants of the Company can
be proud of the implementation of the I1SO
14001 environmental management system.
Additionally, the Company carries out an “Ef-
fectiveness Programme” which will generate
almost PLN 800 million savings per year. This
will be supplemented with activities aimed at
minimising the environmental impact of the
Company.

In the years 2010-2011, the
Company spent more than

PLN 300 million

on eco-investments.

KGHM Polska Miedz S.A. is a company responsible for the environment

Keeps emissions of
substances under
control

Harmonises activities,
taking into account
needs of future gen-
erations

Generates state-of
the-art techniques and
technologies used for
the protection of the
environment

Monitors the impact
of its activities on in-
dividual environment
components
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ECOLOGICAL THINKING

Since the beginning of the copper industry, KGHM Pol-
ska Miedz S.A. has implemented measures to reduce
negative environmental impacts. Limiting this impact
has primarily involved the implementation of a long-
term investment programme, aimed at air-tight sealing
of technology processes, in such way as to ensure that
the environmental impact refers only to areas to which
the Company has a legal title. Tasks carried out in the
environmental protection area were related not only to
administrative requirements, but resulted mainly from
systematic development of ecological awareness among
the management and other employees, as well as under-
standing the need for co-existence of the industry and
environment.

The existing ecological policy, as well as strategic assump-
tions related to environmental protection, is based on the
following grounds:

& environmental emissions have to meet all standards set
forth by Polish and European Union law;

# all systems with an environmental impact must have
a relevant permit granted by public administration
authorities;

# devices used for the purposes of environmental protec-
tion are fully technically operational;

# the Company continuously monitors ecological tech-
niques and technologies in order to implement them in
the technological processes of the Company;

4 the Company ensures the development of waste utili-
sation techniques and a continuous increase in share of
waste undergoing recycling in the total waste balance;

% KGHM Polska Miedz S.A. continuously develops environ-
mental management systems, while taking into account

respecting the principles for limitation of
greenhouse gas emission;

% the Company develops current and long-
term cooperation with the society and lo-
cal authorities in order to promote good
neighbourhood of the industry and its
environment.

In practice, as early as at the end of the 1990's,
the Companyimplemented European environ-
mental standards, which resulted in granting
prestigious awards for eco-activities: “Leader
of Polish Ecology” (2001), “Environmen-
tally-Friendly Company” (2002), “Ecolau-
reate” (2003), “Green Apple Awards” - an
award presented in the UK (2003). Addi-
tionally, the copper smelters: Gtogéw, Legni-
ca, and Cedynia, Ore Enrichment Plants and
the Tailings Plant implemented and main-
tain an environmental management system
consistent with the ISO 14 001 standard. The
operations of the environmental manage-
ment systems are confirmed with certificates
granted by the British Standards Institution,
the Polish Centre for Testing and Certification
as well as the Polish Certification Centre.

Works started in 2011 related to the imple-
mentation of the Integrated Management
System on the level of the whole Company
also mean the planned implementation of
the Integrated Environmental Management
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System in accordance with the ISO 14000

standard. This will allow:

2 savings in the consumption of natural re-
sources and fuels;

# reduction of pollution and waste generat-
ed, as well as their utilisation costs;

# elimination or limitation of processes and
irregularities having negative environmen-
tal impact;

% reduction of environmental fees;

& elimination or limitation of violations of
legal requirements on the environmental
protection;

¥ easier access to financial support from na-
tional and foreign funds for eco-investments;

&l insurance rate negotiations;

o improvement of the image of division in
the eyes of public administration authori-
ties and other stakeholders.

As a result of previous decisions, the emission
of pollution to the air and water decreased
to such a degree that achieving much bet-
ter results with existing technology is impos-
sible. Therefore, in the area of ecology, the
Company'’s attention is currently focused on
waste management, formal activities related
to meeting the requirements set by the Eu-
ropean Union for the industry, as well as im-
provement of the image and building rela-
tionships with local communities. Including
copper smelters in the European emission

ON A LEGAL BASIS

The most important formal and legal tasks completed by the
Company in 2011 involved drawing up the environmental im-
pact report for ore production in mining areas and filing the
application for a decision on environmental conditions for this
project. These documents are necessary in the process of ob-
taining concessions for underground mining of copper ores af-
ter 2013.

The Company has also completed works on the environmen-
tal impact report for the “Zelazny Most” waste treatment tail-
ings pond and obtained the decision on environmental condi-
tions for these facilities. The production waste management
programme was also prepared and approved by Lower Silesia
Voivode. All these activities resulted from the Directive on pro-
duction waste being incorporated into Polish law, which re-
quired obtaining the permit for operating the “Zelazny Most”
waste treatment tailings pond starting 1 May 2012. Such per-
mit for the facilities was obtained in April 2012.

Additionally, the Company has eight systems operating which

requires having an integrated environmental permit in ac-

cordance with the Environmental Protection Law Act. They
include:

#f an installation for the production of metallic copper us-
ing shaft furnace and flash furnace technology at Gtogéw
smelter;

¥ “Biechow |” and “Biechdéw 1" industrial waste storage facili-
ties belonging to the Gtogéw smelter;

# an installation for the production of refined lead at Legnica
smelter;

Continuous control

TO PROTECT THE ATMOSPHERE

In the first decade of KGHM Polska Miedz S.A.'s operations,
emission of gases and dust to the atmosphere from smelt-
ers was the major environmental issue in the Legnica-
Gtogéw Copper Belt. Emissions were generated by metal-
lurgical processes in shaft furnaces and converters. Air-tight
sealing was impossible at that time and the atypical compo-
sition of ore and, later, of concentrates, forced Polish copper
smelters to develop own technology solutions, including
environmental protection technology.

Since the 1990's, automatic measurements system,
controlling gas and dust emission levels operate con-
tinuously in the regions of both copper smelters. Sus-
pended dust content in the proximity of smelters is cur-
rently at the level of 20-30 pug/m?, with permissible (EU)
standard of 40 pug/m?. The annual average concentra-
tions of sulphur dioxide in the smelter impact areas are
a few pug/m3 and, depending on the measurement po-
int, are from two to six times lower than annual average
values set by the most recent Polish standard (based on
EU standards), amounting to 20 pg/. Other air pollution
forms do not exceed permissible standards either.

Gases from shaft furnaces introduced to the atmosphere
mainly metal-bearing dust and carbon monoxide, while
converters — sulphur dioxide transferred to sulphuric acid
plants. At the initial stage, the effectiveness of these plants
did not exceed 50%. Activities aimed at increasing this ef-

fectiveness by modernising individual installations were 96%, and of copper, lead and carbon mon-
carried out continuously, but expected radical improve- oxide - by over 99%.

ment was achieved in the 1990’s, after erecting new sul-

phuric acid plants for Legnica smelter and Gtogdéw | smleter, Copper mines in Poland do not result in any

whose current effectiveness is 99%. changes on the surface, as they do not create

earth dumping grounds or waste dumps as,

The breakthrough stage of activities aimed at limiting emis- e.g., as in the case of open pits or coal mining.
sion of shaft and converter gases to the atmosphere was re- Therefore, environmental problems in cop-
lated to the decision on erecting Gtogéw Il smelter based per mining include, first of all, emissions from
on a new technology involving copper melting in the flash ventilation shafts of the mines, resulting from
furnace. It allowed stable operations of the sulphuric acid ventilation of headings. Substances emitted to
plant with the double conversion process and effectiveness the air from these shafts include mainly: car-
above 90% (in subsequent years it was increased to 99%). bon dioxide and monoxide, nitrogen oxide

and PM10 dust containing trace quantities of
Then KGHM Polska Miedz S.A. equipped with efficient bag metals (Cu, Pb, Zn, As, Cr, Ni, Cd). From the

GOOD PRACTICE

trading scheme in 2013 is a new challenge. # an installation for the production of metallic copper from filters the electrical furnace at Gtogéw Il smelter, the con- very beginning of copper mining, pollution
KGHM Polska Miedz S.A. has already calculat- copper concentrate and of products recovered from metal- centrate drying plants at Legnica smelter, as well as new ro- levels emitted from shafts remain within
ed and verified quantities of CO, generated, lurgical and electronic processes, the “Polkowice,” tailings tary tilting furnaces at the lead plant, replacing less efficient the limits set by standards allowing emis-
in view of the participation of the Company waste facility, a temporary storage facility for lead-bearing systems used until that time. However, desulphurisation sion of these substances. Emission of odour-
in this scheme. Research works related to po- concentrates and other installations at Legnica smelter; installations built in the 1990’s, at Legnica and Gtogéw causing compounds to the atmosphere has
tential further reduction and disposal of CO, #f an installation for melting, continuous casting and rolling of smelters were a milestone in the atmosphere protection become an issue, recently. These emissions are
generated in production processes have also copper at the Cedynia wire rod plant; process. The desulphurisation technology at Legnica smelt- recognised as noxious by people living in the
been started. # an installation: “Zelazny Most” waste treatment tailings pond er is based on the SOLINOX process involving selective proximity of the upcast ventilation of Polko-
with the capacity of more than 10 tonnes of waste a day physical absorption of sulphur dioxide using liquid solvent wice-Sieroszowice mine. Currently, the Com-
# an installation for the neutralisation of sulphuric acid waste and reaching effectiveness of 98%. Meanwhile, off gases pany is carrying out research works aimed at
at the Ore Enrichment Plants. from the heat and power plant at Gtogéw | smelter are sub- detailed identification of odour-causing sub-
ject to desulphurisation since 1997 with the application of stances, as well as theirimpact on the environ-
DECREASING FEES Other divisions of the Company have sector administrative deci- state-of-the-art spray nozzles with increased effectiveness ment and local community. Activities aimed at
sions on using the environment. (up to 90%). All these activities, carried out since 1980, utilisation of these compounds at the place of
Continuous improvement of the effectiveness of eco- resulted in reducing the emission of sulphur dioxide by their generation are also implemented.
logical activities is confirmed by decreasing environ- In order to implement the provisions of Regulation (EC) No.
mental fees paid by the divisions of KGHM Polska 1907/2006 of the European Parliament and of the Council con-
Miedz S.A. In 2011, these amounted to PLN 25.478 cerning the registration, evaluation, authorisation and restric-
million, i.e., more than PLN 1 million less than in 2010, tion of chemicals (the so-called REACH Regulation), in Novem- Polluting emissions from divisions of KGHM Polska MiedZ S.A
despite the annual increase in the fee rates by inflation. ber 2010, the Company completed the process of registration (Mg) o 1980 1990 2000 2010
In 2011, the largest fees paid by the Company were for of seven end substances: copper, silver, lead (crude, refined
sewage discharge: PLN 16.3 million, including PLN 16.26 and bismuth), copper sulphate, nickel sulphate, end slag (from Copper 2968 204 23 106
million for the drain-off of excess water from the “Zelazny shaft furnace and granulate), sulphuric acid and 20 indirect Lead 3119 124 14 4.9
Most” waste treatment tailings pond. substances. Sulphur dioxide 154 245 48719 6202 4518
Carbon monoxide 315774 121499 2683 2040
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Pb emission from plants of KGHM Polska Miedz S.A. [Mg/year]

used in all ore processing plants. “Zelazny Most” also dis-
charges properly treated water to the Odra river. In order

pollution, is from 40-99%. Suspended sol-
ids in treated flows is at the level of a few mg/

400 to protect the condition of the river, the treatment plant dm3 and does not exceed 20 mg/dm?, while
;f,g for suspension discharge water was erected near Tarnowek heavy metals (Cu, Pb, Zn, Ni) are at the level
250 pumping station, in the years 1998-2000. It operates pe- of tenths and hundredths parts mg/dm?®.

200 . | riodically and is activated when necessary due to atmos-

Vini . .
150 g plant pheric conditions. In 2002, the waste water treatment plants
| Glogow Il smelter . , .
100 ) of Legnica, Gtogéw | and Gtogdw Il smelters
50 B Glogow | smelter

1985 1990 1992 1994 1996 1998 2000 2002 2004 2010 2011

Cu emission from plants of KGHM Polska Miedz S.A. [Mg/year]

350

M Legnica smelter

KGHM Polska Miedz S.A. applies the process of treatment
of waste water from metallurgical production divided
into stages. The efficiency of all the waste water treat-
ment plants in the smelters, depending on the type of

were separated from the smelters, and a new
division of KGHM - Water Management
Plants Division — was created. In 2005, all
three plants were included in “Energetyka”

KGHM Polska Miedz S.A. in the region

300
250
200 Total greenhouse gas emissions as sums of direct and indirect emissions in CO,

Total direct and indirect greenhouse gas emission, by weight

‘ 2011

3425233 3561180
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150

B Mining plants

100

| Glogow Il smelter

m Glogdw | smelter

50

m Legnica smelter

tonne equivalents

Technology waste

Supplemen-

1985 1990 1992 1994 1996 1998 2000 2002 2010 2011 Total water uptake by source UGTeI{eT(eVlTe : . Acid waste
. B Surface water water, including | tary water from
in 2010 (m?) water ) water
e o rainwater waste water
Dust emission from plants of KGHM Polska Miedz S.A. [Mg/year] -
Rudna mine 472 288 - 453 288 - -
12000 Polkowice-Sieroszowice mine 239 665 - 767 311 - -
10000 Lubin mine 104 544 - 305608 - -
8000 Data Center 1548 - 1548 - -
6000 ® Mining plants Ore Enrichment Plants 228 830 - 340 998 - -
4000 W Glogbw Il smelter Mine-Smelter Emergency
2000 m Glogow | smelter Rescue Unit 4263 N 4263 N -
m Legnica smelter o
0 1985 1990 1992 1994 1996 1998 2000 2002 2004 2010 2011 ’ Tailings Plant 4271 - - -
Gtogoéw smelter 268 692 6002017 3759687 1874732 33529
SO, emission from plants of KGHM Polska Miedz S.A. [Mg/year] Legnica smelter i 2061167 5025 260 . i
TOTAL KGHM 1324101 8063 184 7 657 963 1874732 33529
90000 water from treated technological sewage - used for technological purposes
80000 sewage accepted by KGHM establishments
70 000
60 000
50000 B Mining plants
Technology waste Supplemen- .
40000 B Glogow Il smelt Total water uptake by source [ULTe[ICeCIVITe! S e Acid waste
20 000 ogéw Il smelter in 2011 (m?) - Surface water water, including | tary water from ——
10000 m Glogéw | smelter rainwater waste water
0 m Legnica smelter .
1985 1990 1992 1994 1996 1998 2000 2002 2004 2010 2011 Rudna mine 452008 - 397 251 - -
Polkowice-Sieroszowice mine 233 865 - 832436 - -
Lubin mine 102 585 - 299 965 - -
Data Center 966 - 966 - -
WATER ENVIRONMENT PROTECTION :
Ore Enrichment Plants 235366 - 377779 - -
Since the beginning of KGHM Polska a day of underground water. Underground water and sew- Mine-Smelter Emergency 4409 4693
Miedz S.A!s operations, systematic activities age from the shaft sites is used during the flotation process Rescue Unit
were carried out aimed at improvement of  (one of the methods of ore enrichment used to separate very Tailings Plant 7 004 - - - -
underground water and. waste water ma.na.ge- small mineral gralns). The flotation proces? is carrled out |.n Glogoéw smelter 240794 6078 357 4427 473 1949726 34227
ment, as well as protection of natural drinking water suspension. The central node of the circulation water is -
water resources. Lubin, Polkowice-Sieroszowice the “Zelazny Most” tailings pond, being a facility for the stor- Legnica smelter . 1946814 1950817 - .
and Rudna discharge a few dozen thousand m*  age of flotation tailings and for retention of technical water TOTAL KGHM 1276997 8025171 8291380 1949726 34227
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company in the KGHM Polska Miedz S.A.
Group, which is responsible for system main-
tenance. In the years 2010-2011, moderni-
sation works were carried out at waste wa-
ter treatment plants in order to adjust waste

Total water uptake by source (mq)

water treatment technology to binding provisions of the
Environmental Protection Law, as well as meeting the pa-
rameters set in the integrated permit, with special consid-
eration of threshold contents of heavy metals, chlorides
and suspended matter.

2010 | 2011

Water consumption for
technology purposes

Water consumption for
technology purposes

18919980 19543 274
Total water uptake volume in cubic meters per year, by
source, of which:
surface waters: marshes, rivers, lakes 8063 184 8025171
ground water 1324101 1276 997
rainwater directly collected and stored by the reporting ) )
entity
rainwater from other entity 9532695 10 241 106

water supply from the municipal network and other water
companies

SECURE WASTE MANAGEMENT

The greatest flow of waste (representing
around 94% of mined material) arises in the
flotation process. Waste also includes smelter
slag, dust and slimes from the gas and waste
water treatment facilities, as well as - for the
last few years — products of flue gas desul-
phurisation from the heat and power plant
at Glogéw | smelter. Some wastes (slag, dust)
are reused in the production process and a
part is allocated for other purposes, but the
waste for which no use has been identified
until now (e.g., from the waste water treat-
ment process) is subject to selective storage.

Flotation waste at “Zelazny Most”

“Zelazny Most” waste treatment tailings pond
operated currently is an important element of
the technology process in the mining activities
of KGHM Polska Miedz S.A. It is responsible for
utilisation of waste from copper ore flotation
and salted waters from mine drainage, sup-
ply of process water to Ore Enrichment Plants
and sand for stope filling in Lubin and Rudna
mines. The Tailings Plant manages the area of
about 3 400 hectares of land with industrial
buildings and tree-covered land, and the total
capacity of tailings is 700 million m?. “Zelazny
Most” is the largest such object in Europe
and one of the largest in the world. The

facility accepts about 28 million tonnes of waste from
copper ore flotation per year. By the end of 2010, more
than 800 million tones, i.e., 488 million m* of waste
were utilised there. On 20 April 2011, the Tailings Plant
obtained the certificates with respect to the Environmen-
tal Management System and the Occupational Health and
Safety Management System, confirming compliance with
the PN-EN ISO 14001:2005 and PN-N 18001:2004 standards.

The facility, taking into account just its size, certainly has an
impact on the environment. Therefore, the management
of “Zelazny Most” tailings is subordinated to ensuring the
safety of operations, environmental protection and hu-
man safety. The facility has systems guaranteeing its safe-
ty: drainage, fast and emergency pond drainage systems,
loading embankments, unloading wells — reducing local
high pressure of water in the soil. KGHM Polska Miedz S.A.
also prevents dust emission from dry surfaces at the facility,
by continuous water and asphalt emulsion spraying on the
facility banks, from the ground and from the air.

The functioning of the “Zelazny Most” facility is controlled
in the supervision procedure known in geotechnics as the
“Observation Method.” It involves monitoring the facil-
ity functioning using different methods, by means of fixed
measuring.devices. The measurement programme, types
of measurement devices, scope and methodology of
geotechnical tests and specialised analyses are de-
fined and supervised by an independent international
team of experts, and its cooperation with KGHM Polska

Miedz S.A. is coordinated by the National Geotechnical
Expert. This form of control of security of the facility func-
tioning and development is supported by the state super-
visory authority responsible for specialised hydrotechnical
structures, and helps to build trust in relationships with the
local community.

The facility is equipped with an automatic alarm system, sig-
nalling events that may potentially result in the risk of dis-
aster. The Company also has an action plan to be followed
in the case of the pond breakdown, agreed with the Lower
Silesia voivode, which includes the functioning of a system
of notification of a breakdown or breakdown risk. The plan
covers localities in the expected potential risk area, which are
equipped with alarm systems (sirens), have escape and evac-
uation roads and security platforms installed. Citizens and
rescue services participate in regular training and evacuation
drills.

During the period of construction and in subsequent years
of the functioning of “Zelazny Most” facility, KGHM Polska
Miedz S.A. employed all available techniques and systems
aimed at limiting its noxiousness to the environment and
people living in adjacent areas. The Company is developing
cooperation with local governments and communities, by
notifying them of activities improving the safety of the facil-
ity. In the centre of Rudna town, there is a board continuously
notifying of the current level of suspended dust concentra-
tion in atmospheric air in the point located near the local-
ity, in the direction of the “Zelazny Most” facility. In 2002 and
2009, health checks were carried out, including on people liv-
ing in Rudna locality. No threats posed by “Zelazny Most” fa-
cility were identified. Such checks will be repeated regularly,
every five years.

Recycle everything

KGHM Polska Miedz S.A. endeavours to maximise the
recycling of waste generated. Slag from copper melt-
ing in shaft furnaces has been used as a road-building

Total waste weight by waste type and waste
utilisation method (Mg/year)

Total waste weight by waste utilisation method,

aggregate as early as from the 1970’s. How-
ever, this process was intensified after 2000,
when one of the companies of KGHM Polska
Miedz S.A. started to process slag. Road-build-
ing aggregates are currently manufactured
by KGHM Ecoren, which processes more than
1 million tonnes of shaft slag per year. Ag-
gregate production allows eliminating slag
dumps from smelter sites, accumulated from
the beginning of metallurgical production in
the region. Slag from the electrical furnace
of Gtogoéw Il smelter, after granulating, is also
used as an addition to stope filling material
used for backfilling of underground headings
resulting from mining operations at copper
mines. Due to its hardness and granulation
it is also used in the sandblasting of metallic
surfaces instead of quartzite sand. Remaining
slag from metallurgical processes is recycled
to the technological process.

Lead-bearing dust and slime which is collect-
ed in the dedusters of all three copper mines
is processed into crude lead at the lead di-
vision at Gtogéw | smelter. Construction of
the fourth reverberatory-rotary furnace, so-
called Doerschl furnace, completed in 2011,
was a part of the investment process. This fur-
nace would allow annual production of about
28 thousand tonnes of lead from waste. The
cost of the investment was PLN 40 million (see
also “Future problems” below).

Waste from flue gas desulphurisation is a dry
mixture of calcium sulphite and sulphate, and
unprocessed lime. 60-70 thousand Mg of this
waste is generated annually, of which half
is used as a metallurgical blending agent in
the shaft and flash furnaces, and convertors,
while the remaining part is stored.

20 2011

of which: 28 947 855.65 28 882 256.95
Composting 0.00 0.00
Reuse 0.00 0.00
Recycling 0.00 0.00
Recovery 19 656 949.65 19756 811.95
Incineration (or using as a fuel) 0.00 0.00
Storage at waste dumps 9290 906.00 9125 445.00
Deep well storage 0.00 0.00
On-site storage 0.00 0.00
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ENERGY SAVING IS A MUST Future problems
Investments carried out at divisions of KGHM savings at this division also include optimising the rota- The primary principles formulated by the Environmental Protection Law include the principle of social participation in adminis-
Polska Miedz S.A. are to bring energy sav- tional speed of rotors of “old” flotation machines, replace- trative proceedings. Society is usually represented by local governments and civic society organisations that, based on the act,
ings up to 120 MW. Replacement of the pow- ment of off gas fans, as well as their rotational speed set- can participate in the proceedings as a party, which gives them the right to appeal against environmental decisions issued, as
er supply systems and feeder driver control ting, replacement of lighting, transformers and electrical well as the right to lodge appeals to the administrative court.
systems in the process of .ex.cavated. rT1ater|aI switchgears. In 2011, the farmers’ ecological self-protection association (Stowarzyszenie Samoobrona Ekologiczna Rolnikéw) “Pronatura”
prepar.atlon is the way to_l'm't electricity con- . o N . _ from Glogéw appealed against the decision of the Marshal of the Lower Silesia Voivodeship and against the decision of the Min-
sumption at the Ore Enrichment Plants. The Energy-saving activities at the Tailings Plant include, inter ister of Environment which allowed KGHM Polska Miedz S.A. to launch a rocking-rotary furnace to process lead including waste.
investment involves replacing four-stroke alia, outdoor and indoor lighting replacement, introduc- The appeal lodged by “Pronatura” lead to extending the procedure for issuing the decision for 2012.
engines with asynchronous engines, and us- tion of 10 kV voltage in the power supply system in new- e . el . - i - ind h .
ing frequency convertors for controlling their ly built facilities, as well as the implementation of gravi- KGHM Fells el M'e 2:AdEopen t.o professiona |scu55|.ons perta!nlng sl pEie (e Ao ol |n’ ustry on the environment,
. L . . . as it systematically analyses the impact and effects of its operations on all components of the environment. The outcomes of
rotational speed. As a result, it will be possi- tational flow of excess process water to the Odra river, v o : . . :
. . . . . . these analyses lead to the positive specialised assessment of the relationships between the copper industry and the environ-
ble to automate the process of feeding exca- instead of using energy-consuming pumping stations. . . . . . .
. - . ment. However, while understanding the concerns of the society with respect to existence and development of the Company in
vated material to hummer crushers, due to Meanwhile, in mining plants, movement detectors have o : o . o :
. . . ) . o T the context of its impact on the environment, KGHM Polska Miedz S.A. supports and will develop all forms of social dialogue in
which they will operate in an optimum, and been installed in lighting circuits in bathrooms and ener-

38

thus, low-cost, manner. Activities aimed at

gy-saving engines were used for fans.

Direct energy consumption by primary energy sources

(unit J or its multiplication) 2010 ‘ 20l
Total direct energy consumption 23207.8 13512.21
Total direct energy consumption by renewable primary sources 20 0
Biofuels 20 0
Ethanol N/A N/A
Hydrogen N/A N/A
Other N/A N/A
Total direct energy consumption by non-renewable primary sources 23187.8 13512.21
Natural gas 41227 42105
Gasoline 2.7 2.5
Oil N/A N/A
Heating oil 14 188.0 41145
Diesel oil 1147.7 1164.6
Liquefied gas (LPG) 0.00473 0.00946
Butane N/A N/A
Propane N/A N/A
Ethane N/A N/A
Other 3726.7 4020.1
Indirect energy consumption by primary energy sources 2010 ‘ 2011

(unit J or its multiplication)

Indirect energy consumption for transition energy

8866658772 9094623 825

by indirect non-
renewable sources

Electricity, heating and cooling, steam, nuclear energy,
other forms of imported energy

8866658752 9094623 825

by indirect renewable

Solar, wind, geothermal, water, biomass-based transi-

20 0

sources tion, hydrogen-based transition energy

Consumption of primary energy in its generation

N/A N/A

Corporate Social Responsibility Report 2010-2011

order to obtain social acceptance for planned investments, in the spirit of sustainable development policy pursued.

In the direction of renewable energy

In accordance with the investment programme, in the
years 2012-2014, KGHM Polska Miedz S.A. would like to
invest PLN 1 billion in projects related to renewable en-
ergy sources. These are going to be implemented by KGHM
TFl fund belonging to the Company. These projects are going
to be related to water, wind and biogas energy. In 2011, KGHM
TFI conducted the first audit of wind farms in Pomerania, with
the total power of almost 150 MW, and it is also interested in
purchasing share in Zaktad Energetyki Wiatrowej Niedzica
(Niedzica Water Power Plant).

Starting 2012, as a part of the process of diversification of its ac-
tivities, KGHM Polska Miedz S.A. will cooperate with PGE, Tau-
ron and PGNiG in shale gas exploitation.

Protection of health of citizens

Taking care of people living in the vicinity, the Company en-
deavours to fulfil its duties as a good neighbour. Therefore, it
decided to organise activities undertaken until now with re-
spect to environmental risk prevention, with special emphasis
on lead-poisoning prevention among children, by launching
the Health Promotion and Environmental Risk Preven-
tion Programme in 2011. By 2011, prevention activities and
rehabilitation holidays were arranged in the whole Legnica-
Gtogdéw Copper Belt by the Foundation for Children from the
Copper Mining Area in Legnica. The new programme covers
the area of former protective zones set within the bounda-
ries of the smelter impact. As environmental pollution is the
problem of the industry and local community, it should be
solved together with local governments and authorities in
charge of the environmental protection. Local governments
from communities in the proximity of metallurgical installa-
tions, poviat starost office in Glogéw, Occupational Medicine
Institute in £6dz, as well as Miedziowe Centrum Zdrowia and
Polska Miedz Foundation were invited to cooperation.

Falcons like the smelter

Is the smelter environment-friendly? This can be confirmed
by the fact that a family of predatory peregrine falcons found
their home at the Gtogéw smelter. These beautiful protected
birds are living on the chimney of the Suspension Furnace Unit.
Smelter employees placed a special platform inside 120-meter
chimney with a cavity for the falcon nest. A small opening al-
lows entry inside with a stand for landing and takeoff installed
outside. Since 2009, new birds have joined the falcon family -
in order to watch their moves, employees of the smelter put
rings on their legs. Two cameras have been installed on the
chimney - one allowing watching the nest and the second one
directed to the place for takeoff and landing, which allows to
watch the birds on the Internet, at www.kghm.pl website, in
Falcons tab. Windhovers, smaller relatives of the peregrine fal-
con, have their nest nearby, at the Electrical Furnace and Con-
verter Division of Gtogéw smelter.

The programme puts special emphasis on children, but
young people and adults are not excluded. Preventive activi-
ties must cover all areas of life — home, work, school, environ-
ment, free time and social life. Consequently, the anti-lead
programme needs to be supported by relevant educational
activities and information campaigns aimed at the develop-
ment of social awareness of related aspects.

As a part of the programme, in 2011, tests for lead content in
blood at 1 200 children were carried out, preventive green
school trips for children from rural communities were ar-
ranged, as well as whole-year preventive and rehabilitation
classes at the swimming pools for children from community
schools. In 2011, KGHM Polska Miedz S.A. and Polska Miedz
Foundation allocated almost 1.5 million for the implementa-
tion of the programme.

GOOD PRACTICE
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54. GOOD NEIGHBOUR

GHM wants to be a good partner for local governments and the inhabit-

ants of the areas in which it operates, therefore it runs several pro-social
projects.

Yesterday and today

The discovery of copper ore deposits and the
development of the Legnica-Gtogéw Copper
Belt (LGOM) caused a huge population influx.
Before beginning their exploitation in 1960,
Lubin had a population of 3.5 thousand, the
population of the ruined Gtogéw was even
smaller, and the population of the whole of
today’s Legnica-Gtogoéw Copper Belt (LGOM)
was 187 thousand. By 1994 the figure had
risen to 520 thousand, of which Lubin alone
accounted for 85 thousand (in early 2011: 74
thousand), Legnica for 106 thousand (2011:
approx. 100 thousand), Gtogéw, rebuilt af-
ter the war, for 74 thousand (in early 2011:
approx. 68 thousand), and Polkowice, built
almost from scratch, for 22 thousand (2011:
approx. 22 thousand, as well). The majority

of infrastructure investments (new housing estates,
roads, cultural facilities, hospitals and outpatient clin-
ics, sports facilities, holiday resorts in other parts of
Poland) were carried out by KGHM, whose number of
employees peaked in the 1980s at 43 thousand. Includ-
ing family members, more than one fifth of the population
of the LGOM were associated with the Company.

In the 1980s, Kombinat Gérniczo-Hutniczy Miedzi
also developed education in the region, establish-
ing mining, smelting, economic and medical schools.
The following became part of KGHM: the Mining School
Complex in Lubin and three technical secondary schools:
a mining secondary school in Lubin and smelting sec-
ondary schools in Gtogéw and Legnica. Witelon Univer-
sity of Applied Sciences in Legnica and some faculties at
the Legnica Regional Branch of the Wroctaw University
of Technology were established thanks to the Company.
In 2002, the Copper Belt Technical College in Lubin and

Taxes paid by KGHM Polska Miedz S.A., in PLN thousand

Corporate income tax 1267 287.26 2204 067.70
Corporate income tax on dividend paid 34162.02 174 412.16
Dividend paid to the Treasury 190 769.70 947 489.51
Social security (ZUS), of which: 710473.50 752620.12

ZUS premiums payable by the employer 344 337.98 365 387.37

ZUS premiums payable by the employee 366 135.52 387 232.71
Personal income tax 223001.42 236 051.25
Excise duty 51633.60 53102.31
Real property tax 131 978.52 133 687.02
Minerals extraction tax 67 986.65 72 935.82
Waste storage fee 3468.84 3711.69
Environmental fee 23 236.74 21767.06
Fee for perpetual usufruct of land 7211.81 7720.22
PFRON (Found For the Disabled) 14 504.36 15 808.46
Irrecoverable VAT 1924.86 9660.43
Other fees 793.63 2696.51
Total 2728433.97 635 730.32

Corporate Social Responsibility Report 2010-2011

the Lower Silesian College of Enterprise and Technology
in Polkowice welcomed their first students. KGHM Pols-
ka Miedz S.A., as transformed into a joint-stock company
100 per cent owned by the Treasury in September 1991,
supports around 100 thousand people in the region, in-
cluding those employed by the Company, its subsidiaries
and business partners.

In 2003, the Company established the Polska Miedz
Foundation (more details can be found further on in this
chapter) to fulfil its corporate social responsibility objec-
tives in a more professional and effective way. In order
to promote sports among young people and the gen-
eral population of the Copper Belt, the Company spon-
sors the Zaglebie Lubin football club and several hand-
ball clubs: MKS Zagtebie Lubin, SPR Chrobry Gtogéw, and
MSPR Siédemka Legnica (more details can be found further
on in this chapter). The Company also promotes job crea-
tion and competence development in the region by work-
ing together with local job centres, running adaptation
programmes for secondary school graduates, working to-
gether with universities and technical schools or provid-
ing internships (more details can be found in Section 1 of

ACT GLOBALLY, THINK LOCALLY

The immediate neighbourhood of KGHM Polska
Miedz S.A. is the Copper Belt and - from a slightly
wider perspective - Lower Silesia. However - due to
the Company’s international expansion - its neigh-
bourhood is expanding as well. Since May 2010, it has
also included local communities in Canada. In pursuit
of the key objective of its strategy for the years 2009 to
2018, which is to expand the resource base and mining
production, the Company, together with Abacus Mining
& Exploration Corporation, its Canadian business partner,
established a joint venture with a majority KGHM Polska
Miedz S.A. interest. The joint venture is intended to mine
copper and gold from the Afton-Ajax deposit located in
British Columbia. With the acquisition of Quadra FNX, a Ca-
nadian mining company, the concept of “good neighbour-
hood” was extended even further with KGHM becoming
the owner of mines in Canada, the US, and Chile.

KGHM Polska Miedz S.A.
supports around

100 000

people in the region.

this chapter). By sponsoring many important
cultural, scientific or sports projects, KGHM
Polska Miedz S.A. meets the community’s ex-
pectations. The Company also maintains an
active dialogue with local governments, e.g.
on the expansion of mines. The Legnica and
Glogdw region owes its position on Poland’s
business map in many respects to KGHM Pol-
ska Miedz S.A. Real property tax revenues
of the gminas alone were PLN 131m and
PLN 133.6m in 2010 and 2011, respective-
ly. Local governments also receive a share of
CIT (in 2011, the Company paid PLN 2.2 bil-
lion in corporate income taxes) and PIT re-
mittances (in 2011, the Company’s employ-
ees paid PLN 236m in personal income taxes).
As a consequence, some of the richest Polish
gminas are located in the Copper Belt (Rud-
na, Polkowice). Salaries are the highest here,
education, culture and sport are thriving.
Many aspect of living in the region are stead-
ily improving thanks to direct or indirect sup-
port from KGHM Polska Miedz S.A.

KGHM POLSKA MIEDZ S.A.
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ENTERPRISE PROMOTION

KGHM Polska Miedz S.A. is very important for
the development of the region and the oth-
er way round - one of the pillars of the Com-
pany’s business strategy is that the Company
intends to actively work for the regional com-
munity by:

% creating jobs and promoting enterprise
in the region, first of all by using the infra-
structure of KGHM Letia S.A. (the ultimate
goal of the company is to create 750 jobs);

# stepping up efforts to protect the environ-
ment, care for the health of employees and
local communities, promoting sports, cul-
ture and science in the region.

In order to respond to these challenges, the
Company has established KGHM Letia S.A.
- Legnica Technology Park. The key ob-
jectives of KGHM Letia S.A. are to attract in-
novative projects, promote enterprise and
provide support to investors in the region,
and create jobs. The Park provides business-
es with developed plots of land and offices
to let; the Technology Transfer Centre estab-
lished in 2009 is also of assistance.

Centrum Telemarketingowe Avista Media
(Telemarketing Centre) (with a headcount of
more than 140), Elsur, which manufactures,
among other things, plastic gas pipes, Lar-
itech — Nowoczesne Technologie (Advanced
Technologies), an innovative design and
production office, Lag Serwis, Miratrans, and
Remak are already operational at the Legni-
ca Technology Park.

The next step will be the opening of the
modern Letia Business Centre (office
building) in Legnica in 2012, a PLN 36.5m
project. This is a flagship investment project
of KGHM Letia S.A. The glazed ceiling build-
ing will have more than 8 000 sq. m. of of-
fice and conference space. The building will
also house an exhibition foyer, a computer
room and a hotel with catering facilities. Ul-
timately, 480 people will be working here.
Guided by the good neighbourhood princi-
ple, KGHM Letia S.A. has committed itself to
financing the major part of the cost of refur-
bishment of the facades of the two adjacent
old, pre-war buildings in connection with
the investment project.

Contributing to the development of the la-

bour market, KGHM Polska Miedz S.A. is
working together with local job centres

Corporate Social Responsibility Report 2010-2011

on recruiting the unemployed, sponsors two secondary
schools whose curricula are adapted to the Company’s HR
needs, provides internships and competitions for univer-
sity undergraduates and graduates in order to attract val-
uable and well-educated employees to the region (more
details can be found in the Responsible employer section
earlier in this chapter). Promotion of education and the lo-
cal labour market is the most desirable quality in a good
neighbour as mentioned by the inhabitants of the region
(a more detailed discussion of the polls on the perceptions of
KGHM activities in respect of its immediate environment can
be found in this chapter).

TOWARDS BETTER COLLABORATION

KGHM Polska MiedzS.A. is doing its best to be the best
neighbour for the inhabitants of the region and local
governments alike. To boost its collaboration with them,
in April 2011 the Company signed an agreement with the
Lower Silesian Foundation for Regional Development. The
joint project’s objective was to carry out a study on Po-
tential for the collaboration between the local govern-
ments of the Copper Belt and KGHM Polska Miedz S.A.
During the study, Foundation officials gave presentations
on the Company’s Management Board’s proposals for the
local governments. Preliminary research made it possible
to shortlist potential areas of collaboration - including
transportation projects: the construction of the Legnica-
Lubin-Polkowice-Gtogéw railway together with the nec-
essary infrastructure or collaboration on the creation of
a multimodal transportation system (urban, railway and
bus transportation combined to serve the inhabitants and
businesses in the Copper Belt, as well as the Company it-
self). The short list also included joint planning, program-
ming and carrying out investments in respect of the local
road network and efforts to make use of the River Oder for
transportation purposes (Phase 1: tourist cruises). The lo-
cal governments would also like to take advantage of the
Company'’s size to negotiate group purchases of electric
power from energy companies, waste management ac-
tivities, primarily investments in technologies making it
possible to use waste as fuels, as well as to promote and
develop renewable sources of energy. Local government
officials would also gladly have KGHM Polska Miedz S.A. as
an investor in utility companies, which would make it pos-
sible to establish a robust water supply or sewage/waste
collection businesses. That would make it possible, on the
one hand, to cut down their operating costs and prices for
the general public, and on the other hand, enable them to
expand outside the Copper Belt.

The Company believes that such joint efforts are possible
and desirable and a broad Coalition for the Development
of the European Copper Region should take responsibil-
ity for setting the major goals and their coordination, in-
cluding, in addition to the local governments and the

Tadeusz Krzakowski
Mayor of Legnica

Relations between KGHM Polska MiedZ S.A,, the largest employer in the Copper Belt, and the local gov-
ernment of Legnica, the largest city in the sub-region, have been characterised by high levels of trust, un-
derstanding and agreeability for years now. There have been many examples of our friendly collaboration
which is beneficial for the local communities. This proves that the big business, as represented by KGHM
Polska Miedz S.A. and the Polska MiedZ Foundation, has a strong sense of shared responsibility for the sus-
tainable social and economic development of the cities and gminas in the regions.

As Mayor of Legnica, | strongly appreciate the social mission of support for the various aspects of life in
our city as pursued by our partners. The many sports clubs and public benefit organisations owe their fast
growth and broadening of activities to that. At the same time, KGHM is a patron of art and culture, and it
demonstrates its social sensitivity by supporting children from our orphanages, to give just one example.

KGHM Polska MiedZ S.A. is a pillar of growth and modernisation not only for the Legnica area but also for
the entire region. It is a reliable partner for the Legnica local government in any and all activities undertak-
en for the benefit of the inhabitants. This provides a solid foundation for further, long-term collaboration

and consolidation of our relationship.

Company, inclusive of its subsidiaries, other businesses,
support institutions, universities, non-government organ-
isations and prominent regional personalities.

A joint seminar of the Company’s Management Board and
local government leaders in June 2011 was the first step
in that direction, as well as the Copper Belt Forum in No-
vember 2011 on major regional development issues. Fo-
rum participants expressed their intention to establish
a Coalition for the Development of the European Cop-
per Region, to boost economic, social development and
the development of civilisation in the region. The Coalition
is intended to shape the image and identity of the Copper
Belt as the European Copper Region. The Steering Com-
mittee of that unprecedented initiative is composed of the

In 2011, on the initiative of
KGHM and the local go-
vernments of the Copper Belt,
a Coalition for the Develo-
pment of the European Copper
Region (Koalicja na rzecz Roz-
woju Europejskiego Regionu
Miedziowego) was established.

mayors of the following poviats: Legnica, Lu-
bin, Polkowice, Bolestawiec, Glogéw and Géra,
mayors of the following cities and towns: Leg-
nica, Lubin, Bolestawiec, Gtogéw and Polko-
wice, KGHM Polska Miedz S.A. officers, includ-
ing the Chairman of the Management Board,
Chief Investment Officer, and the Manage-
ment Board’s Adviser for Local Government,
a member of the Management of Lower Sile-
sia for regional development, an official of the
Lower Silesian Foundation for Regional Devel-
opment, and project coordinators.

The Coalition objectives, as indicated in the
Development Strategy of the European Cop-
per Region, are similar to those indicated
during a poll of the local governments’ ex-
pectations. They include, for instance, the
construction of several hospitals, improve-
ment in the transport and recreation infra-
structure, education and energy matters, the
creation of a copper environment business
cluster, and the development of a joint policy
in the following areas:

4 image and identity;

4 investments and investment marketing;

& infrastructure construction, in the first in-
stance in the areas of transportation, utilities
and industrial production;

# health care, medical treatment, physical
medicine and rehabilitation, and recreation.

KGHM POLSKA MIEDZ S.A.
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Condition of the natural environment

Know the opinion of your local communities

Collaboration with local governments is the official way becoming involved in joint activities for the benefit of the region.
But what do the local communities think about the Company’s social activities? As the Company is eager to get to know
their opinion, in 2010, surveys were conducted with the participation of PwC, a consulting firm, to find out what the local
communities expect from a company like KGHM Polska Miedz S.A.

The respondents were generally pleased with the fact that they lived in the Copper Belt (67%). They believe that KGHM
has a favourable influence on many aspects of their life, first of all on the regional labour market (92% agree), the
economic growth of the region (88%), and the quality of life of its inhabitants (81%). On the other hand, it has an
adverse impact on the natural environment - this opinion was shared by 45% of the respondents. What that means is that
the Company needs to put more emphasis on communicating its environment-friendly initiatives, involving the mitiga-
tion of the Company’s adverse impact on the inhabitants and the environment.

The favourable perception of the Company'’s influence on the various aspects of life shows that the inhabitants of the
region understand and appreciate the Company’s key role in the creation of the inhabitants’ well-being. Without KGHM
Polska Miedz S.A. it would be hard for them to get a job and achieve a satisfactory living standard. Therefore, the Com-
pany plays a huge role in the life of the local communities. What is important is that 68 per cent of the respondents
believe that the Company maintains good relations with its immediate environment, whereas it is socially sensi-
tive in the opinion of 58 per cent of the respondents.

The respondents suggested that the Company should focus on promoting education and environment-friendly activities
in its sponsorship activities. The Company should develop a policy for supporting these areas to create good conditions

for the region’s long-term development.

The survey results are the basis for KGHM's efforts pertaining to the sponsoring and social activities of the Polska Miedz
Foundation.

Respondents’ opinion on the impact of KGHM Polska Miedz S.A. on the environment (n=400)

Economic growth of the region

Regional labour market

Quality of life

Culture, entertainment

Sports initiatives in the region

Prestige of the region

0% 20% 40% 60% 80%

100%

M Favourable M Adverse M No effect

Source: PwC
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Opinions on KGHM (N=400)

is a leading copper
producer

is a modern, world-class
company

is steadily growing

has a strategy for the future

is innovative, uses advanced
technologies

cares about the natural
environment

cares about its employees

is communicative, friendly
and agreeable

is proud of its history and
respects the contribution of all
the generations

is socially sensible

maintains good relations
with its environment

is the largest company in
the region and affects its
policies/development

stimulates events in the
region

is a company which is
a source of the region’s
pride

0% 20% 40% 60%

B Stronglyagree M Quite agree B Cannot answer Rather disagree M Strongly disagree

Source: PwC
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What should KGHM Polska Miedz S.A. sponsor (N = 400)

Amateur sports
o
ol Professional sports

M8 Charitable activities
i

11 ] Ecology

KGHM POLSKA MIEDZ S.A. REPAIRS MINING DAMAGE

Although copper ore mining is undertaken
in compliance with the applicable laws, it can
cause various kinds of mining damage, both
to properties on the ground, on the mines’
premises, and to the infrastructure. There is
scope for potential conflict in this area and,
at the same time, this is a major burden for
inhabitants of areas that are at risk of min-
ing damage, therefore the Company ensures
that any mining damage is minimised and
the cost of any existing damage refunded.

Mining damage takes the following forms in

the LGOM:

& damage to buildings due to ground defor-
mation, mining tremors and developments
taking place in groundwater (flooding);

#soil and green area transformation due
to hydrological transformation caused by

ground deformation (interrupted surface water flows
and resulting water accumulation and flooding).

Damage to buildings caused by high energy seismic trem-
ors and mining area flooding, which require costly drain-
age work, are the biggest problem due to the scale and
cost involved.

Annually, KGHM Polska Miedz S.A. branches receive
more than 500 mining damage repair requests and
requests for the safeguarding of newly-erected build-
ings from the LGOM area. Two-thirds of these are
granted. In order to facilitate communication with the
inhabitants, there is a mining damage committee at each
mine. The mining damage repair procedure is initiated at
the written request of the person who has suffered the
damage. In 2010 and 2011, the Company spent PLN 13m
on mining damage repair and preventive measures (rein-
forcement of foundations of buildings located in the area

Expenditure incurred on mining damage prevention and repair by

KGHM Polska Miedz S.A. branches.

2010 ‘ 2011

Lubin mine

1039500 1932200

Polkowice-Sieroszowice mine

2471000 3511000

Rudna mine

2149600 1965 500

TOTAL

5660 100 7 408 700
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Number of mining damage repair
requests and preventive reinforce-
ment requests received by KGHM

Polska Miedz S.A. branches.

Number of settlements in respect
of mining damage and preventive
reinforcements reached by KGHM
Polska Miedz S.A. branches

Lubin mine 188 234 Lubin mine 83 162
Polkowice-Sieroszowice mine 187 195 Polkowice-Sieroszowice mine 174 180
Rudna mine 168 135 Rudna mine 33 82
TOTAL 543 564 TOTAL 290 424

in which such building can be adversely affected by the
Company’s mines).

As KGHM Polska Miedz S.A. wants to shed its image of a
company that is a burden to local communities, for instance
as a result of mining damage or adverse impact on the en-
vironment, the Company has been working on redevelop-
ing the Obora sand excavation pit since 2010. The prelimi-
nary feasibility study envisages that the revitalisation of the
mining area for recreation and medical purposes using re-
newable energy and brine from the Company’s mines will

NEIGHBOURS ALSO ABROAD

The Company which is well known in the Copper Belt,
with many years of experience in social activities and
partnerships with the local communities to boast of, now
has to face unknown partners. Talks with the local com-
munity and the so-called First Nations (the native inhab-
itants) as part of the process for obtaining a construc-
tion permit for the Afton-Ajax deposit mine in British
Columbia, Canada, and the process of acquiring Quadra
FNX, were the first major task for the managers working
abroad.

In order for the Polish investor to build a favourable im-
age, the Canadian company formed to carry out the Af-
ton-Ajax project has been conducting various sponsor-
ship activities in Kamloops, where the project is located
- including supporting the local hockey team, the seniors
club or similar initiatives which contribute to the local in-
habitants’ favourable perception of the Company. KGHM
Polska Miedz S.A. also intends to talk to the new neigh-
bours about its investment project. The project website
provides answers to the most frequently asked questions
about the project (e.g. about new jobs, 750 of which are
to be created during construction of the mine and, af-
ter the start-up phase of its operation, 490). In that way,
the Company achieves one of its strategic objectives, i.e.
job creation. Additional questions may be asked using

be an innovative project as well as an attrac-
tive proposal for a region in which there are
presently no such facilities. The sand excava-
tion pit revitalisation procedure is a far better
alternative to the traditional methods of clos-
ing down open-pit mines. The process will be
completed after the sand excavation pit is de-
commissioned, i.e. in 2025, however its rede-
velopment is scheduled to commence as early
asin 2016.

a dedicated form. Talks are also under way
about the consequences of our future oper-
ations in the native areas inhabited by the
First Nations and their effect on their cultur-
al heritage.

The Company will gain new experiences
from negotiations with Canadian Indians liv-
ing around Sudbury, in the areas in which
Quadra FNX, acquired by KGHM Polska
Miedz S.A. in 2012, has (Podolsky, McCreedy
West and Craig/Morrison mines) and will
have mining operations in the future (Vic-
toria project). Under the treaty of 1850, the
Indians who signed it and their descendants
may derive profits from the exploitation of
the areas which used to be theirs. Even be-
fore the acquisition, Quadra executed mem-
orandums of understanding with two Indi-
an tribes; the talks will have to be finalized
by KGHM. This is a great challenge but also
a necessary experience for the Polish com-
pany which owns ore deposits in various
parts of the world (Canada, the US, Chile,
Greenland) and will have to win the trust of
the local communities.

KGHM POLSKA MIEDZ S.A.
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POLSKA MIEDZ FOUNDATION NOT ONLY FOR THE REGION

KGHM Polska Miedz S.A. conducts its pro-so-
cial activities through its corporate Polska
Miedz Foundation' established in 2003. On
17 January 2006. the Wroctaw-Fabryczna Dis-
trict Court in Wroctaw, 9th Commercial De-
partment of the National Court Register de-
cided to grant the Polska MiedZ Foundation
the status of a public benefit organisation?.

Since 2008, the Polska MiedZ Foundation
has taken over the duties of the Charitable

Cecylia Stankiewicz

Committee® existing at the Management Board of KGHM.
In 2003 to 2011, the Polska Miedz Foundation and the
Charitable Committee have donated nearly PLN 90m to
institutions and individuals for social purposes.

The establishment of the Foundation was the continu-
ation of the Company’s pro-social activities as, from the
very outset of the copper industry in Lower Silesia, vari-
ous regional and national projects were financially sup-
ported by the Company. The Polska Miedz Foundation
continues such charitable activities but it has also strongly

Aleksander Marek Skorupa
Lower Silesia Voivode

KGHM Polska MiedZ S.A. is one of Poland'’s largest enterprises. Both its organizational policy and its
strategic business partnerships have an impact on the regional and national economy. However, we
should remember that it is the people behind the enterprise’s development who are the Company’s
most valuable capital. Together they have built the Company’s success — one of the greatest in the
history of the Polish economy since 1989. As the largest employer in Lower Silesia, KGHM takes special
care of its employees and clients, creating an appropriate work environment based on the subjective
treatment of people. The Company is a fair and honest business counterparty, and actively engages
in social and cultural matters. The Company's wide-ranging investments best reflect its responsibility
towards the region’s community. Active operations in the area of socially responsible business, pro-
moting social involvement and protecting the natural environment, is a reason to be proud and is an
example for other entities on the business market. As a member of the Council of the Polska Miedz
Foundation, I am glad that the Company is capable of sharing its capital, supporting valuable projects

Chairman of the Management Board of the Polska Miedz
Foundation

| have been with KGHM Polska Miedz S.A. since 1991 and with the Polska MiedZ Foundation since Au-
gust 2009, when | became the Chairman of its Management Board. In the past, | took part in charitable
campaigns but it was really only when | took the helm at the Foundation that | was able to become in-
volved in the most valuable and significant social projects, including, to name but one, the Lower Sile-
sian Volunteer of the Year Competition, on whose panel | sit.

The Foundation’s activities are consistent with our corporate social responsibility strategy, which in
practice means that, primarily, we give financial support to projects that are directly relevant to the in-
habitants of the Copper Belt and Lower Silesia. Health care and promotion is a priority for us. The dona-
tions made by the Foundation enable hospitals to purchase expensive equipment, expand their wards
or upgrade their specialist laboratories. However, what gives us the most satisfaction is the opportunity
to financially support specific patients and others in need. There are many disabled children among
them; we help them finance their physiotherapy and rehabilitation, medicines or expensive rehabilita-
tion holidays. Children brought up in local orphanages go on holiday every year thanks to our dona-
tions but they also become independent upon leaving the orphanage.

| hope that this first Corporate Social Responsibility Report will also illustrate our activities in the area of
promoting sports among children and young people, cultural, scientific and educational projects, as
well as those that are intended to preserve our regional heritage. Out of hundreds requests for financial
assistance that we receive from institutions and individuals we try to select those where financial assis-
tance is needed the most and that are of key importance.

1. Notarial Deed - Representations of establishing the Foundation (Repertory A No. 594/2003 dated 11 February 2003, § 4), drawn up at
the registered office of KGHM Polska Miedz S.A. in Lubin, at ul. M. Sktodowskiej-Curie 48. Registered on 21 March 2003 with the number
- KRS 0000154740).

2. WR.IX NS-REJ. KRS/650/6/229 of 17 January 2006 - KRS 0000154740.

3. KGHM'’s Charitable Committee has donated PLN 27 104 747.00 for social purposes throughout the period of its operation (2003 to 2008).

Corporate Social Responsibility Report 2010-2011

in the area of culture, education and sports.

intensified theme, in compliance with the Foundations Act
and the Act on Public Benefit and Volunteer Activities. The
arrangements in place have made it possible for the Com-
pany to spend its funds even more effectively. An orderly
spending system and a transparent procedure for alloca-
tion and accounting for donations is one of the Founda-
tion’s strengths, enabling it to effectively pursue its corpo-
rate social responsibility policy.

The Polska Miedz Foundation intends to maintain and fur-
ther consolidate its position as regional leader in pro-so-
cial activities. It has a good chance of achieving this thanks
to its transparent and orderly operating procedures, both
in the area of examining donation requests before mak-
ing a decision and in the area of accounting for and doc-
umenting them. Lists of institutional beneficiaries, the
donation grant rules and any and all regulations are dis-
closed on the Polska Miedz Foundation website together
with any and all other documents relevant to potential re-
questers and any other interested parties.

KGHM is steadily increasing the amount of funds
transferred to the Foundation: PLN 12.5m in 2010,
PLN 15m in 2011. The Foundation is the clear lead-
er in Lower Silesia and in Poland in pro-social activi-
ties: in 2003 to 2011 it assisted 1 385 institutional pro-
jects with PLN 50 600 449.28 and made donations of
PLN 37 088 520.43 to individuals.

In 2010 and 2011, the Polska MiedZ Founda-
tion, in line with its statutory objectives and to
the extent of available funds, endeavoured to
identify various social needs and assisted lo-
cal (457) and regional (220) projects and pro-
jects carried out in other areas of Poland and
abroad (40) with its donations.

Health care

Since its inception, support for health care
and promotion has been the Foundation’s
most important objective. In 2003 to 2011, the
Foundation made donations to various health
care institutions, located primarily in the Cop-
per Belt and Lower Silesia. In the years 2010
and 2011 alone, the Foundation spent PLN
12m on this. The funds were used to pur-
chase advanced medical equipment and
devices for hospitals, rehabilitation cen-
tres and other healthcare institutions. Ad-
vanced equipment makes it possible to con-
duct diagnostic tests and contributes to the
more effective prevention of many illnesses.

The Szpital Zespolu Opieki Zdrowotnej
(Healthcare Centre Hospital) in Lubin which
has received total donations of PLN 2.6m to
date, including a video duodenoscope and

KGHM POLSKA MIEDZ S.A.
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an X-ray machine bought by the hospital for
PLN 680 thousand in 2011, is one of the ben-
eficiaries of the Polska Miedz Foundation. The
Miedziowe Centrum Zdrowia S.A. (MCZ)
(Copper Health Centre) in Lubin can also
count on the Foundation’s financial support

each year. In 2010, the Gastroenterology Ward was upgrad-
ed: a video endoscope was purchased for PLN 200 thou-
sand. Whereas the outpatient clinics of the MCZ in Legni-
ca and Glogéw were gifted with PLN 400 thousand for the
purchase of digital sonographic scanners. A ‘da Vinci’ sur-
gical robot, the first of its kind in Poland, was purchased

Donations for institutions in 2010 and 2011

Project location

Donation
Donation purpose amount
PLN

Number of
projects Other areas

in Lower Silesia

Other prov-
inces of Poland

and abroad

1. Health care 6170 486.00 62 33 26 3
2. Protection of national heritage 5497 450.00 72 37 31 4
3. Science and education 2575205.31 154 97 43 14
4. Sports and physical culture 2803 363.00 162 131 27 4
5. Artand culture 1943 816.00 78 36 35 7
o E:‘Qﬁ‘g’;g}::;a' protectionand 125 666 00 28 20 7 1
7. Regional heritage 1179771.00 58 39 13 6
Other social activities 1269 336.00 103 64 38 1
TOTAL 22617 087.31 717 457 220 40

| ! | Prof. Tomasz Krecicki
.l Academic Teaching Hospital in Wroctaw

L

| have been collaborating with KGHM Polska Miedz S.A. in the area of healthcare for more than 20 years
now. Currently, | am a consultant on the Otolaryngology Ward of Miedziowe Centrum Zdrowia S.A. owned
by KGHM. There are a number of very good wards at the hospital, including the cardiology, oncology, gas-
troenterology and laryngology wards. Thanks to the assistance from KGHM and the Polska MiedZ Founda-
tion, the hospital has unrivalled medical equipment, including a high-quality computed tomograph.

Having collaborated with KGHM for many years, | have experienced the great commitment of the Polska
Mied? Foundation to health care and promotion in Lower Silesia. In 2011, the Foundation arranged and fi-
nanced free screening tests for the Copper Belt inhabitants for ear, nose, throat and larynx diseases. 1 200
people were screened as part of the programme, with the health of many of them being saved thanks to
the fact that they had been diagnosed with a disease. At the moment, the Polska MiedZ Foundation is run-
ning its 19th preventive programme, this time involving prostate diagnostics. | am happy that the Founda-
tion appreciates the need for prophylaxis, which very often makes it possible to diagnose a disease at an
early stage and cure it.

Corporate Social Responsibility Report 2010-2011

Donations

Donation purpose Amount

granted PLN
609977443 87.8
848 796.00 12.2
TOTAL 6948 570.43 100.0

1. Health care

2. Social service

for the Wojewodzki Szpital Specjalistyczny (Lower Sile-
sia Regional Hospital) in Wroctaw with financial assistance
from the Polska Miedz Foundation; such robots are used for
minimally invasive oncologic, gynaecologic, urologic and
transplant surgery. The Polska MiedZ Foundation has made
several donations to the Wroclaw-based specialist clinics
of the Medical Academy, including PLN 300 thousand for
the Department and Clinic for Gastrointestinal Tract and
General Surgery for the purchase of an endoscope to di-
agnose gastrointestinal cancers, PLN 180 thousand for the
purchase of specialist medical equipment for the newly es-
tablished endoscopy laboratory at the Second Department
and Clinic for Gynaecology, Obstetrics and Neonatology
which will make it possible to conduct prophylactic exam-
inations of gynaecologic diseases and conditions. In addi-
tion to the Copper Belt (Legnica, Lubin, Gtogéw), the Pol-
ska Miedz Foundation has provided financial assistance to
many other healthcare institutions in Poland, in Wroctaw,
Warsaw, Jawor, Winsko, Trzebnica, Géra, Sroda Slaska,
Bolestawiec, Ztotoryja, Wotéw, Lubiaz, Leszno and Scinawa.

Blood for those in need

Not only the Foundation but KGHM employees themselves
are also eager to help those in need. There are as many as
five Polish Red Cross clubs at the Company’s branches: the
Volunteer Blood Donors’ Club at the Gtogéw smelter (its
members donated blood, for instance, for patients of the
Clinic for Bone Marrow Transplants and Children’s Haema-
tology in Wroctaw), the “Drop of Life” Volunteer Blood Do-
nors’ Club at the Polkowice-Sieroszowice mine, the Volun-
teer Blood Donors’ Club at the Legnica smelter, the “Copper
Drop of Blood” Volunteer Blood Donors’ Club at the Rudna
mine, and the “Miner’s Heart” Volunteer Blood Donors’ Club
at the Lubin mine. Polska MiedZ Foundation supports them,
e.g. the Gtogéw club was donated PLN 9 730 in 2010, and
PLN 9 000 in 2011, for the promotion and operation of the
volunteer blood donation campaign. And PLN 3 000 was
given to the PCK club in Lubin, both for its statutory activi-
ties and for organising Volunteer Blood Donor Days in 2011.

Project location

Number of
donations Lower Silesia cher
provinces
2405 1664 617 87
520 486 65 6
2925 2150 682 93

The purchases of equipment and upgrades at
those healthcare institutions have contributed
to a significant improvement in the health of
many patients.

The Foundation did not limit itself to fi-
nancing the purchase of equipment but
has also initiated and supported many pro-
phylactic programmes (18 in total so far).
In 2011, free otolaryngological tests were per-
formed among the inhabitants of the Copper
Belt. The Foundation donated PLN 215 thou-
sand for the purpose.

Specialist laboratories have also been upgrad-
ed and the medical infrastructure expanded
using the Polska MiedZ Foundation’s fund-
ing. In 2010, the Foundation donated PLN Tm
for the addition of a hospital pavilion housing
the Emergency Ward, the Operating Room,

Volunteers want
to help

Every year, 10 thousand people are diagnosed with
blood cancer. One half of the blood cancer patients die
because they cannot find a bone marrow donor. And
they can’t find a donor because people don't know how
easy it is for them to save someone else’s life. Readiness
to help is the overriding objective of KGHM'’s Bone Mar-
row Team of volunteers. Some of the team members
donate bone marrow or explain what a transplant in-
volves, others run or ride a bike in special T-shirts to pro-
mote registering in the database of bone marrow do-
nors. The KGHM bone marrow bike team already has 12
members. There is also a team of marathon runners.

KGHM Polska Miedz S.A. in the region
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Foundation

R ry ar f ration Finan roj
activities — areas Statutory areas of operatio ‘ anced projects

4 Research and diagnostic programmes

# Blood donation and haemotherapy

¥ Upgrading specialist laboratories and expanding
HEALTH CARE 8 health care and promotion hospital wards

4 Purchasing equipment and specialist medical devices

o Supporting medical institutions and establishments

o Academic conferences and medical symposia

Foundation
activities — areas

o Equipment for educational laboratories, kindergartens,
primary schools, middle schools, secondary schools,
and universities

9 Scholarships and maintenance grants, prizes

& science and education
SCIENCE AND & tourism and recreation for
EDUCATION children and young people

#f Establishing new educational laboratories and upgrad-
ing the educational base

o Educational programmes
4 Scout camps, summer camps, sleep-away schools
o Academic symposia and conferences

& Academic publications, popular science and educa-
tional and training publications
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Statutory areas of operation ‘ Financed projects

#f | ong-term and comprehensive revitalisation of
religious and non-religious sites

o Promoting of mining and smelting traditions in the
Copper Belt

¥ Organising community-building meetings in order to
preserve mining and smelting traditions
o |ocal history
& preserving national traditions,
promoting all things Polish
and developing national, civil
REGIONAL and cultural awareness & Mining conferences and congresses
HERITAGE 8 supporting ethnic minorities # Documenting the history of the copper industry
& supporting European integration
and contacts and collaboration
between societies

# Organising St. Barbara'’s Day celebrations

o Celebrations to commemorate anniversaries of the
discovery of copper ore deposits by J Wyzykowski, DSc

& Promoting Lower Silesian regional identity

& Supporting institutions which promote mining and
smelting traditions

¥ Tourism and recreation for children and young people
from the former Eastern Borderlands of the Second
Polish Republic

o Ethnic minority festivals

& Supporting selected sports and sports clubs and
associations:
« Interschool and student sports clubs
« Sports associations and societies
- Country and village sports clubs
« Sports unions and federations, sports clubs
- Karate clubs and centres

SPORTS AND M promoting physical culture # Educational aspect of sports and physical culture (for
PHYSICAL CULTURE and sports children and young people)

¥ Promoting sports and physical culture among children
and young people

o Additions to sports and sports and recreation facilities
(construction of playing fields, gyms, playgrounds,
skate parks etc.)

o Upgrading sports and sports and recreational facilities
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& protecting cultural heritage # Conservation, revitalisation and rebuilding of historic
PROTECTING and tradition buildings
THE NATIONAL o proFectlng environmental #f Conservation of movable items in buildings
HERITAGE heritage .
& Purchases of valuable items for museums
o Protecting historic buildings, etc. against their
destruction
o Art and cultural events, including art exhibitions, the-
atrical plays, music and film festivals
M culture ¥ Music and video recordings, staging theatre plays and
ART AND CULTURE Mart making selected exhibitions
o Supporting film productions, art workshops
# Purchasing equipment for cultural institutions
o Fulfilling the tasks specified in the Health Promotion
and Environmental Hazard Prevention Programme of
KGHM Polska Miedz S.A.
¥ environmental and animal « organising prophylaxis and therapy holidays for
protection children and young people
ENVIRONMENTAL o rees;uleeand protection of ;V\é;rr::g;?r? p)tc;?tlsr?fl?sklllshtatlon and sport sessions
PROTECTION AND peop J
PUBLIC SAFETY M public order and safety and & Environmental education for children and young
counteracting social people
pathologies o Rescue and protection of people
- purchasing equipment for volunteer fire-fighters,
the Police
# Training and preventive activities
o Purchasing fuel, clothes, food for orphanages,
& social service, including institutions assisting .the homeless or ain;ts, charity
assisting families and individuals capteens, and providing food to underprivileged
in need, and creating equal children
OTHER SOCIAL opportunities for such families & Subsidised rehabilitation holidays, supporting physical
ACTIVITIES and individuals activity of the disabled, supporting occupational
& supporting the disabled therapy workshops
4 charitable activities # Financial and technical support for organising
charitable campaigns aimed at obtaining funds for
those in need of medical treatment
#f Purchasing medicines, treatment and rehabilitation for
the disabled
# Assisting with the purchase of rehabilitation and
o health care orthopaedic equipment (e.g. hearing aids, insulin
& social service, including pumps, wheelchairs, prosthetic limbs)
assisting families and individuals 8 Rehabilitation holidays, medical treatment abroad
INDIVIDUALS in need, and creating equal

& Eliminating architectural barriers in the apartments of

opportunities for such families disabled people

and individuals o .
# Assisting those leaving orphanages for them to

become independent
#f Purchasing school accessories and schoolbooks
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Prof. Wojciech Witkiewicz Zdzistaw Kurzeja

Head of the Lower Silesia Regional
Hospital in Wroctaw

Conservator, Lower Silesia,
Office for Protection of Historic Heritage

In 2010, our hospital purchased a Da Vinci surgical robot which is used for minimally invasive surgery;
the first hospital to do that in Poland. We were able to afford the purchase thanks to, among other
things, financial support from the Polska MiedZ Foundation. As demonstrated in recent years, health
care and promotion are some of the strategic objectives of KGHM Polska Miedz S.A. | know of many
healthcare institutions which have benefited from donations made by the Foundation in that they
have been able to purchase advanced medical equipment and devices, expand their infrastructure,
hold academic conferences or symposia, therefore | hereby thank the Foundation wholeheartedly for
the generosity and commitment and wish it many more years of work for the public good.

Since 1975, | have been following KGHM activities from the perspective of the influence of industrial ac-
tivities on historic heritage. Until recently, you could see mining damage in Polkowice and the damag-
ing impact of smelters on old parks. There have been fundamental improvements in that dire state of
affairs since the end of the 1980s. In my opinion, nowadays the Company is doing all that is necessary
to protect the environment and industrial damage is being eliminated. At this point, let me mention the
efforts of the Rudna Mine to secure, restore and conserve the sanctuary in Grodowiec, the Church of the
Archangel Michael in Polkowice, and the parish church in Sobin.

The list of historic buildings which have been financially assisted by KGHM is long and well-known to
general public. In the past, KGHM donated significant funds for the protection of national heritage,
while in recent years, the Polska MiedZ Foundation has been active in that area. All this makes conserva-
tor's happy.

The former abbey in Krzeszéw is at the top of the long list. The conservation of a church in Krzywa,
Chojnéw gmina, and the protection of the evangelical Church of Virgin Mary in Legnica against col-
lapse, have been accomplished with financial assistance from the Foundation. The palace in Gaworzyce,
which was on the way to total destruction, has been restored to its historic glory and the surrounding
park is appreciated by the inhabitants of the gmina.

the Anaesthetics and Intensive Care Unit, and a heliport, to
the Healthcare Centre Hospital in Gtogéw. The healthcare
activities of the Polska Miedz Foundation also involved do-
nations to finance medical conferences, conventions and
academic conferences. We draw your attention to the fact
that, in August 2008, the Foundation began to make finan-
cial donations for the purpose of saving life or health involv-
ing subsidised treatment, rehabilitation or rehabilitation

KGHM Polska MiedZ S.A. is a company which responsibly treats and supports the protection of Lower
Silesia, with its many architectural gems. The conservators appreciate that and anticipated that, in the
future, the next social initiative support programme will be carried out with at least the same verve.
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Fr. Jozef Lisowski, DD

Chancellor of Legnica Diocese Curia

The collaboration between KGHM Polska MiedZ S.A. and the Legnica Diocese (established in 1992) is
mainly rooted in shared commitment to the preservation of the cultural heritage of Lower Silesia, organi-
sation of education and recreation activities for children, young people and adults, and support for local
community initiatives.

The Diocese of Legnica manages more than a thousand historic religious buildings which require large
sums of money for revitalisation. The Polska MiedZ Foundation, as part of its charitable activities, financial-
ly supports many repair, refurbishment and conservation projects involving such buildings. Worth men-
tioning is the former Cistercian, baroque complex in Krzeszow which has the oldest image of the Virgin
Mary in Poland. We are grateful to KGHM Polska MiedZ S.A. and the Foundation for the close collabora-
tion, understanding of social needs, and assistance for the protection of the cultural heritage which the
population of Lower Silesia has inherited.

Corporate Social Responsibility Report 2010-2011

holidays, and purchases of rehabilitation and orthopaedic
equipment - to individuals.

Protection of national heritage

The Foundation financially supports many cultural
heritage protection initiatives in Lower Silesia, thus
contributing to improving the condition of many
historic buildings or even preventing their collapse.
In the years 2010 and 2011, the Foundation donat-
ed nearly PLN 5.5m for the conservation of historic
buildings. They were mostly religious buildings, e.g. the
collegiate church in Gtogéw, which received PLN 400
thousand for the restoration of the Lady Chapel in 2011
alone.

Other major projects supported by the Polska Miedz
Foundation were: the repair of the roof of St. Lawrence’s

Church in Przychowa (PLN 349 thousand in
2010) or the repair of the roof of the Archdio-
cese of Lviv building (PLN 374 thousand). We
also helped to save the former Cistercian ab-
beys in Lubiaz and Krzeszéw, considered
as masterpieces. For example, PLN 1.6m was
donated for the repair work in Krzeszéw in
the years 2010 and 2011 alone; thanks to that,
the Basilica of the Assumption of the Blessed
Virgin Mary and the Krzeszéw Calvary have
been restored. In the same period, the mon-
astery library was refurbished with financial
assistance from the Foundation at the former
Cistercian abbey in Lubigz. Moreover, the Pol-
ska Miedz Foundation financially supported
revitalisation work at the old Spa Park in Ku-
dowa Zdréj.

KGHM POLSKA MIEDZ S.A.
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Prof. Monika Hardygora

Chairman of the Management Board
of KGHM Cuprum Sp. z 0.0. Centrum Badawczo-
-Rozwojowe (Research and Development Centre)

Having been with the Wroclaw University of Technology for many years and on the Board of the Polska
MiedZ Foundation for several years, | have always emphasised the significant contribution of KGHM Pol-
ska MiedZ S.A. and the Foundation to activities which benefit Wroclaw's scientific and academic com-
munity. KGHM gets involved in many valuable initiatives by financially supporting the organisation of
conferences, academic events or purchases of devices which strengthen the research potential of aca-
demic centres. It is the only Polish company involved in international programs as part of the Federa-
tion of European Mineral Programs (FEMP). Every year, students of the Wroclaw University of Technol-
ogy get best thesis awards sponsored by the Polska Miedz Foundation.

Science and education

Using the cash donations made by the
Polska Miedz Foundation, of more than
PLN 2.5m, 154 projects were complet-
ed in the years 2010 and 2011. A consid-
erable part of those funds was spent
on subsidising tourism and recreation
for children and young people in sum-
mer and winter. Holidays organized every
year take form of camps or day camps and
are managed by local branches of the Chil-
dren’s Friends Society, the Polish Scouting
Organisation, community centres for under-
privileged children, associations, orphan-
ages and parishes. It is mainly underprivi-
leged children who go on such holidays
and, thanks to the Foundation'’s assistance,
they have an opportunity not only to go to
the seaside or to the mountains for the first
time in their lives but also to get to know the
rich Polish culture. In 2011, the Foundation
spent more than PLN 500 thousand on that,
including PLN 300 thousand donated to the
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Legnica Diocese branch of Caritas. Financial support
was provided to local scouting organisations in Lubin,
Zlotoryja, Legnica and Jawor. We draw attention to the
fact that we take scouting activities very seriously due to
their useful education and cultural role. The Foundation
purchased additional teaching resources, IT and multi-
media equipment for resource classrooms at educational
institutions and contributed to the upgrade of the sports
and recreation infrastructure. Thanks to the Foundation’s
donation of PLN 130 thousand. the University of Sci-
ence and Technology in Krakéw purchased 50 multi-
media projectors for its resource rooms, and the Musical
Academy in Wroctaw received PLN 100 thousand for the
purchase of a grand piano.

In addition to that, projects supported by the Founda-
tion have also included various conferences, seminars,
academic meetings, and numerous publications, includ-
ing an illustrated album on the life and achievements of
Maria Sktodowska-Curie “Moda na Sktodowska” (Sklo-
dowska is in Fashion) or the publication of “Encyklopedia
Solidarnosci” (Solidarity Encyclopaedia).

Sport and physical culture

The Polska Miedz Foundation pays particular atten-
tion to promotion of sport and physical culture among
children and young people. It strongly supports all
and any initiatives to improve the physical fitness of
young people undertaken by local institutions, asso-
ciations and sports clubs. In the years 2010 and 2011,
the Foundation donated about PLN 3m for the organi-
sation of a series of training sessions, various tourna-
ments and competitions, and sports summer camps.
Handball and football, the two most popular sports in
the Copper Belt could count on the highest financial sup-
port from the Foundation. In 2011, the regional sports
clubs and associations each received donations of PLN
100 thousand for handball training activities for children
and young people: Miejski Klub Sportowy “Zagtebie”,
Mlodziezowe Stowarzyszenie Pitki Recznej “Siodem-
ka” (Zagtebie City Sports Club, “Siédemka” Youth Hand-
ball Association) in Legnica and Stowarzyszenie Pitki
Recznej “Chrobry” (Chrobry Handball Association) in
Glogow. Moreover, the sports clubs and associations pur-
chased basic sport equipment and practice gear using the
funds provided by the Foundation.

The Polska Miedz Foundation is also committed to creat-
ing equal development opportunities for children and
young people and an adequate sports and recreation in-
frastructure in the Copper Belt by supporting the expan-
sion or upgrade of school sports bases, e.g. the rebuilding
of the basketball field in Dobrzejewice, Zukowice gmina,
or the provision of additional equipment for a new sports
hall in Biatoteka.

Jacek Rusek

Every day over 600 children and young people aged from 5 to 19 exercise in our club. We try to reach out
to the youngest generations, which is why we cooperate with kindergartens, where we conduct sports
classes in the form of play and recreation, “imprinting” good physical exercise habits as early as possible,
teaching the children, among other things, karate shotokan and swimming. Thanks to the support of the
Polska MiedZ Foundation we are able to conduct training, organise tournaments, enter competitions,
equip and supplement our training base. | am extremely pleased that the Foundation gives us funds for

Art and culture

In the years 2010 and 2011, the Foundation
made cash donations of nearly PLN 2m for
that purpose. 78 projects were carried out
using these funds, including 36 carried out
by cultural institutions in Glogéw, Legnica,
Legnickie Pole, Lubin, Prochowice, Kunice,
Mitkowice and Jawor. The beneficiaries in-
cluded various cultural associations, societies,
cultural centres, as well as museums, art galler-
ies and theatres. To mention some local cultur-
al events which are dear to us: the Legnica Sil-
ver Festival, the “Swiat pod Kyczera” (World
at the Foot of Mount Kyczera) Folklore Festi-
val, the Satyricon, or the “Legnica Cantat”
Polish Choir Competition. Using the Founda-
tion’s funds a series of chamber music events
titled “Jawor Peace Concerts” were organ-
ised. They were met with great interest and
appreciation on the part of the Copper Belt
inhabitants. The performance by the Rus-
sian Alexandrov Choir in Glogéow was yet
another great art event in 2011. The Founda-
tion donated PLN 150 thousand for its organi-
sation; it also assisted two Polish-Russian film
festivals: the Vistula Film Festival and the
“Sputnik over Poland” Film Festival. The
Wspotczesny Theatre in Wroclaw and the
Helena Modrzejewska Theatre in Legnica
receive financial assistance for the organisa-
tion of theatre promotion festivals every year.
We draw attention to the fact that the Founda-
tion has also supported initiatives for the pro-
motion of artistic and cultural activities among
children and young people; young people had
the opportunity to put their ideas into practice
and realize their dreams at art workshops.

President of the Karate Shotokan “TORA” Club in Legnica

sports enterprises, appreciating the need to exercise and promote a healthy lifestyle.
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Waldemar Krzystek

Film Director

| have been very lucky to spend my whole life in Legnica and later on in Wroctaw. | have all | need for my
work here: great locations, buildings from any historical period for shooting, history — a wealth of topics
and people whose lives are ready-to-use screenplays. Art is the best tool to build collective mind and
memory. It is easier to remember and know of facts and events if they are shown in books or films and
not in schoolbooks.

KGHM Polska MiedzZ S.A. is fully aware of these facts. It is thanks to their support that we held a first of its
kind casting call in Moscow for Little Moscow, where we identified such great actors as Svetlana Khod-
chenkova, Dima Ulyanov or Alexei Gorbunov. Little Moscow and, by that token, our region — Legnica,
reached audiences on all the continents. | admit, | am a local patriot. | have been doing projects associ-
ated with Lower Silesia for years and | have always been assisted in that by KGHM and the Polska Miedz
Foundation. Thanks to their significant support, we are producing our latest film, Fotograf (The Photogra-
pher). In my opinion, the Company is a reliable and socially responsible partner who has a thorough un-
derstanding of the need for and is great at performing tasks which involve cultural development in the
region, for which | am deeply grateful.

Jacek Gtomb

Director of Modrzejewska Theatre in Legnica

When we were working on The Orchestra, a play showing the lives of Copper Belt miners, | joked that it
was a present-day socialist realism film, a rebirth of the idea of an alliance between the world of labour
and the world of art. Then it occurred to me that there was nothing there to laugh at, that that was the
truth, a model situation. After all, we only tell true stories that are taking place at real locations in that play
— at mines’ waiting rooms, playing themselves. Thus, art crosses borders and becomes reality, a social
space which is of interest both to the management of KGHM Polska Miedz S.A. and to the Polska Miedz
Foundation, after all.

KGHM has been supporting the Modrzejewska Theatre in Legnica for years, in the first instance The Or-
chestra, a play which is set to contribute to the promotion of the Company’s image in Poland and abroad
for many years to come, theatrical education, unprecedented in Poland, provided every year to young
people of all age groups, and the Nowy Swiat Centre — the latest project of the theatre, whose objective
it is to create a meeting point for young people from various countries whose history is associated with
Legnica. All of these activities are assisted financially by our KGHM friends who are setting an example of
enlightened sponsorship, proving at the same time that the largest company in the region is socially re-
sponsible. Investment in culture is investment in the future and our donors know that very well.

Corporate Social Responsibility Report 2010-2011

Environmental protection and public safety

Having regard for the environment in which the in- assistance from the Foundation. We also
habitants of the Copper Belt live, the Polska Miedz draw attention to the fact that the Polska
Foundation has been involved in environmental and MiedzZ Foundation takes part in charitable
public safety initiatives for two years now. As part of initiatives to help victims of natural disas-
such initiatives, 28 projects were assisted financially, ters, for instance, in 2010, the Foundation
for PLN 1 177 660 in total. The majority of the donations financially assisted the organisation of
were spent on the purchase of advanced rescue and oth- a series of art events entitled “Hatda Jazz
er equipment for local volunteer fire-fighting teams, the Powodzianom” (Heap Jazz Aid for Flood
water rescue service and the police. Advanced equipment Victims), with the proceeds donated to the
purchases made it possible to improve the level of safe- victims of the flood in Bogatynia.

ty in the Copper Belt and enabled the institutions which
protect our life, health and property to operate efficiently.
The Polska MiedZ Foundation has also provided consid-
erable financial support for the operation of the Health
Promotion and Environment Hazard Counteracting
Programme of KGHM Polska Miedz S.A., involving proph-
ylaxis and medical treatment holidays for children and
young people, swimming pool rehabilitation and sport
activities, and lead level monitoring tests. In 2011, thanks
to the donations made by the Polska Miedz Foundation,
145 primary school students from the following gminas:
Zukowice, Krotoszyce and Kotla, attended sleep-away
schools. Nearly PLN 300 thousand were spent on that. In
addition to that, training and preventive activities were
carried out and environmental protection classes were
offered to children and young people thanks to financial

Andrzej Kowalski
President of the Ztotoryja Mining Tradition Society i

Thanks to the financial assistance from KGHM, every year we can hold “Dymarki Kaczawskie” in Lesz-
czyna in the vicinity of Ztotoryja which, through the presentation of old crafts, traditional smelting, or
obsolete trades reflects the history of Silesian copper.

In 2012, we opened the Mining and Smelting Town — an open-air museum in Leszczyna with finan-
cial assistance from the Polska MiedZ Foundation. The museum was recognised as the Tourist Discov-
ery of the Year 2012 in the open-air and other museums category. Now, students and lovers of history
have the opportunity to get to know the secrets and history of the mining industry, which has been
present in the Copper Belt for centuries. The open-air museum is to be an educational institution,
therefore | hereby thank the Company very much for its significant financial support for the rebuild-
ing and upgrade of the buildings, additional purchases for the Mining Tradition Room, and prepara-
tion of the educational “Leszczyna Trough” trail.
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ASSISTANCE ONLY THROUGH THE
FOUNDATION

As stated in the policy of the Management Board of
KGHM presented in the “Code of Best Practice for the

KGHM Group” introduced in 2009, Group companies
are not permitted to make direct donations to exter-
nal entities. They may only engage in charitable activ-
ities through the Polska Miedz Foundation to which
they transfer relevant funds. In 2009, the first agree-
ments with the Companies on the transfer of dona-
tions to the Foundation were executed. In the follow-
ing years, that policy was continued, therefore what
we have now in place at KGHM is an orderly system
for social-purpose donations.

Regional heritage

Fostering mining and smelting traditions
in the Copper Belt is very important for
the identity of our region, therefore the
Polska Miedz Foundation is very accom-
modating about promotion of the cop-
per industry; in the years 2010 and 2011
it provided financial assistance of about
PLN 1.2m for that purpose. It is, among

others, thanks to the Foundation’s assistance that annual
St. Barbara’s Day celebrations and celebrations to com-
memorate anniversaries of the discovery of copper ore
deposits by Jan Wyzykowski, DSc, could be held. Such cel-
ebrations were prepared by local social and cultural asso-
ciations for the inhabitants of the Copper Belt, e.g. the Jan
Wyzykowski Association in Sieroszowice, the Friends of
the Lubin Region Society. The Ztotoryja Mining Tradition
Society has been assisted financially for many years now;
it received large financial support for the construction of
the Mining and Smelting Town - an open-air museum in
Leszczyna in the vicinity of Ztotoryja. The total amount do-
nated for that purpose in the years 2003 to 2011 was PLN
385 thousand.

Other social activities

As part of its pro-social activities, the Polska Miedz
Foundation uses its best efforts to counteract social
exclusion of disabled or underprivileged individu-
als and families. In the last two years, the Founda-
tion donated more than PLN 1.2m to institutions and
more than PLN 800 thousand to individuals for that
purpose.

A considerable number of projects supported by the
Foundation are projects involving the disabled. Thanks
to the financial support from the Foundation, rehabili-
tation holidays were subsidised, rehabilitation equip-
ment was purchased for care and therapy centres, and
equipment was purchased for occupational therapy
workshop institutions. In 2011, the Promyk Workshop

Institution in Lubin was donated PLN 50 thousand. The Pol-
ska Miedz Foundation also financially supported the meal
sponsorship programme for the homeless and the poor
operated by charity canteens and made Christmas dona-
tions, including donations for the preparation of Christ-
mas gifts for children. It also financed the purchase of fuel,
shoes and clothes for orphanages, single mother’s homes,
and individuals. Moreover, cash donations were made to
numerous families, single mothers, people dependent on
social services, and were also spent on the purchase of
school starter kits for children from the poorest families,
the financing of the repair or rebuilding of homes of vic-
tims of flood, fire, and those leaving orphanages.

SPONSORING IN THE REGION

KGHM's sponsoring activities do not have any marketing sig-
nificance, as the Company’s end products are not of inter-
est to the ordinary retail customer. Therefore, the Company
builds its image by becoming involved in projects which are
useful and important for its environment. The sponsoring
built into KGHM'’s promotional policy is also a form of com-
munication with the environment. By sponsoring many im-
portant cultural, academic or sport projects, KGHM Polska
MiedZ S.A. meets the community’s expectations. As part
of its sponsoring projects, KGHM co-finances conferences,
symposia or other events which are intended to make the in-
dustry and the academic community work more closely to-
gether, as well as sport events (including the Zagtebie Lubin

The total sponsorship
expenditure in the years
2010-2011 was more than

PLN 45 miillion.

sports club). The total sponsorship expendi-
ture in the years 2010 and 2011 was more than
PLN 45m.

KGHM is a sponsor of professional sports. The
Company views sport as an important aspect
of social life, therefore it supports both pro-
fessional sport of the highest class and youth
sport. As a sponsor, KGHM is involved in financ-
ing of Zagtebie Lubin S.A., supports the Inter-
national Piast Cross-Country Skiing Compe-
tition in Szklarska Poreba-Jakuszyce, and the
Piast Trail Cycling Race.

Zbigniew Warczewski
President of the Palium Foundation and Association

This hospice, which operates in Lubin, is a gift of the Lubin community, KGHM, and the Lubin Mu-
nicipality. The idea of its construction occurred to members of the Legnica-Lubin-Gtogéw Lions
Club, with the participation of KGHM Polska MiedzZ S.A. representatives, as early as in 1996 and the
financial support from the copper concern was already provided at the stage of preparation of the
technical documentation for the institution.

Our partnership with the Polish Copper Foundation began in 2003 when we received financial sup-
port for the purchase of medical equipment for the hospice. In 2009, we decided to expand our pal-
liative care base. It was then that we received friendly support from the Foundation, which made it
possible to very quickly build the second pavilion; much bigger and of a higher standard. This joint
investment project demonstrates the generosity and sensibility of the copper region’s community.
Our Lubin hospice is a monument for posterity and clearly demonstrates the social responsibility of
the copper company.
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Bogdan Rzepka
Chairman of Lower Silesian Cycling Association

KGHM Polska Miedz S.A. has been supporting our Piast Trail International Cycling Race for a few
dozen years now. We are happy that the Company appreciates the importance of sport in shaping
the recreation culture of adults and its educational role for young people. Young Lower Silesian
cyclists can compare their skills against professional foreign teams during the race. We are aware
of the fact that KGHM Polska MiedZ S.A. products are of no interest to the ordinary retail customer;
that is why we appreciate the Company's involvement in sport projects for the region’s inhabitants
even more.
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Marek Bestrzynski
Chairman of Management Board of Zagtebie Lubin S.A.

KGHM significantly supports and gets involved in our projects targeted at the inhabitants of the Cop-
per Belt, including the Company’s employees.

Thanks to the support from the Company, which promotes a healthy lifestyle, active recreation and
sport, the Club can ensure professional conditions for development in sport and intellectual terms
to youth football groups. Those coming through the youth ranks of Zagtebie Lubin S.A. are not only
the children of employees of the KGHM Polska Miedz S.A. Group SA, but also of others in our regions.
KGHM's financial involvement makes it possible for our company to implement our flagship project,
i.e. the Academy of the Young Footballers of KGHM, which is ultimately supposed to operate us-
ing a modern youth training system based on proven European standards.

The Club and the Polska MiedZ Foundation work together on the promotion of sports and a healthy
lifestyle among the inhabitants of the Copper Belt. The support we receive from KGHM Polska
MiedZ S.A. also makes it possible for former players to group around Zagtebie and to document the
rich history of a few dozen years of the most titled football club in the Copper Belt and Lower Silesia.

Welcome to the club

Zaglebie Lubin plays a special role in
KGHM'’s sponsoring strategy. Since the
1960s, Zagtebie has been closely related to
KGHM Polska Miedz S.A., which finances its
operation to a significant extent. In 1998, the
club, which had operated as an association,
became a sport joint-stock company. In 2007,
KGHM acquired all the shares in the compa-
ny. In the following year, the club changed
its name to Zagtebie Lubin Spétka Akcyj-
na, the name it has been using to this date.
Since 2007, the main team has been using the
name KGHM Zagtebie Lubin.

Zagtebie matches draw thousands of fans,
including many employees of the copper
company, to its modern stadium built us-
ing KGHM funds. As the Company’s miners
and smelters and their families attend these
matches, the sponsoring of Zagtebie plays a
crucial role in building internal relations be-
tween employees, the employer and the re-
gion. An important social and community
aspect of the club sponsored by KGHM is its
work with young people. In 2010, the teams
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of senior juniors and young juniors played in the Polish
Championship’s final round. The senior juniors won the
final and defended their last year’s Polish Champion title,
and their younger colleagues took the fourth place. Today,
about 200 young players aged 7 to 19 train at the club. The
club also collaborates with schools, managing football
classes at primary and middle schools and operating a sec-
ondary sports school.

The club also intends to develop a model youth training
system which envisages a uniform training process mod-
elled on Zagtebie, a chain of schools, and partner clubs
(Young Talent Academy). The YTA is intended as an ex-
ample of an investment which combines the interests of a
sports club with the common good, which is the creation
of a strong national Polish team. Ultimately, the new brand
should attract sponsors to the club focusing on talented
young people.

The club also intends to make greater commercial use of
the Dialog Arena Stadium. The proposed events are in-
tended to make it a place which is well known in the re-
gion, and the whole of Poland, for great shows and, by
that token, to associate the KGHM brand with supporting
and integrating the local community.

What’s new in culture

The Company is perceived as a sponsor of art and culture.
KGHM Polska Miedz S.A. participates in organising and
sponsoring significant projects intended for the region-
al community and the whole of Poland. In 2010 and 2012,
KGHM sponsored, among others, the Vistula Polish Film
Festival in Russia, the SREBRO Silver Festival, Dymarki Kac-
zawskie, the “Music from the Besieged City” Festival, the
Theatre in Lubin, the operas: “Prince Igor” and “Fiddler on
the Roof”, “The Polish Music Weekend in Beijing”, the “Sput-
nik over Poland” Russian Film Festival, and the premiere of
the film To byt czas (That Was the Time).

For academic world

KGHM Polska Miedz S.A. is also active in the area of schol-
arship. It supports universities and scientific and academic
institutions, forging closer links between the industry and
the academic community. The Company provides finan-
cial and technical support to projects involving problems
that are being solved for the benefit of KGHM and the re-
gion. In 2010 and 2011, KGHM was involved in both organ-
isational and financial terms in various academic confer-
ences and symposia, including:

Sponsoring expenditure PLN thousand

30000

Sport Science Culture

................................................................................................................................................................................................................................................................................................. KGHM Polska Miedz S.A. in the region

1 School of Underground Exploitation;

1 24th International Copper Conference;

# Polish Forum of Listed Company
Managements;

¥ Copper Oncologic Workshops;

¥ “Energy Market Customers” Conference;

¥ Wroctaw Global Forum;

¥ European Economic Congress;

4 “Key Mining Problems in the EU”
Conference;

¥ “Polska Miedz with science into the fu-
ture” Forum;

¥ Conference on “Sustainable production
and consumption of mineral resources
in Europe - integration of social aspects
and rational use of resources”;

¥ Conference on “Mining heritage and his-
tory and the use of old mines”

o Lower Silesian Science Festival; confer-
ence on “Integrated approach to growth
- a key to an intelligent, sustainable and

inclusive Europe”; and
¥ Lower Silesian Political and Business Fo-
rum in Krzyzowa.
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GRI Index

GRI G3.1 Indicators

Profile Indicators

Strategy and Analysis

1.1

Statement from the most senior decisionmaker of the organization (e.g., CEO, chair, or
equivalent senior position) about the relevance of sustainability to the organization and its
strategy

Organizational Profile

2.1

Name of the organization.

10

2.2

Primary brands, products, and/or services.

11,20

23

Operational structure of the organization, including main divisions, operating companies,
subsidiaries, and joint ventures.

13

24

Location of organization’s headquarters.

10

25

Number of countries where the organization operates, and names of countries with either
major operations or that are specifically relevant to the sustainability issues covered in the
report.

32-33,59

2.6

Nature of ownership and legal form.

10

2.7

Markets served (including geographic breakdown, sectors served, and types of customers/
beneficiaries).

33,59

2.8

Scale of the reporting organization, including:

o Number of employees;

o Number of operations;

o Net sales (for private sector organizations) or net revenues (for public sector
organizations);

#f Total capitalization broken down in terms of debt and equity (for private sector
organizations); and

¥ Quantity of products or services provided.

21, 26,65

29

Significant changes during the reporting period regarding size, structure, or ownership

including:

M The location of, or changes in operations, including facility openings, closings, and
expansions; and

8 Changes in the share capital structure and other capital formation, maintenance, and
alteration operations (for private sector organizations).

32

2.10

Awards received in the reporting period.

27

Report Parameters

3.1

Reporting period (e.g., fiscal/calendar year) for information provided.

33

Reporting cycle (annual, biennial, etc.)

34

Contact point for questions regarding the report or its contents.

116

Report Scope and Boundary

35

Process for defining report content, including:

¥ Determining materiality;

4 Prioritizing topics within the report; and

o [dentifying stakeholders the organization expects to use the report

3.6

Boundary of the report (e.g., countries, divisions, subsidiaries, leased facilities, joint ventures,
suppliers).

3.7

State any specific limitations on the scope or boundary of the report

n/a

3.8

Basis for reporting on joint ventures, subsidiaries, leased facilities, outsourced operations,
and other entities that can significantly affect comparability from period to period and/or
between organizations.

18,32-33

GRI Content Index

3.12

Table identifying the location of the Standard Disclosures in the report.

114-115

Governance

4.1

Governance structure of the organization, including committees under the highest
governance body responsible for specific tasks, such as setting strategy or organizational
oversight.

12
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4.2 Indicate whether the Chair of the highest governance body is also an executive officer
(and, if so, their function within the organization’s management and the reasons for this 12
arrangement).
43 For organizations that have a unitary board structure, state the number and gender of
members of the highest governance body that are independent and/or non-executive 12
members.
44 Mechanisms for shareholders and employees to provide recommendations or direction to 12
the highest governance body.
Stakeholder Engagement
4.14 List of stakeholder groups engaged by the organization. 37
4.15 Basis for identification and selection of stakeholders with whom to engage. 37

Economic Performance Indicators

Aspect: Economic Performance

EC1 Direct economic value generated and distributed, including revenues, operating costs,
employee compensation, donations and other community investments, retained earnings, 26
and payments to capital providers and governments.

EC3 Coverage of the organization’s defined benefit plan obligations. 69

Aspect: Market Presence

EC5 Range of ratios of standard entry level wage by gender compared to local minimum wage

at significant locations of operation. 65

Environmental Performance Indicators

Aspect: Materials

EN1 Materials used by weight or volume. 20
Aspect: Energy

EN3 Direct energy consumption by primary energy source. 88

EN4 Indirect energy consumption by primary source. 88

EN7 Initiatives to reduce indirect energy consumption and reductions achieved. 88

Aspect: Water

EN8 Total water withdrawal by source. 86

Aspect: Emissions, Effluents, and Waste

EN16 Total direct and indirect greenhouse gas emissions by weight. 84

EN22 Total weight of waste by type and disposal method. 86-87

Labor Practices and Decent Work Performance Indicators

Aspect: Employment

LA1 Total workforce by employment type, employment contract, and region, broken down by 65
gender.

LA2 Total number and rate of new employee hires and employee turnover by age group, gender, 65
and region.
Aspect: Labor/Management Relations

LA4 Percentage of employees covered by collective bargaining agreements. 65
Aspect: Training and Education

LA10 Average hours of training per year per employee by gender, and by employee category. 72,73

Society Performance Indicators

Aspect: Corruption

SO4 Actions taken in response to incidents of corruption. n/a

Aspect: Compliance

SO8 Monetary value of significant fines and total number of non-monetary sanctions for

noncompliance with laws and regulations. =

KGHM POLSKA MIEDZ S.A.
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KGHM POLSKA MIEDZ S.A.
ul. Marii Sktodowskiej-Curie 48, 59-301 Lubin, Poland
tel. +48 76 74 78 200, fax +48 76 74 78 500
www.kghm.pl
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