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Major Management Board decisions in the past year

Development of Company strategy in the years 2009-2018
Development of crisis procedures and programs to enable the 
Company to operate in a deep global recession
Commencement of projects to improve the Company’s cost
effectiveness (Centralization of Purchases, Effectiveness
Program)
Improvement in core business productivity (maintain the level of 
production from internal materials as in past years, passage of 
decisions on modernization of the Ore Enrichment Plants and the 
smelters, including modernization of pyrometallurgy at the 
Głogów smelter)
Increase of the Company’s stake in Polkomtel SA
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Continuation of KGHM Polska Miedź S.A. Strategy

Improving
productivity

– Investments in new
technology

– Modernisation of 
infrastructure

– Optimalisation of 
production 
procedures and 
organisation

Developing the 
resource base

– Developing the deep 
deposit mining system

– Searching for new 
local deposits

– Takeovers in the 
mining sector

– Intensifying the 
processing of scrap

Diversifying
sources of revenues
and independence
from energy prices

– Continued investment 
in the telecoms sector

– Entrance into the 
power sector

Regional support
– Creating jobs by 

utilising the 
infrastructure of 
KGHM Letia

– Supporting regional
sport, health, arts, 
science and the 
environment

Reversing the
trend of rising costs

Reversing the
trend of rising costs

Increasing annual
copper production

to around 700 
thousand tonnes

Increasing annual
copper production

to around 700 
thousand tonnes

~ 30% of revenues
from non-core

business activities

~ 30% of revenues
from non-core

business activities
750 new jobs, growth

in social activities

750 new jobs, growth
in social activities
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KGHM Polska Miedź in the first half of 2009

Net profit after 6 months PLN 1 473 mln PLN, triple the amount forecast in the 2009 Budget
– Due to improved financial results, in May the Company published an updated forecast assuming a net profit of PLN 1 906 million

Dynamic increase in price of KGHM Polska Miedź S.A. shares
– In the first half of 2009 investment in the Company’s shares resulted in one of the highest levels of return on the Warsaw Stock Exchange 

(with shares increasing 270 percent)
Impact of hedging

– As a result of its risk management policy the Company achieved a positive result on derivative instruments in the first half of 2009 (PLN 377 
million). 

– The hedged position built in the first half of 2009 enabled the Company to alleviate the impact of the drastic fall in copper prices from nearly 9 
thousand USD/t to less than 3 thousand USD/t. 

– The purchase of put options on the USD/PLN market while the PLN remained strong enabled the Company to participate in the strong
weakening of the PLN versus the USD in the second half of last year. 

– The Company was not exposed to the effects of „toxic currency options”, which Polish companies have to deal with.
Central Purchasing Office – continuation

– The Central Purchasing Office is responsible for expanding the scope of suppliers and contractors and for carrying out tenders for KGHM 
Polska Miedź S.A. Currently the CPO is managing tenders for centralised purchases and electronic auctions, as the concluding stage to 
tenders organized in the Divisions and in the companies of the Group, and as the result of actions taken, 2008 savings versus 2009 amount to 
PLN 200 million

Dividend
– The Ordinary GM resolved to pay a dividend from 2008 profit of PLN 2 336 million (the payout ratio at the dividend record date was 13.4%)

Effectiveness Program
– Sources of improved effectiveness were identified and their potential to improve effectiveness was calculated
– An implementation team was trained
– 3 pilot programs are currently being implemented at all stages of production and employment policy is being analysed
– Completion of the pilot implementation phase will be accomplished by September 2009

Increase in provision for annual bonus
– Due to improvement in the projected financial results of the Company, it was decided to increase the provision for the annual bonus from the 

8.5% assumed in the Budget to 14.5%. The increase in the provision affecting the first two quarters of 2009 was charged to the costs of the 
second quarter

Improvement in ore quality
– An increase in copper content in ore from 1.60% in the first half of 2008 to 1.68% 

during the first 6 months of 2009
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Macroeconomic conditions

Copper price
USD/t

Silver price
USD/troz

Exchange rate
PLN/USD
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6M '09: 4 046 USD/t
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6M'09: 3,36 USD/PLN
6M'08: 2,29 USD/PLN

6M'09: 13 547 PLN/t
6M'08: 18 473 PLN/t

* To 13 August 2009
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Production results

Copper production 
in concentrate

(‘000 t)

Electrolytic copper 
production

(‘000 t)

Metallic silver 
production

(t)

Ore extraction
(mln t d.w.)

106 111 112

213 223

436

IIQ'08 IQ'09 IIQ'09 6M'08 6M'09Projection
2009

7,4 7,7 7,4

15,0 15,2

29,1

IIQ'08 IQ'09 IIQ'09 6M'08 6M'09Projection
2009

An increase in copper content in ore from 1.60% to 1.68%

Of which from 
purchased copper –

bearing material

308 313 295

600 607

1 159

IIQ'08 IQ'09 IIQ'09 6M'08 6M'09Projection
2009
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Financial results (million PLN)

6M'08 6M'09 Nominal
change

%change
6M'08=100

Projection
2009

Realiz. 
(%)

Sales 6 031 5 099 (932) 85 9 065 56
Incl. adjustment of revenues due to
hedging transactions 4 488 483 x 115.7 639 76

Operating costs 3 811 3 642 (169) 96 7 130 51

Net profit on sales 2 220 1 457 (763) 66 1 935 75

Result of other operating activities (26) 309 335 x 356 x 9.4

Operating profit 2 195 1 766 (428) 80 2 291 77

Result on financing activities (18) -19 (1) 106 (34) 56

Profit before tax 2 177 1 747 (429) 80 2 257 77

Taxation 362 275 (87) 76 351 78

Profit for the period 1 815 1 473 (342) 81 1 906 77

EBITDA 2 426 2 034 (392) 84 2 843 72
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Change in financial result (million PLN) 6M’09 versus 6M’08

* Effect on revenues from sales

H1 2009 net profit lower by PLN 342 million than for H1 2008
Lower prices: 
- copper from 8 108 USD/t to 4 046 USD/t 
- silver from 17.38 USD/troz to 13.17 USD/troz

of which:
• change in adjustment of revenues from +PLN 4  to +PLN 488 million
• decrease in loss due to measurement and realization of derivative

instruments from PLN (168) million to PLN (111) million

• negative change (decreasing total cost) due to settlement of 
inventories valuation done at end-2008 and an increase in
inventories of internal concentrates (due to general
maintenance of the flash furnace at the Głogów smelter)

• an increase in costs by type of PLN 55 million due to labor
costs, including costs of additional premiums and energy
alongside a simultaneous decrease in the cost of external
concentrates

Change in
exchange rate

from 2.29 USD/PLN 
to 3.36 USD/PLN

1 815 541 1 473

2 584

-311
165

-3 645

237
87

6M'08 Exchange
rate*

Prices of
Cu, Ag,

Au*

Sales volume
of Cu,

Ag, Au*

Hedging Total
cost of

products
sold

Taxation Other 6M'09

Lower volume of copper sales
from 265 thousand tonnes to 
244 thousand tonnes with an
increase in silver sales from
563 tonnes to 628 tonnes
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Risk management

USD (mln)

Bought put optionsBought put options 4 4 
700700

CollarCollar ((buybuy put, put, sellsell call) call) 
4 500 4 500 –– 5 7005 700

SeagullSeagull ((sellsell put, put, buybuy
put, put, sellsell call) call) 
3 500 3 500 –– 4 700 4 700 –– 6 5006 500
*avg. USD/t strike price*avg. USD/t strike price
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II half 2009 2010

192

270

180

240

120

4.8

3.6

II half 2009 2010

Hedging by segment (at 30 June 2009)
Results on hedging transactions and 

Company revenues (mln PLN)

* fair * fair valuevalue of of openopen derivativesderivatives atat 30 30 JuneJune 20092009

BoughtBought putput optionsoptions 12.012.0
Bought put options average weighted hedgeBought put options average weighted hedge
2.622.62

CollarCollar ((buybuy put, put, sellsell call), call), 2.91 2.91 –– 3.803.80

CollarCollar ((buybuy put, put, sellsell call), call), 2.94 2.94 –– 3.603.60

CollarCollar ((buybuy put, put, sellsell call), call), 3.20 3.20 –– 4.404.40

CollarCollar ((buybuy put, put, sellsell call), call), 3.30 3.30 –– 4.304.30

In the first half of 2009 the result on derivative
instruments amounted to PLN 377 million

Open derivative positions amount to PLN 240 million

39

39

30

39

II half 2009 I half 2010

BoughtBought putput optionsoptions 14.014.0

**avgavg. USD/. USD/troztroz strikestrike priceprice

Revenues from sales

Result on hedging
transactions
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126%
110%

139%

48%
52%

50%

72%
77%
77%

75%

51%
56%

51%
52%

0% 50% 100% 150%

Realisation of financial results Projection published
on 14 May 2009

COPPER PRICES (LME)

EXCHANGE RATE (NBP)

COPPER PRICES IN PLN

ORE EXTRACTION (d.w.)

COPPER PRODUCTION IN CONCENTRATE
ELECTROLYTIC COPPER PRODUCTION 

SILVER PRODUCTION

REVENUES FROM SALES
BASIC OPERATING COSTS

NET RESULT ON SALES
OPERATING PROFIT

PROFIT FOR THE PERIOD

EBITDA

Time frame

* Published on 14 May 2009
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Realisation of Company projections

The Company has achieved 56% of its planned revenues from sales for 
2009. This high realisation of revenues is in line with projections, 
reflecting the positive impact of hedging onrevenues in the first half and 
the prudent assumptions with respect to macroeconomic conditions in
the second half of 2009. 
The Company is currently working on an adjusted Budget for 
2009, reflecting: 

the results of the first half, 
the impact of the decision of the General Meeting to pay out a 
dividend for 2008, and 
updated macroeconomic, production and investment assumptions . 

The adjusted Budget will reflect the improvement in macroeconomic
conditions and an increase in production from purchased copper-
bearing materials in the second half, with an unchanged level of 
production from internal concentrates.

* Published on 14th may 2009
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3 769

3 604
3 763 3 818

-2146

812 672

884 955

1 182 1 303

478 479
232 268153 123

Costs by type (million PLN)

An increase in costs by type versus the first six months of 2008 by PLN 55 million, i.e. by 1%
A decrease in total cost of products sold by PLN 165 million, i.e. by 4%

COSTS BY 
TYPE

CHANGE
(use of 

inventories)

TOTAL COST OF 
MANUFACTURED 

PRODUCTS

EXTERNAL 
CONCENTRATES

EXTERNAL 
SERVICES

LABOR 
COSTS

DEPRECIATION

OTHER 
MATERIALS, 

FUEL AND 
ENERGY

TAXATION 
AND FEES

COSTS BY 
TYPE

CHANGE
(use of 

inventories)

TOTAL COST OF 
MANUFACTURED 

PRODUCTS

6M’08 6M’09
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-140

122

80

36

-31

-12

Change in costs by type (million PLN) 6M’09 versus 6M’08

An increase in costs by type versus the first six months of 2008 by PLN 55 million, i.e. by 1%

Including PLN 113 
million due to the 
additional employee
bonus in the amount of 
PLN 5 thousand per 
employee

Higher energy costs
due to higher purchase
price of electricity with
delivery by 29%

Including a lower value
of copper-bearing
materials used in the 
production of cathodes
alongside an increase
in costs due to the 
purchase of other
materials used in the 
production of silver, 
wire rod and lead

External concentrates

Labor costs

Electricity

Depreciation

Taxation and fees

Other

Change in costs by type
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Unit cost of electrolytic copper production (PLN/t)

11 684

2 002

13 685 13 325

2 779

10 547
6M'08 6M'09

2 351

12 630
10 279

3 274

13 131
9 8576M'08 6M'09

Total cost

Cost of internal concentrates

-10%

+39% -3%

-4%

+39% +4%

Total unit cost of 
electrolytic

copper
production

Value of anode
slimes

Total
pre-precious metals

credit cost

Due to the stages involved in the electrolytic copper production process and to the 
methodology of mutual settlement between the Divisions of KGHM Polska Miedz S.A., the 
effects of wage decisions which were accounted for in operating costs in the second 
quarter of 2009 were not fully charged to unit copper production costs. Recognition of the 
entire amount of costs in the “cost of sales” (costs by function) format will be made in the 
third quarter.
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An increase of cash and cash equivalents in the first half of 
2009 of PLN 528 million, i.e. by 29%

Cash flow (million PLN)

Including net profit (+1 473)

Of which:
• Tangible investments (-606)
• Dividends received (+91)

1 156

2 322

1 794

-15
-613

At 1.01.2009 From
operating activities

From
investing activities

From financing activities
and exchange differences

At 31.06.2009
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Realization of investment plan (million PLN)

In the first half 39% of the investment plan for 2009 
for tangible investments was achieved

Budget/Projection
2009

Of which:
• PLN 60 mln – construction of steam-gas blocks
• PLN 75 mln Management Board reserve – studies and 

analyses

Smelting

Other

Mining
47%

38%

3%

Execution
6M’09

Advance on calendar after 6 months: 50%
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Share of Parent in consolidated results

Consolidated financial result (million PLN)

Parent
result

6M'08 6M'09 6M'09
Sales 6 751 5 612 5 099 91%

Operating costs 4 515 4 146 3 642

Net profit on sales 2 236 1 466 1 457

Result of other operating activities (272) (8) 309

Operating profit 1 964 1 459 1 766 121%

Net financing cost (25) (26) (19)
Share in profits of Associates
valued by the equity method

153 145 x

Profit before tax 2 091 1 577 1 747

Taxation 372 286 275

Profit for the period 1 719 1 291 1 473 114%

EBITDA 2 294 1 821 2 034 112%

Consolidated
result
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Thank you . . .


	Contents
	Major Management Board decisions in the past year
	Continuation of KGHM Polska Miedź S.A. Strategy
	KGHM Polska Miedź in the first half of 2009
	Macroeconomic conditions
	Production results
	Financial results (million PLN)
	Change in financial result (million PLN)
	Risk management
	Realisation of financial results
	Realisation of Company projections
	Costs by type (million PLN)
	Change in costs by type (million PLN)
	Unit cost of electrolytic copper production (PLN/t)
	Cash flow (million PLN)
	Realization of investment plan (million PLN)
	Consolidated financial result (million PLN)
	Thank you . . .

