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USEFUL TERMS AND ABBREVIATIONS

Adjusted EBITDA
(Earnings Before Interest,
Taxes, Depreciation and
Amortisation)

Barren rock

BAT
(Best Available
Technique)

BREF

Cost of producing
payable copper (C1)

Copper cathodes
Copper concentrate

Copper wire rod

OFE rod
Deposit/Orebody
Electrolytic copper

Electrolytic copper
refining technology

Electrorefining

Flotation (ore
enrichment)

Flotation tailings
ISO

LTIFR«HMm
(Lost Timelnjury
Frequency Rate)

Mine excavation
Muck

NBP

Net debt

Ore

Payable metal

Pillar (mining)

Profit on sales plus depreciation/amortisation recognised in profit or loss and recognition/reversal

of impairment losses on non

-currentassets. T h e

of EBITDAs of individual operating segments

Rock which accompanies the extraction of mineral ore and is not considered as useful

KGHM Pol

s ka

Mi

edz S. A.

Best Available Technique, as defined in Directive 96/61/EC, means the most effective and advanced
stage in the development of activities and their methods of operation which indicate the practical

suitability of particular techniques for providing in principle the basis for emission |

imit values

designed to prevent and, where that is not practicable, generally to reduce emissions and the
impact on the environment as a whole

JBAEFBnicedocumentj, the

reference

document of be

Unit cash cost of producing payable copper, reflecting ore mining and processing costs, transport
costs, the minerals extraction tax, administrative expenses during the mining phase and smelter
treatment and refining charges (TC/RC) less by-product value. C1 costis in regard to payable copper

in own

Gorda S.C.M.

concentrate in
products of individual mines of the segment KGHM

t he

case of
INTERNATIONAL LTDand the segment Sierra

t he

segment

The basic form of electrolytically -refined copper; the product of electrolytic copper refining

The product of enriching low -grade copper ore

Drawn copper rod, usually with a diameter of 6

the cable industry

Oxygen-free copper wire rod produced at the Cedynia

Natural collection of minerals in the earth, arising as a result of various g

The product of electrolytic copper refining

-12 mm, universally used as a starting material in

Wire Rod Plant using UPCAST technology

eological processes

A process involving the electrolytic refining of metal, in this case copper. The periodic removal of
is required to maintain the level of contaminates at an acceptable level,

portions of the electrolite
which is the one of decisive factors determining the quality of electrolytically

contaminated electrolyte and slimes are used as the raw materials in the recovery
metals accompanying the copper, such as silver, gold, selenium and nickel

-refined copper. The

of some of the

The process of electrolising dissoluble anodes which are produced from refineable alloys. During

this process refined metal is collected on starter s

contaminants remain in the electrolyte as solids or liquid

heets under controlled conditions, while

A stage in the process of breaking down ore into fragments of varying composition of useful

elements which exploits differences
wetted minerals fall to the bottom of the flotation tank, while the poorly
whose wettability additionally decreases due to the action of so

xanthates) collect at the surface of the froth created from froth

-inducing agents

Waste remaining after the ore enrichment process; can be utilised or stored

International Organization for Standardization

in the degree of wettability of individual mineral grains. Well -
-wetted grains (those
-called collecting agents, e.g.

Indicator of the n umber of accidents at work ( as defined by the Act dated 30 October 2002 on social
insurance in case of occupational accident or disease ) i
standardised to 1 million worked hours

Open area left after the mining work

n

t he

Rock removed from a mine face. Contains both ore and barren rock

National Bank of Poland

Company

KGH!

Borrowings and debt securities less cash and cash equivalents. This category includes lease
liabilities and excludes reverse factoring liabilities

Rock which contains one or more useful elements. Ore can be monometallic (containing a single
metal) or polymetallic (containing more than one metal)

Volume of metal produced less the loss incurred in further processing to pure metal

An unremoved mass of rock in an underground mine used to support the ceiling against collapse
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Pre -precious
metals credit unit
cost of electrolytic
copper production
from own
concentrate

REACH

Silver smelti ng and
electrolytic refining
technology

SX-EW
(solvent extraction

and
electrowinning)

Total unit cost of
producing copper
from own
concentrate

The Group

TPM
(Total Precious
Metals)

TRIR
(Total Recordable
Incident Rate)

Troy ounce (0z t)

YoY

The sum of costs of mining, flotation, smelter processing per cathode and support functions (the
Data Center Division, the Mine -Smelter Emergency Rescue Division and the Head Office), together
with cathode selling costs, adjusted by the value o finventories of half -finished products and work
in progress divided by the volume of electrolytic copper production from own concentrate. Used
solely in the Parent Entity

Registration, Evaluation, Authorisation and Restriction of Chemicals - regulation issued by the
European Parliament and of the European on the safe use of chemicals through their registration

and evaluation, and in certain cases through the issuance of permits and restrictions in the sale
and use of certain chemicals

Comprised of: batch preparation (the mixture of batch elements followed by drying); the smelting

of Doré metal and the casting of anodes (melti
gasify impurities fo llowed by casting of the product [99% silver] into anodes); silver electrorefining
(forming into cathodes containing a min. 99.99% silver); melting in an electric induction furnace

and the casting of refined silver into commercial form (billets or granules )

Copper cathode production technology applied in some plants of KGHM INTERNATIONAL LTD.

based on solvent extraction (the process of leaching useful minerals using a solvent) of the copper
ore heap, with the aid of diluted sulphuric acid, under the atmospheric conditions

The sum of costs of mining, flotation, smelter processing per cathode and support functions (the
Data Center Division, the Mine -Smelter Emergency Rescue Division and the Head Office), together
with cathode selling costs, adjusted by the value of inventories of half  -finished products and work
in progress and less the value of anode slimes, divided by the volume of electrolytic copper
prod uction from own concentrate

The KGHM Pol ska Miedz S.A. Group

Precious metals (gold, platinum, palladium)

Indicator of the n umber of accidents at work meeting the conditions o f registration as defined in
the ICMM (International Council on Mining & Metals) standard, standardised to 200 000 worked
hours

A unit of measure mainly used in English -speaking countries. The troy ounce (abbreviated as 0z t)
is universally used in jewellery and precious metals commerce. 1 troy ounce equals 31.1035 grams

year on year, i.e. comparison between one year and the next year
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AGGREGATED DATA OF HE COMPANY AND GROUP FOR THE YEAR&014-2021

BASIC ITEMS OF THECONSOLIDATED FINANCIAL STATEMENTS

2021 2020 2019 2018 2017 2016 2015 2014
Revenues from contracts with customers PLNmn 29803 23632 22723 20526 20358 19156 20008 20492
Profit/(loss) for the period PLNmn 6155 1797 1421 1658 1525 (4449) (5009) 2451
Adjusted EBITDA ¢ PLN mn 10 327 6623 5229 4972 5753 4 666 4710 4 890
Total assets PLNmn 48027 42780 39409 37237 34122 33442 36764 40374
Liabilities and provisions PLNmn 20889 21699 19207 18012 16337 17531 16350 14844
Earnings per share (EPS) @ PLN  30.78 9.00 7.11 8.29 784 (21.86) (25.06) 12.25
Share price of the Company © PLN 139.40 183.00 95.58 88.88 111.20 92.48 63.49 108.85
Net debt/EBITDA ¢ 0.6 0.9 1.5 1.6 1.3 1.6 1.4 0.9
Payable copper production ¢ kt 753.7 709.1 701.6 633.9 656.4 676.9 697.1 662.9
Payable silver production ¢ t 1366 1353 1417 1205 1234 1207 1299 1258
Payable copper production cost C1 ¢ USD/Ib 1.96 1.59 1.70 1.81 1.59 1.41 1.59 1.89
g:jl:ﬁ:’;;ggt’;s doi:g:;?;zyéspsl:?st PLNmn 3890 3458 3232 2875 2796 3251 3939 3434

BASIC ITEMS OF THE &EPARATE FINANCIAL STATEMENTS

2021 2020 2019 2018 2017 2016 2015 2014
Revenues from contracts with customers PLNmn 24618 19326 17683 15757 16024 15112 15939 16633
Profit/(loss) for the period PLN mn 5169 1779 1264 2025 1323 -4085 -2788 2414
Adjusted EBITDA PLN mn 5474 4 458 3619 3416 4160 3551 4163 4331
Total assets PLNmn 43458 39342 35989 34250 30947 30100 33120 32312
Liabilities and provisions PLNmn 17618 18616 16100 15205 13691 14200 12841 8035
Earnings per share (EPS)? PLN 25.85 8.90 6.32 10.13 6.62 -2042 -13.94 12.07
Electrolytic copper production kt 577.6 560.4 565.6 501.8 522.0 535.6 574.3 576.9
Metallic silver production t 1332 1323 1400 1189 1218 1191 1283 1256
Payable copper production cost C1 USD/Ib 2.26 1.62 1.74 1.85 1.52 13 1.47 1.82
:;‘j:;ri’;‘:ﬁ'::;“iﬁz:;;LOZ':;Z{S"'“ and PLNmn 2407 2422 2366 1907 1991 2604 2481 2203

MACROECONOMIC DATA (AVERAGE ANNUAL)

2021 2020 2019 2018 2017 2016 2015 2014
Copper prices per the LME USD/t 9317 6181 6 000 6523 6 166 4863 5495 6 862
Silver prices per the LBMA USD/oz t 25.14 20.54 16.21 15.71 17.05 17.14 15.68 19.08
Exchange rate USD/PLN 3.86 3.90 3.8399 3.61 3.78 3.94 3.77 3.15

(data for the years 2014-2019 according to annual reports for these periods, data for the years 2020-2021 according to the current annual report )

YComprises Sierra Gorda S.C.M. pursuant to interest held (55%)

2 Attributable to shareholders of the Parent Entity
3) At the end of the period

4 Adjusted EBITDA for the year, excluding EBITDA of the joint venture Sierra Gorda S.C.M.

The
and of
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SIGNIFICANT EVENTS N 2021 AND TO THE DATE OF FREPARATION OF THIS REPORT

Date Event Section

CHANGE IN MACROECONOMIC CONDITIONS

2021 An increase in average annual prices of copper, silver and molybdenum 4
respectively by 51%, 22% and 82%

2021 Changes in average annual exchange rates: USD/PLN by -1%, USD/CAD by -7% 4
and USD/CLP by-4%

KGHM POLSKA MONMTHE SCK EXCHANGE

2021 A decrease in the share pri 24%forh PLK G330 11
to PLN 139.40

CHANGES IN THE COMPGCSITION OF KGHM POLSKAMI EDZ S. A.’' S BODI ES

23 March 2021 Appoint ment of the Management Board of 17
11" term

20 April 2021 Resignation of Katarzyna Lewandowska from serving as a Member of the 17
Supervisory Board of KGHM Pol ska Mied:

14 May 2021 The appointment (as of 15 May 2021) of Dariusz Sw 17
Board of KGHM Polska Miedz S.A. as Vi
(Production) of KGHM Polska Miedz S.A.

6 July 2021 Appointment to the Supervisory Board of KGHM Pol ska Mied?z 17
Kaleta and Katarzyna Krupa

25 October 2021 The resignation of Marek Pietrzak from serving as a Member of the Supervisory 17
Board of KGHM Pol ska Miedz Sof26 Octaber 2021 i
to the Management Board of KGHM Pol ska Miedz ¢
Management Board (Corporate Affairs).

21 February 2022 Di smi ssal of Dariusz Swiderski from t 17
Miedz S. A. from the position of Vi cde
(Production) of KGHM Polska Miedz S.A.

14 March 2022 The appointment (as of 15 March 2022) 17
Board of KGHM Pol ska Miedz S.A. as Vi
(Production) of KGHM Polska Miedz S.A.

VERYFICATIONOF ASSETS

17 February 2021 Information on the identification of indications to verify the recoverable amount 6,7
of domestic and international assets ¢

11 March 2021 Information on the results of work  related to testing for the impairment of the 6,7
recoverable amount of domestic and international assets of the KGHM Polska
Miedz S.A. Group

12 July 2021 Information on the identification of indications to verify the recoverable amount 6,7
of internationalas set s of the KGHM Pol ska Miedz

5 August 2021 Information on completing work related to testing for the impairment of the 6,7
international mi ning assets of the KGt

ALLOCATION OF PROFIT

10 May 2021 The Manage me mptopodalo regardirgsthe allocation of profit for 2020 -
(recommended dividend payout of PLN 300 million)

7 June 2021 Deci sion of the Ordinary Gener al Me e t 11
dividend in the amount of PLN 300 million, representing PLN 1.50 per share

The Management BoardAs Report on the activities of 7
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Date Event Section

SIGNIFICANT AGREEMENTS

26 March 2021 Conclusion of an agreement to sell shares in the company PGE EJ 1 sp. z 0.0. to 14
the State Treasury

29 March 2021 Conclusion of a bank loan agreement between Sierra Gorda S.C.M. and Bank 14
Gospodarstwa Krajowego

23 September 2021 Consent of the Management Board of the Company to sign a tripartite 14
agreement with NuScale Power LLC and PBE Molecule Sp. z o0.0. Sp. k., with
respect to preparations to advance an investmen t involving the construction of
nuclear energy sources

FINANCING IN THE GROUP

16 June 2021 Consent of the Management Board of the Company to sign an Annex to an 6.6
unsecured loan agreement in the amount of PLN 900 million dated 11 December
2017 with the European Investment Bank

27 October 2021 Consent of the Management Board of the Company to extend the term of an 6.6
unsecured revolving syndicated credit facility agreement in the amount of USD
1 500 million

2 December 2021 Informa tion on extending the term of an unsecured revolving syndicated credit 6.6
facility agreement . As a result of the decision of one of the members of the
syndicate to not exercise its right to extend its participation , the amount of
available credit facility will amountto USD 1 438 million

OTHER

28 January 2021 Approval by the Supervisory Board of t 6.5
the Budget of the KGHM Group for 2021

14 October 2021 Receipt of a document titled 3O0ffer N 2
Ltd. and Sumitomo Corporation in connection with the intent to sell the entirety
of the shares of Sumitomo in the joint venture company Sierra Gorda SCM to the
Australian mining group South32

16 November 2021 Adoption of a Climate Policy by the Manageme nt Board of KGH! 5
S.A.

24 November 2021 Decision not to exercise the right of first refusal to acquire shares in the joint 2
venture company Sierra Gorda SCM belonging to Sumitomo Metal Mining Co.,
Ltd. and Sumitomo Corporation

14 January 2022 Approval by the Supervisory Board of 5
S.A. Group to the year 2030 with an outlook to 2040

14 January 2022 Approval by the Supervisory Board of t 6.5
of the KGHM POl GdugforRO22dz S.

10 February 2022 Repayment of a loan granted to the joint venture Sierra Gorda S.C.M.  zthe Group
received a payment from Sierra Gorda S.C.M. due to loan drawn in the amount
of PLN 431 million (USD 110 million)

22 February 2022 Finalisation of the sale of all shares held by Sumitomo in the joint venture 2
company Sierra Gorda SCM to the Australian mining group South32

10 March 2022 Act amending the act on minerals extraction tax came into force. Formula used
to calculate the tax rates for copper and silver was amended, which in the
transitional period from 1 January to 30 November 2022  sets the tax rate based
on a decrease in the coefficient by 0.25 (this coefficient amounted to 0.85, and
after the change amounts to 0.6), which i n consequence reduces the monthly tax
charge by approx. 30%.
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1. INTRODUCTION

KGHM Pol sk a iMheePdrént Edtityof a Group which is a world -class producer of copper and silver with  over 60

years of experience in the copper ore mining and  processing sector .4 n  Pol and, KGHM Pol ska Miedz S.A.
the worl dAs | argest copper deposits, guaranteeing continuous prod
Pol ska Miedz S.A. also produces elsasbeingane of thedelading expoeessdn the nodntry oc k s al t

and one of the largest companies in Poland

The Group is a global and innovative organisation, which conducts technologically advanced exploration -mining and
metallurgical activities and has a geogr aphically diversified portfolio of mining projects. The business model is divided into

7 areas, through which the Group ensures a complete chain of value creation, from exploration to the sale of finished
products :

Diagram 1. Business model of theAlGGBHM Pol ska Miedz S

The KGHM Pol ska Miedz S.A. GrpKiGHMnnRd ludleas zMnlée stbaiBiacds.t Unilormityi t y

in such a complex organi sat i oxnzero barme tesnwarke msulis y-driver; Bichblrgabilityaahdu e s

courage. For 60 years they have been the CompanyAs business compass, i
means of operation on the international market

For almost 25 years the Company has been listed on the Warsaw Stock Exchange. The Company is includ  ed in the WIG20
and WIG30 indices .

KGHM Pol sk a adtivayduppo8s the.realms of science, the arts and sport. Through its Foundation founded in
2003, KGHM Polska Miedz engages in charitable activities
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2. GROUP STRUCTURE

2.1. GROUP STRUCTURE

As at 31 December 2021, the Group was composed of the Parent Entity

ZKGHM Pol s ka 2vnd68 gubskliarias

(including one closed-end, non -public investment fund ), located on four continents: Europe, North America, South America
and Asia. Some of these subsi diaries form their own groups. The largest of these, in terms both of the number of entities
as well as the value of equity, is the KGHM INTERNATIONAL LTD. Group, whose main assets are located in Canada, the USA

and Chile. It was comprised of KGHM

INTERNATONAL LTD. and its 26 subsidiaries. At the end of the reporting period the

KGHM Pol ska Miedz S.A. Group o0wn-SidrraStrdaS.€.81. ahndniNANGVWQARBONISm zo.ovient ur e s
liquidation .
The detailed structur e ofGroup togele Witk théreldtianghips bbtweerdentitieS, may.be found
in Appendices 2 and 3.
The GroupAs main entities, which are engaged in the mining sector
independently evaluated by managementbodie s. These are: KGHM Po |INTERNATVONALAD. 8ndA . KGHM
Sierra Gorda S.C.M. Other companies, excluding Future 1 Sp. z 0.0., Future 3 Sp. z 0.0., Future 4 Sp. z 0.0., Future 5 Sp. z 0.0.
and Future 7 Sp. z 0.0. in liquidation , are part of the segm ent called Other segments .
The following diagram presents the significant production assets and projects underway within the reporting segments
KGHM Pol ska Miedz S.A., KGHM UNTE RNadOtt@eNséagmentsT D. , Si erra Gorda S. C.
Diagram 2. Reporting segmentsof t he KGHM Pol ska Miedz S. A. Group
KGHM Polska Miedz KGHM Sierra Gorda S.C.M.0 Other segments
S.A. INTERNATIONAL
LTD.
- - Companies supporting
Activities the core business of

Mined and metallurgical
production of metals -
Cu, Ag, Au

Mined production of
metals - Cu, Ni, Au, Pt, Pd,

Ag, Mo

Mined production of
metals - Cu, Mo, Au, Ag

KGHM Polska Miedz S.A.

- Closed-end investment
fund and companies in
its portfolio,

- Companies playing an

Main production assets

important role in
advancing CSR policy,

Underground mines

- Lubin mine

- Polkowice-Sieroszowice
mine

-Rudna mine
Metallurgical plants

- Legnica Copper Smelter
and Refinery

- Gtogow | and Glogow I
Copper Smelter and
Refinery

Cedynia Wire Rod Plant

Robinson mine in the
USA (open pit)

Sierra Gorda mine in
Chile (open pit)

- Special purpose
companies in the holding
structure.

Most important development projects

- Gtogdw Gteboki-
Przemystowy (Deep
Gtogow)

- Pre-production projects
and exploration projects
in south-west Poland

- Victoria project in the
Sudbury Basin in Canada
- construction of an
underground copper and
nickel mine

- Sierra Gorda Oxide
projectin Chile

Y joint venture of KGHM INTERNATIONAL LTD. and the companies Sumitomo Metal Mining and Sumitomo Corporation (from 22 February 2022

South32)
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The following companies were not included in any of the aforementioned segments

- Future 1 Sp. z 0.0., which acts as a holding company with respect to the KGHM INTERNATIONAL LTD. Group,
- Future 3 Sp. z 0.0., Future 4 Sp. z 0.0., Future 5 Sp. z 0.0. (which operate in the structure related to the establishment of
a Tax Group) and Future 7 Sp.z 0.0. in liquidation .

These companies do not conduct operating activities which could impact the results achieved by individual segments, as a
result of which their inclusion could disrupt the data presented in the consolidated financial statements due to the
significant internal settlements with the other entities from the Group

The segments KGHM Pol ska Mi @NAELTB..ard.Sierralcadhd.CHMNaVE BeNatale Management
Boards, which report their operational results to the Management Board of the Parent Entity .

The segment KGHM Pol ska Mi PalentESity Anhile the degmerit Sierrd Godda S.C.M hoaly includes
the joint venture Sierra Gorda. Diagram 2 presents the remaining companies of the KGHM Pol ska Miedz S.A. Group
breakdown by segment: KGHM INTERNATIONAL LTD. and Other segments .

CHANGES IN THE BASICPRINCIPLES FOR MANAGING THE GROUP

In October 2021 the Supervisory Board of KGHM Pol s k a adpoietédza neSv. rAember of the Management Board
assigning him the function of Vice President of the Management Board (Corporate Affairs) . Under the assigned duties , the
Vice President of the Management Board (Corporate Affairs) exercises comprehensive corporate supervision over the
domestic and international subsidiaries of the Group , which until now have been exercised by the President of the
Management Board .

Following the restructuration o f KGHM INTERNATIONAL LTD.,comprised of the transferral of management and most
support processes to t heahis@aionpeang & rasult oHtkesadopt&ifstfaiegy ®f implementation of
the cooperation model and integration of key internationa | assets with domestic activities , in 2021 actions were continued
mainly with respect to developing unified reporting principles , coherent internal regulations , procedur es and standardised
solutions with respect to individual functional areas of the intern ational entities .

In addition, in 2021 in terms of general management principles in force to date , actions were undertaken aimed at

coord inating new processes in the Group , including among others as regards commercial activities , aimed at maintaining
the continuity and operational safety of the core production business . One of the most important aspects in this regard
were actions arising fromthe COVID-19 pandemic . Coord ination of these actions at the level of the Parent Entity were aimed
at restricting th e p a n d pegative pact on the operations of the Group A entities .

2.2. ORGANISATIONAL STRUCTUREOFK GHM POLSKA AMI EDZ S.

In 2021, the multi -di vi si onal organisational structure of the Company, acti
comprised the Head Office of the Company and 10 Divisions

Diagram 3. Organisational structure of the Company as at 31 December 2021

Mining

*Lubin Mine Division

* Polkowice-Sieroszowice Mine Division
*Rudna Mine Division

*Concentrators Division

<
w *Tailings Division
§
s Metallurgy
i T *Gtogdw Smelter/refinery Division
% Ftijﬁﬁ/l *Legnica Smelter/refinery Division
; ] « Cedynia Wire Rod Division
I
2
Other
(M *Head Office

1g *Mine-Smelter Emergency Rescue Division
*Data Center Division
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CHANGES IN THE BASICPRINCIPLES FOR MANAGING THE COMPANY

As a result of a Resolution of the Ordinary General Meetingof KGHM Pol ska Mi edzZ 18Junk 202 changegse d o n
were made to the Statutes of the Company with respect to the adoption of resolutions by the Management Board in matters
exceeding the scope of ordinary management

Based on changes to the Statutes r egistered in the National Court Register (KRS), on 12 August 2020 the Management Board

introduced changes to the Bylaws of the Management Board , which were approved by the Supervisory Board on 21 January
2021.

On 29 March 2021 the Supervisory Board of the Warsaw Stock Exchange adopted new corporate governance principles  for

companies listed on the GPWA $Main Market 7z Best Practice for GPW Listed Companies 2021j Beft Practice 2021).

The Management Board decided to adapt the Bylaws of the Management Board to Best Practice 2021, which were then

approved by the Supervisory Board . In addition, the Supervisory Boardof KGHM Pol s k a , tRking idt@ accBuntAhe

adopted Best Practice 2021, adopted changes to the Bylaws of the Supervisory Board . As a result of the changes introduced

to the Bylaws of the Management Board and of the Supervisory Board ,the Company published St at ement on t he Compa
compliance with the principles of Best Practice 2021.

2.3. MAJOR ASSETS

The KGHM Pol ska Mi ed geoddaptically dbersifiep mining asdess (copper ore mines with associated
minerals, such as silver, molybdenum, nickel, gold and other precious metals) located in Poland, the USA, Chile and Canada

as well as metallurgical facilities in Poland. The key int ernational asset z the Sierra Gorda mine, which is a joint venture of
KGHM INTERNATIONAL LTD., Sumitomo Metal Mining and the Sumitomo Corporation  (since 22 February 2022 South32) z

is located in Chile. UUn additi on, antire@rojdctGHith iPaithespkeprodittioa phase S. A. Gr ou
(Victoria), as well as other exploration projects

The major assets of the KGHM Polska Miedz S.A. Group are presentec

Diagram 4. Location of the production assets ofthe KGHM Pol ska Gwuedz S. A.

CANADA

(Ontario, Sudbury Basin)
McCreedy West (Cu, Ni, TPM*)
Victoria (Cu, Ni, TPM)
Regional exploration

CANADA
(British Columbia)

Ajax (Cu, Au

USA
(Nevada & Arizona)

Robinson (Cu, Au, Mo)
Carlota (Cu)
Regional exploration

POLAND
(Lower Silesia)

Polkowice-Sieroszowice (Cu, Ag)
Lubin (Cu, Ag)

) Rudna (Cu, Ag)
V4 Ggog-w Ggnboki (Peepxe
Gg o g -(Qu)Ag)
Regional exploration
Ggog-w | & Ggog-w |
Legnica smelter/refinery
CHILE Cedynia wire rod plant

(Antofagasta & Atakama) Legend:
Sierra Gorda (Cu, Mo, Au)

*TPM1 total precious metals Franke (Cu) KGHM mining projects KGHM mines KGHM metallurgical
Regional exploration plants

POLAND

Polkowice -Sieroszowice mine
Location Lower Silesia, Poland The Polkowice-Sieroszowice mine is located in Lower
Ownership KGHM Pol ska Mieds s. Silsia, tothe westofthe town of Polkowice. Currently, it
Type of mine underground conducts mining works in four mining areas: Polkowice,
R oe e e Radwanic,e Wschodnie, Sierqszowice and in a part ’of the
Associated metals silver, lead, rock salt, gold Gt ogow GdPglzekmy s opwyGHt(olgesew )
Type of orebody stratiform Within the Sieroszowice mining area, there are also rich
End product copper ore deposits of rock salt above the copper -bearing horizon .
Copper in extracted 195.4 kt
ore in 2021

Mining of the deposit is conducted using room  -and-pillar methods with natural roof settlement, using blasting technology.
The Polkowice-Si er oszowi ce mineAs current pmilod toonesiofore parpwearaci ty i s
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Rudna mine

Location
Ownership

Type of mine
Main ore type
Associated metals
Type of orebody
End product

Copper in extracted
ore in 2021

Lubin mine

Location
Ownership

Type of mine
Main ore type
Associated metals
Type of orebody
End product

Copper in extracted
ore in 2021

Gt ogow Copp

Location
Ownership

Type of
metallurgical plant

End product

Electrolytic copper
production in 2021

Location
Ownership

Type of
metallurgical plant

End product

Electrolytic copper
production in 2021

Cedynia Wire Rod Plant

Location
Ownership

Type of
metallurgical plant

End product
Production in 2021

Lower Silesia, Poland
KGHM Pol ska
underground

Mi edz S.

copper ore
silver, lead, gold
stratiform
copper ore
175.7 kt

Lower Silesia, Poland
KGHM Pol ska
underground

Mi edz S.

copper ore
silver, lead, gold
stratiform
copper ore

71.6 kt

er Smelter and
Lower Silesia, Poland

KGHM Pol ska Miedz S.

smelter/refinery

electrolytic copper
455.5 kt

Legnica Copper Smelter and Refinery

Lower Silesia, Poland

KGHM Pol ska Miedz S.

smelter/refinery

electrolytic copper
122.1 kt

Lower Silesia, Poland

KGHM Pol ska Miedz S.

processing

copper wire rod and Cu -OFE rod

264.3 kt of copper wire and  17.6 kt of Cu-
OFE rod

The Rudna mine is located in Lower Silesia, to the north of
the town of Polkowice. It mines the copper deposit in the
Rudna mining area as well as in parts of the mining areas

of Sieroszowice, Lubin-Mat omi c e and Gt-c
Przemyst owy (Deep Glogdw)

The copper orebody in the currently mined deposit ranges
from 844 meters to 1250 meters. Mining is conducted
using room -and-pillar methods with natural roof
settlement with hydraulic backfill, using blasting
technology. The current average production capacity is
approx. 12 million tonnes of ore per year .

The Lubin mine is located in Lower Silesia, Poland, to the
north -west of the town of Lubin. It mines the copper
deposit in the mining area Lubin -Mat omi ce at
from 550 meters to 1006 meters

Mining is conducted using room -and-pillar methods with
natural roof settlement with hydraulic backfill, in the
vicinity of the support pillar of the town of Lubin, using
blasting technology .

The mineAs current
million tonn es of ore per year .

producti

Refinery

This complex of metal lurgic
comprises two copper concentrate smelting lines based

on the one -stage smelting of concentrate in a flash
furnace directly into blister copper. Apart from electrolytic
copper, t he Gt o g 6 w ar@o Refinery
produces crude lead (around 30 thousand tonnes
annually), silver (around 1400 tonnes), gold (around 2
tonnes) and sulphuric acid (over 500 thousand tonnes ).

The copper smelter and refinery located in Legnica has a
current production capacity of 120 thousand tonnes of
electrolytic copper. In operation since the 1950s based on
shaft furnace technology. Apart from electrolytic copper,
the plant also annually produces around 30 thousand
tonnes of refined lead and also around 100 thousand
tonnes of sulphuric acid, as well as copper sulphate and
nickel sulphate .

Production at the Cedynia Wire Rod Plant , located in the
vicinity of Orsk , is based on the use of copper cathodes
from the Gtogdéw Copper Smel
the Legnica Copper Smelter and Refinery. The basic
product of the Cedynia Wire Rod Plant is copper wire rod
produced in a Contirod line amounting to around 265
thousand tonnes annually and around 18 thousand
tonnes annually of oxygen -free copper wire rod produced
in an UPCAST line, including oxygen -free, silver -bearing
copper wire rod .
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THE UNITED STATES

Robinson mine

Location
Ownership

Type of mine
Main ore type
Associated metals
Type of orebody

End product

Payable copper
production in 2021

Carlota mine

Location
Ownership
Type of mine
Main ore type
Type of orebody
End product

Payable copper
production in 2021

Nevada, USA

100% KGHM INTERNATIONAL LTD.
open pit

copper ore

gold and molybdenum
porphyry/skarn

copper and gold
molybdenum concentrate

53.7 kt

concentrate,

Arizona, USA

100% KGHM INTERNATIONAL LTD.
open pit

copper ore

porphyry

copper cathodes

5.4 kt

The mine is located in White Pine county, Nevada, USA,
around 11 km west of Ely (approx. 400 km north of Las

Vegas), in the Egan range, at an average altitude of 2130
meters a.s.l., near highway no. 50 .

The mine is comprised of 3 large pits: Liberty, Tripp-
Veteran and Ruth. Currently, Ruth is in operation. The
sulphide ore is extracted by conventional methods, and is
then processed in a concentrating plant into a copper and
gold concentrate, and separately into molybdenum
concentrate .

The Carlota mine is located in the Western part of the
Miami -Globe mining region, in the state of Arizona at an
altitude of 1 300 meters a.s.l. Surrounding the mine is
mountainous, desert terrain

Copper ore extraction by the Carlota mine is by
conventional methods typical for open -pit metals mines ,
i.e. the ore is mined by blasting and then is transported by
haulage trucks. In 2018 mining re -commenced in the Eder
South area, while in 2021 mining commenced in the Eder
North area.

Due to the nature of the oxide ore, it is processed using the heap leach, solvent -extraction and electrowinning method.
The end product is electrolytic copper in the form of cathodes

By a decision dated 17 September 2020 the Management Board of KGHM Pol s k a abfroged zhe &sig@nation of
the Carlota mine as held for sale . The Carlota mine , starting from 30 June 2021, has been recognised as an asset held for
sale. The process of disposing of the mine continues

CANADA
Sudbury Basin

Location
Ownership
Type of mine

Main ore type
Type of orebody
End product

Payable copper
production in 2021

Sudbury, Ontario, Canada
100% KGHM INTERNATIONAL LTD.
underground

copper, nickel, platinum, palladium and
gold ore

footwall/contact Ni

copper and nickel ore with precious
metals

1.9 kt

The Sudbury Basin is located in central Ontario in Canada,
approx. 400 km north of Toronto. In this region KGHM
INTERNATIONAL LTD. owns a variety of assets, though
since April 2019 mining has only been conducted in the
underground McCreedy West mine, due t o the fact that
the Morrison/Levack mine has been placed into Care &
Maintenance. Extraction is through mining methods
which are dependent on the geometry of the deposit Z
mainly a mechanised method of selective extraction using
undercutting of successive levels from bottom to top at
various mine levels. All of the ore extracted from the mine,
containing copper, nickel and precious metals, is
processed in the Clarabelle plant in Sudbury, owned by
Vale.
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Victoria project

Location Sudbury Basin, Ontario, Canada This project is located in the Canadian province of Ontario,
Ownership 100% KGHM INTERNATIONAL LTD. around 35 km west of the town of Sudbury. In 2002 I’ightS
Type of mine underground were acquired to the Victoria mineral deposit and a
VT o e e i o campaign of exploration in this region commence d. The

. ) : current development scenario for the project calls for the
Associated metals gold, platinum and palladium . . .
py—— 14 vears sinking of 2 shafts to access the deposit (a production

i shaft and a ventilation shaft). Exploration work performed

End product copper, nickel and precious metals ore

thus far has confirmed the continuity and characteristics
16 kt Ni, 18 kt Cu of the mineralisa tion to the level of approximately 2200
meters below the surface .

Forecasted annual
production

Based on analytical work performed in 2017, the current base scenario assumes the Victoria project will be developed in
two stages, comprised of the sinking of a first shaft along with additional exploration, followed by a second shaft for
production .

In 2021, based on exploratory work performed, approx. 6 million tonnes of project ore resources were re -categorised to
a higher recognition category (from Inferred to Indicated). In addition, work focused on preparing the foundations for  the
shaftAs headframe, the waste rock containment pad and the

Ajax project

Location Kamloops, British Columbia, Canada The Ajax project is located in British Columbia, Canada,
Ownership KGHM INTERNATIONAL LTD. 80%; Abacus 400 km north -east of Vancouver near the town of

Mining and Exploration Inc. 20% Kamloops. The project assumes the construction of an
Type of mine open pit open -pit copper and gold mine and an ore processing
Main ore type copper ore plant, with associated infrastructure. Up to 2016 work had
Associated metals precious metals (gold and silver) been carried out on a Feasibility Study for the project,

- setting out the preliminary economic conditions for the
Mine life 19 years
venture .

End product copper concentrate
Forecasted annual 53 kt Cu, 114 thousand ounces Au In December 2017 the Ministers of Environment and of
production Energy, Mines and Petroleum Resou rces of British

Columbia (provincial authorities) decided against the
granting of an Environmental Assessment Certificate for
the Ajax project .

In June 2018, the Government of Canada, through the Governor -in-Council (Cabinet) issued a negative decision r egarding
the Ajax project as the project is likely to cause significant adverse environmental effects. The decisions were made
through the environmental impact assessment process, and reflect the substantial engagement of provincial and federal
governmenta | agencies, First Nations and a broad spectrum of stakeholders, including thousands of representatives of
local communities .

As a result of the decision not to grant an EA Certificate, in 2021 work continued which was mainly related to monitoring
and securing of the project terrain in accordance with law in force
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CHILE

Sierra Gorda mine and Sierra Gorda Oxide project

Location Region II, Chile The Sierra Gorda mine is located in the Atacama desert, in

Ownership ¥ 55% KGHM INTERNATIONAL LTD, the Sierra Gorda administrative area in the Antofagasta
45% SMM SIERRA GORDA INVERSIONE region, in northern Chile, approx. 60 km sout h-west of the
LIMITADA, incl. respectively: city of Calama. The mine is situated at an altitude of 1 700
-Sumitomo Metal Mining Co., Ltd. (31.5%)  meters a.s.l. and 4 km from the town of Sierra Gorda
-Sumitomo Corporation (13.5%)

Type of mine open pit On 1 July 2015 the Sierra Gorda mine commenced

Main ore type copper ore commercial production (since then it has prepared

statements of profit or loss) . The ore is extracted using
explosives, and next is loaded and hauled away in trucks
to the processing plant, where it is crushed and milled

Associated metals molybdenum, gold

Mine life 23 years for the current deposit based on
phase 1 of the investment, including

actions to remove bottlenecks. Moreover,

) TP The end product of Sierra
there is a possibili
: . . copper concentrate and molybdenum concentrate
life using new deposits
End product copper concentrate, molybdenum
concentrate

189.8 kt of copper in concentrate , 14.9
million  pounds of molybdenum in

concentrate z on a 100% basis, share of
KGHM Pol ska M5%dz S.

1) In 2021, Sumitomo Metal Mining Co., Ltd. and Sumitomo Corporation made a decision to sell all of their interests in the joint venture company
Sierra Gorda SCMto the Australian mining group South32. The Management Board of K GHM P o | s k a debldee td refrai8 froA .exercising
its right of first refusal to acquire the shares of the company Sierra Gorda SCMIn the first quarter of 2022 the shares belonging to Sumitomo Metal
Mining Co., Ltd.and Sumitomo Corporation were transferred to South32.

Payable production
in 2021

In 2021, actions were continued aimed at limiting the  negative impact of the COVID-19 pandemic by implementing safety
measures . Sierra Gorda concentrated on implementing an optimisation program  aimed at improving the work of the
mine, processing plant , infrastructure and tailings storage facility .

The actions taken resulted in anincrease inthe annualaver age daily volume of the min
a base level of 110 thousand tonnes of ore daily to the level of 129 thousand tonnes of ore daily. Going forward the Sierra
Gorda mine is aiming to increase the plantAs cost and ope

In 2021, an agreement was signed involving the transfer of the Oxide project from the stru ctur es of KGHM Chile SpAto
Sierra Gorda SCM. Preparatory actions were also continued as regards subsequent stages to develop the project , involving
among others the commencement of work on updating  project documenta tion . The Sierra Gorda Oxide project involves
the leaching of the copper oxide ore of Sierra Gorda on a  permanent heap and the production of high  -quality copper
cathodes in a solvent extraction and electrowinning (SX -EW) installation, with production capacity of —approx. 30 thousand
tonnes /year. At present most of the oxide ore planned for processing has alre  ady been excavated and is currently stored
near the site of the future plant

Franke mine
Location Antofagasta region, Chile The mine is located in a desert area of northern Chile, in
Ownership 100% KGHM INTERNATIONAL LTD. the Altamira district , near the southern boundary of the
Type of mine open pit Antofagasta region, near a public road connecting the

el T peep— mine with the Pan-American highway .

Type of orebody il 7l

Mining is conducted by conventional open -pit methods.
Due to the nature of the oxide ore, it is processed using
the heap leach, solvent -extraction and electrowinning

method. The end product is electrolytic copper in the form

of cathodes .

End product copper cathodes

Payable copper

production in 2021 107kt

The Franke mine, starting from 30 June 2021, has been recognised as an asset held for sale . The process of disposing of
the mine continues .
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OTHER ASSETS
In recent years, in the group of the companies located in Poland, there have been no substantial changes in the structure
of the main assets. Udn terms of assuring the operations of the ¢

companies operating mainly on its behalf are still significant, including among others :

- PeBeKa S.A.z mining work contractor,
- KGHM ZANAM S.A.z a supplier and service provider for mining machinery, and also provides production
maintenance services in selected areas and participates in investment tasks,
- KGHM Metraco S.A. 7 a supplier of copper scrap,
- JQEn et g k ago.oszphe company secures part of the energy needsof KGHM Pol ska Miedz S. A.

Investments in closed -end investment funds fill a role in the management of selected non -core assets. A significant portion
of these FundsA as s ethesgenaral eldiofrheatthearemiechuding thé FPolish Spa Group (Polska Grupa
Uzdrowisk ).

Moreover, amongst the international companies is a group operating under the DMC Mining Services brand: DMC Mining
Services Ltd., FNX Mining Company Inc. (a branch o f DMC), Raise Boring Mining Services S.A. de C.V.(from 11 February 2022
operating under the changed name DMC Mining Services Mexico, S.A. de C.V.) , DMC Mining Services Corporation, DMC
Mining Services Colombia S.A.S., DMC Mining Services (UK) Ltd. and DMC Mining Services Chile SpA, which provide services
in shaft sinking, preparatory work , construction of above-ground and underground mine facilities, mine drilling, tunnel
drilling for general construction purposes and engineering services

In terms of the amount of capital engaged, the shares of the company TAURON Polska Energia S.A., listed on the Warsaw

Stock Exchange, represent a significant investment. As at 31 Dece
share capital of TAURON Polska Energia S.A. amounted to 10.39%. The value of the shares of TAURON Polska Energia S.A.
held by KGHM Polska MiedzZz S.A. amounted to PLN 483 million.

2.4. PRODUCTION PROCESS

Production in the Group is based on the processes illustrated in the following two diagrams

Diagram 5. Integrated geological, mining and metallurgical activiiesin  KGHM Pol ska Miedz S. A.
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Production in KGHM Polska Miedz S.A. is a fully integrated proces:
the starting material (halff f i ni shed product) wused in the next phase. Mining in KG
mining D ivisions: Lubin, Rudna and Polkowice -Sieroszowice. In the subsequent phase the Concentrators Division prepares

concentrate for the smelters and refineries, while the Tailings Division is responsible for storing and managing the tailings

generated by the co pper ore enrichment process. The organisational structure of KGHM includes two metallurgical facilities:
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the Legnica Copper Smelter and Refinery and the Gtogdéw Copper Smel
rod plant .

Mining

The technology of mining the copper ore in all 3 mines is based on the room  -and-pillar system with the use of blasting
technology for ore extraction. This involves access and preparatory work, comprised of the excavation of a drift network on

all sides of the site to be mined, cutting of the unmined rock mass with rooms and drifts separating a number of
technological pillars, as well as extraction of the ore followed by the transport of the ore to underground dumping stations,

where the large rocks (oversized) are crushe d and sifted through a grate, and then the crushed muck is transported to the
storage areas near the shafts, from which it is transported to the surface by skip hoisting shafts

The work related to mining of the copper ore is fully mechanised, in a 4  -shift labour system, with the use of motorised
mining rigs, most of which are equipped with air  -conditioned cabins and systems supporting the work of the operators.

Mining work is conducted in the following cycle: drilling the blasting holes with the support o f motorised drilling rigs, loading
blasting material into drilled holes by motorised blasting rigs, group blasting in mining areas, followed by which the time of
waiting for (without the presence of mining craw) the possible occurrence of seismic tremors c aused by the blasting works

and the ventilation of the areas blasted (from 30 minutes to 2 hours; in seismically -sensitive areas this time may be longer)
is introduced. The next stage involves the loading of the muck using motorised loaders into haulage ve hicles and its
transport to dumping stations . The exposed face is protected by roof anchor bolts  using bolting rigs. The crushed muck is

transported by conveyor belts or mine rail trolleys to the storage sites near the shafts, and is then transported to th e surface.
After the muck is unloaded at the shaft top, it is transported by conveyor belts or railway to the located at each of the thr ee
mines.

The operations and processes applied at each of the three ore concentrators are the same. However, due to the varied

lithological and mineralogical composition of the ore from individual mines, the production layout of each facility differs.
The processing technologies applied include the following individual operations: screening and crushing, milling and
classification, flotation and drying of the concentrate

The flotation process results in concentrate with an average copper content of approx. 22 -23%, and flotation waste. The
Rudna mine concentrator produces concentrate with the highest copper content (approx. 26%), while the lowest is at the
Lubin mine concentrator (approx. 13.7%). The Polkowice mine concentrator produces concentrate of approx. 24.5% copper
content .

The dried concentrate of approx. 8.5% moisture content is transported by rail to the following smelter/refineries: the

Legnica Copper Smelter and Refinery | ocated in Legnica, the Gtogow
Smelter and Refinery, located in Gtogow

The flotation waste, in the form of slimes, are transported through pipelines to the Zelazny Most Tail

where the sedimentation of the solid particles takes place and the clarified water is collected and redirected to the ore
concentrators. The storage site also serves as aretention -dosage reservoir for excess mine and process water in circulation.
Excess water is hydrotechnically discharged (periodically) to the Odra River. This method was developed and implemented

in partnership with research institutions, and it has been officially approved for use under the provisions of the Water Law.
Studies demonstrate that the discharging of mine and process water to the Odra River cannot result in any changes that
would make the proper functioning of water ecosystems impossible or prevent conformance with the applicable water
quality requirements .

Metallurgy

The copper smelters/refineries produce electrolytic copper from own concentrates as well as from purchased metal -bearing
material (copper concentrates, copper scrap, blister copper ).

The Legnica Copper Smelter and Refinery uses a multi -stage process whose main stages include: preparation of the charge
material, its reduction smelting in shaft furnaces to the form of matte copper, conversion to the form of blister copper with
approx. 98.5% copper content; fir e refining in anode furnaces to produce anodes of 99.2% copper content; and
electrorefining. The final product is electrolytic copper cathodes with 99.99% copper content

The Gtogow Copper Smel ter -smgedastRfarfacerteeimglogya,tbaskd oa a licenseef the Finnish
company Outokumpu . The concentrate dried to a moisture content of 0.3% H ,0, is smelted in a flash furnace into blister
copper containing around 98.6% Cu, which is subject to fire refining in anode furnaces. The slag, which still contains on
approximately 12%-14% copper, is sent to an electric furnace, where the copper is removed while the CuPbFe alloy obtained

is sent to the convertors, from which the resulting copper, containing 98. 5% copper, is also sent for refining in an ode
furnaces . The copper anodes produced from fire refining are then sent for electrorefining, and the end product is electrolytic
copper in the form of cathodes containing 99.99% copper

Approx. 49% of the electrolytic copper producedby KGHM Pol ska MAsdgm&8l Aers and refineries are
in the Cedynia Copper Wire Rod Division, where copper wire rod is produced by a continuous smelting, casting and rolling

process as well as oxygen -free copper rod and oxygen -free, low -alloy, silver-bearing copper rod based on UPCAST

technology are produced .
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The anode slime produced during the electrorefining process at KGl
and is the raw material used by the Precious Metals Plant atthe G + og6w Copper Smelter and Refinery
following products: refined silver, gold , platinum -palladium concentrate and selenium. The electrolyte in the Tank Hall, once

the copper is removed, is used to produce crude nickel sulphate

The lead-bearing dust and slimes collected as a result of the removal of dust from technological exhaust gases at the
smelters and refineries are smelted, together with decopperised convertor slag from the flash furnace production line, in
Dérschel furnacecstiaotn tolfe tlheeadGtDegdéw Copper Smelter and Refinery in

This crude lead is then refined at the Legnica Copper Smelter and Refinery to obtain the end product in the form of refined
lead containing 99.85% lead .

THE SEGMENTKGHM INTERNATIONAL LTD.

The core business of the KGHM INTERNATIONAL LTD. Group of companies is the mined production of metals, such as
copper, nickel, gold, platinum and palladium, from both open -pit and underground mines, as well as advancement of mining

and exploration projects. The following drawing shows a simplified flowchart of the core business of the KGHM
INTERNATIONAL LTD. Group

Diagram 6. Simplified flowchart of the core business of the KGHM INTERNATIONAL LTD. Group
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2.5. CHANGES IN THE GROUPSTRUCTURE, EQUITY INNESTMENTS AND THEIR FNANCING
EQUITY INVESTMENTS N DOMESTIC ASSETS

In 2021, PLN 38 million was incurred on equity investments comprised of the acquisition of shares of  Polish companies of
the Group . In addition, PLN 20 million in loans were granted to Group companies .

In 2021, the amount of proceeds from Polish entities of the Group was significantly higher than equity investments and
amounted to PLN 145 million , including PLN 53 million from the sale of shares , PLN 46 million from the redemption of
Investment Certificates and PLN 37 million from dividends paid .
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Table1l. Changes in the GroupAs structur e202lnd organisation (Polish as

Acquisition of newly - On 15 November 2021 the General Meeting of KGHM ZANAM S.A.adopted a resolution to

issued shares in the increase the share capital of the Company by PLN 38 million. On 16 November 2021 an

increased share capital agreement was entered into wth K GHM Pol s k a tMaceudezall & thél .newly-issued

of KGHM ZANAM S.A. shares in the increased share capital of the Company . The shares were paid for in cash. The
increase in share capital was court registered in February 2022 .

Sale of sharesin PGE  On 26 March 2021 a sales agreement for 100% of the interest in the share capital of PGE EJ 1

EJ1sp.zo.0. sp. z 0.0. was signed between shareholders representing 100% of the share capital of PGE EJ 1
sp. z 0.0. and the State Treasury . The Agreement was signed by all shareholders in the company
PGE EJ 1 sp. z 0.0.and apart from KGHM Pol s k a thHseewkre : PFGE Rolska Grupa
Energetyczna S.A., Enea S.Aand TAURON Polska Energia S.A. Partners).

PGE EJ 1 sp. z o.0is responsible for the preparation and realisation of an investment involving
the construction and operation of Poland's first nuclear power plant .

KGHM Pol s ka Hdd 1®% af th&sha#es in PGE EJ 1 sp. z 0.0The final sales price for
the shares in the company PGE EJ 1 sp. z 0.oheld by KGHM Pol s k a dvhountddsto ¢
PLN 53 million (after reflecting the post -transaction adjus tment arising from the obligation to
update the market value of the shares of PGE EJ 1 sp. z 0.0., as at the date of payment of the
sales price).

In addition, the Partners and PGE EJ 1 sp. z o0.0. signed an annex to the agreement dated 15
April 2015 regardi ng WorleyParsons, according to which the Partners are proportionally
responsible for liabilities or are entitled to claims that may potentially arise as a result of
resolution of a dispute with WorleyParsons, up to the level of claims together with accrued
interest as at 26 March 2021 .

Merger of the  KGHM VI On 31 May 2021 the Investors Meeting of KGHM VI FIZAN and the Investors Meeting of KGHM
FIZAN Fund with  KGHM  VII FIZAN adopted resolutions expressing their consent to a merger of the Funds.

VII FIZAN Fund KGHM Pol ska s thedsdle prticibant in the KGHM VI FIZAN and KGHM VII FIZAN
Funds.

KGHM VI FIZAN was the acquired Fund, and KGHM VII FIZAN was the acquiring Fund. The
merger was performed through a transfer of the assets of the acquired Fund to the acquiring

Fund and distribution to the participants in the acquired Fund of investment cer tificates
(hereafter: IC) of the acquiring Fund in exchange for IC of the acquired Fund
KGHM Pol ska Miedz S.A. (hereafter: Participa

with a total value of PLN 110 million, received 8 824 IC, series F of KGHM VII FIZAN with a total
issue price of PLN 110 million .

On 30 July 2021 the new series F of the IC of KGHM VII FIZAN was registered .

An order for removal of the KGHM VI FIZAN fund from the registry of investment funds was
issued on 30 July 2021.

Redemption of On 24 June 2021, as part of the procedure of merging the KGHM VI FIZAN Fund with KGHM VI

Investment FUzAN, KGHM Pol ska Miedz S. A. made a call f
Certificates of KGHM (hereafter Certificates) of KGH M VII FIZAN (hereafter Fund), from a total pool of 30 591  units
VIl FIZAN held by KGHM Polska Miedz S.A. On 30 June zZ

followed on 6 July 2021 by the payout of funds in this regard in the amount of PLN 5 million ,
resulting fr om the measurement of the Certificates in accordance with their net asset value as
at the date of the buyback .

As at the date of the buyback, or on 30 June 2021, the Certificates were removed from the
registry of participants of the Fund and redeemed under the law .

On 17 December 2021, KGHM Pol s k a shMiméteda s@sefuent call for the buyback
of 3 700 of the Investment Certificates of KGHM VIl FIZANout of the total pool of 38 994 units
heldby KGHM Pol s ka Mi3kOecemier 2821 the Fund bought back the Certificates ,
and then on 31 December 2021 by the paid out of funds in this regard in the amount of PLN
40 million , resulting from the measurement of the Certificates in accordance with their net
asset value as at the date of the buyback .

As at the date of the buyback, or on 30 December 2021, the aforementioned Certificates were
removed from the registry of participants of the Fund and redeemed under the law

The Management BoardAs Report on the activities of 20
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version



in PLN millions, unless otherwise stated

Conclusion of
liquidation
proceedings in non -
operating companies
Future 6 sp. z 0.0.1in

On 16 June 2021 the process of liquidating the companies  Future 6 sp. z o.0. (Future 6) and
Future 7 sp. z o.0. (Future 7) was concluded . The process of liquidating the non -operating
companies Future 6 sp. z 0. 0. and Future 7 sp. z 0.0. began in July 2020 . De-registration of the
company Future 6 sp. z 0.0. occurred on 31 December 2021, and of Future 7 sp. z 0.0. on 3
January 2022.

liquidation and Future
7 sp.z0.0.1in
liquidation and payout
of funds from the
liquidation

Decrease in the share
capital of Cuprum
Development Sp. z 0.0.

(a portfolio company of KGHM
VIl FIZAN)

On 2 June 2021 the Sh ar e h o Mekteng of ACuprum Development Sp. z 0.0. adopted a
resolution on a decrease in the share capital and redemption of 14 624 shares with a nominal
value of PLN 500 each, representing 99.56% of the share capital .

The shares subject to redemption were acquired by the company on 8 September 2021 from
the sole shareholder ,i.e. KGHM VII FIZAN,for the purpose of redemption . Total consideration
for all of the shares acquired for the purpose of redemption amounted to PLN 47 million . The
funds to buy the shares for the purpose of redemption came from the disposal of the
companyAs naiemla®esdetate | ocated in Wroctaw.

The share capital of the company was reduced from PLN 7 million to PLN 32 500.

In addition, the following events occurred after the balance sheet date

- On 21 February 2022 the KGHM VIl Closed-end, Non -public Investment Fund (hereafter : Fund), 100% of whose
Investment Certificates are ownedby KGHM Pol s k a Hhdieafter ZKGSIM)Asold t6 Polski Holding Hotelow y
sp. z 0.0. all of the shares directly held in the company Interferie Medical SPA sp. z 0.0. with its registered head
office in Legnica, i.e. 41 309 shares representing 67.37% of the share capital and the same number of votes at the
s h ar e h onheetirgr. BhAremaining 32.63% of the share capital of the company Interferie Medical SPA sp. z 0.0.
were held by the indirect subsidiary of the Fund Z INTERFERIE S.A.

- on 28 February 2022, as a result of settling a call to sell the shares of INTERFERIE S.A. (hereafter: the Company),

by Polski Holding Hotel owy s pzFundusoHoteleOlSoompani es i n

S.K.A. and Fundusz Hotele 01 Sp. z 0.0. z sold all of the shares held in the Company, or atotal of 10 152 625 shares,

representing 69.71% of the share capital and granting the right to the same percent of votes at the general

meeting of the company .

announced

As aresult of the above , neither KGHM nor an y of the entities of the KGHM Group hold shares inthe Companies : INTERFERIE
S.A.and Interferie Medical SPA sp. z 0.0.

EQUITY INVESTMENTS N INTERNATIONAL ASSETS

Equity investments carried outin 2021 were made by increases in share capital

Table2, Changes in the GroupAs structure an2D2lorganisation (internati

Increases in share capital

Quadra FNX F In order for the company Quadr a FNX t6Fethin Be status of Foreign Financial
Unstitution under Chilean | aw, it was neceUSP
2.5 million (PLN 10 million *) to the level set forth in the aforementioned law. As a result, KGHMI
Holdings Ltd. acquired 2 500 000 shares in the increased share capital of the company Quadra

FNX FFIS . rd

KGHMI Holdings Ltd. Due to the need to increase the share capital of the company Quadra FNX F
KGHM INTERNATIONALLTD. increased the share capital o fthe company KGHMI Holdings Ltd.
by CAD 3.1 million (representing the equivalent of USD 2.5 million and PLN 10 million ). As a
result, KGHM INTERNATIONAL LTD. acquired3 103 000 shares in the increased share capital of

the company KGHMI Holdings Ltd.

In 2021, the company KGHM INTERNATIONAL LTD and the JVpartner Abacus Mining and
Exploration Corporation increased the share capital of KGHM Ajax Mining Inc. by a total
amount representing the equivalent in  CAD of USD 3 million (PLN 12 million %), i.e. KGHM
INTERNATIONAL LTD by USD 2.4 million and Abacus Mining and Exploration Corporation by
USD 0.6 million .

1 at the average exchange rate of the NBP from31 December2021

KGHM Ajax Mining Inc.
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3. PRIMARY GROUP PRODUCTS

COPPER CATHODES

Copper cathodes made from electrolytic copper with a minimum copper
content of 99.99% are the basic produ
the highest quality requirements and  for many years have been registered as
Grade (dAj on t he L ga(dvuEyandMmethea3hanghaid-ltaes
Exchange (SHFEunder three brands: HMG -S, HMG-B and HML . Additionally in
February 2022 registration of KGHMASs
i.e. the International Energy Exchange in Shanghai (INE) , was complet ed.

Copper cathodes are also the primary product of the Carlota mine in the USA
and the Franke mine in Chile, belonging to the KGHM INTERNATIONAL LTD.
Group .

The main customers for the cathodes are producers of wire rod, other rods,
flat bars, pipes, she ets and conveyor belts .

COPPER WIRE ROD

8 mm copper wire rod is manufactured through the Cont i rcanth@us
process of melting, casting and drawing. It is mainly produced from cathodes
manufactured by KGHM Polska Miedz S. ¢/
copper product volume -wise produced by KGHM. Wire rod is produced in five
classes of quality, de pending on the needs of the customer. The product is
primarily used in the cable, electromechanical and electrotechnical industries

SILVER

El ectrolytic silver is produced mainl
of bars (ingots, billets) and grains containing 99.99% silver. Silver bars
(weighing approx. 32 kg) hold a certificate registered on COMEX in New York

as well as a Good Delivery certificate issued by the London Bullion Market
Association. Grain silver is packed in bags weighing 25 kg o r 500 kg. The main
customers for silver are financial institutions, the jewellery industry,
photographic industry, and the electronics and electrical industries as well as
producers of coins and medallions

COPPER CONCENTRATE

Produced by the Robinson mine in the USA, part of the KGHM INTERNATIONAL
LTD. Group, containing about 20% of copper. This product is also produced by
the Sierra Gorda mine in Chile (copper content is above 20%). Both of these
concentrates also include gold and silver as additional product s. The copper
concentrates are sold for further processing as a commercial product

MOLYBDENUM OXIDES

One of the main commercial products of the company Sierra Gorda is
molybdenum oxide, arising from the processing of the molybdenum sulphide
concentrate (containing approx. 48% Mo) produced by the Sierra Gorda mine.
Molybdenum is used in the aircraft, defence, oil, nuclear and electronics
industries .
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MOLYBDENUM CONCENTRATE

Another commercial product (apart from copper concentrate) produced by
the Robinson mine in the USA, part of the KGHM INTERNATIONAL LTD. Group.
Production of molybdenum concentrate is derivative of the process of copper
concentrate pro duction .

GOLD
Gold in the form of bars weighing approximately 0.5 kg, 1 kg, 4 kg, 6 kgand 12
kg, containing 99.99% g ol d, is produced by KGHM

used in the jewellery industry, by banks and in the electrical industry

ORE CONTAINING COPPER, NICKEL AND TPM (PRECDUS METALS- GOLD,
PLATINUM, PALLADIUM )

Ores containing copper, nickel and TPM are produced by the mines in the
Sudbury Basin in Canada, part of the KGHM INTERNATIONAL LTD. Group. They
are sold for further processing to one of the plants in the Basin

OXYGEN-FREE COPPER ROD

Two types of rod are produced using UPCAST ® technology: Cu -OFE oxygen-
free rod and CuAg(OF) oxygen -free, silver-bearing rod. Depending on
customer need, the rod is produced in several diameters: 8 mm, 12.7 mm, 16
mm, 20 mm, 22 mm, 24 mm and 25 mm with possible silver content
Customers for this pro duct are in the cable industry, with application in the
form of thin wires, enamelled wires and fire  -resistant cables, as well as cables
for transmitting audio and video signals . Oxygen-free copper rod is an ideal
materia | for the process of extrusion into flat profiles and for processing
throughthe Co n f o mnog®ss. It can also be used in the process of drawing
into flat and round profiles . In addition, oxygen -free, silver -bearing rod is used
in the manufacture of trolleys and commutators.

ETP/OFE NUGGETS

Nuggets obtained from Cu ETP1 (99.90% Cu) wire rod and Cu OFE (99.99% Cu)
rod for use in the manufacture of alloys and in galvanisation. Sample nugget
sizes: diameter of 8 mm, 12.7 mm; length of  10-35 mm
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4. MACROECONOMIC CONDITIONS AND ANALYSIS OF THE MARKET

—
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4.1. MACROECONOMIC ENVIRONMENT

The year 2021 in the international economic arena was for many reasons exceptional , and from the point of view of the
global pandemic it was a turning point . Pharmaceut ical companies began the mass distribution of vaccines against SARS
CoV-2 which, in combination with the enormous quantitative easing programs introduced by central banks , raised investor
optimism . Indices of the equity markets once again rose , in many cases exceeding historic records . Commodities also rose
in value , with some reaching historic maximums , including copper prices.

It was also a period in which therewasac hange in the presidency of the USA. Donal d

passed to Joe Biden, who in many areas had strongly different views. They did however agree on the question of the need

for further economic stimulus, in particular until such ti me as the vaccinations programs achieve a level insuring that the
risk of subsequent lockdown s is highly limited , and the health care system stabilizes and becomes unburdened . The
rebuilding the labour market was recognised as the most important . A similar direction was followed in Europe and Asia,
with the differences only coming from  the details of the stimulus applied . Together with numerous fiscal incentives, the
w o r | edoAan ies were stimulated by a monetary impuls e. In the first months of 2021, centr al banks continued to maintain
low interest rates and continued to print money . A change in rhetoric came in the second half of the year , when the situation
on the labour market sand in the economy began in many countries to returnto apre  -pandemic state . The supply of energy
commodities was reduced by reluctance towards new investments , given the rapid rise in demand resulting from
emergence from the pandemic -induced restrictions in the global economy, led to a jump in the prices of energy
commodities . In Europe the problem was worse due to rising geopolit ical tensions . At the same time, strained or frequently
severed supply chains along with consumer demand pushed by strong fiscal and monetary stimulus resulted in a
destabilisation of prices around the wo rld. Both the produce r price index (PPl)as well as the consume r price index (CPI,
which includes base inflation ) soared, leading to substantial ly higher global inflationary expectations . After several months ,
the representatives of central banks took action, aimed at the gradual discontinuance of quantitative easing program s or
the commencement of a cycle of interest rate hikes . Representatives of the American Federal Reserve,t he wor | d
monetary institution , began to restrict quantitative eas ing (QE)with a target of ceasing purchases of assets in March 2022.
At the end of the year , the central banks of England and Switzerland raised interest rates , and a similar reaction was
witnessed by central banks in Central -Eastern Europe and in many oth er emerging economies in the world . The increase in
interest rates was initiated by developing countries . The jump in inflation rates in these countries also resulted in a rapid
normalisation of monetary policy parameters . Following decisions that were taken primarily in the last quarter of the year
in many cases the level of interest rates is already higher than prior to the announcement by  WHO of the global pandemic .

As regards the question of economic activity it is worth noting that the world  became increasingly effective in dealing with
the pandemic environment . Lockdown s were of a more targeted nature , as opposed to effecting the entire economy . Health
services with each successive wave became more effective , though the health care systems remained tremendously
strained . Delta and omicron strains appeared , which showed thatthe coronavirus was mut ating, and subsequent muta tions
may be more infectious and/or dangerous . According to the last report of the International Monetary Fund  (IMF), an increase
in global GDP in 2021 was estimated at 5.9% versus a decrease of 3.1% in 2020. The estimated rate of growth rose
significantly both in developed economies (5.0%in 2021 from -4.5% in 2020), as well as developing economies (6.5%in 2021
from -2.1% in 2020). The results of the United States A e c o m@0RY was estimated at 5.6% (-3.4% in 2020), while the
increase in economic activity in the eurozone is 5.2% year-to-year. The rate of growth in China in 2021 was estimated at
8.1%, accelerating from 2.3% in 2020. In the World Economic Outlook published in January 2022,t he U MFAs
assessed the increase in global GDP by 0.5 percentage points less than in the autumn report . The updated outlook results

Ns

Tru

arge:

economi st

to a large extent from a loweringoft he rate of growth in the wohe USAasd Chimapwhilstar ge st ec

amongst the arguments for reducing the rate of growth are the rapid spread of the ~ omicron v ariant, the strains on supply
chains, rising energy commodities prices, higher infl ation and slower than previously expected consumer demand in ~ China.
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Chart 1. Forecasts of real GDP growth per the International Monetary Fund from January 2022 versus previous forecasts
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In terms of the comm odities market, several events and turning points are worth noting . The necessity to carry out the
green revolution put forward by several institutions  and the role that copper will play , led to attention being focused on  the
red metal by many market participants (producers ,consumers , commercial companies and investors ). The start of the year
did not see a continuation of the upward price trend that beganin  2020. Nevertheless, unflagging demand , financial investor
interest and subsequent declarations on achieving emissions neutrality not only by various governments , but also by
individual companies , provided a signal for further price rises . A key moment was the declaration by China of the intention

to achieve emissions neutrality, a country which in  the past had frequently avoided the subject of reducing polluting
emissions. Also positively received were the pollution reduction goals announced by the new administration of Joe Biden.

The situation thus reached a turning point , as both countrieshadfor decades been amongst the
of carbon dioxide .

Chart 2. Change in commodities prices in 2021 (first vs last day of the year )
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Source Refinitiv, KGHM Pol ska Miedz S.A.

The Management BoardAs Report on the activities of 25
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version

worl dAs



in PLN millions, unless otherwise stated

Table 3. Macroeconomic factors significant for the operations of the KGHM Pol ska Mi edzza®ragepricesflo up

. h
Unit 2021 2020 © a'zge) 4 QA 30QA 2QA 1QA
0

Copper price on the LME USDIt 9317 6 181 +50.7 9699 9372 9700 8504

Copper price on the LME PLN/t 36017 23975 +502 39166 36303 36438 32115

Silver price per the LBMA USD/oz t 25.14 20.54 +22.4 23.33 24.36 26.69 26.26

Molybdenum price per the CRU USD/Ib 16.18 8.90 +81.8 19.74 19.81 13.93 11.25

USD/PLN exchange rate per the NBP 3.8647 3.8978 (0.8) 4.0421 3.8740 3.7611 3.7752

USD/CAD exchange rate per the 12535 13415 66) 12603 12600 12282  1.2660

Bank of Canada

USDICLP exch te per th

exchange rate per the 759 792 4.2) 826 771 715 724

Bank of Chile
1 arithmetic average of daily quotations

Over the course of the year quite a number of interesting events occurred on the copper market. Due to concerns about

an increase in the number of infections related to the mass movement of people during the Chinese New Year, Chinese
authorities decided to  suspend work in production facilities. This led to an above  -average for the period increase in copper
demand. The usual accumulation of inventories did not occur, as material was continually processed. At the same time
demand for copper also rose in highl y-developed countries, which were emerging from the pandemic  -induced restrictions.
Financial investors were stimulated to act by analytical reports of investment banks, in which analysts raced one another as
regards price forecasts for the coming years.

The dynamically -rising price caused concern, however, in the Chinese authorities as to the sustainability of the economic
rise and the cost of functioning of the economy . Consequently, following numerous verbal intervention s, the Chinese
authorities decided to release some of the metal stored earlier by the State Reserves Bureau (SRB),which until then had
occurred very infrequently . Despite the volume of metal sold being lower than expected |, several auctions sufficedto quench
theriseinthe r ed me t aed biirg batance to the market , mainly the domestic one . The deficit of metal faced by the
mar ket As p aan beiseen ip afarmastion presented by the International Copper Study Group, which estimates that
in the first eleven months of 2021 the copper market was in a state of deficit at the level of 339 thousand tonnes . The deficit
in the whole year 2021 was estimated by the same institution at 42 thousand tonnes . It should however be recalled that
these data are based among others on so-called apparent demand in China, meaning data reflecting net impor ts together
with production , but excluding changes in warehouses, and therefore could be underestimated . On the other hand , a
number of financial institutions as well as those specialising in the m etals market have estimated a somewhat higher deficit
on the copper market in 2021, on average at a level of around 125 thousand tonnes .

Taking into consideration the portfolio of mine projects , it is highly probable that over the next several years a substantial
amount of new material will enter the copper market . Most of the mine production which soon will be made available will
come from projects which are currently in the final phase of realisation . It should however be noted that there are several
events which may significantly impact the fundamental situation on the market over the long -term. In jurisdictions which
unt il now have account eappérageserveshsechasoPerl dnd €hild, polit iga¢ changes have occurred
whose consequ ences could increase uncertainty in the conduct of the mining business in subsequent years . A political turn
to the left in these countries could mean a less predictable investment climate and a desire for higher taxation  in order to
equalise social well-being. It should also be noted that the desire to tax the mining sector is taking on a global character
Likewise, trend s in climate policy do not support the advancement of expensive and complex investment projects.
Arguments predicting another commo  dities super -cycle espoused by certain investment banks proposed, among others,
that current prices have to rise and maintain a high level in order to motivate mining companies on the one hand to commit

to more difficult investments, and on the otherto in  crease their recycling activities.

Strong demand for copper led to a substantial draining of inventories in the fourth quarter of 2021. LME warehouse levels
fell to a historic low , resulting in substantial volatility of forward curves ~ and an immense level of backwardation (over 1000
USD/t on the intraday scale), meaning a market where futures contract prices for subsequent periods are lower than spot
prices. This market condition resulted from the fears of its ~ participants about the availability of material , as a result of which
the red metal was/is worth more Qoday j than Qomorrow j In subsequent weeks the market situation calmed, among others
thanks to the inter vention of the LME authorities . Nonetheless , the level of inventories remains substantially low er than the
historic average, while the forward curve until the end of the year continued to unremitting ly reflect the fears of market
participants , maintaining deep backwardation

The average annual price of copper (cash settlement on the LME)in 2021 amounted to 9 317 USD/t. The highest price was

recorded on 10 May. At that time it amounted to 10 724.50 USD/t, and set a historic record . The lowest level was recorded

on 2 February. On that day the price of the red metal amounted to 7 755.50 USD/t. Taking into consideration the cash

settlement price, copper in 2021 rose by 22% (the closing price on the first versus last day of the year ). Itis also worth noting

that 2021 was also a record year in terms of copper pri ces denomi nat ed . Theavdrdyepride ml2028h zt oty
amounted to 36 017 PLN/t (daily LME prices calculated after the NBP fixing).
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Chart 3. Copper price (average monthly ) per the London Metal Exchange ( in USD/t)
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The turn of January and February 2021 was a period when silver took cent re stage on the financial market . Following a
speculative upturn on the shares of the company Gamestop, this metal turned out to be another target of the speculative
insurgency of investors associated on the internet forum Reddit. The intention of individual investors was to enforce the
closing of supposedly enormous short positions of investments banks out of the market (a so-called short squeeze). The
main instrument used for this purpose  turned out to be derivatives , which was mostly felt by the options market , whose
parameters remained unsteady for many weeks . Following these events, the price of silver briefly broke the 30 USD/oz t
level (marking the maximum yearly price in the continuous trading system of 30.03 USD/oz t), following which in subsequent
months its value systematically decreased. The minimum was reached at the end of September and amounted to 21.39
USD/oz t. Contrary to historic dependencies , the price of silver (and also gold) did not react to heightened expectations or
global inflation . Evident instead were the impact of fears about the sustainability of growth and the change in monetary
policy, which,af t er Febr uar,jedts adop in iteres} i nppecious metals as well as a decrease in warehoused
silver and gold in ETFs. The continuation of global interest rates at record low levels held back investor interestin precious
metals . The price of silver ended 2021 at around 23.10 USD/oz t. The average price of this metal according to the London
Bullion Market Association (LBMA)in 2021 rose by around 22% and amounted to 25.14 USD/oz t versus 20.54 USD/oz t in
2020.

Chart 4. Silver price (average monthly ) per the London Bullion Market Association ( in USD/oz t)
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Source: Bloomberg, KGHM Pol ska Miedz S. A.

The price of molybdenum rose systematically during the year , reaching its maximum price in September, and for several
weeks remained above 20 USD/Ib. Increasing demand for steel containing molybdenum (FeMo;in China +12% year-to-year)
together with fears about metal supply being lower due to logistical interruptions and restricted mine production led to
multi -year highs being reached . In the fourth quarter of 2021  prices recorded a slight decrease , mainly due to fears about
demand being affected by an energy crisis impacting the stainless steel production . The average price of the metal in 2021
amounted to 16.18 USD/Ib and was 82% higher than the average for 2020 (8.90 USD/Ib).
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Chart 5. Molybdenum price (average monthly ) per the CRU {n USD/Ib)
25

20 +

2017 2018 2019 2020 2021

Source CRU KGHM Pol ska Miedz S.A.

Quotations of the Polish z t yo lioth in comparison to the euro as well as the American dollar, continued to be under the
influence of the heightened volatility extent for some time on the financial markets . Currency interventions at the end of
2020 by the National Bank of Poland (NBP)aimed at maintaining a favourable PLN exchange rate for Polish exporters ~ , were
meant to anchor market participants at the start of 2021 around the level desired by the NBP. Subsequent weeks showed
however that the situation on the currency market may turn out to be far from stable . At the start of June 2021 the Polish
zt oty r e minithuend verisus the euro (approx. 4.45) and the American dollar (approx. 3.65). In subsequent months
centre stage was taken by the conflict between Poland and the ~ Europe an Commission and rising prices in the economy with
a continuation at the same time of the existing monetary policy chosen by the Monetary Policy Council . A change occurred
in the fourth quarter , when the NBP unexpectedly altered its rhetoric , raised interest rates and continued to tighten
monetary policy in subsequent months . The PLN exchange rate reached its highest level versus the euro and the USD in
November , at the levels respe ctively of approx. 4.72 and approx. 4.19. The PLN ended 2021 at around 4.06 to the USD (NBP
fixing of 31 December 2021). The average USD/PLN exchange rate (per the NBP) in 2021 amountedto  3.8647 and was lower
by 1% than in 2020 (3.8978 USD/PLN).

Chart 6. USD/PLN exchange rate (average monthly ) per the National Bank of Poland
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Source Bl oomberg, KGHM Polska Miedz S.A.

Despite subsequent waves of coronavirus infections and the associated restrictions introduced by the government , the
Canadian economy is returning to growth . This does not however alter the fact that  after three quarters GDPremains below
the level of 2020. As regards the question of monetary policy ,in November the Canadian central bank ended its quantitative
easing program , while inflatio n, which remains above the target level (1-3%),is slowly leading to a change in monetary policy
rhetoric and increases the likelihood of interest rate hikes . In 2021 the Canadian dollar recorded a slight strengthening
versus the American dollar, taking in to consideration the quotations of this currency pair in the first and last days of the
year. The average USD/CAD exchange rate (per the Bank of Canada) in 2021 amounted to 1.2535 and was 7% lower than
the rate recorded in 2020 (1.3415).
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Chart 7. USD/CAD exchange rate (average monthly ) per the Bank of Canada
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Events in Chile in 2021 were mainly dictated by the electoral calendar . Since the mass protest s of 2019 the citizens of Chile
have expected changes in their constitution , which in consequence led to the victory of the leftist candidate = Gabriel Boric.

A substantial challenge for the mining industry will be the  further evolution of tax law and the direction of new legislation
The first draft act and the copper mining taxation it contained met with substantial opposition by the industry A's
representatives and resulted in continued negotiations . If the current wording of the act is adopted , it is highly probable
that the attractiveness of investing in copp er resources -rich Chile in terms of new mining projects will be substantially
decreased. These fears to a large extent have been reflected in the price of copper which is significant not only for the
countryAs bal anluealsofor thed$DHME R éxshange rate , which during the year systematically weakened .
The average annual USD/CLP exchange rate (per the Bank of Chile) in 2021 amounted to 759, meaning a strengthening of
the local currency as compared to the USD by 4% (792 in 2020).

Chart 8. USD/CLP exchange rate (average monthly ) USD/CLPper the Bank of Chile
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MACROECONOMIC CONDITIONS AT THE START OF2022

The start of 2022 was rich with another batch of events of significance for the global economy . Though the world is dealing
with the highly -contagious omicron strain, a regional director of the World Health  Organi sation (WHO) stated at the end of
January that it is highly probable that the end of the  pandemic in Europe is in sight . The level of vaccinations amo ngst society
and resistance gained from enduring the disease is leading an increasing number of European countries to ease or
completely remove restrictions . While this is a positive signal for economic activity , the coronavirus remains a threat to the

continuity of international supply chains and continues to be a cause of potential interruptions to commercial trade .

The global economy continues to deal with an energy crisis which, given limited capacity to increase supply, is driving up
energy prices. These in turn, given supply chains for other goods which remain strained and thanks to strong consumer
demand , are causing higher inflation on the global scale and are driving up costs . Rising costs are increasingly perceptible
in subsequent links of the global economy . Moreover, in response to rising prices and the risk of inflation expectations
getting out of control , central banks are further tightening the monetary policy . The question being posed by market
participants is not whether the leading centr al banks will raise interest rates , but what the scale of the tightening will be and
the impact of these hikes on global economic activity .

There has been no decrease in doubts as to the further development of the situation , while the events in eastern Europe
and the Russian invasion in Ukrain e are not facilitating an assessment of the market environment . Particularly in the context
of energy carrier prices , and amongst these natural gas, whose primary supplier to Europe is Russia. There also appeared
above -average volatility on the currency market. The weakening currencies of countries in our region, in combination with

the jump in energy commaodities prices, are driving inflation, which already at the turn of the year was the highes tin many
years. An additional problem for European industry are the rising costs of European CO,emission rights certificates , which
in recent weeks have been marking new price records . The increase in the prices of these certificates may lead to discussi ons
on a broader scale and is leading to actions aimed at reforming the  system and perhaps restricting speculative activit ies.
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The impact of the war in Ukraine on the European and global economy is difficult to assess at this time, but problems with
the supply of numerous products, including steel, as well as serious interruptions in the production and export of
agricultural products, may have serious social and economic repercussions.

4.2. ANALYSIS OF THE GLOBAL MARKET FORTHEGROUP' S BASI C PRODUCTS

The primary products of the KGHM Group, i.e. copper concentrates, cathodes, copper wire rod and silver in the form of
bars and grains, are traded on the highly -competitive global market as well as in reference to the commodity markets.
Markets for the individu al products offered by KGHM have varied rules and customs concerning trading and standard
prices. Their incomparability is also due to the characteristics of products, which impacts their usage and the diversity of
market participants .

COPPER

The primary p roducts offered by the companies of the KGHM Group are concentrates, cathodes and copper wire rod
For all of these products, the price benchmark (i.e. the global benchmark of copper prices for physical sales contracts of
copper -bearing materials and prod ucts) is stock market quotations, with the cash settlement of the London Metal Exchange
(LME) being most commonly used . Less commonly used are alternative quotations of copper on the stock exchanges in
New York (COMEX) and the Shanghai (Shanghai Futures Exchange -SHFB. Gr a d e 3 Adgfined cogper cathodes, with a
copper content of at least 99.99%, are quoted on the LME (under the standard BS:EN 1978:1998- Cu-CATH1, the standard
sets the maximum level of impurities for ~ Cu-Cath-1 copper at 0.0065%). In order to be able to apply stock exchange prices

to purchase/sale transactions of the products to which this quality standard is not applied (i.e. all types of copper -bearing
materials such as copper concentrates, copper scrap or more processed products like copper wire rod), market participants
have developed a premium and discount system, which adjusts stock quotations . It allows setting of a market price for a
product which takes into account its processing stage, its physical state and chemical makeup , as well as costs of transport

and insurance to an agreed delivery destination and the current availability of the metal in a given location

Copper concentrates

Copper concentrate is a product made by processing and enriching copper ore, which usually has a relatively low metal
content and is not suitable for direct metallurgical processing. Usually, copper content in concentrate varies from
percentages in the teens to several tens of percent, which enables further processing in copper smelters and refi neries. The
cost of transporting products with a lower copper content (for example copper ore) basically eliminates them from trade in

the global market (with certain exceptions), therefore it may be assumed that copper concentrate is the first product of
processing copper ore that may be generally traded . As a result of metallurgical processes copper is produced as well as
the by -products of processing (mainly precious metals, sulphuric acid, lead etc.). The main participants of the concentrate
markets are mines supplying the product on the market and smelters and refineries, for which the concentrates are
materials for production. Trading companies also play a role in the international trading, intermediating in the
purchase/sale transactions and offering  additional services expected by the parties . In 2021, the total global production of
copper in copper concentrate is estimated at 17.4  million tonnes (according to CRU ).

Chart 9. Geographical breakdown of copper concentrates production in 202 1 (source: CRU,KGHMPd s ka Mi ed?z
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Copper concentrates require processing into refined copper, which leads to incurring processing costs and the incomplete
recovery of metals at individual production stages. Therefore, the transaction price should have a set of discounts as
compared to quoted prices for refined copper. The benchmark of these discounts (for TC/RC) is determined during
negotiations with the main producers of concentrates (Freeport McMoRan, Antofagasta) and their customers (mainly
Chinese and Japanese smelter s and refineries ).

Companies of the KGHM Group participate in the copper concentrate markets mainly by selling concentrate from Sierra
Gorda in Chile and from Robinson in the USA. At the same time  KGHM purchases copper concentrates from the market
with characteristics suitable for more efficient utilisation of the production capabilities of the smelters and refineries in
Poland.
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Copper cathodes

Refined copper in the form of copper cathodes is the end p  roduct of the smelting and refining processes to which the
copper -bearing materials are subjected (including concentrates, copper blister, anodes and copper scrap). Primary
commodities exchanges (including the LME and SHFE) enable cathodes to be registered  (Grade A type, with a copper content
of at least 99.99% under the BS:EN 1978:1998 - Cu-CATH-1 standard ), and therefore their trading on exchanges and through
LME-approved warehouses. The copper cathodes produced by KGHM are registered on the LME and SHFEas well as on
INE, under the brands: HML, HMG -B and HMG-S. Unregistered cathodes are also traded on the physical market (for example
those that do not meet quality parameters or the minimal yearly production conditions set by exchanges). One example of

unr egistered cathodes produced by KGHM are the Carlota and Franke  brands . The main participants in the cathodes market
are mining and smelting companies producing copper in the form of cathodes and wire rod plants and other companies
engaged in copper process ing, which use cathodes to produce wire rod, other rods, flat bars, pipes, sheets and belts
Similarly as in the case of copper concentrates, trading companies and financial institutions intermediating in the cathodes

trade also participate in the market. In 2021, CRU estimated total global production of refined copper at 24.3 million tonnes .

dt is a standard practice on the Grade 3Aj copper cathodes market
exchanges. Its level allows the producer to ¢ over the cost of transport and insurance to the agreed delivery destination, and

it also includes the premium for quality (of a given cathodes brand) and supply -demand situation on a given market

The companies of the KGHM Group participate onthe cat hodes mar ket mainly by selling cathod:¢

assets. The Gtogdéw Copper Smelter and -8enfl HWGHE byandp, whle thecLegnicac at hode s
Copper Smelter and Refinery produces cathodes of the HML brand, registered on the exchanges in London (LME) and in

Shanghai (SHFE). Moreover, the KGHM Group offers cathodes produced through the leaching and electrowinning (SX/EW)

process in the Franke mine in Chile and in the Carlota mine in the United States. Production of refin ed copper in KGHM

Pol s ka Miamalrted ®. 5%7.6 thousand tonnes, which represents approx . 2.4% of global production .

Chart 10. Geographical breakdown of refined copper production in 2021 (source : CRU, KGHM Pol ska Miedz S.
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Chart 11. Geographical breakdown of refine d copper consumption in 202 1 (source: CRU, KGHM Pol ska Miedz S
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Copper wire rod

Copper wire rod is manufactured in the continuous process of melting, casting and drawing in plants processing refined
copper. The material used in this production cycle i s mainly copper in the form of cathodes, although higher  -grade copper
scrap may also be used. Wire rod is a half -finished product used in the production of single wires and strands used to
produce conducting cores in cables and electric wires (for example: ~ enamelled cable, car cables, power cords etc.). Similarly
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as for copper cathodes, trading companies are also involved in trading of half -finished products , apart from companies with
production facilities (wire rod plants and companies processing wire rod into cables and bundled wires) . The wire rod
market, due to the quality characteristics of the product, is more of a local market, which also means that it is highly
competitive and demanding. In 2021, total global production of copper in the form of wire rod is estimated by CRU at 19.3
million tonnes .

Chart 12, Geographical breakdown of copper wire rod production in 2021 (source : CRU, KGHM Polska Miedz S
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Chart 13. Geographical breakdown of global wire rod consumption in 2021 (source :CRUKGHM Pol ska Miedz S. A.)
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Wire rodAs price structure, apart from the copper quotations on th
(added to cathodes) and the refining charges due to the costs of processing cathodes into wire rod. KGHM P ol ska Miedz

S.A. produces wire rod in the Cedynia Wire Rod Plant in Orsk

Copper wire rod and wires are utilised in numerous sectors of the modern economy, while the products created from them
(cables and bundled wires) account for approx. 60% of world cop  per consumption. The vast majority of wire rod and wires
(estimated at over 10 million tonnes annually), is used in construction and infrastructure . Amongst the most popular
products manufactured from wire rod and wires are power lines, cables in the elec trical installations in buildings and
winding wires (together approx . 70%).

dn 2021, production of wire rod and c ab2829 thoysand Ghhés, oPreedrly K% Mi edz S.

of European production. This result makes the Companyoneof Eu r opeAs | eadi ng pr od uhalfefinishedof t hese
products .

SILVER

Approx. 73% of global metallic silver production is a by -product of mining ores of other metals. Silver, due to its unique

physical characteristics, is used in the jewellery, electronics and electrical industries, as well as in medicine, optics, th e energy

industry an d many others. It is also applied in the latest technological solutions, among others in infrastructure, the

automotive industry and photovoltaics. In total, industry utilises approx. 50% of global silver production. It is also a valu ed

investment metal. A ccording to Metals Focus preliminary estimates, in 2021 global production of mined silver amounted to
25.8 thousand tonnes .
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Chart 14. Geographical breakdown of global mined silver production in 2021 (source: Metal Focus Z preliminary data
KGHM Pol ska Miedz S. A.)
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Usually, participants in the silver market make use of London Bullion Market Association quotations when setting the price
for silver in physical transactions, after adjusting for current market conditions

KGHM sells silver in the form of bars and grains ( pr oduced at the Gt ogéw Copper Smelter and
largest producers of metallic silver. In 2021, KGHM produced 1 332 tonnes of silver, makingthe Company one of the wor
leading producers of silver. This metal in the form of bars i s registered under the brand KGHM HG and has a registered

certificate on the New York Exchange COMEXas well as Good Delivery certificates issued by the London Bullion Market

Association. Silver is supplied in the form of grains to the jewellery and metals industries, which produce alloys containing

silver. Silver in the form of bars (ingots) is mainly purchased by financial institutions and industry .
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5. STRATEGYORK GHM POL SKA MI EDZ S.

5E 7z Five development directions

m e, @

Elasticity/Flexibility Efficiency Ecology E- Industry Energy

5.1. STRATEGY DESCRIPTION-BASIC ELEMENTS OF THESTRATEY OFKGHM POL SKA All EDZ S.

Until the end of 2021 the Company advanced t he (QStrategy of KGHM Poe20s2k3a Miheidczh Swnabs.
approved on 19 December 2018 . The Strategy was based on four development directions (Elasticity/flexibility, Efficiency,

Ecology and E-industry ), arising from global market trends. The aforementioned directions were reflected in six identified

strategic areas, with indiv idualised and measurable main goals

Strategic area Main goal

Production Maintain cost -effective Polish and international production

Development Increase the KGHM Po | ska MiGeda pAHAsAefficiency and f 1.
and international assets

Innovation Increase the KGHM Po | s ka MiGrdozupSAsA.ef ficiency throug

Financial stability Ensure long -term financial stability and the development of ~ mechanisms supporting further
development

Efficient organisation Implement systemic solutions aimed at increasing the KGHM Pol ska Mi @dduyg
value

People and the Growth based on the idea of sustainable development and safety as well as enhancing the

environment GroupAs image of social responsibility

To date, advancement of the Strategy of KGHM Pol s ka fitithe gears 2018-2023 enabled the Group to take
advantage of favourable macroeconomic trends to increase the scale of its operations and to improve its production results
and financial condition .

Nonetheless , due to the rapid changes which took place during this time in the general environment , a review was carried
out and the adopted strategic assumptions were updated . The justification for this review and redefini tion was concurr ent
with the extraordinary market situation  resulting from the SARSCoV-2 virus epidemic .

On 14 January 2022t he CompanyAs Supervisoptyr 8oagy apptrheedGHMepPtoths ka Mi ed?zZ
year 2030 with an outlook to 2040 } as presented by the Management Board .Thisist he CompanyAs cStrategent bi ndi 1
reflecting the macroeconomic environment and the geopolitical situation affecting the mining sector . In the activities

planned a particular place is held by the green transforma tion through renewable energy and modern  technolog y. The

updated Strategy does not alter the CompanyAs current approach
responsibly and to think long-term about t he CompanyAs future

Therefore,th e CompanyAs mission and ,andtkeigaals ofthe Steiegy ara ambihieus, gueattainable .
To reflect the changes in the environment, the four existing strategic development directions (Flexibili ty/elasticity, Efficiency,
Ecology and E-industry) were updated to include a fifth element  z Energy.
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Diagram 7. Mission , Vision and Development Directions of the ~ Strategyof KGHM Pol ska Miedz S. A.

VISION

. Ecology,
m Elastlaltg{. Efficiency safety and
and flexibility sustainability
#5E
DEVELOPMENT
DIRECTIONS
E-industry (@ Energy

This (Q5Ej Strategy i s rCowbusicesspNeivaadtvities pSuppértingdctlivitiea 1 Health, Prosociality ),
based on 5 updated development directions

To always have copper

To use our resources efficiently to become the leader in sustainable development

Diagram 8. 5 Pillars based on 5 updated development directions inthe  Strategy of KGHM Pol ska Miedz S. A.

Core
business

Leader in the

Optimization of mining development of low-

Devel t of
Advanced technologies evelopment of

,;/5 e e v production in Poland 7 st metallurgy with the use
| 5 - 2 and abroad ensuring q of effective processing
gy LElgatpedisicn long-term business (.. .>) capacityfor new mecal based on the principles
N chain gert CO: and mineral deposits ) princips
continuity e of the circular economy

Expansion along the value chain through the development of new
products from copper and other metals (including establishing
cooperation with partners in Poland and abroad)

One of the leading producers of environmentally friendly
electricity, supporting Poland's energy transformation

-——

New
ac es
Suppor
activities

c 0

H}Bﬂ Prosociality ﬁiﬁ Growth based on sustainability and safety

These pillars have been assigned individualised main  goals as well as key performance indicators, as follows

D %,

A significant provider of Smart Mining solutions in the area
of products and services sold in Poland and globally

Ensuring the financial stability of KGHM Group and implementing
systemic solutions aimed at increasing the Group's value

QW B

Development of pro-health activities and health resorts as a contribution to extending the length and quality of life of citizens

I. PILLAR - CORE BUSINESSCOMPRISED OF THE FOLOWING ELEMENTS:
- Advanced technology and R&D creating an intelligent production line
- Optimisation of mine production domestically and abroad ensuring long -term operational continuity
- Leadership in the development of low -emissions mining capacity as regards new metals and minerals deposits in
Poland.
- Development of metallurgy utilising efficient processing based on Circular Economy principles

Main goal Goals for 2030: Base level (2020)
Strengthen the 1) Domestic copper production zZ approx. 600 thousand tonnes of approx. 560 kt of
position of the electrolytic copper (including production  based on a higher amount electrolytic copper
KGHM Pol ska of purchased materials and copper from recycling )

S.A. Group as a

global player in the 2) International copper production Z higher production by the approx. 150 kt of
mining and international assets of KGHM by extending their life -of-mine, payable copper
metallurgy sector developing assets in the mine projects portfolio held and increasing

the resource base thanks to advancement of the International
Exploration Strategy

3) Silver production zmai ntain the position -a approx. 1320
three producers of silver (approx. 1200 tonnes of silver annually). tonnes of silver

4)  Profitability z 10.2% (Average ROCE (return on capital employed)  8.5%
from the last 3 years

5) Cost competitiveness z 3rd quartile 4th quartile
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PILLAR - NEW ACTIVITIES COMPRISED OF THE FOLOWING ELEMENTS:

- To be one of the leading,
transformation .
- Expansion along the value chain by developing the production of new products from copper and other m

environmentally f ri endl vy electricity

(including initiating relationships with partners in Poland and abroad ).

Main goal

Goals for 2030:

producer s,

etals

Base level (2020)

Diversification and
aiming at
sustainable
development by
building internal
generation capacity
from low -emission
sources

22%
cons

1) Energy produced z min. 50% of consumption .

of
umption (694

GWh)

2) A reduction in estimated CO , emissions resulting from electricity
consumed Z 1.0 million tonnes of CO ».

3) Diversification of the commercial offer in terms of metals (increase 2%
in share of new half -finished copper products and highly processed
copper products (OFE -Cu wire, OFE-Cu granules) and other metals

in the total sales of the Group) 7z 10%.

1.9 million tonnes
of CO; (in 2019).

PILLAR - SUPPORTING ACTIVITIES, COMPRISED OF THE FOLOWING ELEMENTS:

- To be a major supplier of Smart Mining solutions for products and services sold in Poland and globally

- Ensure the financial stability of the KGHM Pol s k a

Mi GeodzandImpkement systemic

enhancing its value.

Main goal

Goals for 2030:

solutions aimed at

Base level (2020)

Redefine the way
that existing assets
supporting the core
business are
utilised

1) Recycling of scrap - approx. 350 thousand tonnes of copper scrap 124

(copper -bearing materia Is of varied metals % content ).

2) Revenues from sales on foreign markets of selected Group
companies - using 2020 as the base year = 100%: an increase by
2030 of 147% versus the base year for the companies KGHM Zanam
S.A., Nitroerg S.A. and PeBeKa S.A., and 163% versusthe base year
for the company DMC Mining Services Ltd.

kt of copper

scrap

2020 as base level =
100%

IV. PILLAR - HEALTH, COMPRISED OF THE FOLOWING ELEMENTS:

- Development of activities promoting health and health resorts (spas) as a contribution to extending the length

and quality of life for citizens

Main goal

Goals for 2030:

Base level (2020)

Development of the
spa assets held as a
contribution to
extending the

1) LTIFRgz the goal of O accidents.
2) TRIRZ the goal of 0 accidents.

3) Level of support for the area of Health carried out by the KGHM

LTIFRz 7.3
TRIRZ 0.52

approx. PLN11.5

length and quality Pol ska Mi ed #zdpmax.PONa7tmilliom mn?

of life for society as

a whole

1) Due to the epidemic situation, the area (QHealth and Saih 2020y thus the s
significantly higher financing in this area in the base year.
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V. PILLAR - PROSOCIALITY, COMPRISED OF THE FOLOWING ELEMENTS:
Growth based on the idea of sustainable development and safety

Main goal Goals for 2030: Base level (2020)

Growth based on 1) Support for the fair transformation of the mining sector. Not applicable

the |d§a of 2)  Number of volunteer projects advanced 7 30. 25

sustainable

development and

safety —
3) Level of support for the arts, sport and health approx. PLN 48 approx. PLN 38.5 million

million.

The Strategy of the Group to the year 2030 also includes climate -related goals as respects reducing emissions by KGHM
which are consistent with the Climate Policyof KGHM Pol s k a zMeing d compimentary document to the Strategy
z as well as climate goals for the years 2030 and 2050.

Diagram 9. Emi ssion reduction targets of KGHM Polska Msaodz S. A. and

30% emission reduction climate neutrality
Main directions of decarbonisation: Main directions of decarbonisation:
o Reduction of indirect emissions Scope 2: o The total reduction of indirect emissions Scope 2:
= Development of own emission-free and low-carbon sources = Electricity and heat exclusively from emission-free and low-
= |mproving energy efficiency in production branches and emission sources (own sources)
streamlining technological processes e Maximum reduction of direct emissions:
= Purchase of Energy from RES via PPA contracts’ = Hydrogen technologies
9 Gradual reduction of direct emissions Scope 1: = Use of CCU and CCS technologies?
= Hydrogen doping in technological processes = Electromobility
= First implementations in the field of electromobility = Implementation of advanced technologies within the

production line
e The potential offset of other emissions

1. PPAZ Power Purchase Agreementan agreement for the supply of electricity between two parties
2. CCs/CCUcCarbon Capture, Storage and Utilisation Technologiestechnologies for capturing, storing and utilizing carbon dioxide

5.2. DEVELOPMENT DIRECTIINS OF THEKGHM POL SKA MGEIE S.
POLICY REGARDING THEDEVELOPMENT DIRECTIONS OF THE KGHM GROUP

During the reporting period being discussed, pol i cy regarding the devel opment directi ons
Group was continued. Further actions were also taken aimed at ada|j
the business model o f KGHM Pol ska Miedz S.A. and the market environment .

devel opment policy was also aimed at cooperation between the Grou

competence in terms of individual entities

With respect to implementation of the  Strategy, in the case of the international companies of the Group , KGHM aims to
develop unified reporting principles, coherent internal regulations, and standardised solutions with respect to individual
functional areas of the international entities

INTENTIONS REGARDING EQUITY INVESTMENTS

In the case of the companies in Poland, the primary development goal is to ensure continuity and safe working conditions

in the core business of KGHM P othesGroap akbund theide$of Aistainabfedlevelodpmentnt e gr at i ng
including the implementation of development initiatives under the Circular Economy aimed at limiting the environmental

footprint .

In terms of implementa tion of the Strategy, as regards the Group A miternational companies , a variety of reorganisational

actions were undertaken aimed at integra tion of KGHM INTERNATIONAL LTDin Canadawi t h t he CompanyAs acti\
Poland and the transferal of some of the business functions of ~KGHM INTERNATIONAL LTDto Poland. In 2021, these actions

were continued , mainly in terms of developing uniform internal regulations , procedur es and the standar disation of

solutions in individual areasoft he Co mp a ny Als additon, iinteindl iacians were undertaken aimed at advancing

development scenarios for individual internationalassets i n t he Cpotfloony As
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INVESTMENT GOALS

Investment projects planned and approved for advancement in 2021 support the achievement of strategic goals in all areas
of the Stra tegy. Maintaining cost -effective domestic production will be possible by continuing and bringing into operation
key investments, such as :

- Devel opment of the Zel azny MhueSduthéreQudrterangd the TailingsiSegregatiof ac i | i t y

and Thickening Station .
- Replacement of mining machinery
- Outfitting the mines along with the construction of conveyor belts
- Construction of mine de -watering systems .
- Construction of air cooling systems
- Modernisation of the electrorefining sections inthe  metallurgical plants .

Taking into consideration the development of KGHM by enhancing the efficiency and flexibility of the KGHM Group in terms
of its Polish assets, investments which will be advanced include

- The Deposit Access Pr ogr atmacded ane geve@pnegt tmeld I.ong w

- Devel opment of the Zelazny Most Tailings Storage Facility

- Documentation for the Hybrid Legnica Smelter and Refinery
- Construction of photovoltaic power plants
- Searching for and expl oring deposits under areas of exploration concessions

Moreover, following the idea of sustainable development, investment projects will be continued such as those adapting the
metallurgical installations to BAT conclusions for the non -ferrous metals indus try and to restrict emissions of arsenic
(BATAS).

In addition, the Company will continue to carry out work on new, intelligent technologies and production management
systems, based on online communication between elements of the production process and adva nced data analysis, in
accordance with the KGHM 4.0 Program concept

5.3. ADVANCEMENT OF THE STRATEGY IN2021

During the reporting period being discussed , KGHM Pol s k advaiicee tbez CBtfategy of KGHM Pol sk a
for the years 2019-2 0 2 &pproved in the last quarter of 2018.

In September 2021 during the Economic Forum in Karpacz, the Company announced a further breakdown of the existing
Strategy to include new targets , connected among others with involvement in actions concerning renewable energy sources
(RES, on-shore and off -shore windfarms , the use of hydrogen and small nuclear reactor technology, so-called SMRs.
Consequently , the Company in the last quarter of 2021 undertook actions aimed at implementing the new strategic
dire ctions, which were finally detailed in the document  Cptrategy of the KGHM Pol s k a Gfdue td the yBar 2030
with an outlookto 2 0 4 @gproved in January 2022.

In advancing the Strategy, the Company in 2021 endeavoured to maintain stable production in its domestic and
international assets, and a level of costs guaranteeing financial security while ensuring safe working conditions and
minimising its impact on the environment and surroundings, pursuant to the idea of sustainable development . Toenhance
the effectiveness of the actions undertaken , the decision was made to define and establish ~ Strategic Programs .

Following is information on key actions taken in 2021 in individual strategic areas

STRATEGIC AREA Selected effectiveness measures

o)

PRODUCTION

MAIN GOAL Level of production in Poland of Average yearly metallurgical Minimum y early average of daily
mined Cu in ore with an annual production in the years ore processing in Sierra Gorda
Maintenance of cost -effe ctive C1 cost not higher than 3800 2019- 2030 from 2020
domestic and foreign USDIt in the years 20192023
production
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KEY ACTIONS TAKEN IN2021 IN THE AREA OF PRODUCTION:

Mined production in Poland in 2021 amounted to 442.6 thousand tonnes of copper in ore with a C1 cost of 4 981
USD/t (2.26 USD/Ib) of payable copper .
Payable copper production abroad

A Sierra Gorda: 104 .4 thousand tonnes (on a 55% basis); Achieved EBITDAand payable copper production exceeded
target amounts ,

Robinson: 53 .6 thousand tonnes ,

Carlota: 5.5 thousand tonnes ,

Franke: 10.7 thousand tonnes ,

Sudbury Basin : 1.9 thousand tonnes .

D> > >

Metallurgical production in 2021 amounted to 577.6 thousand tonnes .
Advancement continued on projects aimed at the automatisation of production in K G H MMigsing Divisions, under
the KGHM 4.0 Strategic Program in the area Industry

A Equipment and element s of the de -watering monitoring system were completed , which were built and brought
into operation in the Polkowice -Sieroszowice Mine Division together with visualisation in the dispatcher control
room .

A As part of the work on the @Center of Advanced Data Analysis (Centrum Zaawansowanych Danych Analitycznych -
CZAD) jthe users positively verified the algorithms  involving analysis of the loads borne by the conveyor belts in
the mines , developed by KGHM Cuprum. Implementa tion of the algorithms in a production environment using
the EKSPERBystem platform is underway .

Work was carried out on increasing energy generation from own sources , including RES

A Talks are underway on the acquisition of photovoltaic ~ farm s. A project to construct a photovoltaic power plant of
approx. 1.5 MWe at the Cedynia Wire Rod plant was prepared for ex ecution (the contractor selection process is
underway ). Preparatory work is underway for the execution of 2 subsequent photovoltaic farm projects on
grounds belonging to KGHM with a total capacity of around 6.5 MWe. Analytical work is in progress on the
utilisation of other grounds belonging to KGHM to develop renewable energy sources .

A On 30 November 2021 the Town Council of Gt @& gvadopted a change to the municipal land use plan  regarding
Gl ogMdsw copper i n dReguestsyweré preparedi and agree d for the issuance of environmental
conditions decisions together with Informational Enterprise Cards for each of the 3 planned photovoltaic power
plant s on the grounds of the G} o g @opper Smelter and Refinery , and preparations were made for the issuance
of the technic al conditions for connectingto KGHMAs power . net wor Kk

A Talks are underway on the acquisition of wind farm  power plant s. On 15 September 2021 the Company joined a
sector agreement for the development of off -shore wind power . Currently KGHM is involved in dialogue
with poten tial partners as regards submitting applications for the issuance of  siting permits and the development
of off -shore wind farms .

A On 9 September 2021 a letter of intent was signed on the creation of the Lower Silesia Hydrogen  Valley. Work is
underway on the formu la of cooperation .

A On 23 September 2021 the Company entered into a tripartite agreement involving preparations for the
advancement of an investment involving  the construction of nuclear energy sources with NuScale Power LLC 7 a
produce r which is developing reactors based on SMR (small modular reactor ) technology, and PBE Molecule Sp. z
0.0. Sp. k. zan advisory company . Execution of the nuclear energy project is planned by the end of 2030, while the
Company expects that the first of the nuclear reactors will be in operationin  2029.

A On 14 December 2021 consent was obtained via administrative decision  for the removal of trees and bushes
connected with the construction of a photovoltaic power plant atthe JObor aj .Sandpi t
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STRATEGIC AREA Selected effectiveness measures

w

=11 [I 35% 10% 50%
DEVELOPMENT

MAIN GOAL Level of metallurgical production An increase in the share of Amount by which the needs of
from purchased copper-bearing highly processed copper KGHM Pol ska Mi et
Increased efficiency and materials, including scrap, products i n th¢ fromitsownsources of energy
flexibility ~ of the Group in to 2030 sales by the end of 2030 generation and renewable energy
managing its Polish and sources will be satisfied by the
international assets end of 2030

KEY ACTIONS TAKEN IN2021 IN THE AREA OF DEVELOPMENT:

- Continued advancement of the Strategic Deposit Access Program

A Work on sinking the GG-1 shaft reached a depth of 1293.2 m. Work on Stage VIl of sinking the shaft continues  within
the concrete construction (sinking of the shaft in the 1226-1299.6 m interval ). Ventilation outlets were built

A Agreements were entered into in the form of  notary act s for the purchase of land for the GG -2 QqOd r a.jTalks h a f t
are underway with the Gmina ( Municipality) of Gaworzyce on building an access road to the shaft as well as
procedur es involving the selection of a contractor for the following tasks : shaft site drilling , research within the shaft
site drillholes , construction of the Primary Transformer Station and of facilities needed to sink the shaft

A Talks are underway with the owners of land where the Gaworzyce shaft will be located . The Gmina adopted the
requisite resolutions to commence shaft construction . Anagreement was signed with the Municipality of Gaworzyce.
The terms of purchase of plots of land for the  Shaft construction were negotiated .

A In 2021, 44.3 kilometers of tunneling were excavated in the Rudna and Polkowice -Sieroszowice mining areas,
representing 10% more than in  2020. All of the work carried out under the  Mine Projects Group enables the
successive opening of new mining areas .

A Interms of the Central Air Conditioning System , work continued on building the Surface -based Air Conditioning
Station at the GG-1 Shaft. The main technologic al and instal lation work was completed, as well as electrical and
automatic work . Technological start-up of the first stage of the installation with a power capacity of around 22 MWt
is underway .

A The technical handover of the first part of th e Ice Water Transportation System was completed . Construction
continues on building part 2 of the System.

- Continued advancement of Development of :the Zelazny Most Tailing

A Southern Quarter : Stages 1, 2 and 3 were completed along with  operational permitting . Total advancement of the
physical scope of work for the Southern Quarter together with slurry, water and power infrastructure reached 99%.
Amendments to the task were introduced involving the construction of power and water infrastr ucture . Tailings
continue to be deposited in the Southern Quarter .

A Tailings Segregation and Thickening Station (TSTS: work was completed on tasks involving the execution of
archite cture and internal installations  of the hall, internal, water -sewage and ventilation installations, as well as the
power building . Work is underway on assembling the technologic al part of the Station. Total advancement of the
physical scope of work on Stage 1 is 100%, and 59% for Stage 2. Total advancement of the physical scope of work
on the TSTS is80%. The process of large-grain tailings segregation and thickening is underway for the purpose of
deposition in the Southern Quarter

- Exploration projects with respect to exploring for and evaluating copper ore deposits were carried out pursuant to the
concessions:

A In 2021, in the concession areas QRe t & w n aanch §] Gt o gdeelggical and other work continued which
included the sinking of two drillholes . In the fourth quarter of 2021t he process of altering the Gt
commenced .

A Geological work continued within the ~ Synklina Grodziecka and Konrad concession areas. In the first quarter of 2021
achangetothe Sy nkl i na @onoedson vasdbtaifed .
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A Inthe second quarter of 2021 concessions were obtained forthear easByt om Odand K s kldpsbos zycej .
In the fourth quarter of 2021 a drillhole for exploratory and evaluation purposes  was sunk in the concession area
Byt om Od ramdadhé sinking of an exploratory drillhole in the concession area  ( K u I-Ldbeszyc egommenced .

A In the second quarter of 2021 a concession was obtained to explore for and evaluate  the Radwanice-Gaworzyce
depositinthe QR a d w a areac/At the end of the third quarter of 2021 geological work commenced .

Exploration projects were carried out with respect to exploring for and evaluating of other deposits pursuant to the
concessions:

A Onthe terrain of the Puck concession in the first half of 2021 laboratory and analytical work was carried out . At the
turn of the third and fourth qua rters of 2021 two drillholes were sunk .

A On the terrain of the Nowe Miasteczko concession analysis was performed on the results of geophysical research
A concept was developed to conduct further  geological work .

Projects involving development of the inter  national assets were continued

A In 2021, Sumitomo Metal Mining Co., Ltd. and Sumitomo Corporation decided to sell all of the shares they held in
the joint venture Sierra Gorda SCM to the Australian mining group South32. The Management Board of KGHM
PolskaMi e d Z deSidednot to exercise its right of first refusal to acquire the shares of the company Sierra Gorda
SCM.
A Sierra Gorda Oxide: actions continued aimed at preparing for the next stage of project development , involving
among others the commencement of work related to updating project documentation . In the fourth quarter of
2021, an agreement was entered into involving the transfer of the Oxide project from the structure of KGHM Chile
SpA to Sierra Gorda SCM. At present most of the oxide ore planned  for processing has already been excavated and
is currently stored near the site of the future  copper leaching and recovery (SXEW)plant.
A Victoria project : in 2021, based on exploratory work performed, approx. 6  million tonnes of project resources were
re-categorised to a higher recognition category (from Inferred to Indicated). In addition, work focused on preparing
the foundations for the shaft As he a dafstoragmsitge fotpotentialy a-acitifgingr oc k con't
barren rock ), preparation of a parking area and a water treatment plant . The electrical infrastructure located on the
grounds of the project was connected to the external power network . Work also continued aimed at maintaining
good relations with key stakeholders in the project along with  actions related to preparing selected elements of the
infrastructure, as the preparatory phase for further development of the project . In 2021 the process of acquiring
rights to project terrain was finalised .
A Ajax project:wor k involved monitoring and securing the projectAs terr
continued aimed at dialogue with stakeholders in the  project .

Work continued on an investment project involving documentation for the construction of a second Upcast line to
produce oxygen -free CuOFE copper at the Cedynia Wire Rod plant along with required technical and logistical
infrastructure . In 2021, the documentation was reviewed and the economic feasibility study was updated . A decision
was also received regardi ng t hiathefoudhgaactdr & 2021 nthe process ofobtadinemd | mpact
the requisite administrative decisions necessary to commence the construction continued .

Under the Strategic Program called Hyb rid Legnica Smelter and Refinery the investment project (Pocumentation for
Hybrid Legnica Smelter and Refinery - Legnica Smelter and Refinery Scrap Turnover Base } commenced . Design work
was carried out related to the execution of documentation . By the end of 2021 a partial update of the Referential
Statement of Costs and Program -Area Use Concept for the Scrap Turnover Base and Hybrid Legnica Smelter and
Refinery was received, with respect to production balances

In2021, 18. 70% of K GH Mwwas sugpked by fitsoown gerlemting sources, t including RES The lower
generation of energy from own generating sources as compared to the prior year was mainly due to restrictions on
production compared to the plan for the Gas -Steam Blocks resulting from unfavourable macroeconomic conditions ,
including high prices of natural gas and CO, emissions rights.
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STRATEGIC AREA Selected effectiveness measures

100%

INNOVATION
MAIN GOAL Increase expenditures on Ensure that all of the innovation Level of funds for R&D and
innovation and R&D work to the projects are realised, pursuant to innovation in the years 2019-
Increase the efficiency of level of 1% of KGHM Polska the rules of a coherent model of 2023 to meet the challenges
the KGHM Group through Mi edz S. A.iM2023r ¢ innovation management and faced by KGHM P
innovation activities research and development work the Core Business

(R&D) in the KGHM Group, in the
years 20192023

KEY ACTIONS TAKEN IN2021 IN THE AREA OF INNOVATION :

Under the CuBR venture, co -financed by the National Centre for Research and Development (NCRD), R& D projects
having a total value of over PLN 180 million are underway. Altogether, 25 projects have been implemented under the
four editions of the competition

A 19 projects have been completed (including 5 projects completed in the fourth quarter of 2021 ).

A 6 projects are currently being advanced .

A ltis expected that i n 2022 the results of a project to design blasting metrics , developed under the Venture, will be
implemented . Testing continues to verify mining machine simulators . In 2021, prototyp es were test ed on a group
of around 100 people . Completion of the project and implementa tion of its results is expected in the second quarter
of 2022.

A A consortium advancing a project under the Venture in cooperation with  the company Tauron utilised a prototype
CuAg cable on an existing section of a power line, which is intended to substantially reduce  energy transmission
losses. The cable is undergoing testing which will last 12 months .

Advancement of the Implementation Doctorates Program for KGHM employees continued . At the end of the fourth

quarter of 2021, 30 Doctoral Students from the two editions were participating in the Program (edition |z 20 members ,

edition 11 z 10). During an Underground Mining School in 2021 in Kraké wan academic panel dedicated to the Doctoral

Students was organised .

Actions were commenced connected with the testing of pilot flotation machinery in the Concentrators . A portion of the

infrastructure equipment was delivered .

R&D work was commenced involving the utilisation of PbZn concentrate at the Gt o g Gopper Smelter and Refinery .

Actions are underway connected with preparing a concept and preliminary  documentation .

Work continues connected with testing electric, battery -powered self -propelled mining machinery . Testing of a bolting

rig and a drilling rig is currently underway in the Lubin mine . In the Polkowice -Sieroszowice mine, tests are being

conducted on a transport vehicle adapted to work underground . Preparations are underway to conduct testing of a

loader , which should commence in th e second quarter of 2022.

Following conclusion of the QCu V a |l | eHackaihore, kijder the Dolina Miedziowa (Copper Valley) program , actions

are currently underway connected with continuing cooperation with the participants of the event . The possibility and

reasons for holding a subsequent edition of the Hackathon are being analysed

Construction of an EOIF (Elektroniczny Obieg Informacji Firmowej , or Electronic Company Information Flow ) workflow

platform for R&D processes in KGHM for R&D activities was completed . A version for all users in  KGHM was brought

online . In addition, a service for the collection and transfer of knowledge in the Group 7z uSEARCH KGHMg is being

developed .

Work continues on subsidised research projects and preparing subsidy applic  ations to the following Programs: Horizon

Europe, KIC Raw Materials (Knowledge and Innovation Community), the National Environmental Protection Fund and

under the European Funds for Modern Economy (successor to the Smart Growth Operational Programme ). Actions

undertaken by KGHM under subsidised R&D initiatives in 2021 include among others :
A Commencement of a project called Ghpplication of Reflux Flotation Cell (RFC) Technologyj involving intensification

of the recovery of useful mineral grains

A Continued advancement of a project called Qntelligent control of production in underground mining SIMS 2
(NEXGENS 4 MS) §} .

A Continued advancement of a project called ~@evelopment of assumptions for  technology to improve the recovery
of useful metals contained in fine particles in the processing of minerals j in which methods to improve the flotation
of fine grains in the Concentrators Division are being researched
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A positive assessment was obtained to advance the following projects :

A An electric hammer for crushing lu mps (Echo).

A Brines in RIS (Regional Innovation Scheme) countries (so-called new European Union states which joined the EU
after 2004 ) as a source of critical commodities and energy (BrineRIS).

A Agile exploration and geomodel ing for European critical commodities (AGAMERA).

A Identification of critical metals available within the EU (VECTOR).

- Interms of intellectual property

A Proceedings are underway to obtain |legal protection for the wo
procedure, on the territory of China.
A Applications in respect of four trademarks: the word  -figurative trademark QK GHM G R @&Wojd, trademark
gKGHM GR t&virojd -figurative trademark QGRUP A Ka&#ithg word -figurative trademark Q K G H tgre
submitted to the Europe an Union Intellectual Property Office (EUIPO) in Alicante. Application proceedings are
underway .
A By decisions dated 30 September 2021 the Patent Office of the Republic of Poland granted legal protection for two
word trademarks : QK GHMJGRUPA KGHMj .
Applications were submitted to expand trademark protection in selected non -European countries and

>

in selected classes: international applications through the World Intellectual Property Organization (WIPO)for the
word trademark and the word and figurativ e trademark QK GHM GR Gah&dp, USA, Norway, Turkey, Russia,
Ghana, Belarus) and a national application on the territory of  Chile, a national application of the word and figurative
trademark { K G H bhjthe territory of China . Proceedings are underway .

A The word and the word and figurative trademark QK G H M jbeing monitored in world  trademark bases to verify
similar trademarks submitted for protection

A The Patent Office of the Republic of Poland granted a patent to two inventions : gOrgan wur ahjnuaj acy kon
ubi er k omiggounit of the open -end miner) to KGHM Pol ska &hd #EAMUR SAAand QSposdb
pozycjonowani aluurecegldemega ¢2Zt onu urzagdzenia, zwtaszcza w prze

p r z o dMethpd for positioning of a  device and/or movable element of a device, preferably within the area of the

mine face)to KGHM Pol s ka akdWrdozctSawvA.Uni versity of .Science and Technol o
A Proceedings are underway in the Patent Office of the Republic of Poland for the granting of seven patent s to protect

the submitted inventions

STRATEGIC AREA Selected effectiveness measures
——
‘, L
annon
aoan
FINANCIAL
STABILITY
MAIN GOAL Ba;ing of the KGHMGTr o u p Shortgr cash Efficient managemeht
financing on long-term conversion cycle of market and credit risk
Ensure long -term financial instrume nts by the Group

stability and the
development of
mechanisms supporting
further development

KEY ACTIONS TAKEN IN2021 IN THE AREA OF FINANCIAL STABILITY:
- In 2021, advancement of the strategic goal of ensuring long-term finan cial stability focused on continuing actions aimed
at basing the financing structure on diversified sources of  finan cing while taking into account their long -term nature .

In2021the KGHM Pol s k a QGvdup was fullg capable of meeting its financial obligations. The financial  needs of
Group companies were met by using intra -group cash transfers.  This process is mainly based on managing the GroupA s
current liquidity based on cash pooling and on guarantees and letters of credit , as well as on long-term owner loans .
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The Company has developed solutions aimed at enhancing the efficiency of liquidity management by assisting selected
Group companies to obtain access to financial instruments of a guarantee nature, and has extended the availability of
funds available under the RCF syndicate credit facility granted by the syndicate of banks . In addition, an annex was
signed to a loan agreement with the European Investment Bank , granting the possibility of acquiring up to  PLN 440
million with flexible instalment draw -down terms and a long utilisation period

- The Company took actions aimed at optimising the receivables recovery period and the payables payment period,
matching them to current needs and market conditions ; the reverse factoring and factoring were used for this purpose

- Interms of advancing the strategic plan of hedging the Company against market risk, in 2021 transactions were entered
into on the forward currency market. Put options were purchased to cover in total USD 1 050 million of planned
revenues from sales, with maturities falling from February 2021 to June 2022 (including : USD 180 million for the period
from January to June 2022). In addition, collar strategies were implemented in the notional amount of USD 240 million
with maturities falling from  July 2022 to December 2022. Meanwhile in terms of restructuring an open derivatives
position, previously -sold put options for the period from February to December 2021 in the notional amount of USD
495 million were redeemed , and put spread options structures were entered into in the notional amount of UsD 270
million , aimed at decreasing the strike price of put options sold as part of seagull option structures hedging revenues
in the period from July 2022 to December 2023.
In 2021, the Company implemented seagull hedging strategies on the copper market for the period from January 2022
to December 2023 in the total notional amount of 87 thousand tonnes . In addition, a hedged position on the copper
market was restructured . Call options were purchased for the period from March to December 2021 in the total notional
amount of 155 thousand tonnes , opening at the same time patrticipation in potential further price rises for the collar
and seagull options structures held for 2021. As part of this restructuration, the  strike price for structures hedgi ng
revenues from the sale of copper for the period from October to December 2021 in the total notional amount of 25.5
thousand tonnes was also raised . A position on the forward silver market was also restructured for the period from July
2021 to December 2022. A portion of the notional, previously sold put options (11.7 million ounces) and call options (5.1
million ounces) entered into under seagull hedging structures was redeemed , , while the strike price for sold call options
for 2022 (6.6 million ounces) was raised .

In 2021, the Company continued actions aimed at reducing its exposure to credit risk by the continuous monitoring of
receivables, evaluation and monitoring of the financial condition of customers , setting credit limits , securing receivables
and non -recourse factoring .

STRATEGIC AREA Selected effectiveness measures
0
from 2022 20%
"
./
EFFICIENT
ORGANISATION
MAIN GOAL Ensure financial stability of Group Increase in the efficiency of Minimum level of achievement
i companies in Poland on the basis support functions as a result of of key strategic targets and of
Implementation of of their own activities centralisation and digitalisation the yearly goals assigned to
systemic solutions aimed of key back-office processes by them, in each of the years the
at increasing the Group ' ¢ 2023 strategy is in force

value

KEY ACTIONS TAKEN IN2021 IN THE AREA OF EFFICIENT ORGANISATDN:
Advancement of the KGHM 4.0 Program continued, divided into two main areas

- INDUSTRY industrial production ):

A Interms of implementation of the CMMS system (an automated production support system ), supporting production
and material logistics in the metallurgical plants, concentrators and tailings storage facility, in the fourth quarter of
2021 work continued on efficiency of the process between operational conti nuity services and external companies
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A Integration of the implemented  anti-collision system with the system for locating and ident ifying machinery and
people in the underground mines continues . The programming of equipment built in the underground mines was
altered in order to utilise  sub-systems of the anti -collision system in the localisation and identification system

A A total of 78 access points were built in the wi-fi system, used mainly in the transmission of data from mining
machinery .

A Inaccordance with the schedul e f or-Rdbtiisatiop of prpdedtian and auxiiaggd QCUXRF
processesj stage | of modernisation of the x -ray head for measuring copper content at the working faces  was
completed , in terms of its utilisation in the CuXRFrobot . Work is underway connected with  building an electric,
battery -powered mobile platform, onto which the arm of the aforementioned CuXRF robot will be set . A tender for
selecting a contractor to build the framework manipulator and to integrate all elements of the robot was developed
and a wide range of bidders was invited , with the deadline for submitting bids scheduled at the first quarter of 2022.

- ICT (Information and Communication Technology):

A In 2021, under a project called Q O jintisation of the Production Planning and Settlement  Processj in terms of
implementation of the FIORI eRaport system services, aimed at improving quality in terms of working time planning
in the Divisions of KGHM, the entire process of planning productionin ~ KGHM for 2021 was tested (the result of the
test was positive ).

A In2021, modules for the measurement sectorinthe Mining Divisions in terms of copper and rock salt deposits were
brought into operational use, and the first handovers of mining work using the new tools were carried out . As a
result of implementation of the s u paggregatej module, servicing of the process of generating various types of
data reporting sets was improved

A As part of the advancement of the project called Modernisation of the C entral Balancing and Electricity Settlement
System, work was carried out involving the analysis of settlement, reporting and balancing data from the electricity
and natural gas measurement systems

A Assumptions representing the basis for the preparation, ¢ reation and implementation of a Digital Workplace , based
on solutions supplied under the  Microsoft 365 package, were defined .

A There were no interruptions recorded in the business operations of the KGHM Pol s ka MiGeodpzandSafety.
processes were sup ported as a result of work related to ensuring the continuity of the Core Business and
administrative services due to the pandemic situation

STRATEGIC AREA Selected effectiveness measures
0,
20% 20%
PEOPLE AND THE
ENVIRONMENT
MAIN GOAL ' Minimum level of annual . Maintain a participation budget Leyel of commltnjent and
improvement of LTIFR (Polish at the level of 20% of the amount s at i sfaction of
Growth based on the idea assets) and TRiR of deductions for donations from employees based on measures
of sustainable (International assets) the minerals extraction tax from defined during implementation,

development and safety 2020 by 2023

as well as enhancing the

GroupAs i mage

responsibility

KEY ACTIONS TAKEN IN2021 IN THE AREA OF PEOPLE AND THE ENVIFONMENT :

- Aninvestment project supporting workplace safety called QDo st awa, umahomieaiez systemu wspierania pracy
operatora w zakresie a nt y k o$upply, assembly and start -up of an anti -collision operator support system) was
completed . The system has been installed on 1 292 mining machines . Under this project testing equipment,
synchronisation gates, units to load data from the machines and 20 081 tags in miners lamps were installed . 100% of
the work on the entire project was completed in all of the min ing divisions .

- The Occupational Health and Safety Program was continuedin K GHM Pol ska Miedz S. A.
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A The LTIFRKGHM ratio in 2021 amounted to 5.63 and was lower than the level recorded in 2020 by 23.0%. The
number of workplace accidents decreased in 2021 from 213 to 165 persons injured . The TRIR ratio for the
international assets (total for the employees of the KGHM INTERNATIONAL LTDGroup and Sierra Gorda S.C.M. as
well as contractors for these entities ) amounted to 0.32.

A An active model of coordination of the work of OHS units was applied : in terms of operational ~contro lling, the level
of OHS was assessed on a weekly basis in individual Divisions of the Company , as well as evaluations of planned
operational goals .

A A campaign of prevention was launched involving the effects of the use of psychoactive substances called
@Psychoactive stimulation at work : Be responsible , react! j

A Active forms of education and employee support were prepared in the form of interactive instructional films,
reconstructions and leaflets .

A The planned scope of work involving  the digitalisation of OHS anal ytical and reporting data was performed . In terms
of operational actions, planned actions were expanded to include the adaptation of LIMS conformatory system (a
laboratory informat ion management system) to the needs of the workplace environment , and research
measurement and results cards in electronic form were archived

A Planned activities related to mitigating the threat arising from the SARSCoVz2 pandemic were successively carried
out, which were expanded by vaccinations for Company employees

A Cooperation with domestic and international academic institutions and opinion makers was engaged in :a proposal
of the Company regarding proje cted changes in hygienic and biologic al standards for heavy metals was prepared,
and the Company As iptersms df irecommendations as to verification of the approach to  standards for
exposure to diesel exhaust fumes in underground mines was presented

- The Program to adapt the technological in stallations of the Company to the requirements of BAT conclusions for the
nonferrous metals industry and to restrict emissions of arsenic (BATAs) was continued At the Gltogéw and Leg
Copper Smelters and Refineries 12 projects were advanced , of which by the end of 2021 realisation and settlement of
the following was completed

A Adel eaded slag transport installatioh (Gtogdéw Copper Smelter ar
A Awarehouse and storage areaforlead -bearing materials (Gtogéw Copper Smelter anc
A Aninstallatonto r emove sul phur from gases from the Kaldo f)Jurnace (Gtog
A Bypass gas pipelines for the flash furnaces (Gt ogéw Copper Smelhter and Refinery

A Aninstallation to remove particulates from gases emitted from the s lag and copper outlets of the flash furnace of

t he Gt oG@ppper Skeker and Refinery (Gt o g Gopper Smelter and Refinery ).
Partitions in the settlement chambers of the flash furnaces

>

5.4. THE STRATEGYOF KGHM P OL S KA. AND ELDMATE-RELATED ACTIONS

KEY EFFECTSOF HE ETUGHEENING CLIMATE POLICY

The EUAs t i ght e ninpadiculerl therBaropean GeéniDeayandt h e (F i packhge, havéadgcisive impact
on the functioning conditions of Polish industry . The radical jump in wholesale electricity prices seen over the last several
months affects the competitiveness of Polish producers at the international level, not only in relation to producers outside
of Europe who are not limited by restrictive environmen  tal protection regulations, but also those from other EU countries
where zin principle z a more balanced energy mix enables them to acquire energy at a substantially lower cost

The revision of t(hke EB#esoEthdng snyssidngrmghts) resulting from introduction of the  JFit for

55f package means that as a result of an increase in the emissions reduction goal to -61% by 2030 (from the current level
of -43%), the Company is experiencing a significant increase in costs connected with  the purchase of greenhouse gas
emission rights . According to estimates by KGHM Pol ska Mi &e gurchase Af. , addi ti

emission rights under the EU ETS system in the years 2021 -2030 amount to approx. PLN 1.04 billion

The Company also expects that the introduced changes will result in additional costs connected with the purchase of
electricity due to higher unit market prices. If it is assumed that the current volume of electricity purchased from the mark et
remains unchanged (ap prox. 2.24 TWh in 2020), these additional costs will amount to approx. PLN 2.96 billion in the years
2021-2030.

KGHM Pol ska aMite dcz pSa.the.s t hat the costs associated with implementat:i
amount in total to PLN 4 billion in the years 2021 -2030. Because of this, the Company will intensify its existing

decarbonisation efforts and will commence new projects in this regard. These actions will be shaped by the adopted Climate

Policy.
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ADOPTION OF THE CLIMATE POLICY OFKGHM POL SKA AIl EDZ S.

On 16 November 2021 the Management Board of KGHM Pol s k a pdsseddazesdutioA on the adoption of the

Climate Policy of KGHM Pol ska 28 edlac BSmeAnt setting forth the CompanyAs goal s
greenhouse gas emissions over the timeframe of 2030 and 2050 as well as the scope and extent of changes required for its

achievement. The scope and i mpact of the Climate Policy encompasses KGHN
transfer its princ iples to its subsidiaries .

The primary goal of the Climate Policy of KGHM is for the Parent
climate neutrality by 2050 with respect to Scope 1  greenhouse emissions - direct emissions primarily related to the
CompanyAs pr odu canhdiSoope 2a ndiréctemissiorssassociated with the use of electricity and heat acquired

from the market, with their maximum possible reduction

The intermediate target is to reduce total Scope 1 and Scope 2 emissi  ons by 30% by 2030, compared to the emission levels
of 2020. The reduction targets for the entire Group will be published no later than in the first half of 2023

Diagram 10. Emissions reduction targets of KGHM and main decarbonisation directions
mission .
€ d sstp S by 30% climate
reduction by 0 neutrality
Main goals of decarbonisation: Main goals of decarbonisation:
o Reduce indirect emissions (Scope 2): o Total reduction of indirect emissions (Scope 2):
U Develop internal zero -emission and low -emission (i Power and heat solely from zero-emission and low-emission
sources sources (own sources)
U Improve energy efficiency in the production divisions e Maximum reduction of direct emissions (Scope 1):
and enhance the efficiency of technological .
y 9 U Hydrogen technology
processes

(i Purchase RES energy under PPA contracts U Electromobility

e Gradually reduce direct emissions (Scope 1): (i Implementation of advanced production  technology in the

Core Business
U Admixture of hydrogen in technological processes il Utilisation of CCU and CCS technology
U Initial implementation of electromobility projects Potential offset of other emissions

The Climate Policy will be followed by the Decarbonisation Program of the Group, which will provide details on how the

Climate PolicyAs goals will be attained, as well as tota@lg capital
the emission of greenhous e gases. KGHM Pol s k aemitd iappdxdmat&y. 323. million tonnes of CO , equivalent

annually, approximately 40% of which consists of Scope 1 emissions and 60% of which are Scope 2 emissions . Scope 1

emissions are direct emissions related above alto t he CompanyAs production activity, i . e.
metallurgical processes, emissions related to the use of engine fuels by mining vehicles and machines in the mines, and

emissions related to the generation of energy from own sources with the use of natural gas . Scope 2 emissions, in turn, are

indirect emissions related to the use of the electricity and heat purchased on the market . Scope 3 emissions are indirect

emissions in the supply chain of equipment, machines, parts, production mater ials etc., but also services and business

travel .

Chart 15. Greenhouse gas emissions at production divisions of ~KGHM in 2020 according to the emission sources [%]

Direct emissions - Scope 1 ! Indirect emissions - Scope 2
(43%) (57%)

519% | 6% 100%

Share of emissions from
concentrates: 21.5%

37% 3% 2% 1% 0% :
1 H

Process Engine Natural Refrigerant Fuel I Electricity Heat Total
emissions fuel gas oil !

In 2022, the Company will conduct a full survey of Scope 1 and Scope 2 emissions at its  subsidiaries, so that, no later than
in the first half of 2023, it will announce the total Scope 1 and Scope 2 emissions for the entire organisation. The Company

will publish data concerning Scope 3 emissions for the Group no later than in the first half o f 2024. For the purpose of
ensuring compliance of activities with the best market practices, the Company will strive to implement a climate reporting
system based on the Recommendations of the Task Force on Climate -Related Financial Disclosures of 2017 (TC FD). The first
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step towards this end will be the implementation of changes in key management and business processes. The scope of
changes will encompass all four areas of the TCFD Recommendations

UTILISATION OF WASTE MATERIALS

Every year, KGHM endeavours to implement effective solutions in demonstration of its concern to operate in compliance

with the Circular Economy idea. One of the elements representing a substantial expression of the circular economy is the
production of road -building materi al from de -copperised slag. This slag is waste (a by -product) from the metallurgical
production process. Every year, the Legnica Copper Smelter and Refinery produces around 180 thousand tonnes , and the
Gt o g Gopper Smelter and Refinery approx . 450 z 500 thousand tonnes, of mastic slag. Thanks to our know -how and
technology, this material does not end up on a waste heap, but  using the technology employed by companies in the Group,
this waste is processed into a full -fledged product, used in road building as  a high-quality aggregate. In this way all of the
de-copperised slag which arises in the Company is put to use . What is more, the process of producing aggregate based on
material supplied by the CompanyAs s mel t eraothenaisedbegeneratéddrem theo
traditional process of producing aggregate. Over the last 10 years, the Group company KGHM Metraco has utilised around

10 million tonnes of slag, meaning that the same amount of this material did not need to be acquired fro m natural deposits,
and at the same time such a large volume of waste did not end up being stored on a waste heap

The aggregate produced in the Group has been utilised in investments such as the building of the S3, S5 and S6 expressways

as well as in the S11 expressway currently under construction. Material from the metallurgical plants, after undergoing
required processing, also found a use in the construction
Facility. A substantial amount of t his material is also used by local customers involved in infrastructural investments ordered

by local governments. The main customers are the largest construction firms specialising in roadway construction

UTILISATION OF SCRAP

At the Legnica Copper Smelte r and Refinery a high-quality copper scrap processing line was built, as the first step for the
planned Hybrid Smelter and Refinery in Legnica. The plant will include a Scrap Turnover Base, where charge material for a
dedicated installation for the processing of other copper -bearing materials from recycling will be prepared as well as
technologic al changes to enable the processing of low grade scrap.

As part of the first stage in the Hybrid Smelter and Refinery in Legnica, copper scrap processing tec hnology was employed
using a Revolving-Casting-Refining (RCR) furnace. The RCR furnace enables the processing of copper scrap with average
copper content of 95% and a capacity of at least 80 thousand tonnes of anode copper per year. The total production of
anode copper at the Legnica Copper Smelter and Refinery in 2021 amounted to 167.6 thousand tonnes , including 58.8
thousand tonnes from the RCR furnace . This process augments the co-processing scrap in the convertor fu rnaces which
has been done for many ye ars. In 2021 a total of 96 thousand tonnes of scrap was processed at the Legnica Copper Smelter
and Refinery , and which therefore was brought back into use pursuant to the idea of the Circular Economy

ELECTROMOBILITY AND LOW-EMISSION MINING MACH INERY

One of the main infrastructural barriers to the development of electromobility is the current lack of a sufficient number of
rapid charging points covering an incomplete road network in Poland and Europe. The rapid development of transportation
based on electr icity will represent an enormous challenge for electricity producers and distributors, but will also guarantee

reduce e

of

t he

them an increase in their customer base by up to 20%A #2018 i ght of

commenced definitive a ctions in the sphere of electromobility, not only by the successive and consistent replacement of its

own transportation fleet with zero  -emission electric vehicles, but above all by developing a network of generally available,

ultra -fast charging stations in the Legnica-Gt o g 6 w C o p. gherfirst Btatibnt arose at the Head Office of KGHM in
December 2018, with the next coming in 2019 at the Gtogodow
mine . Every electric vehicle charging station has th ree types of plugs, which ensures full compatibility with the vehicles
available on the market . Back-end and front -end services are provided by Tauron Nowe Technologie S.A.- based on an
agreement and a letter of intent on joint support of electromobility development . To support the development of the
electromobility program, acting to protect the environment and climate, the charging is freely provided to users

Additionally, to support actions aimed at protecting the environment and climate, as well as t he health and workplace
comfort of employees, work is underway in the Company aimed at reducing emissions from engines of mining machinery,
in particular nitrous oxide and particulate matter. The goal is to reduce employee exposure to nitrous oxide in the workplace
and achieve concentrations of below 2.5 mg/ m3® as well as
mg/ m® converted to. elemental <carbon

Currently the Company is in the process of purchasing machinery, which includes the gra dual introduction of mining
machinery equipped with so -called Stage IV- and V-standard low-emissions engines , thanks to which it is possible to reduce
emissions by several times. At present, of the 1257 machines used by the Company , around 12% are low-emission
machines. All of the newly -purchased machines have engines of the highest emissions cleanliness standards. Replacement

of the entire machinery park will be possible by the end of 2026

The Company is also working with external producers ontes ting the functionality and efficiency of electric battery  -powered
mining machinery. As a result of these actions, tests are underway in the Lubin mine of a battery -powered bolting rig and
a battery -powered drilling rig . In 2021, a prototype, electric transport vehicle underwent manufacturer testing in
underground mining conditions . Based on the results of these trials, design work commenced on a prototype, battery -

The Management BoardAs Report on the activities of 48
and of the KGHM Pol sk 2021Nitranslation 8amAhe oriGimabPolish version

t

an

o

d Leg

reduc



in PLN millions, unless otherwise stated

powered transport vehicle to carry people and materials . In addition, advanced work is underwa Yy to conduct trials of electric
shovel loaders in the Rudna mine .

ENERGY FROM INTERNALSOURCES AND RES

In 2021, the Gas-fired Steam Power Blocks generated in total around 435.6 GWh of electrical energy , representing nearly

145%0f t he Co mpreedyoretectricity t. la the fourth quarter of 2021, energy generation was restricted compared

to the plan, involving the shut -down of the Gas -Steam Block in Polkowice for the period from 14 October 2021toy ear As end
due to unfavourable macroeconomic cond itions, including high prices of natural gas and CO , emissions rights .

The recipients of this energy are the Rudna and Polkowice -Si er oszowi ce mi ne sCopperdmeltdi and Gt og 6 w
Refinery. The power produced by the blocks comes from four 14.7 MWe Titan 130 Gas Turbines from the company
Turbomach and two Steam Turbines, each with a capacity of 12.3 MWe , from the company Siemens .

The Group also has other internal energy generating sources, which together with the aforementioned Gas -fired Steam
Power Blocks, provided 18.70% of the total amount of energy consumed by KGHM in  2021. Following is a chart with a
breakdown of the sources of internally -generated energy in 2021 .

Chart 16. Power sources of KGHM20RIo|l ska Miedz S. A. in

Polkowice Gas-Steam Block

201 GWh
JEnergetyka”
Sp.Z0.0.
63 GWh
External sources
2 451 GWh Other
60 GWh

Glogdw Gas-Steam Block
240 GWh

KGHM Pol s k a ilMi0H élzo c@htinded a variety of actions aimed at developing renewable energy sources

- the Study of the Conditions and Directions of Spatial Development for the project Construction of the Obora | Sandpit
photovoltaic power plant j with potential installed capacity of 8 MW was approved by the Gmina (Municipality) of Lubin
and amendments to Local Spatial Development Plan were made for permission for the siting of the photovoltaic
installation s.

- Study of the Conditions and Directions o f Spatial Development and Local Spatial Development Plan  planning
documentation for the project (Construction of the photovoltaic power plant s complex HMG I-11l with potential installed
capacity of 6.5 MWjwere approved by the municipal government of G} ow, @nabling the siting of the photovoltaic
installation s.

- Talks were held with entities developing photovoltaic projects aimed at the advancement and/or acquisition of projects
tomeettheneedsof KGHM Pol ska Miedz S. A.

- Talks were held with entities deve loping wind farm power plant projects  aimed at their acquisition at various stages of
development .

- Dialogue commenced with potential partners to develop off -shore wind farms . On 15 September 2021 the Company
KGHM signed a sector agreement to develop off-shore wind farms in Poland .

In addition, the Company , as one of the initiators in the founding of the  Lower Silesia Hydrogen Valley , on 9 September 2021
signed a letter of intent in this matter .

On 23 September 2021 the Company KGHM signed an agreement involving preparations for the advancement of an
investment involving the construction of nuclear energy sources with the company NuScale Power LLC z a producer of
nuclear reactors based on SMR technology .

REDUCTION OF EMISSIONS FROM THE METALLURGICAL PLANTS

To minimise the negative impact of metallurgical technology on the environment and to maintain the full technical

functionality of equipment to protect the environment, the Company is engaged in the successful adaptation of these

installations to BAT ¢ onclusions for the nonferrous metals industry together with the restriction of arsenic emissions. The

parameters achieved thanks to a broad range of investments remain at substantially better levels than is required by law.

The details of concluded investments may be f ound-fiimathite alNoereport of KGHM Pol ska Mied
Pol ska Miedz S.A. Group for 2021j .
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6. ECONOMIC PERFORMANCEOF THE GROUP
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Copper production C1 cost
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6.1. PRODUCTION
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Revenues
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PLN mn

alll

Adjusted EBITDA

10 327

PLN mn

In 2021, copper production by the Group was higher by 6%, or by 44.6 thousand tonnes compared to 2020. The increase
was in respect of allt he Gr oup As in padigulare Sidrra Gorda SCM (+22.6 thousand tonnes on a 55% basis) and

KGHM Pol sk a (Mi.2tdoasar torfnes ).

The increase in copper production by Sierra Gorda SCM was due to higher copper content in ore

ore processing .

, higher recovery and higher

The higher production of copper by KGHM Pol s k a ilMd0ZL dvds di& tofan increase in production from purchased
copper -bearing materials as a result of higher availability of the production line

The increase in copper production by 4.8 thousand tonnes in the segment KGHM INTERNATIONAL LTDwas due to higher
the Sudbury Basin and by

production by the Robinson mine by 6.2 thousand tonnes . Lower production was recorded by

the Franke mine .

Detailed information on production results may be found i
producti on is shown below .
Table 4. Production in the Group
2021 2020 Char&% 4QA 3QA 2QA 10QA
Payable copper (kt)
Group 753.7 709.1 6.3% 179.8 193.2 195.2 185.5
-KGHM Pol ska Miedz S.A. 577.6 560.4 3.1% 137.5 146.9 146.8 146.4
- KGHM INTERNATIONAL LTD. 71.7 66.9 7.2% 16.3 19.1 20.1 16.2
- Sierra Gorda S.C.M. 104.4 81.8 27.6% 26.0 27.2 28.3 22.9
TPM (koz t)
Group 163.5 194.3 -15.9% 39.3 45.5 43.3 35.4
-KGHM Pol ska Miedz S.A. 81.3 96.8 -16.0% 19.9 23.3 215 16.6
- KGHM INTERNATIONAL LTD. 51.3 66.1 -22.4% 11.4 13.6 14.1 12.2
- Sierra Gorda S.C.M. * 30.9 31.4 -1.6% 8.0 8.6 7.7 6.6
Silver (t)
Group 1366.1 1352.2 1.0% 358.5 331.4 369.2 307.0
-KGHM Pol ska Miedz S.A. 1332.2 13229 0.7% 349.6 323.2 360.8 298.6
- KGHM INTERNATIONAL LTD. 2.0 1.7 17.6% 0.4 0.4 0.6 0.6
- Sierra Gorda S.C.M. * 31.9 27.6 15.6% 8.5 7.8 7.8 7.8
Molybdenum (mn Ibs)
Group 8.4 9.4 -10.6% 1.2 2.5 2.7 2.0
-KGHM Pol ska Miedz S.A. - - - - - - -
- KGHM INTERNATIONAL LTD. 0.2 0.4 -50.0% 0.0 0.1 0.0 0.1
- Sierra Gorda S.C.M.¢ 8.2 9.0 -8.9% 1.2 2.4 2.7 1.9
1 55% share of the Group
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6.2. STRUCTURE OF CONSOLDATED SALES REVENUE

The geographic and product structure of the consolidated sales revenue of the Group is presented in the following charts.
In accordance with the adopted principle of consolidation by the equity method, sales revenue do not include revenues of
the segment Sierra Gorda S.C.M. Detailed information on segment sales is presented inthe s ections devoted to the results

of individual segments .

Chart 17. Geographic structure of Group sales

United Kingdom
8%

Czechia
T%

Chart 18. Product structure of Group sales

6.3. C1 COST OF PRODUCINGPAYABLE COPPER IN THE GROUP

Unit costs by Group segments are presented in the table below. Detailed descriptions of individual items are presented in
the sections devoted to individual segments

Table 5.  C1 cost of producing payable copper in the Group  (USD/Ib)

Change
2021 2020 (3) 4 QA 3 QA 2 QA 1 QA
0
Group 1.96 1.59 +23.3 2.00 2.03 1.96 1.82
-KGHMPol ska Miedz S.A. 2.26 1.62 +39.5 2.32 2.48 2.30 1.93
- KGHM INTERNATIONAL LTD. 2.01 1.91 +5.2 2.27 1.67 1.83 2.32
- Sierra Gorda S.C.M. 0.78 1.19 (34.5) 0.69 0.71 0.81 0.93
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6.4.

FINANCIAL RESULTS

STATEMENT OF PROFITOR LOSS

Table 6, Financial results of the Group (in PLN million)
Change
2021 2020 (3) avaQ, qa4dqg:q 44aQ 4dQA
0
Revenues from contracts with customers 29 803 23632 +26.1 8 068 7229 7761 6 745
Cost of sales, selling costs and administrative (25 093) (20 471) 4226 (7 229) (6 164) (6.397) (5303)
expenses
Profit on sales 4710 3161 +49.0 839 1065 1364 1442
Profit or loss on involvement in a joint 2874 247 ¥ 16 897 128 1752 97
venture
Other operating income and (costs) 711 (624) x 80 448 (442) 625
Finance income / (costs) (471) (28) x 1.8 (97) (165) 93 (302)
Profit before income tax 7 824 2 756 x 28 1719 1476 2767 1862
Income tax expense (1 669) (959) +74.0 (326) (437) (409) (497)
Profit for the period 6 155 1797 x 34 1393 1039 2 358 1365
Adjusted EBITDA(1 10 327 6 623 +55.9 2 597 2417 2 705 2 608

1 Adjusted EBITDAF profit on sales + depreciation/amortisation (recognised in profit or loss) + impairment loss ( -reversal of impairment losses) on
non-current assets recognised incost of sales, selling costs and administrative expenses) according to part 2 of the consolidated financial statements
Z together with Sierra Gorda S.C.M.

Table 7. Main factors impacting the change in profit or loss of the Group
Impact on
Item change of Description
profit or loss
(in PLN million)
Revenues from +6 171 An increase in revenues mainly due to revenues from sales of copper +PLN 5 519 million,
contracts with silver +PLN 524 million, with lower revenues from sales of gold, -PLN 202 million. Detailed
customers reasons for the changes in revenues inthe s egments KGHM Pol ska M
INTERNATIONAL LTD. are described in parts 7 and 8 of this report.
Cost of sales, (4622) Anincrease in cost of sales, selling costs and administrative expenses due to:
selling costs - anincrease in expenses by nature by PLN 6 836 million, mainly due to an increase in
and costs of materials and energy by PLN 4 048 million, including a higher volume of
administrative purchased meta |-bearing materials used in the production, alongside a higher purchase
expenses price in KGHM Pol sk a58 Milian)lthe miheradis. extraction taxNchaBge
by PLN 1 923 million and employee benefits costs by PLN 559 million,
- anincrease in inventories by PLN 2 018 million (change in 2021: -PLN 1544 million; in
2020: +PLN 474 million),
- an adjustment in costs of producing products for internal use by PLN 314 million ( -PLN
1 690 million in 2021; -PLN 1376 million in 2020),
- anincrease in the value of goods and materials sold by PLN 118 million.
Profit or loss on +2 627 An increase in the result on involvement in a joint venture, from PLN 247 million to PLN
involvement in 2 874 million, comprised of:
a joint venture - anincrease in gains due to the reversal of allowances for impairment of loans granted to
a joint venture, PLN 2 306 million,
- lack of share in the losses of a joint venture accounted for using the equity method
(in 2020: -PLN 204 million),
- anincrease in interest income on loans granted by PLN 117 million.
Other operating +1 335 An increase in the result on other operating activities, from -PLN 624 million to PLN
income and 711 million, mainly comprised of:
costs - anincrease by PLN 1 385 million in the result on exchange differences on assets and
liabilities other than borrowings,
- adecrease by PLN 166 million in the result from the measurement and realisation of
derivatives.
Finance income (443) A decrease in the result on finance income and costs, from -PLN 28 million to -PLN

and costs

471 million, mainly comprised of:
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- adecrease by PLN 487 million in the result on exchange differences on measurement
and realisation of liabilities due to  borrowings,

- adecrease by PLN 37 million on interest costs on borrowings.

Income tax (710) An increase in income tax mainly due to:
- higher current income tax by PLN 794 million,

- alower deferred income tax by PLN 67 million.

Chart 19, Change in profit/loss for 2021 (in PLN million)
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Profit for Revenuesfrom  Cost ofsales, selling  Profitor loss on Other operating Finance income Income tax Profit for
2020 contracts with costs and involvement in a joint income and (costs) 20
customers administrative venture and (costs)
expenses
CASH FLOW
Table 8. Cash flow of the Group (in PLN million)
2021 2020 Cha?g‘; 4Q21 3021 2021 1Q21
0
Profit before income tax 7824 2756 x 28 1719 1476 2767 1862
Exclusions of income and costs, total (51) 2395 x (50) 211 (537) 325
Income tax paid (740) (667) +10.9 (171) (179) (190) (200)
Changes in working capital (2767) 1172 X 102 (1 159) (650) (1 060)
Net cash generated from operating activities 4 266 5 656 (24.6) 1600 349 1390 927
!Expen.dltures on property, plant and equipment and (3 890) (3 457) +125 (1 287) (940) (849) (814)
intangible assets
Repayment of loans granted to a joint venture 1259 - x 1259 - - -
Acquisition of newly zissued shares of a joint venture - (207) X - - - -
Other cash flow from investing activities 105 3 x 3.8 8 1 (4) 100
Net cash used in investing activities (2 526) (3661) (31.0) (20) (939) (853) (714)
Proceeds from / repayments of borrowings (1 720) (266) x 65 (120) (74) (447) (2 079)
Interest paid (94) 177) (46.9) (14) (16) (23) (41)
Dividends paid to shareholders of the Parent Entity (300) - x (300) -
Other cash flow from financing activities (86) (105) (18.1) (20) (1) (56) 9)
Net cash used in financing activities (2 200) (548) x 40 (154) (91) (826) (1129)
NET CASH FLOW (460) 1447 x 1426 (681) (289) (916)
Exchange differences (158) 59 x (90) (29) 9) (40)
Cash and cash equivalents at beginning of the period 2522 1016 x 25 568 1268 1566 2522
Cash and cash equivalents at end of the period 1904 2522 (24.5) 1904 568 1268 1566
Net cash generated from operating activities in 2021 amounted to +PLN 4 266 million and was comprised of profit before
income tax of +PLN 7 824 million , increased mainly by adjusted depreciation/amortisation in the amount of +PLN 2 123
million, the reclassification of other comprehensive income to profit or loss due to the realisation of hedging derivatives in
the amount of +PLN 2 030 million and a change in other receivables and liabilities other than working capital of +PLN
610 million .

The decrease in cash generated from operating activities in 2021 was mainly due to the change in working capital of  -PLN
2 767 million , an adjustment of gains due to the reversal of allowances for impairment of loans granted to a joint venture

of -PLN 2 380 million , a change in assets and liabilities due to derivatives of -PLN 1 921 million , an adjustment of interest on
loans granted to a joint venture of  -PLN 494 million , income tax paid of PLN 740 million and exchange differences of -PLN
446 million .

Net cash used in investing activities in 2021 amounted to -PLN 2 526 million and mainly comprised expenditures on
property, plant and equipment and intangible assets in the amount of PLN 3 890 million and income from repayment of
loans granted to a joint venture, PLN 1 259 million .

Net cash used in financing activities in 2021 amounted to -PLN 2 200 million and mainly comprised the balance of proceeds
from and repayments of borrowings, -PLN 1 720 million , the dividend s paid to shareholders of the Parent Entity in the
amount of PLN 300 million and interest paid in the amount of ~ PLN 94 million .

The Management BoardAs Report on the activities of 53
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version



in PLN millions, unless otherwise stated

After reflecting exchange differences on cash and cash equivalents, cash and cash equivalents decreased by PLN 618 million
and at the end of 2021 amounted to PLN 1 904 million .

Chart 20. Cash flow in 2021 (in PLN million)
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ASSETS

Table9.  Consolidated assets (in PLN million)

31.12.2021  31.12.2020 Chan(g/:)e) 30.09.2021  30.06.2021  31.03.2021
Z;ZZ?S"V’ plant and equipment and intangible 26723 25598 +4.4 26322 25 766 25812
Joint ventures z loans granted 7867 6 069 +29.6 8521 7992 6 508
Financial instruments 1728 2026 (14.7) 1835 1830 1845
Deferred tax assets 185 193 (4.1) 218 216 332
Other non -financial assets 161 161 - 167 165 144
Non -current assets 36 664 34 047 +7.7 37 063 35 969 34 641
Inventories 6 337 4 459 +42.1 6 106 5794 5485
Trade receivables 1009 834 +21.0 1115 881 958
Tax assets 364 295 +23.4 254 235 404
Derivatives 254 210 +21.0 333 294 216
Joint ventures Z loans granted 447 - X - - -
Other financial assets 172 210 (18.1) 148 96 320
Other non -financial assets 162 142 +14.1 227 251 222
Cash and cash equivalents 1884 2522 (25.3) 457 1189 1566
Assets held for sale (disposal group) 734 61 x 1.0 443 346 -
Current assets 11 363 8733 +30.1 9 083 9 086 9171
TOTAL ASSETS 48 027 42 780 +12.3 46 146 45 055 43 812

At the end of 2021, total assets in the consolidated statement of financial position amounted to PLN 48 027 million and
were higher as compared to 31 December 2020 by PLN 5 247 million .

Non-current assets as at 31 December 2021 amounted to PLN 36 664 million and were higher by PLN 2 617 million
compared to the end of 2020 . The increase in non -current assets was mainly with respectto loans granted to joint ventures
by PLN 1 798 million and property, plant and equipment and intangible assets by PLN 1 125 million . Compared to 2020
mainly financial instruments were lower by PLN 298 million .

Current assets increased by PLN 2 630 million , mainly due to inventories by PLN 1 878 million , assets held for sale by PLN
673 million and loans granted to a joint venture by PLN 447 million alongside a decrease in cash and cash equivalents by
PLN 638 million .

Chart 21. Change in assets in 2021 (in PLN million)
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EQUITY AND LIABILITIES

Table 10. Consolidated equity and liabilities  (in PLN million)

31.12.2021  31.12.2020 Cha??/o'“; 30.09.2021  30.06.2021  31.03.2021
Share capital 2 000 2000 - 2000 2 000 2 000
ﬁ::?urn:eesnti;ves from measurement of financial (1 705) (1 430) +19.2 (1 452) (2 076) (2 189)
Accumulated other comprehensive income other 2919 1728 +28.4 1817 1755 1550

than from measurement of financial instruments
Retained earnings 24 532 18 694 +31.2 23138 22101 20 042
Equity attributable to shareholders of the

. 27 046 20992 +28.8 25503 23780 21403
Parent Entity
Equity attributable to non -controlling interest 92 89 +3.4 90 87 88
Equity 27 138 21 081 +28.7 25593 23 867 21491
Borrowings, leases and debt securities 5409 6928 (21.9) 5554 5505 6 106
Derivatives 1134 1006 +12.7 975 1156 1253
Employee benefits liabilities 2 306 3016 (23.5) 2884 2942 3048
Prowswn_s_ _for decommissioning costs of mines and 1242 1849 (32.8) 1601 1566 1838
other facilities
Deferred tax liabilities 643 442 +45.5 595 374 381
Other liabilities 617 551 +12.0 635 605 558
Non -current liabilities 11 351 13792 (17.7) 12 244 12 148 13184
Borrowings, leases and debt securities 455 407 +11.8 462 428 441
Derivatives 889 688 +29.2 787 1163 1265
Trade and similar payables 2974 3593 (17.2) 2414 3023 3379
Employee benefits liabilities 1437 1313 +9.4 1303 1397 1384
Tax liabilities 1453 537 x 27 1285 1135 1086
Provisions for liabilities and other charges 207 162 +27.8 189 179 189
Other liabilities 1661 1202 +38.2 1445 1304 1393
Liabilities associated with disposal group 462 5 x 9.2 424 411 -
Current liabilities 9538 7907 +20.6 8309 9 040 9137
Non -current and current liabilities 20 889 21699 (3.7) 20 553 21188 22 321
TOTAL EQUITY AND LIABILITIES 48 027 42780 +12.3 46 146 45 055 43 812

Equity as at the end of 2021 amounted to PLN 27 138 million and was higher by PLN 6 057 million than at the end of 2020,
mainly due to an increase in retained earnings by PLN 5 838 million .

Non<current |liabilities of the KGHDécemioel 20R1eamdditesl tbzZPLI$11A851 miGionoandp as at
were lower by PLN 2 441 million compared to the end of 2020, mainly due to a decrease in the value of borrowings, leases

and debt securiti es by PLN 1519 million, employee benefits liabilities by PLN 710 million and provisions for
decommissioning costs of mines and other facilities by PLN 607 million .

Current liabilities of the KGHDecdmber 20Rlaamdlinteddoz PLE 9 288 milon and pvera s  a't
higher by PLN 1 631 million compared to the end of 2020, mainly due to an increase in tax liabilities by PLN 916 million ,
liabilities associated with disposal group by PLN 457 million and other liabilities by PLN 459 million . The main decrease in

current liabilities was in respect of  trade and similar payables by PLN 619 million .

Chart 22. Change in equity and liabilities in 2021 (in PLN million)
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CONTINGENT ASSETS AND LIABILITIES DUE TO GUARANTEES GRANTED

As at 31 December 2021, the Group held contingent assets in the amount of PLN 508 million , which mainly related to the
securities of proper execution of agreements in the amount of PLN 325 million and promissory notes receivables in the
amount of PLN 134 million .

As at 31 December 2021, the Group held liabilities due to guarantees and letters of credit granted in the amount of PLN
849 million and promissory notes payables in the amount of PLN 173 million .
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The most important items are liabilities of the Parent Entity aimed at securing liabilities :
- Sierra Gorda S.C.M. z a corporate guarantee in the amount of PLN 670 million securing the repayment of a long -term

bank loan,
- other entities , including the Parent Entity :

A aguarantee inthe amount of PLN 124 million securing the proper execution of future environmental obligations of
the Parent Entity to restore terrain , following the conclusion of operations of
facility ,

A guarantees and letters of credit in the total amount of PLN 39 million securing the proper execution of agreements
entered into by the Parent Entity and companies in the Group

6.5. 2021 TARGETS VERSUACHIEVEMENTS AND TARGETS FOR 2022

KGHM Pol s ka ddésenat publiSh fékecasts of financial results. However, in  regulatory filings dated 28 January
2021 and 14 January 2022 the Company published its main Budget assumptions respectively for 2021 and 2022, which are
presented in the table below

Table 11. 2021 targets versus achievements and targets for 2022

Execution Budget Execution Budget Change (%)
2021 2021 (%) 2022

KGHM Pol ska Miedz S.A.
Production of copper in concentrate kt 391.3 390.0 100.3 392.0 +0.2
Production of silver in concentrate t 1303 1200 108.6 1280 (1.8)
Electrolytic copper production, including: kt 577.6 573.0 100.8 585.0 +1.3
- from own concentrate kt 381.4 385.0 99.1 394.0 +3.3
Metallic silver production t 1332 1197 111.3 1222 (8.3)
Copper products sales volume kt 561.5 566.3 99.2 583.0 +3.8
Silver products sales volume t 1249 1165 107.2 1278 +2.3
Total unit cost of electrolytic copper PLN/t 22 210 20 248 109.7 26 455 +19.1
production from own concentrate
Capltal expenditures on property, plant and PLN mn 2404 2853 843 2835 +17.9
equipment ¢
Other expenditures, including loans @ PLN mn 58 306 19.0 202 x 35
KGHM INTERNATIONAL LTD.
Payable copper production kt 71.7 73.9 97.0 54.1 (24.5)
TPM production koz t 51.3 53.7 95.5 53.1 +3.5
Sierra Gorda (55%)
Payable copper production kt 104.4 98.9 105.6 90.8 (13.0)
Molybdenum production mn Ibs 8.2 6.7 122.4 2.9 (64.6)

1 excluding costs of borrowing, leases per IFRS 16 unrelated to an investment project as well as expenditures on development wio - uncompleted,
the budget for 2021 contains a reserve of PLN100 million
2 acquisition of shares and investment certificates of subsidiaries and loans granted to them

ACHIEVEMENT OF TARGHS IN 2021

In 2021, production of electrolytic copper by the Company was 4.6 thousand tonnes of copper (+1%)higher than the target
in the 2021 Budget, with lower production from own concentrate by 3.6 thousand tonnes and higher production from
purchased metal -bearing materials by 8.2 thousand tonnes . Silver production was higher by 135 t (+11%). As a result, sales
of silver were higher than planned (+84 t, or 7%). Copper sales were however lower than the target in the Budget by 4.8
thousand tonnes (-1%) due to a change in the schedule of deliveries

Production of payable copper and precious metals by KGHM INTERNATIONALLTD. was lower than assumed in the Budget
respectively by 2.2 thousand tonnes (-3%) and 2.4 thousand troy ounces (-4%) mainly due to lower quality ore .

Sierra Gorda ended 2021 with payable copper production whichwas 5.5 thousand ton nes (+6%) higher than planned in the
Budget, due to higher copper content in ore and higher recovery .

The total unit cost of electrolytic copper production from own concentrate in KGHM Pol s ka Wwas kighdr th&. A.
planned by 10%, mainly due to a higher minerals extraction tax charge . The unit cost of copper production excluding this

tax was lower than planned , despite lower copper production from own concentrate and higher prices of materials and
technologic al fuels.

Capital expenditures on proper ty, plant and equipmentby KGHM Pol s k a iMM202Ldexcludng Aosts of borrowing,
leases per IFRS 16 unrelated to an investment project and expenditures on uncompleted development work )were PLN 449
million (-16%) lower than planned , including PLN 100 million of unutilised reserves .

Other expenditures were also lower by PLN 248 million , mainly due to the lack of a loan granted to finance the international
projects (Victoria and SG Oxide) advanced using the resources of KGHM INTERNATIONAL LTDand to the lack of an increase
in share capital for PMT LKand Pol-Mi e d z Tue tompastponements inthe schedule.
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TARGETS FOR 2022

Production - lower copper production by the Group in 2022 by 24.0 thousand tonnes (-3%) compared to the amount
recorded in 20 21, of which from :

- KGHM Pol s kA. M4 thalsand tonnes (+1%),with higher production from own concentrate by 12.6 thousand
tonnes,

- KGHM INTERNATIONALLTD.-17.6 thousand tonnes (-25%)z mainly lower copper production by Robinson (lower copper
content in ore and lower recovery)and the sale of the assets of Franke,

- Sierra Gorda -13.6 thousand tonnes (-13%)z the main reason for the lower production is operating in regions with lower
metal content . At the same time an increase in the amoun t of ore processed by 2% is expected .

Salesof K GHM Pol s k a zMs agedudt of Bighér production and lower inventories of finished products, it is expected
that copper sales will be higher by 21.5 thousand tonnes (+4%).

Total unit cost of electrolytic copper production  from own concentrate ( KGHM Pol s k a wiMinceedse byS19% du¢
to the adopted assumptions regarding  higher prices of materials and technological fuels as well as energy-related factors .

Investments (excluding costs of borrowing, leases per IFRS 16 unrelated to an investment project and expenditures on
uncompleted development work ) - an increase in capital expenditures on property, plant and equipment in KGHM Polska
Mi e d z bySPLM431 million (+18%) due to an increase in the scope of mining machinery  purchases compared to 2021,
higher prices and reflecting in the investment portfolio the development of underground dewatering systems in the mining
divisions securing the increased inflow of water in the mines, as well as deliveries/work and services expected to be
advanced during the technologic al shutdown of the main production line ofthe Gt o g 6Geppér$melter and Refinery .

6.6. FINANCING IN THE GROUP

TheKGHM Pol s k a QrbupenthiiageS its fina ncial resources based on the approved Financial Liquidity Management
Policy in the Group . Its primary goal is to ensure continuous operations by securing the availability of funds required to

achieve the GroupAs business geotass, Mwhebeeopti mesPolgi ecpycuegeldaces
principles, the principles of managing debt and monitoring

involves securing an appropriate amount of cash and available lines of credit in the short, medium and long term

NET DEBT IN THE GROWP

Liabilities due to borrowings of the Group at the end of 2021 amounted to PLN 5 949 million and decreased as compared
to 2020, while maintaining a structure based on diversified and long  -term financing sources, ensuring financial stability over
the long term .

The GroupAs free cash and3lbeanber 202Lameuatéddon PLSI 1 88Wvrhillion here afta short term
nature .

Table 12, Net debt structure of the Group  (in PLN million)

31.12.2021 31.12.2020 Change(%) 30.09.2021 30.06.2021 31.03.2021

Liabilities due to: 5949 7335 (18.9) 6 019 5937 6 547
Bank loans 735 1994 (63.1) 725 689 1114
Other loans 2568 2 685 4.4) 2643 2 607 2768
Debt securities 2001 2 000 0.1 2009 2000 2009
Leases 645 656 (1.7) 642 641 656
Free cash and cash equivalents 1880 2501 (24.8) 541 1246 1547
Net debt 4069 4834 (15.8) 5478 4691 5000

Table 13. Net debt structure of the Parent Entity  (in PLN million)

31.12.2021 31.12.2020 Change(%) 30.09.2021 30.06.2021 31.03.2021

Liabilities due to: 5922 7115 (16.8) 5911 5790 6 249
Bank loans 593 1860 (68.1) 582 553 974
Other loans 2387 2 461 (3.0) 2416 2 366 2537
Debt securities 2001 2000 0.1 2009 2000 2009
Cash pooling 360 284 26.8 409 372 220
Leases 581 510 13.9 495 499 509
Free cash and cash equivalents 1318 2120 (37.8) 373 696 1141
Net debt 4 604 4995 (7.8) 5538 5094 5108
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SOURCES OF FINANCINGIN THE GROUP

As at 31 December 2021, the Group held open lines of credit, loans and debt securities with a total available amount of PLN
14 505 million , out of which PLN 5 304 million had been drawn .

Unsecured,
revolving
syndicated credit
facility in the
amount of USD 1.5
billion

Inv estment loans,
including from the
European
Investment Bank in
the total amount of
PLN 3.3 billion with
financing periods of
up to 12 years

Debt securities in
the amount of PLN
2.0 billion

Bilateral bank
loans in the
amount of up to
PLN 2.9 billion

A credit fac ility in the amount of USD 1 500 million (PLN 6 090 million ), acquired on the basis of a
financing agreement entered into by the Parent Entity with a syndicate banks group in 2019, with
maturity falling on 19 December 2024 and the option of extending for a further 2 years ~ (5+1+1).In
2021, the Parent Entity received a consent of the Syndicate Members to extend the term of the
agreement by another year, thatisto 20 December 2026. The amount of available financing during
the extension period will amount to USD 1 438 million (PLN 5 838 million ). Interest is based on
LIBOR plus a margin, which depends on the net debt/EBITDA ratio

The funds acquired under this credit facility are used to finance general corporate  purposes .

Financing agreements signed by the Parent Entity with the European Investment Bank

- in August 2014 in the amount of P LN 2 000 million, which was drawn in the form of three
instalments with maturities falling on 30 October 2026, 30 August 2028 and 23 May 2029 and
used to the full available amount. The funds acquired through this loan were used to finance
selected investment projects related to modernisation of metallurgy and development of the
¥ e | a z n ytailvgs storage facility ,

- in December 2017 in the amount of PLN 1 340 million , under which three instalments were
drawn with the payback period expiring on 28 June 2030, 23 April 2031 and 11 September 2031 .
The deadline for accessing the unused amount of PLN 440 million , by which amount the
available financing was increased in June 2021, falls in April 2023. The funds acquired through
this loan were usedtofi nance the Parent EntityAs develc
various stages of the production line

Interest on the instalments drawn is based on a fixed interest rate

The program to issue bonds on the Polish market was established under an issue agreement dated

27 May 2019. The issue had a nominal value of PLN 2 000 million, under which 5 -year bonds were
issued in the amount of PLN 400 million with maturity falling on 2 7 June 2024 and 10-year bonds
in the amount of PLN 1 600 million with maturity falling on 27 June 2029. Interest is based on
WIBOR plus a margin .

The funds obtained from the bond issue were used to finance general corporate goals

The Group holds lines of credit in the form of short -term and long -term bilateral agreements in the
total amount of PLN 2 877 million . Interest is based on a fixed interest rate or on the variable
interest rates WIBOR, L IBOR, EURIBOR plus a margin

The funds obtained under the aforementioned bank loan agreements are a tool supporting the
management of current financial liquidity  and support the financing of investments .

Detailed information on the above loans is presented in notes 8.4.3 of the financial statements.

Anot her

source
guarantee the effective management of

s u p diquidity iismeyerse tactoring r. The maik goal of the reverse factoring program was to
working capital while ensuring the timely execut ion of trade payables towards the

Group . It should be assumed that reverse factoring atool used by the Group as reasonably needed . Agreements with factors

were entered into for an unspecified period of time and remain active with the possibility of immediately utilising the

offered

limits . Reverse factoring is one of the element s available to finance debt which the Group does not plan on withdrawing
from, and treats the available program as an effective tool to manage working capital in a situation of negative changes in
the economic environment or other factors

The aforementioned sources fully cover the current, medium

- and long -term liquidity needs of the  Group.

The
and of

Management
t he
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DEBT POSITION AS AT31 DECEMBER2021
The following table presents the GroupAs borrowing .structure and

Table 14, Amount available and drawn by the Group  (in PLN million)

Amount drawn (%)
asat31.12.21

Amount drawn Amount drawn Amount available
Change (%)

asat31.12.21 as at31.12.20 asat31.12.21
Unsecured, revolving syndicated credit facility (14) a7) (17.6) 6 090 (0.2)
Loans 2568 2 685 4.4) 3538 72.6
Bilateral bank loans 749 2011 (62.8) 2877 26.0
Debt securities 2001 2000 (0.1) 2 000 100.1
Total 5304 6679 (20.6) 14 505 36.6

As at 31 December 2021, 56%0f t he Gr oupAs debt c ame428indbN,dndlfoeach inthezurenciesn US D
EUR and CAD.

EVALUATION OF FINANCIAL RESOURCESMANAGEMENT

In2021,t he KGHM Pol ska Miedz S.A. Group was fully capable of meeting
cash and cash equivalents held by the Group along with the external financing obtained ensure that liquidity will be

maintained and will enable the achievement of investment goals

As at 31 December 2021, the Group held PLN 1 880 million of free cash and cash equivalents and had open credit lines for
total available financing in the amount of PLN 14 505 million , out of which PLN 5 304 million had been drawn .

In 2021, the Group continued activities aimed at ensuring long  -term financial stability and optimising short -term sources of
financing .

In December 2021, the Parent Entity used the option to extend for a second time the maturity of an unsecured revolving
syndicated credit facility agreement in the amount of USD 1 500 million (PLN 6 090 million ) entered into in 2019. As a result
of the Syndicat e tMeambuatofeAedidawailable undenthis facility during the extension period |, i.e. to 20
December 2026, amounts to USD 1 438 million (PLN5 838 million ).

Under the unsecured, syndicated credit facility, the two bilateral bank loans and the investment loans from the Euro pean
Investment Bank, the Group is obliged to maintain financial covenants at specified levels . At the reporting date, during the
financial year and following the reporting date, up to the date of publication of this report , the level of reportable financial
covenants as at 30 June 2021 and 31 December 2021, met the amounts specified in agreements

Table 15. Net debt / EBITDA of the Group

31.12.21 31.12.20 Change (%) 30.09.21 30.06.21 31.03.21
Net debt / EBITDA ! 0.6 0.9 (33.3) 0.8 0.7 0.8
1 adjusted EBITDA for the 12 month period, ending on the last day of the reporting period, excluding EBITDA of the joint ventw Sierra Gorda S.C.M.

The Management BoardAs Report on the activities of 59
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version



in PLN millions, unless otherwise stated

LOANS GRANTED BY GRQJP COMPANIES

As at 31 December 2021, the balance of receivables due to loans granted b y the Parent Entity, in accordance with the

measurement pursuant to IFRS 9, amounted to PLN 8 366 million , while the balance of receivables due to loans granted by

the Group, in accordance with the measurement pursuant to IFRS

9, amounted to PLN 8 336 million .

Table 16. The most significant * loans granted by companies of the Group as at 31 December 2021
Lender Borrower Year Total amount of Total balance of receivables due to Maturit
granted loans loans granted @ Y
Loans granted within the Group
KGHM PolskaMi e d Z KGHM ZANAM S.A. 2020 PLN 30 mn PLN 30 mn 29.05.2025
KGHM Pol ska MOLMUEDZ TRAN: 2020 PLN 25 mn PLN 25 mn 31.12.2025
Sp. zo.0. 2021 PLN 20 mn PLN 20 mn 31.12.2026
KGHM Polska '\ESDHM INTERNATIONAL 2015 USD 28 mn USD 33 mn PLN 132 mn 31.12.2027
KGHM Pol ska MuturelSp.zo.o. 2013-2016 USD 874 mn USD 1258 mn PLN 5109 mn 31.12.2024
2017 PLN 9 mn PLN 10 mn 31.12.2024
KGHM Polska Quadra FNX Holdings 2015-2017 USD 442 mn USD 132 mn PLN 543 mn 31.12.2024
Miedz S. A. Chile Limitada
KGHM Polska 15.12.2024
Mieds S.A. Quadra FNX FF 2017-2020 USD 585 mn USD 611 mn PLN 2 481 mn 31.12.2024
Future 1 Sp. z o.0. E_S;M INTERNATIONAL 2012 USD 453 mn USD 540 mn PLN 2 193 mn 31.12.2027
Future 1 Sp. z o.0. Quadra FNX FF 2017 USD 1419 mn USD 1375 mn PLN 5581 mn 15.12.2024
KGHM INTERNATIONAL Sc_)medad Contractual 2010 USD 100 mn USD 88 mn PLN 357 mn on demand
LTD. Minera Franke
KGHM INTERNATIONAL
L'SD © FNX Mining Company Inc. 2015 USD 140 mn USD 81 mn PLN 329 mn on demand
. . on demand, no
ETG;M INTERNATIONAL E‘éb'nson Holdings USA 2018 USD 208 mn USD 217 mn PLN 879 mn later than
' ' 30.06.2025
FNX Mining Company Inc. KGHM Chile SpA 2012 USD 56 mn USD 16 mn PLN 66 mn on demand
on demand, no
FNX Mining Company Inc. E_?;M INTERNATIONAL 2014 USD 200 mn USD 111 mn PLN 452 mn later than
' 30.06.2025
Robinson Nevada Mining  Robinson Holdings USA 2016 USD 200 mn USD 106 mn PLN 429 mn on demand
Company Ltd.
Quadra FNX Holdings KGHM Chile SpA 2016-2017 USD 5 mn USD 8 mn PLN 33 mn 31.12.2024
Chile Limitada
Sociedad Contractual KGHM Chile SpA 2017 USD 16 mn USD 10 mn PLN39mn  ondemand
Minera Franke
dra FNX Holdi
Quadra FENx Ffluada FNXHoldings 2018-2020 USD 348 mn USD412mn  PLN1673mn 31.12.2024
Chile Limitada
Quadr a FNX FFKGHM Chile SpA 2021 USD 7 mn USD 7 mn PLN 27 mn 31.12.2024
DMC Mining Services Ltd. Zmi Z'"J'X”g Services 2019-2021 USD 22 mn USD 23mn PLN92mn  on demand
FNX Mining Company 1~ \fining Services Lid.  2019-2021 CAD 73 mn CAD 73 mn PLN235mn  on demand
Inc./ DMC Division
Loans granted to other entities
on demand, no
Quadr a FNX FFSierraGordaS.C.M. 2012 USD 1700 mn USD 2 048 mn PLN 8 314 mn later than
15.12.2024
1) the balance of receivables over PLN 25 million
2) Including accrued, unpaid interest as at 31 December 2021
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The following table presents the major loans granted in 2021 between Group companies together with the balance of
receivables due to loans granted as at the end of 2021 (including accrued interest, write -offs and measurement pursuant
to IFRS 9).

Table 17, The loans granted by companies of the Group in 2021

Lender Borrower Year Total amount of  Total balance of receivables due Interest of Maturity
granted loans to loans granted ¢ loans as at
31.12.2021
Loans granted within the Group
KGHM Polska POLMUEDZ TRA 2021 PLN 20 mn PLN 20 mn 4.63% 31.12.2026
Miedz S.A. Sp. zo.0.
KGHM KGHM Chile SpA 2021 3.5mn USD USD 4 mn PLN 15 mn 5.00% 31.12.2024
INTERNATIONAL LTD.
KGHM DMC Mining Services 2021 2 mn CAD CAD 2 mn PLN 6 mn 2.00% 28.02.2023
INTERNATIONAL LTD. LTD.
Quadr a FNX KGHM Chile SpA 2021 USD 7 mn USD 7 mn PLN 27 mn 3.11% 31.12.2024
DMC Mining DMC Mining Services 2021 USD 16 mn USD 16 mn PLN 65 mn 3.36%
. . on demand
Services Ltd. Chile SpA
DMC Mining FNX Mining Company 2021 USD 132 mn USD 135 mn PLN 5 mn 3.84% 31.12.2022
Services UK Unc./ Oddzi a
DMC Mining FNX Mining Company 2021 GBP 410 mn GBP 411 mn PLN 23 mn 1.38% 31.12.2022
Services UK Unc./ Oddzi a
DMC Mining FNX Mining Company 2021 EUR Q08 mn EUR Q08 mn PLN 0.4 mn 0.23% 31.12.2022
Services UK Unc./ Oddzi a
FNX Mining Company DMC Mining Services 2021 CAD 16 mn CAD 16 mn PLN 53 mn 0%
o on demand
Inc./ DMC Division Ltd.
Loans granted to other entities
Abacus Mining &
:?\l?’:'\RANATIONAL LTD. Exploration 2205251- CAD 13 mn CAD5.4 mn PLN 22 mn 10.00% 31.12.2022

Corporation

Y Including accrued, unpaid interest as at 31 December 2021

CASH POOLING IN THE GROUP

In managing its financial liquidity, the Group utilises tools which support its efficiency. One of the basic instruments used
by the Group is the cash pooling management system - domestically in PLN, USD and EUR and abroad in USD, and
additionally in CAD in the KGHM INTERNATIONAL LTD. Group. The cash pooling system is aime d at optimising cash
management, limiting interest costs, the effective financing of current needs in terms of working capital and supporting

short term financial liquidity in the Group
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7. ECONOMIC RESULTSORKGHM POLSKA MI EDZ S.

SER-F ol ol

Copper production Silver production C1 cost Revenues Adjusted EBITDA
Kt t UsD/Ib PLN mn PLN mn

7.1. PRODUCTION
The main goals set by the Management Board in terms of production and occupational health and safety for 2021 were

- optimal utilisation of the resource base and of the production capacity of the Company, and
- optimisation of copper content in ore and concentrate

The goals set required advancement of the following actions

in mining - expanding mining operations withinthe Deep G}t ogow ( GH+PogzéewnyGtt eobwoyk) i

- improvement of the ore extraction technology, greater mining efficiency and improved
occupational health and safety, by

>

adapting the geometry of mining systems to local geological and mining conditions ,

A improving the efficiency of technological and active methods of limiting the threat of rock
bursts and of other associated natural threats, and

A proper barren rock management in mining areas (selective extraction, siting of rock,
mechanical ore mining ),

- a greater scope of work with respect to identifying gas -related threats and the use of new
technical solutions and means of prevention to counteract this threat ,

- maintaining the efficiency of mining vehicles in an assortment required to execute production
tasks,

- realisation of the planned scope of mine development and access work using the commissioning
system at the level of 59.1 thousand meters

in ore - maintaining the production capacity of individual Concentrators Division Areas to process the
processing amou nt and quality of ore supplied ,

- maintaining the production of concentrates in an amount and quality necessary for optimal use
of the production capacity of the furnace sections of the smelters and refineries ,

- improving flotation enrichment technology

- the replacement of hydrocyclone batteries in the Lubin Concentrator was completed, under the
strategic task QModernisaj(jon of classificati«

- the continuity of deliveries of concentrate in the Rudna Concentrator was maintained, despite
the simultaneous advancement of investments and breakdowns of a technical -construction
nature (a limited amount of thickeners , modernisation of press filters , driers , modernisation of
concentrate loading and haulage ),

in metallurgy - increased share of imported concentrate sto achieve a high level of electrolytic copper production
alongside a decrease in the production of own  concentrate ,

- planned 2-week maintenance of the flash furnace atthe Gt o g 6Gopplr@&melter and Refinery
in April ,

- minimising of environmental impact by actions aimed at improving the efficiency of dedusting
and hermetic sealing processes and optimisation of water -effluents management ,

- optimum utilisation of infrastructure enabled production targets to be fully met wi  th respect to
basic products ,

- increasing the share of recycling in copper production due to an increase in scrap processing in
the furnaces of the Gtogéw Copper Smelter and
scrap at all firing stages at the Legnica Copper Smelter and Refinery ,
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in occupational - consistent application of developed solutions  and the successive implementation of tools to
health and effectively mitigate the threat of the SARSCoV-2 virus pandemic, including the campaign to
safety vaccinate Company employees ,

- implementation of the agreed elements of a Program to negate the most common safety hazards
by using innovative technology ,

- constant monitoring of occupational hazards and execution of organisational and technical g oals
aimed at limiting occupational risks and accidents

- commencing additional organisational and  technic al initiatives aimed at improving occupational
health and safety, in part.icular in the Compal

MINE PRODUCTION
In 2021 extraction of ore (dry weight) amounted to  30.0 million tonnes and was higher by 0.3 million tonnes than in 2020.

Average copper content in extracted ore amounted to ~ 1.48% and was lower than the level achieved in  2020. In the case of
silver in ore, content was substantially higher and amounted to 50.72 g/t.

As a result the amount of copper in extracted ore was  higher than in 2020 by 0.6 thousand tonnes of copper and amounted
to 442.6 thousand tonnes. The volume of silver in ore increased by 99 tonnes and amounted to 1 522 ton nes.

In 2021, 29.9 million tonnes of ore (dry weight) were processed (or 251 thousand tonnes more compared to 2020). The
higher amount of ore extracted by the  Mining Divisions , of a lower copper content, directly affected t he obtained lower
amount of copper in concentrate, which amounted to 391.3 thousand tonnes .

The production of concentrate (dry weight) increased slightly as  compared to 2021.
The amount of silver in concentrate was higher than in 2020 by 7%.
Table 18. Mine productionof KGHM Pol ska Miedz S. A.

Change

Unit 2021 2020 %) 4 QA 3 QA 2 QA 1 QA
Mined ore (wet weight) mn t 31.6 31.2 +1.3 7.6 8.2 7.9 7.9
Mined ore (dry weight) mn t 30.0 29.7 +1.0 7.2 7.8 7.5 7.5
Copper grade % 1.48 1.49 0.7) 1.48 1.47 1.47 1.48
Copper in ore kt 442.6 442.0 +0.1 106.7 114.9 110.6 110.4
Silver grade glt 50.7 48.0 +5.6 52.2 50.7 50.8 49.3
Silver in ore t 1522 1423 +7.0 378 395 381 368
Production of concentrate (dry weight) kt 1741 1740 +0.1 425 451 437 429
Copper in concentrate kt 391.3 392.7 0.4) 95.2 100.9 98.2 96.9
Silver in concentrate t 1303 1218 +7.0 326 337 327 313

METALLURGICAL PRODUCTION

The production of electrolytic copper as compared to 2020 increased by 17.2 thousand tonnes, or by 3.1%. The higher
production of electrolytic copper was the result of an increase in the supply of purchased metal -bearing materials . By
supplementing own concentrate with purchased metal  -bearing materials in the form of scrap, copper blister and imported
concentrate, exis ting technological capacity was effectively used

The production of other metallurgical products (silver, wire rod and OFE rod) derives from the level of electrolytic copper
production and depends on the type of raw material used, and above all on market d emand .

In comparison to 2020, the production of metallic gold decreased by 481 kg, or 16.0%, while metallic silver production was
higher by 9.3 tonnes, closing the year at 1 332 t.

Table 19. Metallurgical productonof KGHM Pol ska Miedz S. A.

. ch
Unit 2021 2020 ar(f/’i 4 QA 30A 2 QA 10A
0

Electrolytic copper, including: kt 5776 560.4 +31 1374 1469 146 .8 146 4

- production from own concentrates kt 381.4 413.3 (7.7) 95.3 93.9 92.6 99.6

- production from purchased metal - kt 196.2 147.0 +335 421 53.1 54.2 468
bearing materials

Wire rod, OFE and CuAg rod kt 281.9 259.5 +8.6 61.2 77.2 71.9 71.6

Metallic silver t 1332 1323 107 350 323 361 299

Metallic gold Koz t 81.3 96.8 (16.0) 19.9 23.3 215 16.6

Refined lead kt 30.1 30.2 ©0.3) 8.0 6.4 7.9 7.8
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Chart 23. Production of electrolytic copper (thousand tonnes ) and metallic silver (t)
Electrolitic copper production (kt) Metallic silver production (t)

560.4 577.6 from 1323 1332
purchased

147.0 196.2 /metal—bearing
materials

413.3 381.4 - from own
concentrate

2020 2021 2020 2021

MAIN PRODUCTION GOAL S

The main goals set by the Management Board in terms of production and occupational health and safety for 2022 are a
continuation of actions taken in 2021, i.e.:

- optimal utilisation of the resource base and of the production capacity of the Company, and

- optimisation of copper content in ore and concentr  ate.

Key tasks in 2022:

in mining - access and development work to intgeoriGeogowh &t
Pr z e my 3andGaworzyce mining area s,

- continuation of work related to prevention of gas -related threats (hydrogen sulphide and
methane) and the use of new technical solutions and means of prevention to counteract this
threat ,

- contin uation of work related to utilising the capacity of the input and output ventilation shafts in
the interconnected mine ventilation system

- maintaining the efficiency of mining vehicles in an assortment required to execute production
tasks,

- realisation of the planned scope of mine development and access work using the commissioning
system in 202 2,

in ore - optimising control of visual product parameters during the production process ,

processing - maintaining the availability of the machine park and the production capacity of individual

Concentrators Division Areas to the amount of ore supplied

- maintaining the production of concentrates in an amount and quality necessary for optimal use
of the production capacity of the smelters and refineries

- searching for ways to utilise alternative and renewable energy sources in the Concentrators
Division,,

- monitoring and assessing the impact of technological water to the technological parameters and
state of technical infrastructure

in metallurgy - theplannedexecuti on of a maintenance shutdown of the
Il Copper Smelter and Refinery with the full scope of maintenance,

- increasing the share of recycling in copper production  as a result of an increase in the
processing of scrapinthe f ur naces of Gt ogéw Copper Smelter
of scrap processing in all fire phases in Legnica Copper Smelter and Refinery,

- maintaining the high level of electrolytic copper production by the Legnica Copper Smelter and
Refineryand Gwo@gopper Smelter and Refinery

- further minimisation of environmental impact by actions directed towards improving the
effectiveness of the dedusting and hermetic sealing processes to decrease fugitive emissions as
well as optimisation of water -effluents management ,

- optimum management of half -finished products between the metallurgical facilites

in occupational - advancing a package of actions which further effectively mitigate the external threat of the
health and SARSCov Z 2 pandemic ,
safety

- improveme nt of the occupational safety and hygiene management system implemented by the
Company in 2020 pursuant to the OHS ISO 45001:2018 standard

- introduction of further technical and organisational solutions decreasing the risk of workplace
accidentsin the CompanyAs divisions,

- continuous improvements in the monitoring of workplace hazards and the advancement of
organisational and technical goals aimed at further limitation of professional risks and accident
rates,
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- implementation of IT solutions in the area o  f workplace safety, in particular workplace data and
information analytics.

7.2. SALES

In 2021, the level of sales of copper products by the Company did not differ significantly from that achieved in 2020 and
amounted to 561.5 thousand tonnes , versus 561.0 thousand tonnes in the prior year . In 2021, sales of copper cathodes

amounted to 279.3 thousand tonnes , meaning a 7% decrease compared to 2020. Sales of copper wire rod and OFE rod

increased however by 8%, amounting to 278 thousand tonnes in 2021. The change in the structure of sales of copper
products results from the year -long high demand of higher -margin products compared to processed copper cathodes .

Sales of metallic silver in 2021 amounted to 1 249 t, meaning a 9% decrease compared to 2020, alongside a slight increase
in production . Silver inventory at the end of 2021 was designated to meet the sales schedule in  2022. Sales of gold in 2021
amounted to 78 thousand troy ounces, which means a decrease compared to data for 2020 (-22%).

Table 20, Sales volume of basic productsof KGHM Pol s k&aA. Mi ed z

Unit 2021 2020 Cha?(i)e) 4QA 3QA 2QA 1QA
Cathodes and cathodes parts kt 279.3 300.7 (7.1) 77.5 62.0 74.5 65.3
Copper wire rod and OFE rod * kt 278.0 256.4 +8.4 66.0 69.4 72.6 70.0
Other copper products * kt 4.2 3.9 +7.7 0.9 0.7 1.3 13
Total copper and copper products kt 561.5 561.0 +0.1 144.4 132.1 148.4 136.6
Metallic silver t 1249 1369 (8.8) 298 331 340 279
Metallic gold koz t 78.0 100.1 (22.1) 19.5 20.5 19.4 18.6
Refined lead kt 30.7 29.0 +5.9 7.8 6.3 8.2 8.3

1) the volume of sales of ETP/OFHrains was moved fromtheitem CCopper wi r e r o dthesitand QBdF Eopperprdductsi theg change
of 2.2 kt refers to 2020)

Total revenues fromsalesbhy KGHM Po |l s ka Mi2@28damouhitedAto PLN 24 618 million , representing an increase by
27% versus 2020, when revenues reached PLN 19 326 million .

Revenues from sales of copper products in 2021 increased by  34% and amounted to PLN 19 079 million (compared to
revenues in 2020 of PLN 14 258 million ).

Revenues from metallic silver sales in 2021 also increased (+16%)to PLN 3 990 million compared to PLN 3 453 million in
2020. Revenues from sales of metallic gold in 2021 decreased to PLN 548 million , versus PLN 690 million in 2020 (-21%).

The increase in revenues from contracts with customers compared to 2020 by PLN 5 292 million was mainly due to higher
prices of copper, silver and gold (+PLN 7 807 million ), with lower revenues connected with :

- achange in the adjustment of revenues due to hedging transactions (-PLN 1 974 million ),

- lower volumes of sales of silver and gold, respectively by 9% and 22% with higher sales of copper by 0.1% (-PLN
443 million ), and

- aless favourable USD/PLN exchange rate (-PLN 173 million ).

Table 21. Revenues from contracts with customersof K GHM P o | s kSA.(iMPL& dnitlion)

2021 2020 Char(‘% 4QA 3QA 2QA 10QA
Cathodes and cathodes parts 9 462 7 593 +24.6 2848 2016 2562 2038
Copper wire rod and OFE rod * 9461 6 567 +44.1 2383 2 360 2 499 2219
Other copper products * 156 98 +59.2 38 27 48 44
Total copper and copper products 19 079 14 258 +33.8 5269 4 403 5108 4300
Metallic silver 3990 3453 +15.6 942 1052 1096 900
Metallic gold 548 690 (20.6) 145 142 133 129
Refined lead 271 220 +23.2 76 59 68 68
Other goods and services 452 336 +34.5 127 106 112 107
Merchandise and materials 278 369 (24.7) 89 65 59 65
Total sales revenue 24 618 19 326 +27.4 6 648 5826 6 575 5569

1)t he volume of sales of ETP/ OFE grains was moved from the istjen( tChGeo pcphearn gnei r e
of PLN56 million refers to 2020)
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GEOGRAPHICAL BREAKDQNN OF SALES

dn 2021, KGHM Pol ska Miedz S.A. earned most of it R4%roétotalnues fron
revenues. The remaining major customers of KGHM came from Germany (15%), China (12%), Italy (8%), Czecha (7%),and
the United Kingdom (5%).

The following chart shows the geographic structure of revenues in 2021. Sales revenue includes the result from the
settlement of hedging instruments

Chart 24. Sales revenue of KGHM Pol(eRLAmNMinedz S. A. by mar ket

Germany
3702
15%

QOther countries United Kingdom
7059 1283
29% 5%
Czechia
1804
7%
7.3. COSTS
The CompanyAs cost of sales, selling costs and administrative exp
plus selling costs and administrative expenses) in 2021 amounted to PLN 20 514 million and was 27% higher as compared
to the correspond ing period of 2020. The CompanyAs <cost of sal es, selling costs ar

substantially affected by the utilisation of inventories, which led to a higher sales volume

Total expenses by nature in 2021 as comparedto 2020 were higher by 42% mainly due to higher consumption of purchased
metal -bearing materials by PLN 3 158 million (a higher amount by 45 thousand tonnes and a higher price by  40%) as well
as a higher minerals extraction tax charge  (+PLN 1 923 million ).

Table 22. Expenses by natureof KGHM Pol s k a (MPL&diions. A.

2021 2020 Char(];)e) 4QA 3QA 2QA 10A
Depreciation of property, plant and
equipment and amortisation of intangible 1435 1364 +5.2 356 363 360 356
assets
Employee benefits expenses 4 249 3835 +10.8 1097 1083 1114 955
Materials and energy, including: 10 242 6 326 +61.9 2681 2541 2673 2 347
- purchased metal -bearing materials 7 132 3974 +79.5 1769 1707 1989 1667
- electrical and other energy 1230 988 +24.5 284 351 299 296
External services 1884 1716 +9.8 545 457 457 425
Minerals extraction tax 3548 1625 +118.3 1009 904 917 718
Other taxes and charges 398 397 +0.3 (74) 189 143 140
Other costs 145 123 +17.9 54 18 60 13
Total expenses by nature 21901 15 386 +42.3 5 668 5555 5724 4 954

Expenses by nature, excluding purchased metal -bearing materials and the minerals extraction tax, amounted to PLN 11
221 million and were higher as compared to the corresponding period of 2020 by PLN 1 434 million , mainly due to an
increase in the following :

- consumption of materials and energy (+PLN 758 million ) z mainly due to higher prices for natural gas , electricity , coke
and technological materials ,

- labour costs (+PLN 414 million ) z due to an increase in remuneration and a higher provision for the annual bonus

- external services (+PLN 168 million ) z mainly due to an increase in transport ation services , repairs and maintenance
and mine development work

- depreciation /amortisation  (+PLN 71 million ) z an increase due to investm ents advanced in prior periods

The structure of expenses by nature in 2021 is presented below. As compared to the prior year, they were at a very similar
level.
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Chart 25. Structure of expenses by nature in 2021

Minerals extraction tax 16% External services 9%

Materials and fuel 9%

Depreciation/amortisation 6%
Employee benefits expenses
19%

Electrical and other energy 6%

Other taxes and charges 2%
Purchased metal-bearing material 32%
Other costs 1%
The CompanyAs operating costs are decisively i mpacted by the cost
the value of by -products), whose share is around 96%.
Chart 26. Cost of producing payable copper in concentrate 7z C1 (USD/Ib)
248
2.30 2.32 2.26
1.93
1.62 1.00 | including the minerals
1.15 1.22 1.09 extraction tax
0.48 0.90
1.14 1.03 115 139 1.10 1.47
2020 Q121 Q221 Q321 Q4'21 2021
Cost of produci ng copper in concentrate - C1 (unit cash cost of producing payable copper in concentrate, reflecting costs of

ore extraction and processing, transport costs, the minerals extraction tax, administrative costs during the mining stage, and
smelter treatment and refining charges (TC/RC), less the value of byroducts) amounted to respectively : in 2020: 1.62 USD/Ib
and 2021: 2.26 USD/Ib. The increase in this cost by 40% was mainly due to a higher minerals extraction tax charge . C1cost
excluding this tax rose by 2.6% and was due to a strengthening in the PLN as compared to the USD and lower production
of copper from own concentrate .

Chart 27. Pre-precious metals credit unit cost of electrolytic copper production Z from own concentrate  (PLN/t)
32984 35600 36 466 33197
26 209 28095 1177 10392
11524 10 988 -—~”| value of anode slimes
8 382 10 881
26 074 | total unit cost of copper
17827 17214 21461 24423 22210 production from own
concentrate
2020 Q121 Q2'21 Q321 Q4'21 2021
The pre -precious metals cre dit unit cost of copper production from own concentrate (unit cost prior to decrease by the

value of anode slimes containing among others silver and gold) was higher than that recorded in 2020 by 6 988 PLN/t (27%),
alongside lower production from own conce ntrate by 32 thousand tonnes of copper (7.7%). The increase in the unit cost

was mainly due to the higher minerals extraction tax charge  (+4 662 PLN/t), higher prices of energy, fuels and technological

materials and higher costs of labour . The total unit cost of copper production from own concentrate was higher compared

to 2020 by 4 383 PLN/t (25%) with a higher valuation of anode slimes due to higher silver prices.
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7.4. FINANCIAL RESULTS

STATEMENT OF PROFITOR LOSS

The Company recorded a profit for 2021 in the amount of PLN5 169 million, or by PLN 3 390 million (2.9-times) higher than
the profit for the prior year .

Table 23, Basic items of the statement of profitorlossof KGHM Pol s k a (MPL&dnilions. A .

2021 2020 Cha?g? 4Q21  3Q21  2Q21  1Q2l
0

Revenues from contracts with customers 24618 19326 +27.4 6 648 5 826 6 575 5569
- adjustment to revenues due to hedging transactions (1651) 323 x (491) (418) (476) (266)
Cost of sales, selling costs and administrative expenses (20 514) (16 161) +26.9 (5794) (5070) (5440) (4210)
Profit or loss on sales 4104 3165 +29.7 854 756 1135 1359
Other operating income and (costs) 3088 (398) X (109) 404 2425 368
- excha'nge differences on assets and liabilities other than 511 (269) < 135 229 @11) 358
borrowings
- measurement and realisation of derivatives (445) (240) +85.4 (167) (145) 47 (180)
- interest on loans granted and other financial receivables 304 269 +13.0 79 94 64 67
- falr value gains on financial assets measured at fair ~ value through 1070 149 — (243) 175 1025 113
profit or loss
- faif value losses on financial assets measured at fair value through 63) (169) 62.7) 21 ®) 36) “3)
profit or loss
- reversal of impairment losses on shares in subsidiaries 1010 - X - - 1010 -
- impgi.rmlent losses on shares and investment certificates in (182) (141) +291 (182) ) 3 @)
subsidiaries
- reversaﬂ of impairment losses on financial instruments measured 807 21 x38 273 26 294 14
at amortised cost
- impairment losses on financial instruments measured at amortised
oy @ (62 (951) 7 ®) @) &
- other 80 64 +25.0 (32) 33 36 43
Finance income and (costs) (476) - X (99) (168) 93 (302)
- exchange differences on borrowings (338) 190 X (54) (146) 135 (273)
- interest on borrowings (92) (148) (37.8) (30) (14) (30) (18)
- other (46) (42) +9.5 (15) (8) (12) (11)
Profit before income tax 6716 2767 x 24 646 992 3653 1425
Income tax expense (1 547) (988) +56.6 (329) (366) (402) (450)
PROFIT FOR THE PERIOD 5169 1779 x 29 317 626 3251 975
Depreciation/amortisation recognised in profit or loss (1363) (1293) +5.4 (348) (359) (347) (309)
Adjusted EBITDA ¢ 5474 4 458 +22.8 1202 1115 1482 1675

1 Adjusted EBITDAF profit on sales + depreciation/amortisation (recognised in profit or loss) + impairment loss ( -reversal of impairment losses) on
non-current assets, recognised in cost of sales, selling costs and administrative expenses

Table 24. Main factors impacting the change in profitorlossof KGHM Pol ska Miedz S. A.

Impact on
change in
result
(in PLN
Item million) Description
+7 807 An increase in revenues due to higher prices of copper (+3 136  USD/t, +51%),
silver (+4.60 USD/oz t, +22%) and gold (+36 USD/oz t, +2%)
(1974) Change in the adjustment of revenues due to hedging transactions,
from +PLN 323 millionto -PLN 1 651 million
243 A decrease in revenues due to a lower volume of sales of silver ( -120 t, -9%)
Increase in revenues from (443)

and gold (-22.1 koz t, -22%), with a higher copper sales volume (+0.5 kt, +0.1%)
contracts with customers

. A decrease in revenues from sales of basic products (copper, silver, gold) due
(+PLN 5 292 million)

(173) to a less favourable average annual USD/PLN exchange rate (a change from
3.90 to 3.86 USD/PLN)

An increase in other revenues from sales, including revenues from the sale of
refined lead (+PLN 51 million), sulphuric acid (+PLN 48 million) and rhenium
(+PLN 19 million) with lower revenues from the sale of merchandise, waste
and production materials ( -PLN 90 million)

+75
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Higher by 45 thousand tonnes of copper (+29%) consumption of purchased

3158 . . . )
( ) metal -bearing materials at a higher by 40% purchase price
: : Higher inventories (change in 2021: -PLN 1 562 million, in 2020: +PLN
An increase in cost of sales, +2 138 9 - ( 9
. 576 million)
selling costs and
administrative expenses @ Mainly an increase in other expenses by nature by PLN 3 357 million, mainly
(-PLN 4 353 million ) due to higher costs: minerals extraction tax charge (higher by PLN 1 923
(3333) million), other materials (higher by PLN 516 million), employee benefits
(higher by PLN 414 million), electrical and other energy (higher by PLN 242
million) and external services (higher by PLN 168 million).
Reversal of impairment The total amount is in respect of 2021 and shares of the holding company
losses on shares in +1010 Future 1 Sp. z o.0. which holds indirectly 100% of the shares of KGHM
subsidiaries INTERNATIONAL LTD.

! An increase in impairment losses, from  -PLN 141 million to -PLN 182 million.
Impairment losses on shares . . . S .
and investment certificates In 2020 impairment losses were in respect of:  -PLN 85 million in the holding
in subsidiaries (41) company Future 1 Sp. z 0.0., -PLN 44 million in KGHM VII FIZAN, and -PLN 12

million in KGHM VI FIZAN. In 2021, the entirety of the impairment losses were
in respect of shares of "Energetyka" sp. z 0.0.
Fair value gains on financial An increase in fair value gains on financial assets measured at fair value
9 . through profit or loss, from PLN 149 millionto PLN 1 070 million. Most of this
assets measured at fair +921 . . L .
value throuah orofit or loss increase (+PLN 938 million) is in respect of loans (an increase from PLN 118
ghp million to PLN 1 056 million).
Fair value losses on financial A decrease in fair value losses on financial assets measured at fair value
: through profit or loss, from  -PLN 169 million to -PLN 63 million. The decrease
assets measured at fair +106 . L . . .
value throuah orofit or loss in losses (+PLN 119 million) is mainly in respect of loans (a decre ase from
gnp -PLN 128 million to -PLN 9 million).
Reversal of impairment An increase in the reversal of impairment losses on financial instruments
l0SSes on finanpcial measured at amortised cost, from PLN 21 million to PLN 807 million. This
instruments measured at +786 increase is mainly (+PLN 734 million) in respect of loans to Future 1 sp. z 0.0.
) and the KGHM INTERNATIONAL LTD. Group (an increase from PLN 18 million
amortised cost .
to PLN 752 million).
Impairment losses on A decrease in impairment losses on financial instruments measured at
financial instruments +78 amortised cost, from -PLN 82 million to -PLN 4 million.
measured at amortised cost
An increase by PLN 780 million in the result due to exchange differenceso n
Impact of exchange - assets and liabilities other than borrowings  z in other operating activities
) +
differences A decrease by PLN 528 million in the result due to exchange differences on
borrowings (presented in finance costs)
A decrease by PLN 205 million in the result due to the measurement and
Impact of derivatives and (208) realisation of derivatives in other operating activities
hedging transactions A decrease by PLN 3 million in the result due to the measurement and
realisation of derivatives in  financing activities
Change in the balance of An increase by PLN 35 million in interest income on loans granted
income and costs due to +91 o .
interest on borrowings A decrease by PLN 56 million in interest costs on borrowings
Provisions (50) An increase by PLN 51 million in provisions recognised
(recognised)/released An increase by PLN 1 million in provisions released
Refund of excise tax from (48) A decrease in the amount of refunded excise tax from prior years (PLN 53
prior years million in 2020 versus PLN 5 million in 2021)
The increase in income tax resulted from an increase in current income tax
o by PLN 667 million, with a decrease in deferred income tax by PLN 91 million
Increase in income tax (559) ) . . - .
and a higher negative adjustment of current tax for prior periods by PLN

17 million

) Cost of products, merchandise and materials sold plus selling costs and administrative expenses
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Chart 28. Change in profit for the periodof KGHM Pol s k a (MPL&adnilions. A.
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CASH FLOWS
Table 25, Statement of cash flowsof KGHM Pol s k a (ikPL&Ndnidlions. A.

2021 2020 Char(f/;i IVQ'21 Q21 11Q'21 1Q'21

0

Profit before income tax 6716 2767 x 24 828 992 3653 1425
Exclusions of income and costs, total (1216) 1709 X (161) 80 (1 988) 671
Income tax paid (707) (730) x 10 (167) 172) (180) (188)
Changes in working capital (2 830) 1070 X 62 (1179) (692) (1021)
Net cash generated from/(used in) operating activities 1963 4 816 x 04 562 (279) 793 887
E;(sp:tr;dltures on property, plant and equipment and intangible (@ 407) @ 422) % 10 (662) (538) (544) (663)
Proceeds/expenditures due to loans granted 1655 (270) X 1228 427 - -
Other 145 (72) x (14) 130 2) 31
Net cash generated from/(used in) investing activities (607) (2 764) x 02 552 19 (546) (632)
Proceeds/expenditures due to loans drawn (1 684) (426) 40 (73) (68) (458) (1 085)
Expenditures due to dividends paid to shareholders of the (300) ) « ) ) (300) )
Company
Other (107) (81) x 13 (98) 18 75 (102)
Net cash used in financing activities (2 091) (507) x 41 (171) (50) (683) (1187)
NET CASH FLOW (735) 1545 x 943 (310) (436) (932)
Exchange differences on cash and cash equivalents (68) 74 X 4) (8) (8) (48)
Cash and cash equivalents at beginning of the period 2135 516 x 41 393 711 1155 2135
Cash and cash equivalents at end of the period 1332 2135 x 06 1332 393 711 1155

Net cash generated from operating activities in 2021 amounted to +PLN 1 963 million and mainly comprised profit before
income tax in the amount of PLN 6 716 million , adjusted by the exclusion of income and costs in the amount of -PLN 1 216
million (including depreciation/amortisation  recognised in the financial result, +PLN 1363 million, the reversal of
impairment losses on non-current assets, -PLN 1 762 million and fair value gains/(losses) on financial assets measured at
fair value through profit or loss, -PLN 1 029 million ), less income tax paid in the amount of PLN 707 million and a decrease
in working capital by PLN 2 830 million . The change in working capital was mainly due to the following : a decrease in
inventories (-PLN 1 824 million ) and a decrease in trade payables transferred to factoring by PLN 1 154 million .

Net cash used in investing activities in 2021 amounted to -PLN 607 million and mainly comprised expenditures on property,
plant and equipment and intangible assets in the amount of PLN 2407 milion and the balance of proceeds and
expenditures due to loans granted, +PLN 1 655 million .

Net cash used in financing activities during the same period  amounted to -PLN 2 091 million and mainly comprised the
balance of proceeds and expenditures due to  borrowings drawn in the amount of -PLN 1 684 million and dividends paid to
shareholders in the amount of PLN 300 million .

After reflecting exchange differences on cash and cash equivalents , in 2021 cash and cash equivalents decreased by PLN
803 million and amounted to PLN 1 332 million .
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Chart 29, Cashflowof KGHM Pol s ka (MPL&Ndniflions. A.
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ASSETS, EQUITY AND IABILITIES

Table 26, Assetsof KGHM Pol s k a (iNPL&diiflions. A.
31.12.2021 31.12.2020 Change (%) 30.09.2021 30.06.2021  31.03.2021

Property, plant and equipment and intangible assets 20 995 20 004 +5.0 20 314 20 158 20 045
Investments in subsidiaries 3691 2848 +29.6 3862 3851 2 845
Financial instruments, including: 9931 9459 +5.0 11 212 11 200 9 700
- loans granted 8 249 7 648 +7.9 9410 9 406 8 092
Other non -financial assets 54 56 (3.6) 64 63 174
Non -current assets 34671 32 367 +7.1 35452 35272 32764
Inventories 5436 3555 +52.9 5209 4883 4522
Trade receivables 600 351 +70.9 773 490 427
Tax assets 301 217 +38.7 194 181 337
Derivatives 254 210 +21.0 333 293 216
Cash pooling receivables 498 128 x 39 21 4 12
Other financial assets 289 268 +7.8 124 113 382
Other non -financial assets 77 66 +16.7 103 162 115
Cash and cash equivalents 1332 2135 (37.6) 393 712 1155
Non-current assets held for sale - 45 X - - -
Current assets 8 787 6 975 +26.0 7 150 6 838 7166
TOTAL ASSETS 43 458 39342 +10.5 42 602 42110 39 930

As at 31 December 2021, total assets amounted to PLN 43 458 million , or an increase as compared to the end of 2020
by PLN 4 116 million , or by 10%, mainly due to increases in the following items

- property, plant and equipment and intangible assets by ~ PLN 991 million , resulting from advancement of investm ents z
cash expenditures on property, plant and equipment and intangible assets in 2021 amounted to PLN
2 407 million

- investments in subsidiaries by PLN 843 million ,

- long-term financial instruments by PLN 472 million , including loans granted (+PLN 601 million ),

- inventories by PLN 1 881 million ,

- trade receivables by PLN 249 million ,

- receivables due to cash pooling by PLN 370 million ,

alongside a decrease in the value of cash and cash equivalents by PLN 803 million .

Chart 30. Change in assets ofSAKBERL(RPBLNsKi@e) Mi edz
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The carrying amounts of equity and liabilities as at 31 December 2021 are presented below .

Table 27. Equity and liabilitesof KGHM Pol s k a (iMPL&difions. A.

Change
31.12.2021 31.12.2020 (%) 30.09.2021 30.06.2021 31.03.2021
Share capital 2 000 2000 - 2000 2000 2 000
cher reserves from measurement of financial (1 670) (1390) +20.1 (1412) (2041) (2151)
instruments
Accumulated other comprehensive income (329) (872) (62.3) (717) (819) (903)
Retained earnings 25 839 20988 +23.1 25522 24 896 21945
Equity 25 840 20726 +24.7 25 393 24 036 20 891
Borrowings, lease and debt securities 5180 6 525 (20.6) 5143 5 096 5695
Derivatives 1133 981 +15.5 974 1155 1227
Employee benefits liabilities 2 040 2724 (25.1) 2583 2 649 2756
Provisions for decorf'nmlsspr?mg costs of mines 811 1185 (31.6) 1188 1168 1153
and other technological facilities
Other non -current liabilities 543 272 +99.6 422 238 180
Non -current liabilities 9 707 11 687 (16.9) 10 310 10 306 11011
Borrowings, lease and debt securities 382 306 +24.8 359 322 334
Cash pooling liabilities 360 284 +26.8 409 372 220
Derivatives 888 653 +36.0 786 1162 1222
Trade and similar payables 2613 3334 (21.6) 2148 2775 3064
Employee benefits liabilities 1130 1042 +8.4 1018 1111 1104
Tax liabilities 1291 369 x 3B 1118 971 872
Provisions for liabilities and other charges 98 77 +27.3 76 72 79
Other current liabilities 1149 864 +33.0 985 983 1133
Current liabilities 7911 6 929 +14.2 6 899 7768 8 028
Non -current and current liabilities 17 618 18 616 (5.4) 17 209 18 074 19 039
TOTAL EQUITY AND LIABILITIES 43 458 39 342 +10.5 42 602 42110 39 930

There was an increase in equity and liabilities, mainly due to increases in the following items

- equity by PLN5 114 million , mainly with respect to the profit for 2021 in the amount of PLN5 169 million ,
- deferred tax liabilities (+PLN 209 million ),

- derivatives (+PLN 387 million ),

- tax liabilities (+PLN 922 million ),

- accruals (+PLN 195 million )

alongside a decrease in :

- borrowings, lease and debt securities  (-PLN 1 269 million ),

- employee benefits liabilities  (-PLN 596 million ),

- provisions for decommissioning costs of mines and other technological facilities (-PLN 374 million ),

- trade and similar payables (-PLN 721 million ).

Chart 31. Change in equity and liabilitesof KGHM Pol s k a iMA021 dirz PLI$ milhon)
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CONTINGENT ASSETS AND LIABILITIES DUE TO GUARANTEES GRANTED
As at 31 December 2021, contingent assets amounted to  PLN 485 million and related mainly to guarantees received by the
Company in the amount of PLN 250 million and promissory notes receivables in the amount of PLN 207 million .

As at 31 December 2021, liabilities due to guarantees granted amounted to PLN 1 236 million , including :

- asecurity for the repayment of a bank loan entered into by Sierra Gorda S.C.M. in the amount of PLN 670 million ,
- asecurity for the restoration costs of the Robinson mine, Podolsky mine and the Victoria project,  in the amount of PLN
402 million ,

The Management BoardAs Report on the activities of 72
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version



in PLN millions, unless otherwise stated

- a security for the proper executon by KGHM Pol ska Miedz S. A. of f wetatedtetheenvi r on me
obligation to restore terrain , f ol |l owing the conclusion of operationimthef the Zel

amount of PLN 124 million ,
- security of obligations for the proper execution of agreements entered into by the Parent Entity and ~ Group companies

in the amount of PLN 40 million .
As far as the Company is aware, at the end of the reporting period the Company determined the probability of paying the
amounts related to guarantees granted as low
Other liabilities not recognised in the statement of financial position represent liabilities towards local government entiti es
due to expansion of the tailings storage facility  in the amount of PLN 99 million .

7.5. CAPITAL EXPENDITURES

In 2021, capital expendi tures on property, plant and equipment  amounted to PLN 2 523 million . Together with expenditures
incurred on uncompleted development work, capital expenditures amounted to PLN 2 586 million and were higher than in
the prior year by 4%.

Table 28, Structure of expenditures on property, plant and equipment and intangible assets of KGHM Pol ska Miedz S. A
(in PLN million)

2021 2020 Char(]% 4Q21 3Q21 2Q21 1Q21
Mining 1747 1649 +5.9 642 379 399 327
Metallurgy 664 732 (9.3) 345 102 132 85
Other activities 91 32 x 28 44 15 17 15
Development work - uncompleted 7 4 +75.0 6 1
Leases per IFRS 16 77 63 +22.2 9 8 41 19
Total 2 586 2 480 +4.3 1046 504 589 447
including borrowing costs 119 116 +2.6 29 28 31 31

*reflects PLN21 million incurred in 2021 due to leasesof property, plant and equipment

Investment activities comprised projects related to the replacement of equipment and maintaining mine production, as well
as development projects :

Projects related to the replacement of equipment aimed at maintaining production equipment in an undeteriorated
condition, represent 33% of total expenditures incurred

Chart 32. Structure of expenditures on the replacement of equipment

Replacement of the machine park
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Other replacement of
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Projects related to maintaining mine production aimed at maintaining mine production on the level set in approved

Production Plan (development of infrastructure to match mine advancement) represent 29% of total expenditures incurred
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Chart 33. Structure of expenditu res on maintaining mine production
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Development projects  aimed at increasing production volume of the core business, implementation of technical and
technological activities optimising use of existing infrastructure, maintaining production costs and adapt ation of the
companyAs operations to <changes in standards, |l aws and
environmental protection) represent 38% of total expenditures incurred

Chart 34. Structure of expenditures on development
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Detailed informa tion on the advancement of key investment projects may be found in part 5 of this Report in the section
on advancement of the Strategy in  2021.
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8. ECONOMIC RESULTS ORKGHM INTERNATIONAL L TD.

K & A

Copper production TPM production Clcost Revenues Adjusted EBITDA
kt koz t USD/Ib PLN mn PLNmn

The presented economic and finan cial results of KGHM INTERNATIONAL LTDinclude the results of the Franke and Carlota
mines, assets which are in the process of being sold

8.1. PRODUCTION

Table 29. Production of KGHM INTERNATIONAL LTD.

Unit 2021 2020 Cha?;g 4QA 3QA 2QA 1QA
Payable copper, including: kt 71.7 66.9 +7.2 16.3 19.1 20.1 16.2
- Robinson mine (USA) kt 53.6 47.4 +13.1 11.6 14.3 15.8 11.9
- Franke mine (Chile) kt 10.7 12.5 (14.4) 2.8 2.9 2.4 2.6
- Sudbury Basin mines (Canada) ¢ kt 1.9 2.1 (9.5) 0.5 0.4 0.5 0.5
Payable nickel kt 0.5 0.4 +25.0 0.3 0.0 0.1 0.1
Precious metals (TPM), including: koz t 51.3 66.1 (22.4) 11.4 13.6 14.1 12.2
- Robinson mine (USA) koz t 38.1 36.1 +5.5 8.9 10.1 10.4 8.7
- Sudbury Basin mines (Canada) ¢ koz t 13.2 29.9 (55.9) 25 35 3.7 35

1) McCreedy West mine in the Sudbury Basin

In 2021, copper production in the segment KGHM INTERNATIONAL LTDamounted to 71.7 thousand tonnes, or an increase
by 4.8 thousand tonnes (+7%)compared to 2020. The increase in copper production was in respect of the Robinson mine
(+6.2 thousand tonnes ; +13%)and was mainly due to the extraction of higher -quality copper ore and higher recovery during
ore processing , which was partially offset by a lower volume of ore processed . The increase in TPM production by this mine
by 2 thousand troy ounces (+6%)is due to higher gold recovery .

Lower copper content in extracted ore  was the main reason for the decrease in payable copper production by the Franke
mine by 1.8 thousand tonnes (-14%), while the lower production of copper by the McCreedy West (Sudbury Basin ) mine by
0.2 thousand tonnes (-10%) was due to the lower volume of ore extracted . This factor was partially offset by higher recovery
of copper in ore. The decrease in precious metals production by 16.7 thousand troy ounces (-56%) by this mine was due to
the lower volume of ore extracted and the mining of areas with lower TPM content in ore compared to 2020.

8.2. REVENUES

Table 30. Volume and sales revenue of KGHM INTERNATIONAL LTD(in USD million)

Unit 2021 2020 Char(];]e) 4QA 3QA 2QA 10QA
Revenues from contracts with customers @, USD mn 806 692 +16.5 206 228 175 197
including:
- copper USD mn 600 412 +45.6 149 179 129 143
- nickel USD mn 8 6 +33.3 4 1 1 2
- TPM z precious metals USD mn 82 115 (28.7) 20 21 18 23
Copper sales volume Kt 66.2 71.9 (7.9) 15.1 20.0 13.7 17.4
Nickel sales volume Kt 0.5 0.4 +25.0 0.3 0.0 0.1 0.1
TPM sales volume koz t 46.7 71.3 (34.5) 10.1 14.0 10.6 12.0

Y reflects processing premium

Table 31, Sales revenue of KGHM INTERNATIONAL LTD(in PLN million)

Unit 2021 2020 Char('cije) 4QA 3QA 2QA 1QA
Revenues from contracts with customers @, PLN mn 3125 2703 +15.6 833 885 657 750
including:
- copper PLN mn 2325 1610 +44 .4 604 693 484 544
- nickel PLN mn 31 23 +34.8 16 4 3 8
- TPM z precious metals PLN mn 318 449 (29.2) 81 82 67 88

Y reflects processing premium
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The sales revenue of the segment KGHM INTERNATIONAL LTDin 2021 amounted to USD 806 million , or an increase by USD

114 million (+17%)mainly due to higher copper prices. This factor was partially offset by a lower volume of metals sold and

lower revenues due to the sale of services of companies operating under the brand of

DMC Mining

Revenues from the sale of copper amounted to USD 600 million and were higher by USD 188 million compared to 2020 due
to an increase in the achieved sales pri ce by 52% (9 440 USD/t in 2021 compared to 6 209 USD/t in 2020), with a lower

volume of copper sold by 5.7 thousand tonnes (-8%).

Revenues from TPM sales decreased by USD 33 million (-29%) due to a lower sales volume (-24.6 thousand troy ounces ;

-35%), which was not offset by higher precious metals prices.

Revenues from the sales of services by DMC in 2021 amounted to USD 104 million , or a decrease by USD 40 million (-28%)

compared to the level achieved in  2020. The decrease was due to the completion on 28 August 2020 of a contract related

to a large project carried out in the United Kingdom
Chile, revenues were higher compared to 2020.

8.3. COSTS

. As respects projects advanced in the Sudbury region (Canada)and in

Table 32, C1 payable copper production cost of KGHM INTERNATIONAL LTD.

. Change
Unit 2021 2020 (3) 4 QAN 3 QA 2 QAN 1 QA
0
C1 payable copper production cost ¢ USD/Ib 2.01 1.91 +5.2 2.27 1.67 1.83 2.32

1 C1 unit production cost of copper - cash cost of payable copper production, reflecting costs of oreextraction and processing, the minerals extraction
tax, transport costs, administrative expenses during the mining phase and smelter treatment and refining charges (TC/RC) lesby-product value

The average weighted unit cash cost of copper production for a

Il mines in the segment KGHM INTERNATIONAL LTDin 2021

amounted to 2.01 USD/Ib, or an increase by 5% compared to the corresponding period of 2020 . The increase in C1 was due
to a lower copper sales volume and lower revenues from sales of associated metals (-29%), which decrease C1.

8.4. FINANCIAL PERFORMANCE

Table 33. Financial results of KGHM INTERNATIONAL LTD(in USD million)

Services

2021 2020 Char(‘% 4QA 3QA 2QA 10QA
Revenues from contracts with customers 806 692 +16.5 206 228 175 197
Cost of sales, selling costs and administrative (633) (655) 3.4 (196) (150) (121) (166)
expenses, including: ¢
- recognition/reversal of impairment losses on non - (40) 2) x20.0 (48) - 7 1
current assets
Profit/(loss) on sales 173 37 x4.7 10 78 54 31
Profit/(loss) before taxation, including: 679 177) X 187 46 452 (6)
- share of losses of Sierra Gorda S.C.M. accounted for - (52) (100.0) - - - -
using the equity method
Income tax 0 0 X 6 (2) (2) (2)
PROFIT/LOSS FOR THE PERIOD 679 (177) X 193 44 451 (9)
Depreciation/amortisation recognised in profit or loss (133) (117) +13.7 (28) (41) (31) (33)
Adjusted EBITDA @ 346 156 x2.2 86 119 78 63
Table 34. Financial results of KGHM INTERNATIONAL LTD(in PLN million)
2021 2020 Char(](i)e) 4QA 3QA 2QA 10QA
Revenues from contracts with customers 3125 2703 +15.6 833 885 657 750
Cost of sales, selling costs and administrative (2 463) (2559) (3.8) (794) (583) (452) (634)
expenses, including: ¢
- recognition/reversal of impairment losses on  non- (162) 8) x20.3 (193) 1 26 4
current assets
Profit/(loss) on sales 662 144 x4.6 39 302 205 116
Profit/(loss) before taxation, including: 2631 (690) X 754 189 1713 (25)
- share of losses of Sierra Gorda S.C.M. accounted for - (204) (100.0) - - - -
using the equity method
Income tax 1 (1) X 23 (7) (7) (8)
PROFIT/LOSS FOR THE PERIOD 2632 (691) X 777 182 1706 (33)
Depreciation/amortisation recognised in profit or loss (516) (456) +13.2 (115) (159) (116) (126)
Adjusted EBITDA @ 1340 608 x2.2 347 460 295 238

Y Cost of products, merchandise and materials sold, selling costs and administrative expenses

2 Adjusted EBITDA: profit on sales + depreciation/amortisation (recognised in profit or loss) + impairment losses (-reversal of impairment losses) on

non-current assets, recognised in cost of sales, selling costs and administrative expenses
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Table 35. Key factors impacting the change in financial result of ~KGHM INTERNATIONAL LTD.
Impact on
change of
Item profit or loss  Description
(inuUSD
million)
+244 Higher revenues due to higher prices of basic products , including copper +USD
232 million
Higher revenues (111) Lower revenues due to lower sales volume , including copper ( -USD 53 million)
(+USD 114 million ) and TPM (-USD 46 million)
(40) Lower revenues realised by companies operating under the DMC brand
+21 Other factors
+37 Lower costs of external services mainly of companies operating under the DMC
brand
+34 Lower costs of materials and energy and labour costs, mainly  due to allocation
of capitalised stripping costs of the Robinson mine
+14 Change in inventories
Lower costs of sales, » . . . .
selling costs and (38) Recognition/reversal of impairment losses on property, plant and equipment in
administrative expenses ‘2021.: +USD 10million is a reversal of |mpa|rment losses on the Robm;pn mlpe ,
(+USD 23 million ) impairment losses on non-current assets in Sudbury ( -USD 41) million , in the
Franke mine (-USD 3 million) and Carlota (-USD 6 million). In 2020 an
impairment loss was recognised on the assets of the Franke mine ( -USD 2
million ).
(20) Higher depreciation/amortisation
(4) Other factors
+595 Reversal of allowance for impairment of loans granted for the construction of
Impact of other the Sierra Gorda mine in the amount of USD 614 million in 2021 versus USD 19
operating and financing million in 2020.
activities +72 Other factors, including +USD 31 million due to higher interest on a loan
(+USD 667 million ) granted to the Sierra Gorda mine (as a result of reversal of allowance for
impairment )
Share of losses of +52 Recognition in 2020 of the share of the loss of Sierra Gorda S.C.M. to the

entities accounted for
using the equity method
(USD +52 million )

amount of the increase in capital, i.e. in the amount of ~ USD 52 million (in 2021

no increase in capital in Sierra Gorda S.C.M.).

Chart 35. Change in profit or loss of KGHM INTERNATIONAL LTD(in USD million)
+557 679

+61 172 L G 1

+114 . i ! L
| | |
-177
Loss for Higher revenues Lower costs of sales,  Other operating Share of losses of  Recognition/reversal Profit for
2020 from contracts selling costs and and financing Sierra of impairment losses 2021
with customers administrative activities (1 Gorda

expenses (1

1) Excludes recognition/reversal of impairment losses on property, plant and equipment and recognition/reversal of allowances for impairment of
loans granted for the construction of the Sierra Gorda mine

8.5. CASH EXPENDITURES
Table 36. Cash expenditures of KGHM INTERNATIONAL LTD(in USD million)
h
2021 2020 © ar(‘ge) 4QA 3QA 2QA 1QA
0
Victoria project 38 7 x5.4 16 11 7 4
Sierra Gorda Oxide project 1 1 - - - 1 -
Stripping and other 223 145 +53.8 74 52 55 42
Total 262 153 +71.2 90 63 64 45
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Financing for Sierra Gorda S.C.M. z increase in the share - 52 (100.0) - -
capital

Table 37. Cash expenditures of KGHM INTERNATIONAL LTD(in PLN million)

2021 2020 Cha';goe) 4QA 3QA 20QA 10QA
Victoria project 147 27 x5.4 63 42 27 15
Sierra Gorda Oxide project 4 4 - - - 4 -
Stripping and other 863 566 +52.5 295 203 207 158
Total 1014 597 +69.8 358 245 238 173
Financing for Sierra Gorda S.C.M. zincrease in the share - 204 (100.0) - - - -
capital

Cash expenditures by the segment KGHM INTERNATIONAL LTDin 2021 amounted to USD 262 million , and were higher
by USD 109 million (+71%)compared to 2020. The increase was mainly in respect of the Robinson mine and was mainly due
to a higher scope of stripping work to gain access to further areas of the deposit . In 2021, the share of the Robinson mine
in total investments by KGHM INTERNATIONAL LTDamounted to nearly 80%.

Expenditures on the Victoria project amounted to ~ USD 38 million , mainly constructing surface -based infrastructure (such
aspreparing the foundations of the shaft As,phepasirdfarparkng , area aneg
building a water treatment plant ).

In 2021, there was no financing provided to the Sierra Gorda mine  (in 2020: USD 52 million ).

The Management BoardAs Report on the activities of 78
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version

wast e

r



in PLN millions, unless otherwise stated

9. ECONOMIC RESULTS OFSIERRA GORDA S.C.M.

&L &L A o dh

Copper production Molybdenum C1 cost Revenues Adjusted EBITDA
production
kt (55%) mn Ibs (55%) USD/Ib PLN mn (55%) PLN mn (55%)

The segment Sierra Gorda S.C.M. is a joint venture (under the JV company JV Sierra Gorda S.C.M.)whose owners as at 31
December 2021 remained the companies KGHM INTERNATIONAL LTD. (55%pand Sumitomo Metal Mining and Sumitomo
Corporation (45%). In 2021, the process of disposing of the shares held by = Sumitomo Metal Mining and Sumitomo
Corporation to the Australian mining group South32 commenced . The acquisitio n was finalised on 22 February 2022.

The following production and financial data are presented on a 100% basis for the joint venture and proportionally to the
interest in the company Sierra Gorda S.C.M. (55%), pursuant to the methodology of presentation of data in note 2 of the
consolidated financial statements

9.1. PRODUCTION

In 2021, Sierra Gorda S.C.M. substantially increased its production of copper compared to the amount produced in 2020,
while molybdenum production was lower

Table 38. Production of copper, molybde num and precious metals by Sierra Gorda S.C.M.

Unit 2021 2020 Char(‘(% 4QA 3QA 2QA 1QA
Copper production ¢ kt 189.8 148.7 +27.6 47.2 49.5 51.5 41.6
Copper production z segment (55%) kt 104.4 81.8 +27.6 26.0 27.2 28.3 22.9
Molybdenum production @ mn lbs 14.9 16.3 (8.6) 2.1 4.4 4.9 35
Molybdenum production  z segment (55%) mn Ibs 8.2 9.0 (8.6) 1.2 24 2.7 1.9
TPM production z gold® koz t 56.1 57.2 (1.9) 14.4 15.7 13.9 12.1
TPM production z gold z segment (55%) koz t 30.9 31.4 (1.9) 8.0 8.6 7.7 6.6

1 Payable metal in concentrate

The increase in copper production by 28%is mainly the result of two factors z higher copper contentin processed ore (+21%
compared to the level in  2020) and a higher volume of ore processed (+4%),due to an increase in production capacity to
129 thousand tonnes of ore per day

Molybdenum production was 9% lower compared to 2020 and was the result of planned mining of areas with lower
molybdenum content  (-22%). The resulting decrease in payable metal production was partially offset by an increase in the
amount of ore processed and improved molybdenum recovery.

9.2. SALES

Revenues from sales in 2021 amounted to USD2 151 million (on a 100% basis), or PLN 4 585 million respectively to the 55%
interest held by KGHM Polska Miedz S. A

Table 39. Sales volume and revenues of Sierra Gorda S.C.M.

Unit 2021 2020 Char(‘(fz 4QA 3QA 2QA 1QA
Revenues from contracts with USD mn 2151 1210 +77.8 590 530 582 449
customers, @ including from the sale of:
- copper USD mn 1762 929 +89.7 483 430 484 365
- molybdenum USD mn 244 142 +71.8 69 62 62 51
- TPM (gold) USD mn 100 104 (3.8) 28 27 24 21
Copper sales volume kt 185.9 147.6 +25.9 46.6 50.6 49.3 39.4
Molybdenum sales volume mn Ibs 14.7 16.9 (13.0) 3.9 3.1 35 4.2
TPM (gold) sales volume koz t 55.9 56.6 (1.2) 15.2 15.2 13.3 12.2
Revenues from contracts with PLN mn 4585 2599 +76.4 1308 1133 1202 942

customers @ - segment (55%)
1 reflecting treatment/refining and other charges
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The increase in revenues by USD 941 million (+78%) compared to 2020 was mainly due to an improved situation on the
metals market , as reflected in the substantial increase in copper and molybdenum prices. Another significant factor for the
increase in revenues was the increase in processing capacity , which together with the increase in copper content in ore,
enabled higher production and sales volume of  payable copper .

Revenues from sales of molybdenum amounted to USD 244 million , or 72% higher than in 2020, mainly due to the doubling
of the price of this metal . Higher revenues were achieved despite the drop in sales volume .

The detailed impact of individual factors on changes in revenues is presented in the subsection discussing the financial
results of Sierra Gorda S.C.M.

9.3. COSTS

Sierra Gorda carried out an analysis of indicators which could impact the fair value of its non-current assets and as a result,
the possibility was identified for a reversal of impairment losses recognised in prior periods . As a result of the test

conducted, the fair value of assets as at 31 December 2021 was determined , which, after decreasing by costs to sell,
exceeded the existing carrying amount of  net non-current assets by USD 1 182 million . The reversal of the impairment loss
does not affect the amount of adjusted EBITDAfor 2021 or calculation of C1 cost.

Table 40. Cost of sales, selling costs and administrative expenses and production cost of payable copper (C1) of Sierra

Gorda S.C.M.
. Change
Unit 2021 2020 (3) 4 QAN 3 QA 2 QAN 1 QA
0
Cost of sales, selling costs and administrative USD mn
expenses (prior to the reversal of the (1 030) (958) +7.5 (268) (264) (264) (234)
impairment loss)
Reversal of impairment loss on non -current USD mn 1182 ) " 1182 ) ) )
assets
C1 unit cost ¢ USD/Ib 0.78 1.19 (34.5) 0.69 0.71 0.81 0.93

1 C1 unit production cost of copper - cash cost of payable copper production, reflecting costs of ore extraction and processing, the minerals extraction
tax, transport costs, administrative expenses during the mining phase and smelter treatment and refining charges (TC/RC) lesby-product value

The cost of sales, selling costs and administrative expenses, prior to reflecting the reversal of the impairment loss on non-
current assets (USD 1 030 million ), was higher by 8% than costs incurred in 2020. One of the main factors was the increase
in prices of materials , including mainly diesel fuel, steel, explosives, higher prices for maintenance services and land/sea
transpor t rates . These factors , which to a large degree are beyondthe co mp a ny As ,ledtomn incredse in expenses by
nature asregards external services (+7%),costs of materials (+5%),fuel and oils (+50%)and transport costs (+38%).

There was also a significant increase in labour costs (+45%)as a result of reflecting the impact of wage agreements signed
in 2021 (payment of one -off premium) .

Despite the increase in prices of materials and services, the unit cost of processing ore in 2021 was not substantially
different compared to 2020, due among others to an increase in production capacity and consequently  a higher volume of
ore processed (+4%). Similarly, the increase in the volume of copper produced and sold led to a decrease in the cash cost
of copper production (C1)from 1.19 USD/Ib in 2020 to 0.78 USD/Ib in 2021. Moreover, the doubling of the achieved prices
of molybdenum sold was also significant , as well as the substantial increase in deduction from revenues from the sale of
associated metals .

9.4. FINANCIAL RESULTS

STATEMENT OF PROFITOR LOSS

In 2021, adjusted EBITDA amounted to USD1 485 million , of which proportionally to the interestheld ~ (55%)PLN 3 167 million
is attributable to the KGHM Group

Table 41. Results of Sierra Gorda S.C.M. in USD million (on a 100% basis )

2021 2020 Cha?éj; 4QA 3QA 2QA 1QA
Revenues from contracts with customers 2151 1210 +77.8 590 530 582 449
Cost of sales, selling costs and administrative
expenses (prior to the reversal of the impairment (1 030) (958) +7.5 (268) (264) (264) (234)
loss)
Reversal of the impairment loss on non  -current assets 1182 - X 1182 - - -
Profit/(loss) on sales 2 303 252 x 91 1504 266 318 215
PROFIT/LOSS FOR THE PERIOD 1435 (58) X 1084 122 153 76
Depreciation/amortisation recognised in profit or loss (365) (374) (2.4) (98) (89) (87) (91)
Adjusted EBITDA @ 1485 626 x 24 419 355 405 306
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Table 42, Results of the segment Sierra Gorda S.C.M. proportionally to the interest held (55%) in PLN million

2021 2020 Cha?;)e) 4QA 3QA 2QA 1QA
Revenues from contracts with customers 41585 2599 +76.4 1308 1133 1202 942
Cost of sales, selling costs and administrative
expenses (prior to the reversal of the impairment (2196) (2057) +6.8 (595) (565) (546) (490)
loss)
Reversal of the impairment loss on non  -current assets 2639 - x 2639 - - -
Profit/(loss) on sales 5029 542 x 93 3 353 568 656 452
PROFIT/LOSS FOR THE PERIOD 3178 (125) x 2441 261 316 160
Depreciation/amortisation recognised in profit or loss (777) (804) (3.4) (216) (191) (179) (191)
Adjusted EBITDA @ 3167 1 346 x 24 930 759 835 643

Y Adjusted EBITDA: profit on sales + depreciation/amortisation (recognised in profit or loss) + impairment loss ( -reversal of impairment losses) on
non-current assets recognised in cost of sales, selling costs and administrative expenses

A summary of the major factors affecting revenues and ¢ osts, and therefore EBITDA, is presented in the following list of the
major factors responsible for the higher profit for the period of Sierra Gorda S.C.M. by USD 1 493 million .

Table 43, Main factors impacting the change in the financial result of the segment Sierra Gorda S.C.M.

Impact on
change of
Item profit or loss  Description
(in USD
million)
Higher revenues from copper sales due to:
1833 higher sales prices by 56% (+USD 533 million), with a less favourable
than in 2020 (dMar k t eUSM& miliien) §j adj u
- higher sales volume by 38 kt (+USD 387 million),
Higher sales revenue — Higher revenues from molybdenum sales due to a doubling of sales prices
impact on result +102 (+USD 140 million), with a more fav
+USD 940 million (-USD 3 million) and lower sales volume by 13% ( -USD 35 million)
- higher revenues from sales of silver by USD 10 million (higher sales
6 volume and higher prices),
+
- lower revenues from sales of gold by USD 4 million (lower prices and
sales volume )
Change in cost of sales, Higher cost of sales, selling costs and administrative expenses  prior to
selling costs and -72 reflecting the reversal of the impairment losses, mainly as regards labour
administrative expenses costs, fuel costs, external services
— im pact on result 1182 Reversal of impairment losses on non-current assets recognised in prior
+USD 1 110 million ¥1182 ars
- a higher result on other operating activities (+USD 13 million), mainly
'mpaCt_ of other ) ) due to more favourable exchange differences,
operating and financing +36 . . . . . .
activities - a higher result on financing activities (+USD 23 million), mainly due to
lower guarantee fees and interest costs
- income tax -USD 535 million (profit before income tax USD1 931 million
) versus a loss of 155 million USD in 2020)
Taxation -593

- other, including mining tax -USD 58 million (in 2020 this tax did not
occur)
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Chart 36. Change in profit/loss for the period  (in USD million)

-593 1435
+1 182
-72 +36
+941
-58
Loss for Change in sales Impact of costs of Impact of other Reversal of Taxation Profit for
2020 revenue sales, operating impairment loss on 2021
selling costs and and financing non-cumrent assets
administrative activities
expenses (1

1) Excludesreversal of impairment losses on non-current assets

9.5. CASH EXPENDITURES

In 2021, cash expenditures on property, plant and equipment and intangible assets, reflected in the statement of cash flows

of Sierra Gorda S.C.M. amounted to USD 284 million , of which the majority, or USD 169 million (60%)were cash expenditures
incurred on stripp ing to gain access to further areas of the deposit, with the rest related to development work and the
replacement of property, plant and equipment

Table 44, Cash expenditures of Sierra Gorda S.C.M.

. Change
Unit 2021 2020 (3) 4 QN 3 QA 2QAN 1 QA
0
Cas'h expenditures on property, plant and USD mn 284 253 1123 73 66 75 70
equipment
Cash expenditures on property, plant and PLN mn 605 544 1112 163 141 154 147

equipment z segment (55% interest)

The increase in cash expenditures by 12% compared to 2020 was mainly due to the tailings storage facility = and replacement
of the machine park .

The funds used for these investments came mainly from  operating activities , which in 2021 were several -times higher than
cash expenditures . The Company did not utilise fi nancing in the form of increases in share capital , however in 2021 a portion
of the interest (USD 560 million ) on an owner loan granted by the shareholders  to build the mine was repaid . Moreover, in
June 2021 Sierra Gorda S.C.M. repaid the final instalment on the loan granted by Japanese banks
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10. FINANCIAL RESULTS OFOTHER SEGMENTS

Companies in the remaining segments are very diversified in their operations. They include companies supporting the core
business and others of an equity investment nature, as well as companies playing an important role in fulfilling the policy
of corporate social responsibility. The segment in addition includes closed -end non -public investment funds and their

portfolio companies (including those forming the Polska Gr  upa Uzdrowisk ).

Table 45.  Financial results of other segments (prior to consolidation adjustments )

2021 2020 Cha?% 4QA 3QA 2QA 10QA
Sales revenue 10 329 7 881 +31.1 2839 2 506 2612 2372
- including from external clients 2 468 1926 +28.1 686 589 633 560
Profit/loss on sales (39) (96) (59.4) (76) 18 28 (9)
PROFIT/LOSS FOR THE PERIOD (140) (37) x 38 (217) 12 52 13
Depreciation/amortisation recognised in profit or loss (258) (241) +7.1 (67) (65) (64) (62)
Adjusted EBITDA ¢ 346 211 +64.0 118 83 93 52

U Adjusted EBITDA: profit/(loss) on sales + depreciation/amortisation (recognised in profit or loss) + impairment loss (-reversal of
impairment losses) on non-current assets (recognised in cost of sales, selling costs and administrative expenses)

In 2021, other segments recorded a loss on sales, prior to recognition of consolidation adjustments ,in the amount of PLN
140 million , or a deterioration as compared to 2020 by PLN 103 million (the loss for 2020 amounted to PLN 37 million). The
significant increase in the loss for the period was mainly due to  impairment losses recognised on the assets of the

companies Energetyka Sp. z 0.0. and WPEC S.A. ifnpact on the result on sales in the amount of PLN 129 million ) and
impairment losses recognised on the  shares of the company WPEC S.Ain the amount of PLN 106 million . At the same time
impairment losses on shares of the company CENTROZt OM WR O @ithéathouht oA PLN 20 million were reversed .
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11. Shareholders and the capital market
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11.1. SHAREHOLDER STRUCTUROFKGHM POL SKA AMI EDZ S.

As at 31 December 2021 and as at the date of signing this report, the share capital of the Company, in accordance with the
entry in the register of entrepreneurs of the  National Court Register, amounted to PLN 2 000 million and was divided into
200 000 000 shares, series A, fully paid, having a face value of PLN 10 each. All shares are bearer shares. Each share grants
the right to one vote at the General Meeting . The Company does not hold any treasury shares

In the years ending 31 December 2021 and 31 December 2020 there was no change in either registered share capital ~ or in
the number of outstanding shares issued . Moreover, in 2021 and 2020 there were no changes in the ownership structure
of significant blocks of sharesof KGHM Pol ska Miedz S. A.

The CompanyAs
basis of notifications received by the Company pursuant to art. 69 of the Act on public offerings and conditions governing

s h

ar e h &3l Deeembes 2021 uaod atitheedatea this regort was signed, established on the

the introduction of financial instruments to organised trading, and on public companies, w as as follows :
Table 46, Shareholder structure as at 31 December 2021 and at the date this report was signed
Number of Interest in the share capital/total
Shareholder
shares/votes number of votes

State Treasury * 63 589 900 31.79%
Nationale -Nederlanden Otwarty Fundusz Emerytalny 2 10 104 354 5.05%
Aviva Otwarty Fundusz Emerytalny Aviva Santander 3 10 039 684 5.02%
Other shareholders 116 266 062 58.14%
Total 200 000 000 100.00%

Y based on a notification received by the Company dated 12 January 2010
2 based on a notification received by the Company dated 18 August 2016
% based on a notification received by the Company dated 17 July 2018

Other shareholders, whose combined interest in the share capital and in the total n umber of votes amounts to 58.14%, are

mainly institutional investors, both international and domestic

Foll owing is the geographic distribution
research into t he |dercmpaenpgribrsiedsni-ebruanh2022

Chart 37. Geographic shareholder structureof KGHM Pol ska Mi edz
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The Management Board of the Company is unaware of any agreements which could result in changes in the proportion of
the CompanyAs shares held by present shareholders in the future and
unaware of any agreements between bondholders, which could result in changes in the number of bonds held by them

Based on informationheldby KGHM Pol ska Miedz S. A., a sasathedatdthideportemadsigned,2 021 and
neither the Members of the Management Board nor of the Supervisory Board of the Company held shares of KGHM Polska
Miedz S.A. or.rights to them

Based on the knowled ge of the Company , as at 31 December 2021 and as at the date this report was signed, neither the
Members of the Management Board nor of the  Supervisory Board of KGHM Pol s k a hdld shdrés ofShe related
parties of KGHM Pol ska Miedz S. A.

In 2021, the Company did not have an employee share incentive program

BONDSOFKGHM POL SKA AIDMTHE CATALYSTMARKET

On 27 May 2019 an i ssue agreement was signed wunder which the Managemen
established a bond issue program to the amount of PLN 4 billion. The Parties to the Issue Agreement were KGHM Polska

Miedz S.A. as UYssuer and PoiwsBaeokn®oKaka OpptkedAkcyjna, Bank Han
Akcyjna, Bank Pol ska Kasa Opieki Spétka Akcyjna and SantTRender Bank
issue took place in June 2019, the maximum total nominal value of bonds amounted to PLN 2 billion. Under the Bond Issue

Program, Series A and Series B bonds were issued. The bond offer was made through a private placement and was directed

toward no more than 149 investors and was offered exclusively in Poland

On 20 September 2019, by a resolution of the Management Board of t he We
Wartos$ciowych w Warszawie S.A.) bearer bonds Series A and Series
alternative trading system on the Catalyst. The first day of trading of the bonds on the Alternative Trading System was set

at 3 October 2019 .

Detailed information is avai wawkihen.camn thesestiorClovesmra nzyShases ane boreds ¢ e

Bonds.

112. KGHM POL SKA AIDMNTHE WBRSAW STOCKEXCHANGE

KGHM Pol ska dwibeudtZzZedS.0&n t he Warsaw Stock Exchange (WSE) in July 19¢
the primary market of the WSE in the continuous trading system and are a component of t he WIG, WIG20 and WIG30 main

indices as well as the WIG zESG index published since 3 September 2019, comprising listed companies which adhere to the

principles of corporate social responsibility

KGHM Pol s k a iMlseacdnpdeniof the sectorind ex WIG-Mining , which in the past year was generally in a rising

trend. Mor eover, KGHM Pol ska Miedz S.A. is a component company
FTSE4Good Index Series is part of the group of ethical investment indicators, refl ecting criteria of corporate social

responsibility and ESG risk management .

In 2021, the share price of KGHM Pol s k a olltheWSE reSordéd.new historic records numerous times . Already in

Januaryt he CompanyAs s harPeN2p0;dandon 1% May eachkd te highest closing price during the year of

PLN 223.80. From that time the share price of KGHM Pol s k a evtereddifto aSlechning trend , with the minimum

closing price of PLN 133.10 being reached on 26 November . Ultimately, the Company As share pR4%ard had f al |
at the close of trade on 30 December 2021 amounted to PLN 139.40. During the same period the price of copper  Z the
CompanyAs ma gncorged andnerease of 25%, alongside an increase in the average USD/PL N exchange rate by

8.0%. At the same time the market indices WIG, WIG20 and WIG30 increased respectively by 22%, 14%and 20%. In contrast

the London -based FTSE 350 mining index z comprised of companies from the mining sector listed on the London Stock

Exchange z fell by 9%.

Chart38. Percentage change of share price of KGHM Polska Miedz S.A. v
(compared to the quotations from the last trading day in 2020)
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Source own work, Bloomberg
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Key share price data of KGHM Polska Mi edz S. A. on t he WZ3F aie presented in thesfalowig t@ble 2 0

Table 47, Key share price data of the Company on the Warsaw Stock Exchange

Symbol: KGH, ISIN: PLKGHMO000017 Unit 2021 2020
Number of shares issued million 200 200
Market capi t ali sation of the Compan PLN bn 27.9 36.6
Average trading volume per session shares 584 783 720 721
Turnover PLN mn 26 308.89 18 784.44
Change in share price from the end of the prior year % -23.8 +91.5
Highest closing price during the year PLN 223.80 189.35
Lowest closing price during the year PLN 133.10 49.40
Closing price from the last day of trading in the year PLN 139.40 183.00

Source own work, WSE Statistic Bulletin for 2020 and2021, Bloomberg

DIVIDEND

In accordance with Resolution No. 7/2021 0of t he Ordinary General
regarding the appropriation of profit for the year

follows : as a shareholders dividend in the amount of PLN 300 million (1.50 PLN/share)while the amount of PLN 1 479 million

was transferred to the .CTheoisaryGeneral Meetngaf vKeG HMa pPiotl aslk a sélthedividens . A .

date for 2020 at 21 June 2021 and the dividend payment date for 2020 at 29 June 2021.

Alloft h e Co mphamsyare srdinary shares .

INVESTOR RELATIONS

The Investor Relations team, on behalf of the Management Boardof KGHM Pol s k a , ikinmidszan dpenAlialogue
with capi tal market participants pursuant to its policy of ensuring a transparent company and adherence to stock exchange

Best Practices. F o r
equal accesstoinformat i on t o al |

KGHM Pol ska Miedz S.A., as a global

members of the gl obal capital

maintaining regular communication and transparent dialogue with analysts, institutional and individual investors as well as
at ensuring conformance with regul atory legal obligations. The Company fulfils its disclosure obligations by publishing
regulatory filings and periodic reports via the official reporting system (ESPI).

2021 wa s

anot her

year of intense activities
. During

The main actions taken by the Company were as follows :

Domestic and
international
investor
conferences

Results
conferences

Capital Market
Days

WallStreet 25
online
conference

Investor chats

ESG

The Company actively meets with investors and analysts in Poland and abroad during conferences
organised by brokers. In 2021, the Company took part in more than a dozen investor conferences
and in about 100 meetings with portfolio managers and analysts representing investment and
pension funds as well as other asset management firms

The Investor Relations Department organises meetings with the Management Board to discuss the
financial results of the Company and Group . In 2021, the publication of financial results was
accompanied by results conferences open to all stakeholders via webcasts in Polish and Engl  ish,
with the possibility of submitting questions by email. Video recordings of these conferences are
available on the CompanyAs website, www. kghm. c

The Company regularly organises events for the capital m arket. This type of meeting is aimed at
familiarising investors with the degree of advancement of the development strategy as well as with

the current operating and financial situation of the KGHM Group and its individual assets .In 2021,
due to the COVID -19 pandemic as well as concern for the health and well  -being of our employees
and investors, the Company decided to defer the organisation of an Analyst Day and an Individual
Investor Day .

IN2021, KGHM Pol s k a diceaghin ac®elyyparticipated in the WallStreet conference  and
was a Strategic Partner for the 25th edition of the  Conference . The situation related to the epidemi ¢
meant that once again , the largest meeting of individual investors in Poland and was con  ducted
online . As part of activities, representatives of KGHM took part in the discussion panel and in the
online Your Investments Forum , as well as conduct ed a thematic discussion and provid ed an
interview in the investor magazine Akcjonariusz. Throughou t the conference KGHM maintained a
virtual stand on the conference website .

Representatives of the Company are available to individual investors during on -line chats. These
are organised on a regular basis following the publication of the CompanyAs financ
In 2021, four investor chats were held

The Company continues its participation in processes related to ESG Environmental, Social &
Corporate Governance ) and in accordance with the adopted =~ Strategy engages in communicating in
this area with the capital market , investors and rating agencies . An expression of our concern for
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this period , activities aimed at maintaining relations with investors using a virtual, online format were succe ssfully engaged .
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2020, the profit in the amount of PLN 1 779 million , was appropriated as

company operating
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stakeholders is the creation and continuous development of our =~ ESGsection under Investors tab
ont he Co meapomatéd\ svebsite , which is dedicated to the ESG issues in a broad sense and
facilitates access to a broad scope of information related to non-financial and integrated reporting

byKGHM Pol s k a In2D24,dhe Catnpady. for the second time submitted tothe CDP Climate
survey and provided a broader scope of information , such as on Scope 3 emissions . Moreover, two
of KGHMAs metallurgical f aci | CoppeeMark rcatiticate vThedCorhphny
also published the Climate Policy of KGHM Pol s ka Téimaidtain the highest diligence,
transparency and compliance with best practice of listed companies , the Investor Relations team

regular ly provides responses to surveys, questionnaires or information requests  regarding ESG,
among others : Sustainalytics, CDP, FTSE Russell, MSCI, Refinitiv, Vigeo Eiris, Corporate Knightsand

BlackRock.
Quarterly IR The initiative related to publication of the IR Newsletter for |nvestors was continued , which
Newsletter summarises the most important quarterly events and is distributed to subscribers via email. The

goal of the IR Newsletter is to assure its recipients with an accurate source of knowledge about
KGHM and the global copper market and to facilitate analysis and assessment of the possibilities
associated with investing in the CompanyAs shar
of Investors and other participants in the capital market

KGHM IR profile A KGHM Investor Relations profile was created on the social media platform Linkedln , which is
on LinkedIn dedicated to investors and analysts . This is a place where , in addition to the official reporting  system
(ESPI)we share news which might be of interest to capital m arket participants .

In2021,sell-si de reports on KGHM Pol ska ®selesté an8lystdbasewia Poland@mndi8basedhed by
abroad .

Table 48. Brokerages which prepare repotson KGHM Pol ska Miedz S. A.

Poland

Biuro Maklerskie mBanku Dom Makl er ski BOS Santander Biuro Maklerskie

Dom Maklerski Banku Handlowego Erste Group IPOPEMA Securities

Biuro Maklerskie PKO BP Trigon Dom Maklerski Pekao Investment Banking
Abroad

Bank of America Merrill Lynch Global Mining Research Goldman Sachs

Morgan Stanley UBS WOOD & Company

JP Morgan EVA Dimensions

AWARDS AND DISTINCTIONS IN 2021 FOR ACTIVITIES RELATED TO CAIMMUNICATING WITH INV ESTORS AND BEING
PRESENT ON THE CAPIAL MARKET:

- Best Investor Relations amongst individual investors Z 1st place for the KGHM IR Team as judged by individual
investors, in a survey on YR quality by the magazine (QParkiet};
- Company of the Year from the  WIG 20 index - the jury of the market newspaper Gazeta Gi et dy i Unwestoré

q P a r kcobneptisgd, of journalists and editors , decided to award KGHM P o | s kvdath thitieed @ompany of the
Year from the WIG 20 index } ,

- The Bestofthe Best —KGHM Pol s k a wds againzZawafdedAthe title The Best of The Best in the competition
QThe Best Annu aorganRedyothetnstifit@ &f Agcounting and Taxes
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12. RISK MANAGEMENT IN THE GROUP

Risk categories

o —
& Al & & @
Technology Value chain Market External Internal Climate

12.1. COMPREHENSIVE RISK MANAGEMENT SYSTEM INTHE KGHM POLSKAMIEDZ S. A. GROUP

The KGHM Polska Miedz S.A. Group defines risk as uncertainty, bein
the potential to result in both opportunities and threats to achievement of the business goals. The current and future, actual

and potenti al i mpact of risk on the KGHM Polska Miedz S.A. Group
management practices are reviewed and adjusted in terms of res  ponses to risk .

Under the Corporate Risk Management Policy and Procedure and the Rules of the Corporate Risk and Compliance

Committee, the process of corporate risk management in the KGHM Pol s ka @toueid ¢onsiStenfly. performed.

KGHM Pol s k@A dW erdstees t he process of managing corporate risk in the
the companies of the KGHM Polska Miedz S.A. Group, documents r e
consistent with those of the Parent Entity

The Corporate Risk Management Policy of the KGHM Polska Miedz S. A
www.kghm.com.

Each year, the process of managing corporate risk is subjected to
Practice for GPW Listed Companies 2 0 2 Which came into force on 1 July2021 (previously in compliance with the guidelines
@Best Practice for GPW Listed Companies 2 016§ ) .

Ri sk factors in various areas of the KGHM P osly&dantfiedVassessed arfil. A . Group
analysed in terms of their possible I|Iimitation. Key r-depttk f actors
analysis in order to develop a Risk Response Plan and Corrective Actions. Other risk factors undergo monitor ing by the

Department of Corporate Risk Management and Compliance, and in terms of financial risk by the division of the Executive

Director for Financial Management .

In order to unify the approach to the systematic identification, evaluation and analysis o f the risk of a loss of compliance,

defined as adherence to the requirements arising from existing laws (external and internal) or from voluntarily -assumed

legal obligations and standards (including ethical standards),  since 2020 a Compliance Management Po licy for the KGHM

Pol ska Miedz S.A. Group together with a Procedure and Methodol ogy
as adoptedbythe Management Board of K@Hadbdeninhferdea Thélpraeessof managing compliance,

whichi s connected with the process of managing corporate risk within
business tool for the prevention of events which could lead to the imposition of penalties

In 2021, the process began of implementing a comprehensive system to manage operational continuity ,which also enables

a detailed breakdown of the scope of actions undertaken as regards managing corporate risk in terms of the risk of a

catastro phic impact and the small probability of their occurrance . This is expressed in the Operational continuity

management p olicy of KGHM Pol s k a dbngewittheSPrdcedur e and Methodology of managing compliance in

KGHM Pol ska ,Miaddbpt®.dAby the Management Bo dhegregafed doGhdmtaBombfs ka Mi ed?z
the comprehensive operational continuity = management system sets forth the principles and requirements to build the

robustness of KGHM as regards catastrophic events by sorting out and unifying  the existing approach to management of

the risk of loss of operational continuity of the core production business and preparing for unforeseen events

The corporate risk management process adopted i n t btens&lGoeM Pol ska M
bythe ISO31000st andard, best practice in risk management and the specifi
and is comprised of the following stages
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Diagram 11.

STEP 1

Defining the

context

STEP 2

Identification
and Evaluation

Corporate risk management process

/

.

N
fini h 2. Identification and
1. Defining the context Evaluation
S
( RISK
L )
4. Monitoring and 3. Analysis and
Communication Response
J

The first step in the process is comprised
the internal context and the risk management context

The

Strategy. Here the definition needs to update the
regulatory, financial, economic and technological aspects of the environment which affect its

external

contex

of three actions: defining the external context, defining

t is the environment

in

whi
understanding of the social, political, legal,

activities . During this step also assessed, based on the results of scenario analysis , the most
important factors for transitioning to alow -emission economy and the path s of climate change and
weather models , which are processed in subsequent steps of the process

During the process of defining the internal context, goals are analysed (strategic/business), changes
in the organisational structure are planned and performed, new areas of activities, projects, etc

The last part of this step is to define the risk management context, which comprises the setting or

updating of goals, the scope, responsibilities and procedur

management process .

In this step of the process we identify and evaluate risks which could impact the achievement of

goal s at the

complete list of threats which could facilitate, impede, accelerate or delay the achievement of goals.

l evel

es and methods applied in the risk

of the KGHM taskinthik step iiogrépare & .

Each identified risk is assigned to a category and a sub -category in the form of a Risk Model, which
providesthe KGHM Pol ska Miedz S. A. Group with

Following its identification, each corporate risk is evaluated using a Risk Evaluation Matrix,

containing a scaled breakdown of assessments by impact, utility and probability. A risk may have

a

con

variou s effects, and therefore in order to ensure the broadest recognition of potential impact and
the limitation of subjective evaluation, the following Impact evaluation measures have been
defined :

The results of the identification and evaluation of risk is presented in a graphic form, i.e. Risk Maps.

These provide a profile of the given risk and  support the process of identifying the key risk

Finance z impact of the effects of a given risk in its

Strategy zeval uati on o

f the riskAs i mpact

Reputation and Stakeholders zZi mpact of the risk on
brand, investor relations, relation s with stakeholders, also including on the effectiveness of
actions related to building a responsible business and sustainable development

Health and Safety z direct impact on health and safety and human life

Natural environment

Regulations and Laws
participate in proceedings before

Operational continuity

(o]

sis

financial aspect by applying value ranges .

n the a

t he

Z impact of the materia lisation of risk on natural environment
functioning of the ecosystem and the time needed to restore the disturbed balance.

Con

, the

Z evaluation of the compliance of events with existing laws, the need to
bodies of public administration of a supervisory and
regulatory nature as well as potential penalties as a result of such proceedings

Zevaluation of the impact of risk on interruptions to activities resulting
in significant/irrever sible effects and loss of access to information important from the point of

view of conducted activities .
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STEP 3

Analysis and
Response

STEP 4

Monitoring and
Communication

The goal of this step is to deepen knowledge and to understand the specific nature of the types of

key risks identified in the previous step. Cause and effect analyses and a mo re substantive
description of the means of dealing with risk are aimed at facilitating decision making on whether

to maintain or eventually change current actions

A directional decision is called a Response to risk. A change in the way an action is taken  requires
the determination of Corrective Actions, meaning organisational, process, systemic and other
changes which are aimed at reducing the level of the key risk

During this step KRIs z Key Risk Indicators z are also defined, being a set of business p rocess
parameters or environmental parameters which reflect changes to a given risk profile

The goal is to ensure that the adopted Risk Response Plan is effective (ad hoc and periodic reports),
new risks are identified (updating of the Risk Registry), changes in the internal and external
environments and their impact on activities are uncovered, and appropriate actions are taken in
response to incidents (updating of information on Incidents ).

Effective, well -planned and appropriately performed monitoring of risk enables flexible and prompt
reaction to impending changes in the external and internal environments (e.g. risk escalation,
changes in actions related to risk response, or risk evaluation parameters, etc ).

Achiev ement of this step provides the assurance t
S.A. Group fulfils the expectations of the Man:
Commi ttee of the Supervisory Board ofstak€®lHed by c
supplying reliable information about risk, continuous improvement and adaptation of the quality

and effectiveness of Risk Response to the demands of the external and internal context
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Diagram 12.  Organisational structure of risk managementin ~ KGHMPol ska Mi edz S. A

Supervisory Board (Audit Committee )

Performs annual assessment of the effectiveness of the risk management process
and monitors the level of risk factors and ways to address them

Management Board

Has ultimate responsibility for the risk management system and supervision of its individual elements

1st line of
defenc e

Managers are
responsible for
identifying,

2nd line of defenc e

Risk Committees

Support the effectiveness of the risk management process

Corporate Risk and

Compliance
Committee

Market Risk
Committee

Credit Risk
Committee

Financial Liquidity
Committee

3rd line of
defenc e

The Internal Audit
Plan is based on
assessing risk and
subordinated to
business goals,

assess.lng a'Lnd Manages risk Manages risk of loss the
analysing risk Manages of changes in Manages risk of liquidity, current level of
factors cor oratg sk metals prices of fai?ure of understood as the risk factors and
i anaor th.e* and (?ontinuousl (e.g.: copper customers to ability to pay the degree of
|mpk_an'_|entat_|on, ) ) y and silver) as . financial liabilities on efficiency of their
within their monitors key risk meet their . .
well as L time and to obtain management are
daily factors obligations . !
. exchange and financing for assessed.
duties, of interest rates operations
_responses Corporate Risk
to risk. Managers .
> Management Policy
are tasked with
i i Market Risk Credit Risk -
on_ggmg Compliance Liquidity Management '
supervision over ’ Management Management A Internal Audit Rules
L Management Policy . . Policy
the application Policy Policy
of appropriate Operational Continuity
responses to h
Management Policy

risk within the
realised tasks,
to ensure the
expected level

Department of
Corporate Risk
Management
and Compliance

Executive Director for
Audit |

Executive Director for Financial Management

of risk is not = S o

eports to the
exceeded. Reports to the
P Reports to the Vice President of the President of the
Management .
Management Board (Finance) Management
Board
Board

12.2. CORPORATE RISK-KEY RISK FACTORS ANDIHEIR MITIGATION

A comprehensive approach to risk management is consistent with a strategy of growth as well as with continuous striving

to achieve operational excellence and the principles of a sustainable and responsible business. It was designed in such a

way as to support the KGHM Polska Miedz S.A. Group in building a
risk in the KGHM Pol ska iddMedd ZIn 2021 AactionS wereutgkenitosadaptithe Rk taxonomy to
include issues related to climate change in accordance with TCFD (Task Force on Climate-Related Financial Disclosures)
Recommendations . The Risk Model, whose structure is based on sources of threats, is divided into the following
6 categories: Technological, Value chain, Market, External, Internal and Climate . Several dozen sub -categories have
been identified and defined for each of these categories, covering particular areas of the opera tions or management. The
KGHM Pol ska Miedz S.A. Group applies due diligence when
lowering vulnerability to individual risk factors and reducing the probability of the materialisation of events whi ch such
factors could induce. The identification and evaluation of threats is however always associated with uncertainty as to the
effectiveness of the preventative measures applied and planned, especially as regards those areas which are beyond the

undertaki

directcontrol of the KGHM Polska Miedz S.A. Group
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Diagram 13.

Risk categories in the Risk Modelof KGHM Po |l s k a akd tkeeid definiSonsA .

-

@

~

Technology

This category is associated with changes in competitiveness resulting from the application of industrial
technology, IT, innovation management, protecting and/or managing intellectual property as well as the
impact of investment projects involving productivity and technology quality, or changes in the quality and
efficiency of IT infrastructure affecting business units, support functions and infrastructure.

J

S

~

Value chain

This category is associated with changes in the operational efficiency of logistics and warehousing in the
production process and in providing services, in managing sales, in managing waste and restoration as
well as being correlated with the process of managing the supply chain, the availability of utilities and
materials in the production process, changes in the evaluation and management of mineral deposit
resources, or the advancement of research and exploration projects.

J

]
J—|
p—

N
Market

This category is associated with changes in the value of assets, the level of liabilities or profit and loss
resulting in a change in the sensitivity to exchange rates, currencies, liquidity, inflation rates, customer
insolvency, commodities prices, energy and property rights. This category also involves changes in the
impact of demand and supply on the products of the KGHM Polska Miedz S.A. Group, the selection of
appropriate tools to advance the marketing strategy, changes in expected rates of return on equity
investments or the efficiency of transferring risk to the insurer.

J

External risk h
This category is associated with the conditions involved in conducting activities resulting from changes in
economic conditions, changes in laws and regulations (compliance), political decisions, changes in the
natural environment or climate (transitional risk) as well as catastrophic natural events and force majeure
(physical risk). This category also comprises changes in market share or margins due to changes in the
competitive environment or substitutes, the risk of the result of decisions in the courts or arbitration
proceedings, the risk of unfavourable administrative decisions, changes in obligations, the designation of
tax liabilities or their payment deadlines. )

~

Internal risk

This category is associated with changes in an entity's activities affected by changes in its structure,
organisation, procedures, processes or business model, as well as the risk of changes in corporate image,
its products or services, the effectiveness of principles of proceedings related with ethics and anti-
corruption, a company's interests, or efforts to ensure against loss of trust, and the integrity, availability
and authenticity of informational assets.

J

o

~

Climate

This category is associated with climate-related risk (climate risk) and its impact on the KGHM Polska
Miedz S.A. Group's business activities, comprising physical risk (violent and chronic) and temporary risk
(regulatory, reputational, market and technological).

J

Followingisadescri ption of the key risk factors in the KGHM Pol
categories along with means for their mitigation, including identification of specific risks for the Parent Entity and the KG HM
INTERNATIONAL LTDGroup. Key risks are future uncertain events having the greatest impact on the achievement of the
goals of the KGHM Polska Miedz S.A. Group, refl
organisation to limit the possibilit y of the occurrence of risk and the impact of its materialisation

busi

The

ness

tabl

es

bel ow uses the following abbr ev iz&&HMdGnosp, forthe KGHMh
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CATEGORY-TECHNOLOGY

Risk and description of risk factors

Mitigation

(Parent Entity )

Risk of failure to adhere to the efficient working time
parameter and of failure to fully utilise the capacity of
installations  to process own

concentrate

Sources of risk include potential breakdowns of key
elements of the core production line and failure to adapt
technology to production requirements, which could affect
the availability of metallurgical infrastructure. An
important risk factor is the need to maintain the
production of concentrates in an amount and quality
required to optimise the utilisation of the metallurgical
facilities. Exposure to risk is also associated with the need
to ensure requi red utilities to maintain the expected level
of infrastructure availability

Optimum utilisation of infrastructure, maintaining an
appropriate selection of concentrates, R&D initiatives and
advancement of programs and projects to adapt
metallurgical struct ure and technology to ensure higher
processing capacity for own concentrates, imported
copper -bearing materials and purchased scrap. Actions
are continuously undertaken aimed at guaranteeing the
technical efficiency of production continuity and servicing
systems. A maintenance policy is applied, breakdown
procedures have been developed and suppliers are
continuously monitored within the scope set forth in
instructions and agreements. Actions undertaken are
aimed at maintaining the availability of metallurgi cal
equipment at the expected level and improving the
productivity parameters of metallurgical infrastructure, as
well as limiting the negative impact of this risk on
operations .

CATEGORY-VALUE CHAIN

Risk and description of risk factors

Mitigation

(KGHM Group)

Risk related to an ineffective process of monitoring

and providing early warning to management staff on
deviations from the budget and financial plans as well

as with respect to adopting inappropriate economic
parameters related to productio n, investments,
macroeconomics and finance, for forecasts of
company results

An ineffective process of monitoring and providing early
warning to management staff on deviations from the
budget and financial plans may impede or delay the
appropriate early identification of deviations in respect of
forecasted results, at the same time shortening the time
for taking appropriate corrective actions. Sources of risk
are related to the possibility of ineffective mechanisms to
control these processes .

In 2021, an important factor impacting exposure to risk
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as the
dynami cs of economic activity and the rate of economic
recovery from the recession caused by the COVID19
pandemic .

Forecasts related to specific areas of the operations
prepared by appropriate specialised units and ensuring
the uniformity of operating plans with strategic plans.
Cyclical reporting of execution on forecasts in all critical
areas. Regular contacts with and systematic streamlining
of the communication process together with setting
criteria enabling the identification of symptoms of
potential deviations from the expected results of the
KGHM Group . Evaluation of key risk factors, on which the
coronavirus pandemic has an impact, were subjected to
specific analysis by the on -going monitoring of selected
information in terms of production, sales, supply chains,
management of personnel and finances, aimed at
supporting management processes in conditi ons of
heightened uncertainty caused by the pandemic

(KGHM INTERNATIONAL Group)

Risk related to the precision of estimated costs of
decommissioning certain mines

With respect to risk factors related to the precision of
estimated costs of decommissioning certain mines, there
are questions related to the need to meet obligatory
environmental conditions connected with realistic
concepts for such liquidation

Estimated costs of restoration and mine decommissioning
based on expert reports and p roviding guarantees of
future environmental obligations related to the closure
and restoration of mining areas in accordance with
existing laws and regulations .

(KGHM INTERNATIONAL Group)

Risk related to the insufficient recognition of deposit
parameters and characteristics, both in exploration
projects (estimation of preliminary data for deposit
evaluation models) as well as in current operations

The risk of changes in the evaluation and management of

Input data for models are collected in accordance with
geological documentation possessed, which is prepared
pursuant to laws in force as well as reviewed and
consulted internally with experienced staff. The results of
current work undergo particular analy  sis and preliminary
project assumptions are updated. Expenditures incurred
on exploration and evaluation enable the estimation of

ore resources involves, among others, geological fac tors
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related to the reliable estimation of resources or mining
conditions. Risk factors related to the limited reliability and
completeness of data, based on which new resource
projects are evaluated, may lead to the taking of less than
optimal decisions o n advancing or suspending project s.

mineral resources and investigation of geological
conditions aimed at planning further mining activities

-mining

(Parent En tity )
Risk of the inability to store mine tailings

The Parent Entity is exposed to the risk of a lack of
sufficient tailings storage capacity at the Z el az ny
Tailings Storage Facility. Risk factors involve the
management and control of the facility, maintaining the
technological regime and meeting environmental
requirements. . Other source of risk are external factors
with respect to administrative bodies  and the requirement
to obtain the necessary administrative decisions for the
functioning of the facility . Exposure to risk is also related
with potential unplanned shutdowns resulting from
infrastructure breakdowns, which could impact the
continuity of the Core Business .

Operating in accordance with the operating instruct ions.
Cooperation with a team of international experts (TIE) and

a General Designer. Applying observational methods
based on assessing the geotechnical parameters obtained

on the basis of evaluations of the results of monitoring,
enabling conclusions to be drawn about the functioning of

the expanded facility. Systematic supervision and control
over the entire ¥ e | a z nj TaMmgs Storage Facility,
including cyclical detailed analysis of all risk factors
affecting the facilityAs sta

(KGHM Group)

Risk related to the lack of availability of required
energy sources .

The KGHM Group is exposed to the risk of lack of
availability of power sources for its operations. Potential
disruptions in the supply of key power sources is mainly
related to risk on th e part of external suppliers and
breakdowns of their distribution infrastructure. Risk is also
related to the suspension of delivery of power supplies as
a result of long -lasting droughts, leading to periodically
lower water levels in rivers, which could ¢  ause restrictions
in the operations of power
suppliers . Amongst internal factors, the most important
involve questions of maintaining operations, utilisation
and investments and modernisation work

Ensuring back -up systems for th e supply of critical utilities
and on-going assessment of the security of the power
network. Conducting a variety of investments aimed at
strengthening energy security. A framework agreement
wi t h t he company Pol ski e
Gazownictwo S.A. for the sale of natural gas to increase the
security of natural gas supply . Systematic limitation of
energy consumption under the implemented 1ISO 50001
compliant Energy Management System and Energy
Savings Program. Planned increase in the efficiency and
flexibility of the KGHM Group in terms of its Polish and
international assets, among others by partially satisfying
the needs for electricity from its own sources as well as
from renewabl e e n g rngageordance with e
the Strategy of the KGHM Polska Mi e d @rou$ to #he
year 2030 with an outlook to  2040.

(KGHM Group)

Risk related to infrastructure breakdowns which
disrupt the core production operations, related to
natural hazards as well as internal factors related to
the applied technology

The KGHM Group is exposed to risk related to the
technological potential and efficiency of its infrastructure
to meet the needs of the production process. By utilising
infrastructure required to maintain its operations, KGHM
is exposed to the risk of indus trial breakdowns resulting in
unplanned shutdowns. Such breakdowns could result
both from natural hazards, i.e. catastrophic natural events
and force majeure, as well as internal factors dependent on
the KGHM Group (on -going operations, maintaining
product ion, key suppliers, servicing ).

Preventive management of key infrastructure elements
affecting production continuity. Appointment of a
taskforce and expert teams with respect to counteracting
breakdowns of metallurgical infrastructure. On -going
analysis of geotechnical risk and the verification of
planned recoveries. In terms of ICT (information -
communication technology) separating groups of projects
related to reducing technological debt Gradual
replacement of older technology with newer solutions,
reflecting the corporate architecture standard

In 2021, the process began of implementing a
comprehensive system to manage operational continuity
compliant with the ISO 22301 standard , which establishes
procedural frameworks at the level of the entire
organi sation aimed at applying a joint approach to
building solutions ensuring  operational continuity and
enabling its return .
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(KGHM Group)

Risk related to the cost efficiency of the production
process, mining projects, processing of copper -bearing
materials, reflecting the risk of a substantial rise in
prices of materials, services, electricity, gas and water

and restoration costs

The KGHM Group is exposed to the risk of external and
internal factors, such as metals prices, exchange rates,
costs of supply of purchased metal -bearing materials, the
level of TC/RCs and selling premiums and costs of services
and utilities (including especially energy) . This risk is also
related to the estimation of costs of provisions for the
restoration of mining terrain based on existing law for the
territories in which the KGHM Group operates

In 2021, an important factor impacting exposure to ris  k
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as the
dynami cs of economic activity and the rate of economic
recovery from the recession caused by the COVID -19
pandemic .

On-going control of processing costs, monitoring the
market situation, optimising costs, including supplies of
purchased metal -bearing materials, hedging transactions
and management of the net position. Hedging to secure
the Company against changes in the USD/PLN exchange
rate and meta Is prices (mainly copper and silver). Creating
multi -year plans and budgets enabling the achievement of
profitability under conditions prevailing on the market
Evaluation of key risk factors, on which the coronavirus
pandemic has an impact, were subjected to specific
analysis by the on-going monitoring of selected
information in terms of production, sales, supply chains,
management of personnel and finances, aimed at
supporting management processes in conditions of
heightened uncertainty caused by the pand emic.

(KGHM Group)

The risk of interruptions to the continuity of sales and
services (including due to the COVID  -19 pandemic ).

The KGHM Group, due to its well -developed sales and
services structure, is exposed to the risk of interruptions
to the con tinuity of these processes, mainly due to
external factors. Sources of risk are changes in demand for
certain product groups and on individual geographic
markets, production restrictions, transport and logistical
interruptions  (especially in terms of inter national
transport), force majeure (extreme weather phenomena)
and operational restrictions due to laws introduced at the
domestic and international level . This risk has a substantial
potential to decrease the revenues generated by the
KGHM Group, and consequently lower operating profits

In 2021, an important factor impacting exposure to risk
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as the
dynami cs of economic activity and the rate of economi ¢
recovery from the recession caused by the COVID -19
pandemic.

On-going monitoring of the situation prevalent amongst
customers, enabling a rapid response to customer needs
(such as regular teleconferences, the availability and
mobilisation of employees, t he utilisation of various
channels to exchange information and react to
interruptions), anal ysis of
customers and logistics in individual customer countries
as well as transit routes, rapid changes in the structure of
sales (changes of sales in individual assortments, amongst
customers from individual sectors and on individual
geographic markets enabling reaction to potential
changes in demand in individual consumer sectors).
Diversification made to customer portfolios, providingt  he
possibility to neutralise smaller orders from some
customers by selling more to others, participation in the
spot market (enabling immediate product allocation given
actual customer demand) apart from the main strategy
based on carrying out long -term an d annual contracts on
the basis of long -term business relationships

In 2021, the COVID-19 pandemic had the greatest impact

on the GroupAs secondary act
spa services. A variety of safety procedur es were
implemented aimed at spa patients, hotel guests

employees of companies from the risk of contracting the
SARSCoV-2 virus . The spa and hotel companies of KGHM
Pol ska Mi eedeed Sinadcing from the Polish
Development Fund under the Anti-Crisis Shield 1.0 for
large compani es and the Anti -Crisis Shield 2.0 for SMEs. By
maintaining a sanitary regime and regulatory restrictions
as regards permissible occupancy rates in hotels , the
companies returned to fully providing commercial and
medical services. In the long term , the main factor
norm alising the situation in the hotel and spa sector will
undoubtedly be the ongoing vaccination program
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CATEGORY- MARKET

Risk and description of risk factors

Mitigation

(KGHM Group)

Market risk related to volatility in metals prices and
risk of changes in exchange rates and interest rates

Market-risk is understood as the possibility of a negative
impact on the results of the KGHM Group resulting from
changes in the market prices of goods, exchange rates and
interest rates, as well as changes in the value of debt
securities and in the share prices of listed companies

In 2021, an important factor impacting exposure to risk
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as th e
dynami cs of economic activity and the rate of economic
recovery from the recession caused by the COVID -19
pandemic.

This risk is actively managed by the Parent Entity, in

accordance with the Market Risk Management Policy. A

basic technique for managing market risk in the company

are hedging strategies utilising derivative s natural hedging
is also applied .

Informa tion on the impact of COVID-19 on the functioning
of the Company and Group is described in detail below .

Further information on market risk is
12.3 Market, credit and liquidity risk

presented in section

(KGHM Group)
Credit risk related to trade receivables

The KGHM Group sells some of its products with deferred
payment terms, as a result of which there may arise the
risk of late payments from customers for delivered
products .

In 2021, an important factor impacting exposure to risk
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as the
dynami cs of economic activity and the rate of economic
recovery from the recession caused by the COVID -19
pandemic.

This risk is actively managed by the Parent Entity, in
accordance with the Credit Risk Management Policy.
Exposure to credit risk is limited by evaluating and
monitoring the financial condition of  customers, setting
credit limits and applying creditor security. The companies
of the KGHM Group have been working for many years
with a large number of customers, which affects the
geographic diversification of trade receivables

Information on the impac t of COVID-19 on the functioning
of the Company and Group is described in detail  below .

Further information on credit risk is presented in section
12.3 Market, credit and liquidity risk

(KGHM Group)
Liquidity risk
The risk of loss of liquidity is understood as the ability to

pay liabilities on time and to obtain financing for
operations .

In 2021, an important factor impacting exposure to risk
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as the
dynami cs of economic activity and the rate of economic
recovery from the recession caused by the COVID -19
pandemic.

This risk is actively managed in the Parent Entity in
accordance with the updated Financial Liquidity
Management Policy .

Information on the impact of COVID -19 on the functioning
of the Company and Group is described in detail below .
Further information on  liquidity risk is presented in section
12.3 Market, credit and liquidity risk

CATEGORY-EXTERNAL

Risk and description of risk factors

Mitigation

(KGHM Group)

Risk of seismic tremors and associated roof collapses
or destressings of the rock mass, and the occurrence
of uncontrolled rock bursts

The KGHM Group is exposed to the risk of natural hazards
and force majeure and related insufficient geological
knowledge of the rockmass. Key risk factors which affect
the materialisation of such risk also involve the results of
periodic analyses of the mining situation and the state of
hazard and applied measurement methods. Na tural
hazards associated with the underground mining of
copper ore deposits, in particular hazards related to
mining tremors and their potential effects in the form of
roof and wall collapses. These factors affect safety, as their
occurrence can lead to se rious or even fatal injuries as well

Actions aimed at preventing rock bursts and roof
collapses, such as systematic seismological observations,
on-going assessment of the rock mass and the marking off
of areas of particular threat of roof collapse. Use of active
methods of preventing rock bursts and roof collapses
based on provoking dynamic events through mass
blasting of mining faces and through blasting to r  elease
stress in the orebody or its roof. Preparation of reserve
fields in the orebody which could handle limited
production .
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as damage to underground machinery, equipment and
infrastructure, along with production downtimes

(Parent Entity )

Risk of restrictions to production or to the
advancement of development work due to
geodynamic gas -related events and the occurrence of
naturally -occurring gases .

KGHM is exposed to the specific risk of natural hazards
and force majeure (gas-related geodynamic hazards and
the occurrence of naturally -occurring hazardous gases)
leading to restrictions in realisin g production plans and the
advance of preparatory work. These factors affect safety,
as their occurrence can lead to serious or even fatal
injuries as well as damage to underground machinery,
equipment and infrastructure, along with production
downtimes .

The risk of gas hazards occurring is being assessed and
principles are being developed for working under the risk
of such hazards. Individual employee safety measures are
applied as well as equipment and means for reducing
concentrations of hydrogen sulphid es and neutralising
oppressive odours. The preparation of reserve fields which
could take over the restricted production

(Parent Entity )

Risk of production restrictions due to unfavourable
climatic conditions in the mines

KGHM is exposed to a specific risk related to climatic
conditions restricting activities or increasing costs, related
to geological conditions, the temperature of the air sent
into the mines and the conditions prevalent in the
underground mines .

The use of solutions to counteract und erground climate
risk using neutral means (e.g. the use of short airways and
directing air from the lowest temperature rockmass, high -
speed air) and through the use of central, workplace and
personal air conditioning. The on -going monitoring of
microclimat e parameters and the introduction of remote
control and visualisation systems and monitoring
(industrial cameras) in working areas subject to
particularly unfavourable climatic parameters. Decreasing
external and internal losses and relative air moisture,  as
well as increasing air movement intensity. The use of
shortened working time

(Parent Entity )

Risk of loss of mine functionality due to underground
water hazards

KGHM is exposed to the risk of natural hazards and force
majeure in the form of underg round water hazards
resulting from breakdowns of the main dewatering
equipment, human error (actions contrary to the project

or technology) or mistaken geological conclusions

Research into hydrogeological conditions and water
hazards, measuring water infl ow to the mines, conducting
mining operations pursuant with technology for the safe
conduct of mining operations in underground mines.
Systematic control of mining areas threatened by water
inflow, control of water flow pathways and dams according

to a set schedule. The preparation and updating of the
Rescue Plan in case of water inflow . Development of
regional pumps and the piping system, construction of
water dams aimed at restricting water inflow, drilling
exploratory holes to stabilise uncontrolled wate  rinflow. To
minimise the risk of uncontrolled underground water
inflow, a project is continued cal |l ed (QConst
main dewatering complex in the region ofthe SW -4 s h a
aimed at increasing the dewatering capabilities of the
mines.

(KGHM Group)

Risk of exceeding the permissible emissions limits set
forth in permits

The KGHM Group is exposed to the risk of impacting
individual components of the natural environment
resulting from the extraction of  copper ore and its

subsequent processing at all s tages of production , which
could result in exceeding permissible emissions limits .

Advancement of actions under Air Protection
and R&D.

Advancement of the Program to adapt the technological
installations of KGHM to the requirements of BAT
conclusions for the nonferrous metals industry along with
restriction of particulates emissions.

Programs

The
and of

Management BoardAs

t he

Report
KGHM Pol s k 2021Vitranslation 8amAhe oriGimabPolish version

on the activities of 97



in PLN millions, unless otherwise stated

(Parent Entity )

Risk of restrictions to the ability to sell sulphuric acid
(due to loss of market/customers and/or a drop in
demand as well as due tothe C ~ OVID-19 pandemic ).

Risk related to macro - and microeconomic factors
involving political actions which result in privileges for a

specifie- group of producers or the introduction of

additional fees/legal restrictions. Risk related to
unfavourable prices (vol atility to the disadvantage of
KGHM), high requirements in terms of market parameters

for selling sulphuric acid and lower demand for the

product on international markets, including as a result of

the deterioration in the financial condition of a key

customer.

In 2021, one of the factors affecting exposure to risk was
the situation on the fertilizers market related to the COVID -
19 pandemic .

Increase the number of internal storage facilities at the
metallurgical plants as well as of warehouses in Szczecin.
Search for new sales markets. Long term contracts. Incur
costs of additional storage. Payments to customers and
incur transport costs. Search for alternative ways to
manage the acid and utilise it in the Concentrators. In
2021, actions were continuously ta ken related to the
situation on the fertilizers market as a result of the COVID -
19 pandemic involving volatility in levels of customer
demand .

(KGHM Group)

Risk related to interruptions in the supply of strategic
materials and components affecting the continuity of
production by the Core Business (including due to the
COVID-19 pandemic )

The KGHM Group is exposed to the risk of interruptions in
the management of the supply chain resulting mainly from
external factors, resulting in an increase in supply ¢ hain
sensitivity. These factors include unpredictable volatility in
supply and demand , changes in supplier bases,
technological changes, changes in inventory buffers and in
timeframes for realising orders, dependency on suppliers,

as well as logistical int erruptions, force majeure and
volatility in exchange rates and metals prices.

In 2021, an important factor impacting exposure to risk
was the general uncertainty on financial markets related

to subsequent waves of the pandemic as well as the
dynami cs of economic activity and the rate of economic
recovery from the recession caused by the COVID -19
pandemic.

Continuous contact is maintained with suppliers, which
enables prompt reaction to delays by utilising the strategy

of diversification of suppliers and d irections of deliveries
applied by the KGHM Group and by applying alternative
solutions, for example by using substitutes, changes in
production/assembly schedules . Moreover, a plan has
been developed for the KGHM Group to maintain
operational continuity i n case of restrictions, production

suspensions or the temporary switch to a stand -by
operating mode. Suppliers and inventory levels are
continuously monitored. As a result of the COVID -19

pandemic actions are being systematically taken to
eliminate sporadi c instances of delays by suppliers due to
lack of availability of components, logistical restrictions or
delays by producers of materials and equipment or parts
thereof .

(KGHM Group)

Risk of failure to adhere to established principles and
standards of b ehaviour with respect to counteracting
corruption , business ethics and with respect to the
procurement process  es as well as the risk of incurring
losses from actions which are harmful to KGHM

The KGHM Group is exposed to the risk of actions which
are harmful to KGHM taken by external entities
participating in the processes of procurement, sales and
investment. Threats are in the form of potential losses by
the KGHM Group resulting from the intentional actions of
external entities, i.e. collusion over minim um pricing, the
insufficient technical and economic potential of
contractors, falsification of documentation, fictional
contractors, conflicts of interest . Other important risk
factors include threats as regards all types of improprieties
related to breach ing anti -corruption and ethical standards
(such as corruption, conflicts of interest, abuse,
discrimination, illegality, nepotism ) as well as breaches of
human rights (such as child labour , forced work , modern
slavery,womenAs ).ri ghts

Implementation of the Code of Ethics of the KGHM Polska
Miedz S.A. Group as the main
of the KGHM Group, and other appropriate policies and
procedures ensuring the efficiency of implemented
principles and values. Meeting global corporate
governance standards and increased stakeholder
expectations, including above all those of customers and
financial institutions . Application under the Responsible
Supply Chain Policy of guarantees of the selection of
responsible suppliers, especially in the case o f acquiring
so-called conflict minerals and ensuring that the goods
and services acquired by the KGHM Group will not be used
to finance terrorism, and that they will be manufactured

or provided while respecting human rights, labour
standards, environmental protection and counteracting
corruption . Proactive monitoring and analysis of
procurement processes in terms of identifying abuse and
threats of corruption within the organisation and the
supply chain, as well as undertaking actions with respect
to ethics and counteracting corruption along with the
implementation of corrective actions . Internal control with
respect to the identification and uncovering of fraud,
abuse and corruption in KGHM Group entities and the

prevention of such based on the Internal Con trol
The Management BoardAs Report on the activities of 98
and of the KGHM Pol sk 2021Vitranslation 8amAhe oriGimabPolish version



in PLN millions, unless otherwise stated

Procedure in order to eliminate risk at the level of
prevention. The management of compliance under a
comprehensive compliance management system

As a result of the implementation of the ISO 37001
standard, in 2021 a new Anti-Corruption Policy was
adopted in the KGHM Pol ska M Greup z
Regulations were updated and new ones were developed

as regards counteracting corruption , compliant with
required standards , aimed at ensuring compliance with
the existing Anti -Corruption Policy and which are curre ntly
being implemented in allofthe  KGHM Gr oupAs

In 2021, work commenced on the development of a
Human Rights Policyin KGHM Pol s ka Mhosed
aim is to supplement and consolid ate aspects of human
rights in accordance with the model of sustainable
development and which are included in other policies and
guidelines of the Company , such as the Code of Ethics,
Code of Conduct, OHS Policy, Climate Policy and the
Responsible Supply Chain Policy.

(KGHM Group)

Risk of loss of compliance with requirements (general
laws in force, internal corporate regulations and
voluntarily -adopted legal obligations and standards )

The KGHM Group operates in unstable regulatory
environments in many jurisdictions. A consequence of the
need for technological and organisational adaptation to a
variable legal environment (including environmental and
tax requirements) may be higher costs of activities or their
limitation. Risk of interruptions to operations or the need

to reorganise work as a result of new laws may have a
significant i mpact on t he
(including the risk of switching to a low -emissions

economy, a circular economy ).

Active cooperation with the academic environment, which
issues opinions on changes to legal acts, and the on -going
providing of positions and opinions with respect to
numerous areas subject to legislative change (including as
part of the membership of numerous organisations at the
national and EU level ). Cooperation with renowned law
firms and the creation of specialise d organisational units
which monitor the regulatory environment. Taking
preventive actions aimed at adapting to organisational,
infrastructural and technological changes . In order to have
a consistent approach to ensuring compliance, defined as
adherence t o requirements arising from external (laws in
force ) and internal regulations or voluntarily -adopted legal
obligations and standards (including ethical standards ), a
Compliance Management Policy for the KGHM Polska
Mi ed z S . A .togetBar owitlp a Procedur e and
Methodology for managing compliance in  KGHM Polska
Miedz S. A. aHawing a aonsistemtr conepliance
system in the KGHM Pol ska Mi
of effective corporate governance management by among
others more efficient reaction t o and preparedness for
regulatory changes, protecting reputation and building an
ethical culture in the organisation as well as increasing
awareness and a sense of accountability for compliance
amongst employees .

CATEGORY-INTERNAL RISKS

Risk and descrption of risk factors

Mitigation

(KGHM Group)

The risk of serious accidents or industrial illnesses
caused by improper workplace organisation, the
failure to follow procedures or the use of improper
protective measures

The failure to adhere to occupational health and safety
rules and procedures, as well as the employment of
persons lacking an appropriate  psychophysical
predisposition, could be a source of potential accidents.
Exposure to unfavourable natural conditionst  ogether with
associated natural hazards requires, apart from the high
requirements in terms of essential professional
preparation, that employees possess appropriate
qualifications in terms of health, physical ability and

A detailed division of obligations between management
and supervisory staff on the one hand and entities
providing services to the Company on the other, to ensure
safe working conditions and the proper coordination of
work. Systematic discussion of workplace safety with the
participation of representatives of  sub-contractors and
mining oversight authorities. Engaging employees and
sub-contractors in campaigns carried out in the KGHM
Group aimed at improving OHS standards . Advancement
of development initiatives based on the idea of sustainable
developmentands af ety and enhanci
as being socially responsible under the adopted Strategy.
Actions consistent with the cycle of self -improvement in
order to continuously seek and prepare for
implementation the catalogue of initiatives aimed at

ng
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psychological fitness . Risk is also associated with the
possibility of temporary production stoppages caused by
serious accidents, which could potentially affect the
operations of the KGHM Group financially, legally and
image-wise. The KGHM Group is also exposed to the risk
of professional illnesses as a result of the impact of the
workplace environment on people. Enhanced exposure to
risk is also associated with external factors in the form of
sub-contractors and their safety culture

further improvement of OHS and advancement of the
longt er m goal of the Company,
human and technical errors } Optimisation of health care
for employees, especially following workplace accidents
and the systematic search for new organisation al and
technical initiatives enabling achievement of a high level of
safety for employees in the divisions of KGHM Polska
Mi e d Z TiBeatd are identified and professional risk is
evaluated on a cyclical basis as well as in accordance with
the needs of th e moment, including those related to the
SARSCoV-2 virus pandemic .

(KGHM Group)

The risk of lack of acceptance by the public, local
governments or other stakeholders for the conduct of
development and exploration work

The KGHM Group is exposed to the risk of exposure to
external factors involving the environment in which it
operates and consequently, exposure to changes in the
image of the organisation and its products or services. Risk
of ineffective management of relations with stakeholders,
which af fects the willingness of the environment and the
taking of actions towards the Group. In extreme cases, the
materialisation of this risk may lead to the blocking of
development plans . Risk related to the heightened
expectations and awareness by stakeholder s of questions
related to sustainable development and corporate social
responsibility , which could lead to higher operating and
investment costs, and in extreme cases to their limitation.
Variable consumer requirements, which is also connected
with paying attention to the manner of production, and
not only to the quality and price of the final good

Advancement of CSR Strategy and close cooperation with
government bodies. Meetings and negotiations with
stakeholders, informational campaigns, conferences,
publications. Cooperation with academic and sector
bodies and authorities in order to meet the highest
communication -public relations standards. Caring about
and paying due diligence to the identification of
expectations and demands by the external  environment .
Establishing commercial and business relationships with
entities who declare an attitude of caring about
environmental protection and compliance with existing
laws in this regard .

(KGHM Group)

The risk of not being able to secure approp

to advance the Group’s
lack of sufficient human resources to maintain the
continuity of the Core Business operations due to the
COVID-19 pandemic ).

riate staff
busi

The risk of not being able to acquire and keep human
resources, am ong others to support on -going operations
and development projects. The KGHM Group is exposed to
risk related to the availability of qualified staff in the
market as well as on -going identification of staffing needs
in terms of required qualifications and  supplying them
while reflecting staffing fluctuations. Of significance is
access to qualified employees in the future in the context
of an aging society and a market deficit of certain
professions .

In 2021, an important factor affecting exposure to risk ~ was
the COVID-19 pandemic and the impact of its subsequent
waves on the availability in particular of key employees
necessary to maintain the continuity of the Core Business

Advancing a variety of HR projects, identification of
potential successors for k ey positions (including in terms
of mobility) and preparations for advancement. On  -going
comparison of remuneration packages (including in
relation to working conditions) to offers on the market.
Cooperation with schools and universities to promote the
company as an employer and to ensure qualified
employees . Implementation of programs to develop
employee skills and to secure funds for this purpose.
Development of recruiting tools and the identification of
key skills to advance the business goals of the KGHM
Group .

Existing solutions in the KGHM Group undergo ongoing
analysis and evaluation in terms of ensuring employee
safety and the implementation of additional solutions
aimed at limiting the risk of spreading the SARS -CoV-2
virus amongst the staff . Continually updating developed
operating procedures in case of the need to limit or cease
production, concepts are prepared for new working
systems enabling contact between working shifts as well
as lists of employees/specialists and their substitutes , who
are vital to ensuring the operational continuity of the Core
Business. Maintaining procedures on what to do in the
case of detection of SARS CoV-2 amongst the employees in
line with the guidelines of appropriate governmental
institutions .
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(KGHM Group)

Risk that the confidentiality, integrity or availability of
informational assets which have been collected,
stored or processed on IT resources may be
compromised, as well as cybernetic threats

The KGHM Group, due to its well -developed IT structure, is
exposed to the risk of a breach in the confidentiality,
authenticity, integrity or availability of informational assets
which have been collected, stored or processed on IT
resources. The sources of this risk are both forces of
nature (e.g. fires, constructi on catastrophes, downpours)
as well as hazards arising from human activities
(intentional or not ). The KGHM Group is exposed to the risk
of an unauthorised loss, change or destruction of critical
data and information as well as loss of the possibility oft  he
operational control of equipment and systems as a result
of cybernetic attacks on the infrastructure of the KGHM
Group. Such incidents could generate the risk of
production shutdowns, leading to production and financial
losses and claims due to the loss /disclosure of personal
data. This risk has a large impact on the reputation of the
KGHM Group.

Strict adherence to and application of principles arising
among others from the IT Security Policy and from Facility
Protection Plans. The systematic evaluation of risk of loss
of the confidentiality, integrity , authenticity or availability
of informational assets which have been collected, stored
or processed on IT resources . Ongoing monitoring of the
usefulness of existing infrastructure as well as the analysis
of and planning for the implementation of
teleinformational solutions to increase security, in
accordance with global trends and best practice in this
regard. Implementation of security systems and adequate
organisational solutions at various levels of th e
infrastructure, aimed at staying ahead of any decrease in
the utility of systems at risk and minimising the potential
losses of the KGHM Group .

In 2021, work commenced which was related among
others to implementing automat ed information flow
monitoring using a modern DLP (Data Loss Prevention)
system and by building a dedicated Security Operation
Center (SOC).The main task of the new unit will be a 24h
first line of support to deal with cybersecurity incidents .

(KGHM Group)

The risk of exceeding project/program budgets and
schedules, deviating from defined scopes and failing to
meet defined quality parameters as a result of the
improper management of portfolios and projects. Risk
related to the operational management and
development of k ey mining projects, reflecting the
guestion of incurred costs, permits and infrastructural
requirements

The KGHM Group is exposed to risk related to the
advancement of projects and programs as a result of their
improper management. The risk of changes in  budgets,
schedule, scope and deviations from the expected quality
of project products and/or programs is related to a variety

of factors of an internal nature involving both the
methodological approach and the projected structure of
management and supervis ion. Improperly selected tools
and techniques, lack of established criteria and principles
for evaluating projects, or inconsistency in their
application or adherence to them may restrict or prevent
the achievement of the KGHM
terms of external factors, there remains the question of
meeting legal and formal requirements which could
generate deviations from the assumed schedule, and in
extreme instances may halt the advancement of a
project/program .

Improve standards in the manage ment of portfolios and
projects and implement a projects management system
aimed at supporting the organisation in the planning and
management of portfolios and projects. Standardisation
of planning and preparation processes and in the
advancement of inves tment projects, comprising such
aspects as scheduling, preparing costs projections,
technical designing, project review, investment handover
documentation, risk analysis of projects/programs
Management of projects in accordance with international
standard s and conducting on -going monitoring of
progress. On -going evaluation of the economic feasibility
of existing and anticipated development projects

The
and

Management BoardAs

of the

Report
KGHM Pol s k 2021Vitranslation 8amAhe oriGimabPolish version

on the activities of 101

compa



in PLN millions, unless otherwise stated

CATEGORY-CLIMATE

Risk and description of risk factors

Mitigation

(KGHM Group)

Climate risk related to the negative impact of climate
change on the activities of the KGHM Group.

The KGHM Group is exposed to the risk of climate change
due to the negative impact of factors arising from specified
events, in particular related to violen tand chronic weather
phenomena resulting from changes in the climate, such as
storms, floods, fires or heat waves, as well as permanent
changes in weather patterns, which could interrupt the
values chain or the continuity of operations of the KGHM
Group.

This risk is related to changes in the conditions under
which activities are conducted as a result of climate change
and adaptation to these changes.

(KGHM Group)

Climate risk related to the transition to a low
emissions economy and resistance to climate change.

The KGHM Group is exp osed to risk arising from the need
of the economy to adapt to gradual climate change, in
particular by utilising low -emissions solutions. The
temporary risk category comprises questions related to
legal requirements, perceptions of customers and other
stakeholders to climate questions, technological progress
towards a low -carbon economy and changes in demand
and supply for certain products and services, whose
production is associated with negative climate impact.

This risk is related to changes in the conditions under
which activities are conducted arising from climate
changes and adaptation to these changes.

The development and publication of the Climate Policy of
KGHM Pol ska Mi edzZz Sdodumeniavshosa
chief goal is to present the climate -related ambitions of the
Company and to set forth the scope of process and
organisational changes needed to achieve them. The
primary goal of the Climate Policy of KGHM is for the
Parent Entity to achiev e climate neutrality by 2050 with
respect to Scope 1 emissions - direct emissions primarily
related to the production activities and Scope 2 emissions

- indirect emissions associated with the use of electricity
and heat acquired from the market, with their maximum
possible reduction. The intermediate target is to reduce
total Scope 1 and Scope 2 emissions by 30% by 2030,
compared to the emission levels of 2020. The reduction
targets for the entire KGHM Group will be published no
later than in the first half  of 2023.

Details on how the goals will be attained, as well as total
capital expenditures on the realisation of activities aimed
at reducing the emission of greenhouse gases, will be
provided in the form of the Decarbonisation Program of
the KGHM Group.

Inclusion in the Strategy of the KGHM Group of global
trends related to climate changes which are driving
environmental challenges as well as planned changes in
the introduction of mechanisms reflecting climate context

in the processes of updating, implemen ting and
monitoring the Strategy.

An implemented and improved effective system of risk
management, which also comprises management of
climate risk, including the categorisation, identification,
assessment and manner of dealing with this risk, along
with p lans for its mitigation.

An implemented and improved effective system of
compliance management, which also comprises
management of the risk of loss of compliance with climate -
related requirements.

Start of implementation of a climate reporting system
based on the Recommendations of the Task Force on
Climate -Related Financial Disclosures from 2017.

Development of changes involving key business and
management processes z in particular those related to or
having an impact on restrictions by the Parent Entity  in
greenhouse gas emissions by among others changes in
corporate governance and changes as regards indicators,
whose goal is to introduce the process of measuring
emissions for the KGHM Group in a manner fully
compliant with GHG Protocol and implementation  of the
first indicators responsible for monitoring improvements

in the business robustness model to climate change.
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INFORMATION ON THE | MPACT OF THE WAR INUKRAINE ON THE COMPANY ' AND GR O U P ORERATIONS

As at the date of approval for publication of this report, the geopolitical situation associated with the direct aggression o f
Russiain Ukraine and the implemented system of sanctions does not have a substantial impact on the operations of KGHM
Polska Mi e d z, w8ile e risk of interruptions to the ~ C o mp a nopefasonal continuity in this regard continues to be
considered as low.

KGHM Pol s k a dbkismotleagade in Airect transactions with entities from Russia, ~ Belarus or Ukraine; such cont racts
are held by certain intermediaries, mainly traders of wire rod, which could indirectly impact the level of purchases made by
such clients.

The possible increase in the near -term in prices of fuels and energy carriers could be a primary factor generating higher
cost of sales, selling costs and administrative expenses . The availability of resources and materials is currently at a stable

level. It cannot however be ruled out that a continuation of this armed conflict over an extended period of time as well as
the system of economic sanctions could have a negative impact on suppliers and lead to interruptions in the continuity of
materials and services supply chainsinthe Company KGHM Pol ska Miedz S. A., caused among ot her

and availability of materials on international markets, e.g. of steel, fuels and energy.

The level of cathode inventories in exchange warehouses is currently very low, while the sanctions imposed on Russia and

on Russian entities may limit the availability of Russ ian cathodes (produced among others by Norilsk Nickel) on European

markets. The potential for changes in supply and high copper prices on metals markets resulting from the aforementioned

situation may | ead to higher r eve mutkesame fimekoighdr pfcesl fa guechaséd e dz S. A. |,
metal -bearing materials used in production. A similar dependency may occur in the case of a weakening of the PLN versus

other currencies (USD and EUR), where the possibility exists for higher revenues, and si  multaneously for higher prices for

imported materials and resources, for a higher copper tax, or the aforementioned costs of purchased metal -bearing

materials. It is impossible to estimate the impact of the aforementioned, potential events on potential pro fit or loss; the

situation is currently continuously monitored, with the simultaneous use of possible mitigating actions.

In terms of the availability of capital and the level of debt, KGHM holds no bank loans drawn from institutions threatened
with sanctions.

Financial markets rapidly responded to the outbreak of the conflict in Ukraine. In the first phase, the copper price on the
London market and currencies rose in response to the crisis. Within a month, the price of copper achieved the maximum
level of 10 730 USD/t (7™ March 2022). Currently, the market is visibly calming down and as at 1 8 March 2022 the copper
price was at the level of 10 249 USD/t.

A similar relation occurred in the case of the weakening of the PLN as compared to the other currencies (USD and EUR). The
initial appreciation of the USD reached its maximum on 7 March 2022 and amounted to PLN 4.5722, followed by easing to
PLN 4.2707 as at 18 March 2022. The euro behaved correspondingly and on 7 March 2022 it reached its maximum  of PLN
4.9647, then decreased to PLN 4.7221 as at 18 March 2022.

During this time, the Monetary Policy Council raised interest rates  several times , with the last changes taking place on 8
March 2022, resulting in the interest rates becoming the highest ones since 2014.

In 2021 the process of implementing a comprehensive Business Continuity Management System commenced in the
Company, which also enables a more detailed sco pe of actions to be taken in terms of corporate risk management as
regards risks having a catastrophic impact and a small likelihood of occurrence.

INFORMATION ON THE | MPACTOF COVID-1 9 ON THE COMPANROG®UP' S QPERATI O

The greatest impactontheop er ati ons and results of the KGHM Polska Miedz S.A. C
lesser extent, the KGHM INTERNATIONAL LTD. Group.

Key risk categories

The most significant risk factors relatedtothe COVID -19 pandemi ¢ and i mpasctanndg tthhee GXoomppaMsy MAact |
are:

- increased absenteeism amongst employees of the core production line as a result of subsequent waves of the SARS
CoV-2 virus,

- potential interruptions in the materials and services supply chain as well as logistical restrict ions, especially as regards
international transport,

- possible restrictions in certain sales markets, a drop in demand and optimisation of inventories of raw materials and
finished products amongst customers,

- potential exceptional legal changes,

- volatility in copper and silver prices on the metals markets,

- volatility in molybdenum prices,

- volatility in the USD/PLN exchange rate,
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- volatility in electrolytic copper production costs, including in particular due to the minerals extraction tax, changes in
the valu e of purchased copper -bearing materials consumed and volatility in prices of energy carriers and electricity,

- the effects of the implemented hedging policy, and

- the general uncertainty on financial markets and the impact of the economic crisis connected with the COVID-19
pandemic.

Evaluation of the key categories of risk which are impacted by the coronavirus pandemic underwent detailed analysis by

the on -going monitoring of selected information in the areas of production, sales, supply chains, personnel m anagement
and finance, in order to support the process of reviewing the current financial and operating situation of the KGHM Polska
Mi edz S. AAs aGasutunpne of the aforementioned factors had a substantial negative impact on the GroupAs

operatio ns and consequently, there were no extensive deviations from achievement of the budget targets for 2021 in any
of the operating segments of the KGHM Polska Miedz S.A. Group, wit
hotel sector.

Impact on the metals market

In2021the COVID-19 pandemi¢c did not have a significant i mpact on the worl
price of copper was 9 692 USDIt, or an increase by 25% compared to the price at the end of 2020. The price of silver on 31

December 2021 amounted to 23.10 USD/koz t, or a decrease by 13% compared to the price at the end of 2020. Molybdenum

prices ended the year 2021 at the level of 18.61 USD/Ib compared to 9.33 USD/Ib at the end of 2020, or an increase by 99%.

Impact on th e SPA activities of the group

In 2021 the greatest impactof the COVID -19 pandemi c was on the GroupAs secondary actiyv
services of the companies Uz dr owi ska KiGadiplki G, AUzdr owi sko Pot cziskemCiefliceupa PGU S
Sp.zo.0.-Grupa PGU, Uz dr o wiCzétniawaSSp.iz e.0. 2 Gropa PGU, INTERFERIE S./and Interferie Medical

SPA Sp. z 0.0. The spa and hotel companies obtained exemptions from financing institutions from the obligation to calculat e

the DSCR ratio for the entire year 2021. Financial liabilities to creditors and lessors are paid on an ongoing basis.

The spa and hotel companies of KGHM Pol ska Miedz S.A. received f
Development Fund or PD F) under the Anti zCrisis Shield 1.0 for large enterprises and under the Anti  zCrisis Shield 2.0 for the

SME sector. Companies which received financing from the shield for the SME sector submitted applications in the fourth

quarter of 2021 requesting the wri  te-off of some of the assistance (in the total amount of PLN 9.2 million). The Company is

currently awaiting decisions regarding the settlement of the subsidies received. In addition, at the end of September,

companies that joined the Anti -Crisis Shield 1.0 program for large enterprises submitted applications to join the Financial

Shield under the 2.0 program for large enterprises. The total requested amount of liquidity loans amounted to PLN 18.7

million. At present, dedicated PDF teams are carrying out a  financial and legal analysis. The total requested amount of

liquidity loans amounted to PLN 18.7 million.

By maintaining a strict sanitary regime and regulatory restrictions as regards permitted occupancy rates in hotels, the
companies were able to return to full realisation of their commercial and health  -related services. In the long term, the
progressive vaccination campaign will undoubtedly be the main factor regulating the situation in the hotel and spa industry.

Impact on the activities of the Parent Entity and other Group companies

With regard to the other domestic companies ofthe K GHM Pol s k a Gvoup tieZepidmidsituation in 2021 did not
have a significant impact on the operating results generated by these entities.

The epidemic situation causedbyCOVID-19 di d not have a significant i mpact on the Com
and at the date of publication of this report the Management Board of the Parent Entity estimates the risk of loss of going

concern caused by COVID-19 as low. Individual, immaterial interruptions to the continuity of the supply chain for materials

and services have been observed, caused by logistical restrictions in international markets. Regular contact with suppliers

enables prompt reaction to delays by utili sation of the strategy of supplier diversification applied in the Group as well as

the use of alternative solutions.

Preventive actions in the Group

Udn KGHM Polska Miedz S.A., as wel|l as in all international mines o
S.C.M,, thanks to the implementation of a variety of preventative measures, such as enforcing a sanitary regime and

monitoring and testing the health of employees, there were no production stoppages which would have been directly
attributable to the pandemic. As a result, the GroupAs capper prod
of the year .

In terms of sales , the majority of customers continue not to feel any strong negative impact from the epidemic on their
activities, thanks to which their trade payables towards the Parent Entity are being paid on time, while the execution of
deliveries to customers continu es without interruption.

The Group is fully capable of meeting its financial obligations. The financial resources held by the Group and available

borrowings guarantee its continued financial liquidity. The financing structure of the Group at the level of t he Parent Entity,
based on the long -term and diversified sources of financing, provided the Company and the Group with long -term financial
stability through extending the average weighted maturity of the ¢
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Due to the centralisa tion of the process of obtaining external financing for the needs of the entire Group, in order to transfer
liquidity within the Group, a debt instrument in the form of owners loans is used to support the investment process, and
the Group uses local and in ternational cash pooling to service its daily operations.

At present the Parent Entity is not aware of any significant risk of a breach in the financial covenants contained in externa
financing agreements related to the COVID -19 pandemic.

The Group contin ues to advance its investment projects in accordance with established schedules and is not aware of any
increase in risk related to their continuation as a result of the coronavirus pandemic.

During the reported period there were likewise no interruptions in the continuity of the GroupAs o
infections of this virus amongst the employees. There continues to be a lack of any substantial heightened level of

absenteeism amongst empl oyees of the Par en terndfional prodyction assetsr e busi ne:
related to the epidemic.

Taking into consideration the risk of a subsequent wave of the COVID  -19 pandemic, there still remains uncertainty regarding

the directions of development of the economic and social situation in Europe and globally. An important factor for the

domestic and global economies will be the percentage of people fully vaccinated against COVID  -19, which would enable

among others the further easing of restrictions in individual countries and sectors, a reduction in uncertainty as to future

periods, or improving the pace of economic recovery from the recession caused by the COVID -19 pandemic. The Parent

Entity constantly monitors the global economic situation, in order to assess its potential negative impact on the KGHM

Pol ska Miedz S.A. Group and to take preventive actions to mitigate

POLITICAL RISK IN CHILE

Due to the on -going work on the new Constitution in Chile, there is visible increased exposure to political risk which could
in future have an i mpact on operations there. The Parent Entity is engaged in on  -going monitoring of the political situation

in Chile and its associated impact on the mining industry in order to make an up -to-date assessment of the potential
ramifications for the KGHM Polska Mi edz S. A. Group. Depending on the direction of
undertaken by Chil eAs \variouslsaemaiios are l®ingaanatysed which il ngcessitate  the taking of

appropriate adaptive actions.

12.3. MARKET, CREDIT AND LQUIDITY RISK

The goal of market, credit and liquidity risk management in the K
i mpact of financial factors on cash flow and results in the short
the long term. The management of risk includes both the elements of risk identification and measurement as well as its

restriction to acceptable levels. The process of risk management is supported by an appropriate policy, organisational

structure and procedu res. In the Parent Entity these issues are covered in the following documents

- Market Risk Management Policy and the Rules of the Market Risk Committee
- Credit Risk Management Policy and the Rules of the Credit Risk Committee, and
- Financial Liquidity Management Policy and the Rules of the Financial Liquidity Committee

The QMar ket Risk Management Policy in the KGHM Polska Miedz S.A. G
(KGHM Polska Miedz S.A., KGHM U NTE RN AIRcY Qdbiadon Neviada. Mining=Qdéipari ni ng Com
KGHM AJAX MINING Inc. and SociedadContractual Minera Franke).

Financial |liquidity management is carried out in accordance with
Groupj whi ch r e dgquititgrhamagenfentinthenCroupa | and is carried out by individual Group companies, while
its organisation and coordination as well as the supervision thereof is performed in the Parent Entity

Credit risk management in the Parent Entity is carried outin ~ accordance with the Management Board -approved Credit Risk
Management Policy. The Parent Entity serves as an advisor to the
The (Credit Risk Management Policy i n esthselede®Gripmpasids,gahedpaled z S. A.  (
of which is to introduce a comprehensive, joint approach and the most important elements of the credit risk management

process.
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12.4. MARKET RISK MANAGEMENT

Market risk is understood as the possible negative impactont he Gr oupAs results arising from

of commodities, exchange rates and interest rates, as well as from changes in the value of debt securities and share prices
of listed companies .

In terms of market risk management (in particular the risk of changes in metals prices and exchange rates) of greatest
significance and impact on the results of the Group are the scale and nature of the activities of the Parent Entity and the
mining companies of KGHM INTERNATIONAL LTD.

The Parent Entity a ctively manages market risk, undertaking actions and decisions in this regard within the context of the
gl obal

exposure throughout the KGHM Polska Miedz S.A. Group

The Management Board is responsible for market risk management in the Parent Entity and for adherence to policy in this
regard. The main body involved in performing market risk management is the Market Risk Committee, which makes
recommendations to the Management Board in this area

Commodity risk,

currency risk

In 2021, the Group was mainly exp osed to the risk of the changes in the prices of metals it sells:
copper and silver. Of major significance for the Parent Entity was the risk of changes in currency
rates, in particular the USD/PLN exchange r setite.
the risk of volatility in the prices of other metals. Market risk related to changes in metals prices
arises from the formula for setting prices in physical metals sales contracts, which are usually based

on the average monthly market prices for the  relevant future month

In accordance with the Market Risk Management Policy, in 2021 the Parent Entity continuously
identified and measured market risk related to changes in metals prices, exchange rates and
interest rates (analysis of the impactofmarke t ri sk factors on t hezpPfar
or loss, statement of financial position, statement of cash flows), and also analysed the metals,
currencies and interest rates markets. These analyses, along with assessment of the internal
situati on of the Parent Entity and Group, represented the basis for taking decisions on the
application of hedging strategies on the metals, currency and interest rates markets

In terms of the realisation of the strategic plan of hedging against the risk of changes inthe USDPLN
exchange rate, in 2021 the Parent Entity purchased put options for the total amount of uUsb
1 050 million to cover planned revenues from sales with maturities from February 2021 to June
2022, and also entered into collar options  strategies in the notional amount of USD 240 million with

maturities from July2022 to December 2022. Moreover, in 2021 the Parent Entity managed an open

hedged position on the currency market by restructuring options structures

In 2021, the Parent Entity implemented seagull hedging strategies on the copper market for the
period from January 2022 to December 2023 for the total notional amount of ~ 87 thousand tonnes .
In terms of restructuring a hedging position on the copper market, call options were purchas ed for
the period from March to December 2021 for the total notional amount of 155 thousand tonnes
opening at the same time participation in potential further price rises for the collar and seagull
options structures held for 2021 . In the second half of 2021 the strike price of structures hedging
revenues from the sale of copper was also raised for the period from October  to December 2021
for the total notional amount of  25.5 thousand tonnes . Also restructured was a position on the
forward silver market fo r the period from July2021 to December 2022. Detailed disclosures on the
actions taken in 2021 with respect to market risk management is presented in notes  7.5.1.2
and 7.5.1.3 of the financial statements

As at 31 December 2021, the Parent Entity also held open CIRS (Cross Currency Interest Rate Swap)
transactions for the notional amount of PLN 2  billion, hedging against market risk related to the
issue of bonds in PLN with a variable interest rate. Debt due to bonds denominated in PLN generate
currency r i sk due to the fact that most of the Pare

In terms of managing currency risk, the Parent Entity applies natural hedging by borrowing in
currencies in which it has revenues. The value of bank and investment  loans as at 31 December
2021 drawn in USD, following their translation into PLN, amounted to PLN 2 980 million (as
at 31 December 2020: PLN 4 321 million).

In2021, none of the GroupAs mining subsidiaries i mj
and currency markets and did not hold open positions as at 31 December 2021. Risk related to
changes in metals prices did however exist in the case of embedded derivativ e instruments in
contracts for the purchase of metal -bearing materials .

Some of the GroupAs Polish companies managed t|
by opening derivative transactions on the EUR/PLN and USD/PLN markets
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Interest rate Unterest rate risk is the possibility of the ne
risk position and results . In 2021, the Group was exposed to such risk due to loans granted, free cash
invested on deposits, the reverse factoring prog ram and borrowings .

As at 31 December 2021, the following positions were exposed to interest rate risk by impacting
the amount of interest income and costs

- cash and cash equivalents : PLN 2 333 million , including the deposits of special purpose funds:
the Mine Closure Fund and the Tailings Storage Facility Restoration Fund

- borrowings : PLN 2 153 million ,
- trade and similar payables: PLN 55 million .

As at 31 December 2021, the following positions were exposed to interest rate risk due to changes
in the fair v alue of instruments with fixed interest rates

- receivables due to loans granted by the Group : PLN 22 million ,
- borrowings : PLN 3 796 million .

As at 31 December 2021, the Parent Entity held open CIRS (Cross Currency Interest Rate Swap)
transactions for the n otional amount of PLN 2 billion, hedging against market risk related to the
issue of bonds in PLN with a variable interest rate

Price risk Price risk related to the shares of listed companies held by the Group is understood as the change
related to the in their fair value due to changes in their quoted share prices

change in.share As at 31 December 2021, the carrying amount of shares of companies which were listed on the
prices of listed Warsaw Stock Exchange and on the TSX Venture Exchange amo unted to PLN 516 million .

companies

Result on The total impact of derivatives and hedging instruments (transactions on the copper, silver,
derivatives and currency and interest rate markets as well as embedded derivatives and USD  -denominated lo ans
hedging designated as a hedge against a change in t HhRe2le
transactions amounted to -PLN 2 080 million , of which :

- PLN 1651 million decreased revenues from contracts with customers
- PLN 385 million decreased the result on other operating activities, and

- PLN 44 million decreased the result on financing activities  (including : -PLN 34 million as an
adjustment of interest on  borrowings ).

Moreover, in 2021 other comprehensive income decreased by PLN 367 million (impact of hedgin g

instruments ).

As at 31 December 2021, the fair value of open positions in derivatives of the Group (on the metals,
currency and interest rate markets and in embedded derivatives) amounted to -PLN 1 174 million .

CREDIT RISK MANAGEMENT

Credit risk is defined as the risk that counterparties will not be able to meet their contractual liabilities

The Management Board is responsible for credit risk management in the Parent Entity and for compliance with policy in
this regard. The main body involved in act ions in this area is the Credit Risk Committee

In2021,t he KGHM Pol ska Miedz S.A. Group was exposed to this risk, mai

Credit risk The GroupAs companies have been cooper abdficustgmefso |
related to trade which affects the geographical diversification of trade receivables
receivables The Parent Entity limits its exposure to credit risk related to trade receivables by evaluating and

monitoring the financial standing of its customers, setting credit limi ts, using debtor security and
non -recourse factoring. An inseparable element of the credit risk management process realised by
the Parent Entity is the on -going monitoring of balance and aging of receivables and the internal
reporting system .

Buy er Aisis only grodided to proven, long -term customers. In the case of new customers, an
effort is made to ensure that sales are based on prepayments or trade financing instruments which
wholly transfer the credit risk to financial institutions

In 2021, the Parent Entity secured its receivables by promissory notes, registered pledges, bank
guarantees, corporate guarantees, mortgages and documentary collection. Moreover, the majority

of customers who hold buyer's credit on contracts have ownership rights confir med by a date
certain .

To reduce the risk of insolvency by its customers, the Parent Entity has a receivables insurance
contract, which covers receivables from entitice
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Credit risk
related to cash
and cash
equivalents and
bank deposits

Credit risk
related to
derivatives
transactions

Credit risk
related to loans
granted

collateral or have provided collater al which does not cover the total amount of the receivables.
Taking into account the collateral held and the credit limits received from the insurance company,

as at 31 December 2021 the Parent Entity had secured 84% of its trade receivables (as at 31
December 2020: 75%).

The concentration of credit risk in the Group is related to the terms of payment granted to key
clients. Consequently, as at 31 December 2021t he bal ance of receivabl
largest customers, in terms of trade receivables at the end of the reporting period, represented

49% of the trade receivables balance (as at 31 December 2020: 42%). Despite the concentration of
this type of risk, it is considered that due to the availability of historical data and the many years of
experience cooperating with clients, as well as above all due to the security used, the level of credit

risk is low .

The Group allocates periodically free cash in accordance with the requirements to maintain
financial liquidity and limit risk and in order to protect capital and maximise interest income

Credit risk related to deposit transa ctions is continuously monitored by the on  -going review of the
credit ratings of those financial institutions with which the Group cooperates, and by limitation of

the level of concentration in individual institutions . As at 31 December 2021, the maximum s hare
of a single entity in terms of credit risk arising from financial institutions in which the Group has
deposited funds amounted to  41% (as at 31 December 2020: 25%).

All of the entities with which the Gr oup enters into derivative transactions (with the exception of
embedded derivatives) operate in the financial sector. These are mainly financial institutions, with

a medium -high rating. According to fair value as at 31 December 2021, the maximum share of a
single entity with respect to credit risk arising from open derivative transactions entered into by the
Group and from unsettled derivatives amounted to 26% (as at 31 December 2020: 32%). Due to
diversification of risk in terms both of the nature of indiv idual entities and of their geographical
location, as well as taking into consideration the fair value of assets and liabilities arising from
derivative transactions, the Group is not materially exposed to credit risk as a result of derivative
transactions entered into .

As at 31 December 2021, the balance of loans granted by the Parent Entity amounted to PLN

8 366 million . The most important of these are long -term loans in the total amount of PLN
5220 million granted to the company Futurel and to the KGHM INTERNATIONAL LTD. Group.
Detailed information on the | oans granted by K¢
Statements, Note 6.2

As at 31 December 2021, the balance of loans granted by the Gro up amounted to PLN 8 336 million .
The most important of these are short -term and long -term loans in the total amount of PLN

8 314 million , or USD 2 047 million, granted by the KGHM INTERNATIONAL LTD. Group for the
financing of a mining joint venture in Chi le.

Credit risk related to the loans granted to the joint venture Sierra Gorda S.C.M. is dependent on the
risk related to mine project advancement and is assessed by the Management Board of the Parent
Entity as moderate .
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MANAGEMENT OF FINANC IAL LIQUI DITY RISK AND OF CARTAL

The management of capital in the Group aims at securing funds for development and at securing relevant liquidity

Financial Management of the GroupAs I|liquidity is <coniliyc
liquidity Management Policy in the KGHM Group. This document describes the process of financial liquidity
management management in the Group, which is realised by

coordination as well as the supervision thereof is perform  ed in the Parent Entity .

The basic principles resulting from this document are

- the need to ensure stable and effective finan
- constant monitoring of the GroupAs |l evel of d
- effective management of working capital

Borrowing by the Group is based on the following pillars

- anunsecured, revolving syndicated credit facility, obtained by the Parent Entity in the amount
of USD 1 500 million with a 5 -year tenor with the option of extending for another 2 years
(5+1+1).1n 2021, the Parent Entity o bt ai ned t he ¢ ons e nrembers totextemd s
the tenor by another year, orto 20 December 2026. The available financing limit during the
period of extension will be  USD 1 438 million ,

- two investment loans granted to the  Parent Entity by the European Investment Bank in the
amount of PLN 2 000 million and PLN 1 340 million with financing periods of up to 12 years
from the date the instalments are drawn

- bilateral bank loans to the amount of ~ PLN 2 877 million , supporting th e management of
liquidity of companies and the financing of working capital as well as the financing of
investments ,

- the bond issue program of the Parent Entity on the Polish market, based on an issue
agreement dated 27 May 2019. On 27 June 2019 the first issue was made in the nominal
amount of PLN 2 000 million, under which 5 -year bonds were issued in the amount of PLN 400
million and 10 -year bonds in the amount of PLN 1 600 million

Detailed information regarding available sources of financing and their utilisation in 2021 may be
found in Section 6. 6 of this report .

The aforementioned sources of financing fully cover the liquidity needs of the Parent Entity and the
Group. During 2021, the Group made use of borrowing which was available from all of the abo ve
categories, while liabilities of the Group due to bank and other loans drawn and to bonds issued as

at 31 December 2021 amounted to PLN 5 304 million .
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13. HUMAN RESOURCES IN THE COMPANY AND GROUP

hi hi ey \up

TRIR
Employment in the . LTIFR
Company Employment in the  Group KGHM Pol ska M KGHMINTERNATIONAL
LTD.
persons persons

13.1. EMPLOYMENT

GROUP

In 2021, 34 286 people were employed in the Group
structure is shown in the following table and chart

Table 49. Average employment in the Group

2021 2020 Change(%)
KGHM Pol ska Miedz S. 18 519 18 440 +0.4
KGHM INTERNATIONAL LTD. 2236 2 006 +11.5
Sierra Gorda S.C.M.* 785 789 (0.5)
Group companies in Poland 12 737 12 872 (1.0)
Other Group companies 9 9 -
Total 34 286 34116 +0.5

1 Sierra Gorda S.C.Mz employment proportional to share in the company (55%)

Chart 39. Structure of employment in the Group in 2021

KGHM International LTD.

7%
KGHM Polska Miedz S A
Taiy Siera Gorda S.C.M.(1)
2%

Group companies
in Poland
37%

1 Sierra Gorda S.C.Mz employment proportional to share in the company (55%)

KGHM Pol ska Miedz S. A.

, or an increase by 0.5 % compared to the prior year. The employment

In 2021, employmentin KGHM Pol s k a wes skghtly higher £han in 2020 . Employment at the end of 2021 amounted

to 18 601 persons and was higher by 0.4% than employment at the end of 2020. Average annual employment in
Pol ska Miamalited®. 18 519.

Table 50. Average employmentin KGHM Pol ska Miedz S. A.

2021 2020 Change(%)
Mines 12 453 12 430 +0.2
Metallurgical plants 3 607 3604 +0.1
Other divisions 2 459 2 406 +2.2
KGHM Pol ska Miedz S. 18 519 18 440 +0.4

KGHM
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Companies in Poland

In2021,aver age employment in the companies of the KGHM Pol ska

2020 by 135 positions (or by 1%). This change was mainly in respect of blue -collar positions and was due to matching
employment to the production tasks advanced

Companies abroad

In 2021, average employment in the international companies ofthe K GHM Pol s k a Gvbupeidcieas&d.afcompared
to 2020 by 226 positions (or by 8.1%). The increase in employment was mainly in the companies operating under the DMC
brand due to their involvement in the advancement of new projects in Canada and Chile.

13.2. HUMAN RESOURCES PROBCTS

KGHM Pol ska Mi

edz S.A.

Strategic p rogram

Engagement research

Implementation of
leadership standards
»Engaging Lead e rin
the Divisions of KGHM
Pol ska Mied?z

Development Program
Executive MBA in
Innovation
Management

Post -graduate studies
Copper Leaders

Giants of KGHM
Leader Academy

Competence Academy
4E

Proje ct LinkedIn —
#Rzecznictwo

pr acown K&HMw
#KGHM Lovers

On-board training
program for new
employees

KGHM Pol ska Mnceodszin aSmarket environment  which has recently been
undergoing dynamic changes . External factors affect the labour market , employee
expectationsand t he business chal |l en gmdoydedhave totddalavithC.o

In consequence of this a Strategic Program was established encompassing key areas which
directly impact the possibility of achieving the challenges and Strategy of KGHM Polska
Mi e d Z in$he #&ea (People and the environment } Strategic initiatives were plann ed as
regards : organi sational culture , future competencies and digitali sation .

In 2021, for the first time in KGHM research was carried out on engagement at the scale of
the entire Head Office and Company Divisions . The strategic partner of the research was
the University of Warsaw . 54.9% of our employees participated .

Under this initiative the results of research into focus groups were analysed in terms of key

skills to be developed amongst the leadership staff in the Divisions . The result of this
analysis was the start -up of development programs individually dedicated for specific
managers or groups of managers .

Referring to the idea of building and developing the skills of K GH M fpmfessional
management staff, realisation of the Development Program Executive MBA in Innovation
Management was commenced . This program was developed by the only business school
of international renown 7 IESE Business School.

The program enables its participants to utilise the resources of the largest research
laborator y in Silicon Valley in terms of developing and implementing  innovations .

Research into family business responsibilities  carried out by KGHM showed how important
it is to facilitate employee development . As a result of this research, presti gious post -
graduate management studies are organised for mid-level management . This project,
called Post-graduate studies Copper Leaders , is based on MBA standard s and
comprehensively discusses the role of the leader in managing change , projects , people and
finan ces.

In October 2021 a pilot program was commenced, dedicated to low-level managers,
comprised of developing management skills . Under this Academy the challenge was taken
up of dealing with the unstable pandemic situation by learning about the symptoms of
depression and emergency aid methods.

In 2021, actions were continued ai med at t h e mahagerp arelaged sto
operationalisation of the S trategy. This project is a response to the current business
situation and is aimed at str engthening leadership skills , which are key from the point of
view of future skills . Two editions of the Academy have been conducted , including the first
which was conducted on-line. The first subject was #Strength _4Eor the main pillars of the
Strategy of KGHM and their significance during the pandemic . Thesecond, Q. et As t a
the company § initiated by engagement research , dealt with subjects related with  creating
a motivational working environment  and the role of the manager in this process .

In October 2020 a pilot program was commenced called Linkedin z #Rzecznictwo
p r ac o wnKiGKM s#KGHM Lovers. This initiative continues and is aimed at developing
employer advocacy skills and enhancingthe e mp | oy e r A ssocialmadigeby pramoting
the personal brands of employees and managers of KGHM.

In 2020 a watershed process of on-board training commenced , which was continued in
2021. Cyclical training (also online in form) for newly-hired employees is aimed at
familiarising them with the company, their rapid integration into the organisation and a
smooth transition to accomplishing tasks . During this training the subjects raised are
related to the Mission, Vision and Strategy of our Company, the subject of activities and the
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Competent in the
mining and metallurgy
sector

@Pytania HR
(@Questions HR)

Digitali sation of HR
processes

Newsletter for Leaders

eKariera (eCareer) app

E-learni ng language
courses

Poli cy of international
mobil ity inthe KGHM
Pol ska Mi @rdup

Management of career

production process, the rules governing the movement
questions .

within the organisation, and HR

KGHM z a key partner in professional training is a program active since 2018 and comprises

9 schools from cities such as Legni ca, Bol est awi ec, Lut
and Gt o g. ¥omung people are trained in 58 classes in professions which are significant for
our organi sation . In school year 2021/2022 in sponsored classes in 9 schools in the Copper
Basin over 1900 students are being trained , both in vocational schools as well as 1% degree
industry schools .

This initiative was created in March 2020 together with an infolin e for employees and their
families in response to the urgent need for  information regarding the situation in KGHM
resulting from the covid situation . The electronic mailbox was kept as a source of contact
for employees with the HR services in the Head Office of the Company

As part of the efforts made to enhance the efficiency of HR actions, the processes of
electronic servicing of workplace position cards  and the process of management by results,
delegations (abroad and local trips , eKariera system and development of the eRekrutacja
system) were digitalised.

This project was advanced by the HR Business Partners with the cooperation of the
Communication Department in response to the need to support leaders at the start of the
pandemic . The Newsletter provides information on the current situation in the Company
and represents a development guide which in a nutshell shows directions regarding specific
tools, propo ses professional literature and publi cations enabling one to independently
deepen knowledge .

The year 2020 initiated work on providing access to the entire eKariera system for external
use. In 2021 two further modules were added to  the existing eRekrutacja module :
internships and theses .

The pandemic year 2021 permanently solidified the foreign language services provided to
al | of efpldyddd and their families . English, German and Spanish courses are
offered through dedicated language platform s available at any time and in any place .

In order to unify the principles of  the international delegation of employees and to improve
the efficiency of the mobility process, on 27 April 2020 an updated version of the Policy of
Unternational Mobility in the KGHM PAsoadoped M
for implementation was the Procedur e for Advancing the Policy of International Mobility in
the KGHM Polska Miedz S.A. Group.

KGHM Pol ska &mnsuees Highlys-qualified staff through an internal  process and

paths and recruitment external recruitment . Care for the KGHM brand as a fir st-choice employer for both current
in KGHM Pol s ka aswellas potential employees .
S.A. In dialogu e with the labour market the image of a good employer is strengthened by
displaying in job ads the organi sational culture based on values and benefit s for employees ,
i.e. the rich packet of benefits for parents, training s and the possibility to learn foreign
languages, subscription medical care |, life insurance and the Employee Retirement Program.
GROUP

Companies in Poland

In2021,i n t he
professional qualifications

In the era of the employee market

GroupAs
and improving workplace efficiency , including through the use of
e-Rekrutacje system is an electronic tool which supported

domest i c HR projepts advaeced, wera thase igvelting taikirgy abilities and
motivational tools . The
recruitment processesin the Group .

, the companies of the Group implemented solutions  aimed at securing personnel .

In the company POL-MUY EDZ TRANS inSymhin azTraining@nd Examinations Center for Machinists and Machinist
Candidates was established . The Center operates within the structures of the Railway Transport Division and provides
training as well as maintains and raises the qualifications of employees working in the machinist profession or seeking to

become qualified in this profession . The Company provides professional and financial support to the schools and
of learning providing training in railway
professional training for the ra

In the company NITROERG S.Athe On-boarding project is underway
bui

welcome packets . T o

HR processes were supported in some units by the implementation of the

centres
-related professions . The support provided to these schools is aimed at developing
ilway sector and a staff of qualified employees for the Company in the future

, involving a new formula of preliminary training and

I'd t he e ntielkompaay iddilisibgrthee nEdhployer Branding strategy .

SAPsystem, with appropriate functionalities
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KGHM INTERNATIONAL LTD.

In 2021, the following HR projects were advanced in the companies of

the KGHM INTERNATIONAL LTD. Group

Assets in the Sudbury Basin in Canada

Succession
planning

Retirement
Notification
Program

Management staff
development

Unification of the
Onboarding
process

In 2021, HRteams developed a Succession Planning Guide and templates for use throughout the
entire process. The existing organisational structure in the  Sudbury Basin was assessed from a
succession point of view , thanks to which key roles and internal successors were identified . Also
implemented and developed was a development program for selected employees to prepare
them for future professional advanceme nt.

In the Sudbury Basin a Retirement Notification Program  was introduced , which allows for the
smooth planning of retirement departures and the efficient transfer of knowledge , as well as
ensuring retiring employees the continuation of their benefits following retirement for a period
of three months .

Each year in the Sudbury Basin a cycle of training workshops is conducted which is dedicated to
the development of management staff in the prod uction assets as well as HR teams. In 2021,
subjects covered included First Nations , fit for duty, the obligations of superiors and psychological
health in the workplace .

In 2021, HR team cooperated with representatives of management staff in the Canadian assets
to update the process of introducing new employees in Canada. The main goal of the project was
to unify the onboarding process by adapting it to the requirements of each business unit  and to
create a universal model of introduction training

Robinson and Carlota mines inthe USA:

Paid Personal
Leave

Employee Guide

Supervisor's
Handbook

Summer
Internships
Program

Firmus reporting

tool

Benefits Fair

Carlota Severance
Plan

The process comprised the creation of a Policy and the introduction of tools for the temporary
calculation and tracking of personal leave . Since January 2022 the pay system calculates leave
automatically , thanks to which employees can check their limit on their pay stubs at each
payment .

In the Robinson mine the Employee Guide was updated , which sets forth principles and
procedur es in the workplace and the rights and obligations of employees .

In 2021, the HRteam at the Robinson mine developed a Supervisor's Handbook , which presents
all of the required documents and indicates areas with which a new supervisor will have to
become familiar , at the same time supporting them in their role as a leader .

In the summer of 2021 the Robinson mine reactivated its program of summer student
internships . To reach desired candidates and expand the knowledge of young people about
KGHM INTERNATIONAL LTD.cooperation was initiated with various schools, not only in Nevada,
but also Utah, Idaho and Montan a.

To solve the problem of inefficiency , the repeatability of tasks and in consideration of the need

to improve the integrity of reported information , the HR team cooperated with the IT unit to
ensure the reliability and effectiveness of reporting tools. Towards this end the IT unit utilised
SiSensesoftware , as well as the reporting tool InSight.

To demonstrate the commitment of
its employees , at the start of November 2021 the first, two -d a y
was organised .

the Robinson mine in terms of the health and well  -being of
Benefits Fair

Carlota mine, the Carlota Severance Plan was amended
the end o

Due to the projected life of mine of the
and updated , which is aimed at guaranteeing the retention of staff t o
operations .

KGHM INTERNATIONAL LTD. in Canada:

Social Media

Book of Policies

Actions to counter
molest ation ,
abuse , violence
and

discrimination in
the workplace

In 2021, work was carried out to increase activity on the  LinkedIn website of KGHM International.

Articles were published more frequently  and at regular intervals , openly sharing information on
t he ¢ o mprganisalianal culture , expanding knowledge about current events in  KGHM
INTERNATIONAL LTDand the achievementsof KGHM Pol ska Miedz S. A.

In 2021, work began on the first stage of a project to update policies and procedur es in force in

KGHM INTERNATIONAL LTD.

In 2021, HRteams in all of the assets of KGHM INTERNATIONAL LTDin North America conducted
training on actions to counter molestation, abuse, violence and  discrimination in the workplace ,
in order to systematise employee knowledge in this area .

The
and of

Management
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Actions to In all of its assets, KGHM INTERNATIONAL LTDcontinuously monitor sthe health of its employees
promote health and ensures they have ongoing access to information on local possibilities to be vaccinated and
and safety during tested . In region s with a higher number of cases employees were provided the opportunity of
the pandemic remote work, while an office return  plan and a program promoting vaccina tion against COVID-19

were created .

Sierra Gorda S.C.M.
In 2021, the following HR projects were advanced in the company Sierra Gorda S.C.M.

- negotiations were completed on a new, 5-year agreement with a supplier of catering, cleaning and repairs services in
t he mi neAs ;tharew agrebngentivas implementedin  December 2021, maintaining the continuity of services,

- implementation of internet apps as regards: system for requesting services in employee hotel s, cleaning services, minor
repairs , laundry services, reservations of sporting venues for specific times due to pandemic restrictions , shift system
consultations ,

- creation of a new HR system for management staff for the purpose of consultation on reports and key information for
the efficient management of employees (leaves, absences, business dependence , organisational stru cture, etc.),

- implementation of the PODER skills model, with its inclusion in HR processes such as employee efficiency assessments
or the discretionary program,

- conduct of company -wide research into the organisational climat e and employee satisfaction , with a 76% completion
rate,

- asubsequent edition ofthe QESTAR en F a mprdgram ffor dmploykes @argl their families , carried out for the
purpose of improv ing employee bonding with the company and to improve the quality of life during the  pandemic ,

- establishment of the Sierra Gorda SCM Academy as a bank of organisational knowledge for various processes, actions,
model s and technical knowledge , which can be independently gained by managing development and training . The
platform includes e-learning courses, which are part of the employee development programs at all levels of the
organi sation,

- update of the succession plan for key positions ,

- anew edition of th e development program for successors to key positions ,

- improvement and digitali sation of the career path process for operator s,

- implementation of changesand i mpr ov e me nt sccreditatibonhsgstemj ne As

- digitalisation of aggregate equipment

- implementation of a campaign and projects related to the COVID-19 pandemic as regards employee safety, information
about the pandemic situation , preventative measures, information for external companies on the current pandemic
situation in the company and existing procedures ,

- implementation of organisational newsletter s for various sections and involving diversity management .

13.3. RELATIONS WITH THE TRADE UNIONS

KGHM POLSKA MI EDZ S.

In2021,w KGHM Pol s k acomtiiued dszdial8gueiwith the trade union s. The most important event with respect to
relations with the trade unions was the signing in February 2021 of an agreement on wages and employee benefits . The

main point of the agreement was the signing of an additional protocol to the Collective labour Agreement (CLA)for the
Empl oyees of KGHM Polska Miedz S.A., which among JanuahyeAnatheri ncr eased
point in the agreement was setting the minimum level of upward employee categorisation at 15%.

Given the restriction s related to the COVID -19 epidemic, some of the meetings were held through teleconferences. Apart
from the usual subjects arising from the Collective Labour Agreement for the Employees of KGHNM
discussions involved the actions taken by the Company as regards employee health and safety

During wage negotiations with the trade unions which were held from 25-27 January 2022, wage and employee benefits
agreements were reached and signed as well as an additional protocol to the CLA introdu cing the following wage elements
in the current year :

- anincrease in the monthly basic wage rate by  10%,
- upward employee categorisation covering 15% of employees
- payment of a one -off gratification inthe pre-tax amount of PLN 2 thousand per employee, con tingent on :

A achievement of planned production in the first half ~ -year,
A continuation of the average copper price at a level not lower than planned in the budget

The Management BoardAs Report on the activities of 114
and of the KGHM Pol sk 2021Nitranslation 8amAhe oriGimabPolish version



in PLN millions, unless otherwise stated

GROUP COMPANIES IN POLAND

With few exceptions, trade unions are active in the Group companies in Poland. In 2021, talks were held in these companies
with the trade unions regarding questions of remuneration, rules for granting bonuses, the level of pension plan
contributions, employment conditions and social matters. In most cases they concluded with the signing of agreements and
additional protocols to the Collective Labour Agreements and with changes to remuneration regulations. In companies
exposed to the impact of the COVID -19 epidemic agreements were entered into with the trade unions regarding t he
economic shutdown and the means of remunerating employees during this period

In 2021, within the group of companies in Poland , a collective dispute was commenced but also concluded  z in the company
JdEner get y k afHowever,.a cdlective dispute initiated in prior years  in the company MERCUS Logistyka sp. z 0.0.
remained unsettled .

. Energet yka”z0OnA5 Aprid 2021 aocollective dispute was initiated by the trade union Zakt adowe Organi zac]
Zwi gz k®Giwer a lack of agreement during negotiations , the dispute continued with the participation of a mediator

designated on 1 June 2021. As a result of the mediation carried out , the parties concluded the dispute with the signing on

25 June 2021 of an agreement regarding the disputed questions .

MERCUS Logistyka sp. z 0.0. zin 2021 the collective dispute initiated in 2019 remained un settled. In 2021 negotiations in
respect of this dispute were not continued but instead were postponed , however agreement s were reached as regards new
questions raised during the year , involving questions of remuneration and apart from remuneration

INTERNATIONAL COMPAN IES OF THE GROUP
KGHM INTERNATIONAL LTD.

In the companies of the KGHM INTERNATIONAL LTD. Group in Canada and the United States, the interests of employees
are represented by trade unions only in the assets in the Sudbury Basin in Canada, while employees in the Robinson and
Carlota mines and at the Ajax and Victoria projects are not represented by trade unions . In the Sudbury Basin, the trade
union United Steelworkers Local 2020 (USW Local 2020) repre sents 95 employees .

In the companies of the KGHM INTERNATIONAL LTD. Group in South America, there is trade union representation in the
Franke mine . Two independent trade unions are active at the mine, covering altogether 295 employees

In the companies acting under the DMC Mining Services brand, employees are not represented by trade unions

In 2021, in the Sudbury Basin, cooperation continued with USW Local 2020 to ensure adherence to the Collective Labour
Agreement , which is in force until 30 June 2023. In the past year a substantial amount of time was dedicated to consultations

and cooperation with the Union to ensure the safety of the employees of KGHM INTERNATIONAL LTDwhile crossing t he
picket line of striking employees of the neighbouring mine belonging to the company  Vale and to enable travel tothe Levack
mine . Throughout the year there were a Iso numerous discussions with USW Local 2020 on protecting the safety of the

employees during the strengthening of the  COVID-19 pandemic and the increases in infections in the region. The relations

of KGHM INTERNATIONAL LTD.with USW Local 2020 are very important for the continued functioning of KGHM
INTERNATIONAL LTDin the Sudbury Basin, and both parties are striving to ensure that communication remains smooth

and completely respectful

Moreover, KGHM INTERNATIONAL LTDsupports First Nations in the Sudbury Basin through its obligations expressed in the
Impact Benefit Agreements and Understanding Agreement, sharing information about the environment , potential business

opportunities and job offers with each of the First Nations with whom the agreement has been signed , as well as
continuously responding to any questions or concerns , thereby strengthening the ties between the First Nations in the

region and KGHM INTERNATIONAL LTD.

Inthe Franke mine the parties to the collective labour agreement negotiated an agreement regarding the system of working
time beyond the basic working time st andard .

Sierra Gorda S.C.M.

There are three trade unions active in Sierra Gorda S.C.M. representing 1282 employees . Relations between Sierra Gorda
SCM and its three trade unions are conducted in a very constructive and positive working atmosphere . The successful
cooperation results among others from  weekly meetings on various organi sational topics .

In 2021, early collective negotiations were successfully held with all three unions . The successful conclusion of these

negotiations given the complex pande mic and social situation , against a backdrop of rising copper prices, was a histor ic
milestone in Sierra Gorda S.C.M., as well as being a seldom -seen situation in the Chilean mining industry . Sierra Gorda
S.C.M.enjoys a reputation as a company engaged in dialog ue which respects its trade union representatives

13.4. OCCUPATIONAL HEALTH AND SAFETY

The life and health of employees and workplace safety in general is the chief priority in the hierarchy of values of the KGHM
Pol ska Miedz S.A. Grso utph e F@®ampsaenvye rhad s yeedawanced its vision of qZer
technical errors, zero occupational i1 1 neins2024, the remplayee Safety e mp |l oy e €
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Umprovement Program (dThi nk odbitiouadt as Wéll as the dProgranqto graventethe jmost common
hazards to workplace safety by utilising innovative technology, in accordance with the updated Company Strategy to the
year 2023.

The Company applies high OHS standards as demonstrated by the ISO 45001:2018 certificate , both towards its own
employees as well as towards those providing services on the grounds of KGHM Pol s ka AMwaldstatioss.have
identified threats. The Company has assessed occupational risks and updates them continually. Working environments are
continually monitored and periodic reviews and potential threat assessments are conducted, as well as reviews of
equipment and required technical checks and approvals. Employees undergo systematic training and continually enhance

their qua lifications. The Company immediately implements new regulations and legal requirements regarding occupational
health and safety .

Despite the substantial threat posed by the external risk arising from the SARSCoV-2 virus pandemic , in 2021 the Company

once again recorded a significant drop in the number of workplace accidents (as defined by the Act dated 30 October 2002

on social insurance due to workplace accidents and occupational illnesses ), with a year -on-year change from 213 to 165

injured (a decrease b y 48 accidents). The number of workplace accidents in 2021 in KGHM Pol ska ,bkcleidg S. A.
accidents due to natural causes (roof collapses, destressings, tremors, rock falls) was lower by 44 (a decrease from 194 to

150). The vast majority of workplace accidents (around  96%) qualified as light injuries, caused mainly by contact (striking)

with or by moveable/ immoveable objects |, loss of balance by employees , as well as the breaking off of pieces of rock from

the rockmas s.

The mining operations of KGHM Polska Miedz S.A. are associated wi
occurrence of mining tremors and their potential impact in the form of roof and wall collapses and de -stressings. These are
very important from the safety point of view, as their occurrence can lead to serious or even fatal injuries as well as damage

to underground machinery, equipment and infrastructure, along with production downtimes. The Company for many years

has carried out a variety o f preventive actions in its mines involving the intentional provoking of roof collapses and rock

falls, comprising systematic seismological observations, on -going assessment of the rock mass and the marking off of areas

of particular threat of roof collaps e. The size, shape and number of chambers and inter -chamber pillars is selected, as well
as the most advantageous direction of mine work advance and the optimum order of ore selection to minimise local
concentrations of stress in the rock mass. So -called active methods of preventing uncontrolled roof collapses and rock falls

are also applied, based on provoking dynamic events through mass blasting of mining faces and through blasting to release
stress in the orebody or its roof

In 2021, in the minesof KGHM Pol ska Mi ed z15%vorilace accidents waere reaoifded, resulting from natural
hazards from the rockmass . These incidents represented 13% of all workplace accidents in the mines during this period.
The Company is continuously improving its sa fety record in the mining of the copper ore deposit

The LTIFRguw ratio (Lost Time Injury Frequency Rate KGHM) in 2021, or the total number of workplace accidents (as defined

by the Act dated 30 October 2002 on social insurance due to workplace accidents and occupational illnesses ) in the

Company, being the number of accidents per million hours worked by
to 5.63 and was lower by 70% than the amount recorded in 2010, and also  23% lower than the amount recorded in 2020

(731).This is the best result to date in the CompanyAs history, one
of the CompanyAs empl oyees

Chart 40. LTIFRhw ratio in the Parent Entity
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KGHM INTERNATIONAL LTD.in 2021, despite the continuing difficult conditions imposed by the pandemic , once again
recorded its best result in history in terms of occupational health and safety , improving on the result from  2020.

In 2021, a total of 11 incidents at work were registered in the mines supervised by KGHM INTERNATIONAL LTDin Canada
and the United States of America compared to 19 registered in 2020, while the TRIR ratio amounted to  1.00.

In Chile, KGHM Pol s ka btbhduadszminiBg operations in two entities,  which have separate systems of OHS

management adapted to the legal requirements and mining conditions in this country. These systems encompass both the

employees in these entities as well as sub -contractors, and are aimed at achieving the long -term vision JZer o har mj . Un
KGHM Chile SpA, which oversees the Franke mine, and which also engages in its own exploration and other activities, only

a single workplace accident was recorded in 2021 (compared to 4 registered in 2020), with a TRIR ratio of 0.12.
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In the joint venture company  Sierra Gorda SCM, nine workplace accidents were recorded in 2021 (compared to 11 registered
in 2020), with a TRIR ratio of 0.20.

IN2021,i n the entities in which the KGHM Pol ska Manaddzhe Snitedl Statcdr oup cond
and Chile, compared to 2020, a total of 13 fewer workplace accidents were registered (a drop from 34 to 21 workplace

accidents). The consolidated TRIR ratio (Total Recordable Incident Rate) for these operations reached 0.32. This was 0.20

lower compared to 2020 and at the same time 90% lower than the level recorded in  2010.

Chart 41. TRIR ratio in KGHM INTERNATIONAL LTD
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Y TRIR (Total Recordable Incident Rategalculated using accepted methodology as the number of accidents at work meeing the conditions of
registration as defined in the ICMM (International Council on Mining & Metals) standard, in total for the employees of KGHM NTERNATIONAL LTD.,
KGHM Chile SpA and Sierra Gorda SCM and sutontractors for these entities, per 200 000 worked hours.
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14. SIGNIFICANT CONTRACTS FOR THE COMPANY AND GROUP

In 2021, Group companies entered into the following significant contracts

Date

Description

26 March 2021

Conclusion of a sales agreement for 100% of the interest in the share capital of PGE EJ 1 sp. z 0.0
between shareholders representing 100% of the share capital of ~ PGE EJ 1 sp. z 0.0.ifcluding KGHM
Pol ska Mi endthe SateAregdsuyry. a

PGE EJ 1 sp. z o.ois responsible for preparation and realisation of an investment involvin g the
construction and operation of Poland's first nuclear power plant. The Company had 10% of the
shares in PGE EJ 1 sp. z 0.0.

The price for the shares in the company PGE EJ 1 sp. z 0.0. held by KGHM Pol ska
amounted to PLN 53.1 million , or the market equivalent of 10% of the shares of the Company as
at 31 December 2020. Payment of the sale price was made on 31 March 2021.

In accordance with the signed Agreement , the price was adjusted due to the necessity to update
the market value of the shares of PGE EJ 1 sp. z 0.0as at the date of payment of the price. Based
on a report on the valuation of 100% of the shares of the Company, which was updated as at 31
March 2021, the estimated price owed to KGHINNF
with the adjusted amount of PLN 0.5 million to be returned to the state. On 2 June 2021 payment

of the adjusted amount was made to the State Treasury

In addition, the Partners and PGE EJ 1 sp. z 0.0. signed an annex to the agreement dated 15 Apri |
2015 regarding WorleyParsons, according to which the Partners are proportionally responsible for
liabilities or are entitled to claims that may potentially arise as a result of resolution of a dispute

with WorleyParsons, up to the level of claims togethe r with accrued interest as at 26 March 2021

29 March 2021

Conclusion by Sierra Gorda S.C.M. of a renewable revolving bank loan agreement with Bank
Gospodarstwa Krajowego with a maximum limit of USD 700 million

The bank loan is being used torefinance t he current debt and potent
current activities. Obligations arising from the bank loan agreement entered into by Sierra Gorda
are secured by a corporate guarantee issued by the owners of Sierra Gorda

The value of the guarant ee which KGHM will be obliged to grant derives from the shares held in
Sierra Gorda (55% share) and from the total amount of the bank loan (USD 700 million). The value
of the guarantee issued by KGHM amounts to USD 385 million

25 June 2021

Signing of an Annex to an unsecured loan agreement for the amount of PLN 900 million dated 11
December 2017 with the European Investment Bank

The signing of the Annex increased the available amount of the loan granted by the equivalent of

PLN 440 million, meaning the a mount of financing granted under the signed Agreement amounts

to PLN 1.34 billion. The period of availability of the additional loan in the amount of PLN 440 million

is 22 months from the date of signing of the Annex. The loan will be drawn through a maxim um of
4 instalments, with each instalment amounting to at least the equivalent of PLN 110 million. For

each of the loan instalments the Company has the option to select the currency to be drawn in:

PLN or USD or EUR, as well as a fixed or variable rate. Th e additional amount will represent a
potenti al reserve, which can be used to financ

Other terms of the Agreement were not substantially altered and are consistent with standard
terms for such transactions

23 September 2021

Signing of a tripartite agreement between KGHM Pol ska Miedz S. A.ZzZa
producer involved in the development of reactors using small modular reactor (SMR) technology,

and PBE Molecule Sp. z 0.0. Sp. k.z an advisory company, with respe ct to preparations to advance
an investment involving the <construction of
Agreement will be in force to 23 September 2024. The Agreement involves the development of
nuclear technology in the form of repowering  current coal -fired turbines or the development of
new nuclear energy sources in the form of SMRs  z from 1 to 12 modules, each generating 77 MW.
Completion of the nuclear energy development project is expected by the end of 2030, however

the Company assumes that the first nuclear reactor will begin operations in 2029

2 December 2021

Unsecured revolving syndicated credit facility agreement in the amount of USD 1 500 million
entered into on 20 December 2019 for a five -year tenor with two one -year extension options
exercisable at the requestof KGHM Pol ska Miedz S. A.

The Management Board agreed to a second extension of the aforementioned credit facility in the
amount of USD 1 500 million , by one year, i.e. to 20 December 2026, by submitting a request to
the financing banks.
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One of the members of the syndicate did not exercise its rightt o extend its participation after
20 December 2025. The aforementioned decision stems from internal regulations of the member
regarding the equity requirements of the bank

As a result of the syndicate member sA de roms20c
December 2025 to 20 December 2026, the amount of available credit facility will amount to USD
1 438 million .

The extension of the agreement represents an a

S.A. with respect to ensuring long -term fin ancial stability by, among others, basing the financing
structure on long -term instruments .

14.1. INFORMATION ON TRANS ACTIONS ENTERED INTOBETWEEN RELATED PARIES, UNDER OTHERTHAN ARM’ S
LENGTH CONDITIONS

In 2021, neither the Parent Entity nor its subsidiaries ent ered i nto related party transactions u
conditions .

14.2. INFORMATION ON CONTR ACTS WITH THE ENTITYENTITLED TO AUDIT THE FINANCIAL STATEMENTS

The entity entitled to audit the separate financi al statements of
statements of t he KGHM Pol ska Mi edz S. A. Group i s Pricewater |
odpowi edzi al nos$ci gsreisteted headofficein.Warsawatlihe address  ul. Polna 11.

The contract with PricewaterhouseCoopers Polska Spo6tka z ogranicz
27 February 2019 for the period from 1 January 2019 to 31 December 2021 , is for the audit and review of the financial
statements of KGHM Polska Miedz S. A. ankbollowifg apdsigve é/&udtidn dPthd s ka Mi ed z
services performed by the existing auditor and of the offer submitted by the auditor to prov ide services comprised of the

audit and review of the financial statements of KGHM Pol s k a add of kky enties Af.the Group , the Supervisory

Boardof KGHM Pol s k a résohedtd exténd Athe life of the aforementioned agreement for the years 2022-2024.

Based on a declaration by the Supervisory Board, the Management Board of the Company announces that the selection of
the auditing firm auditing the annual financial statements for 2021 and the annual consolidated financial statements for
2021 was conducted in compliance with the rules, including those respecting the selection of, and procedures regulating
the selection of, the auditing firm, indicating that

- the auditing firm and the members of the team conducting the audit met the terms for th e preparation of an unbiased
and independent report on the audit of the annual financial statements and the annual consolidated financial
statements in accordance with prevailing laws in force, professional standards and professional ethical principles ,

- rules related to the rotation of the auditing firm and the key certified accountant, as well as the mandatory mandate
periods, are adhered to, and

- the Company has a policy covering the selection of the auditing firm as well as a policy covering permitted n on-auditing
services provided by the auditing firm, the entity related to the auditing firm or a member of its network, including
services conditionally freed from the ban on services provided by the auditing firm

The Company made use of the services of PwC in the years 2010 -2015 for the audit and review of the financial statements
of KGHM Polska Miedz S.A. and of the KGHM P o-R0d&vath rbbpestdaztaxS. A. Grou
advising and financial -accounting services .

Detailed informati on on remuneration of the entity entitled to audit the financial statements for the review and audit of
financial statements and other remuneration is presented in note 12.10 of the separate and consolidated financial
statements .

14.3. INFORMATION ABOUT SU PPLIERS AND CUSTOMERS

The procurement procedures in force in KGHM Polska Miedz S.A. ar e
KGHM Pol ska Miedz S.A. Groupi, while the selection of suppliers
transpa rency and the equal treatment of economic entities

The goals set forth in the Procurement Policy are

- Ensure transparency in the process of making decisions

- Monitoring of all purchases by introducing a joint system for managing the procurement process ,and

- Ensure the efficient optimisation of costs, mainly by standardising the assortment, optimising technical specifications
and market diversification

This joint Procurement Policy applies to all o f he tdmpani&iofties i ons o f
Group which are critical elements of the production process. The basic tenets set forth in the aforementioned document
are carried out with the aid of IT tools
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In 2021, in the area covered by the Procurement Policy of the KGHM Polska Mi e d z S. A3248 Guppmlierg(being the
number of bidders taking active part in our tender proceedings) ¢
of which 2203 suppliers were selected .

The share of suppliers outside of Poland is relatively low. The number of non -Polish suppliers in 2021, in respect of the
aforementioned information, amounted respectively to 168 and 104, or around 5% of all suppliers to the Company

KGHM works with all types of suppliers: contractors, intermediaries, wholes  alers. These include suppliers of raw materials,
components, end producers and distributors. Additionally, within 1
of a Logistics Operator z specialised companies providing supply -related functions (Mercus Logistyka, KGHM Metraco,

ENERGETYKA).

In 2021 there were no significant changes in the sources of supply of materials, merchandise and services to KGHM Polska
Miedz S.A. There was no recorded dependence .on a single or multipl

KGHM Pol s ka iMstrendtienir itsAposition as an honest and ethical business partner, which cares about the

CompanyAs image as well as social matters. Un terms of procuremen
strives to ensure tha t those with whom the Company cooperates meet ethical business standards and operate in a socially

responsible manner

The copper smelters and refineries of KGHM Polska Miedz S.A. prodtu
well as from purch ased copper -bearing material (concentrates, copper scrap and blister copper). In 2021, the production

of electrolytic copper from purchased copper -bearing material amounted to  196.2 thousand tonnes, and represented  34%

of total electrolytic copper producti on.

For the most part, this production came from copper scrap (135.4 thousand tonnes of copper ; 23% of total electrolytic
copper production), which i s supplKGeMMedtraco KAGCHMOSo-owned sabisidianyrofg i ¢ a | pl ar
KGHM Pol ska Miedz S. A.

KGHM Metraco S.A., due to its specialisation and familiarity with the scrap market, as well as to its equity relationship with

KGHM Pol ska Miedz S.A., supplies scrap to the met adsdlteveguexc al pl ant :
of this company from sales to KGHM Pol sR¥oMi &KBGHMS Ph.l skrae M3 iegmzi fSi. Aa
revenue and 19% of sales revenue of the Group. This company was the only one whose turnover with the Company

exceeded 10% of the sales revenuesof KGHM Pol ska Miedz S. A.
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15. LITIGATION AND CLAIM S

LIST OF SIGNIFICANT PROCEEDINGS BEFORE GQURTS, ARBITRATION AUTHORITIES OR PUBLICADMINISTRATION
AUTHORITIES RESPECTNG THE LIABILITIES AND RECEIVABLESOFKGIM P OL SKA MIARD ITS SUBSIDIARIES

Proceedings
regarding royalties

for use by the

Company of

invention project

no. 1/97/KGHM pt.

» Met hod
increasing the

production

capacity of the
electrorefining
sections of the

Metallurgical

Plants ”

f o

In the claim dated 26 September 200 7, Plaintiffs (14 natural persons) filed a claim against KGHM
Pol ska Miedz S.A. with the Regional Court in L
Company of invention project no. 1/ 97/ KGHM cal
wydziat ow el ektrorafinaciji Huty Miedzij ( Met h
electrorefining sections of the Metallurgical Plants) for the 8th calculation period, together with
interest due. The amount of the claim (principal amount) was s et by the Plaintiffs in the claim in
the amount of approx. PLN 42 million (principal amount without interest and court costs). Interest

as at 31 March 2019 amounted to approx. PLN 55 million. On 21 January 2008, in the response to

the claim, KGHM PolskaMie d Z S. A. requested the di smissal
counter claim for the repayment of undue royalties paid for the 6th and 7th year of application of
invention project no. 1/97/KGHM, together with interest due, also invoking the righ t of mutual set -
off of claims. The amount of the claim (principal amount) in the counter claim was set by the
Company in the amount of approx. PLN 25 million.

In ajudgment dated 25 September 2018, the Regional Court in Legnica dismissed the counter claim
and partially upheld the principal claim to the total amount of approx. PLN 24 million, and at the
same time ordered the payment of interest in the amount of approx. PLN 30 million, totalling to
PLN 54 million. Both parties to the proceedings appealed ag  ainst this judgment.

In a judgment dated 12 June 2019, the Court of Appeal in Wroclaw dismissed the appeals of both
sides, altering the judgment of the court of first instance solely in the matter of the resolution of

court costs from the hearings at the ¢ ourt of first instance and charging them to KGHM Polska
Miedz S.A. The judgment i s K&GHVa 1819 Juae2d19.KGHM Pelske
Miedz S.A. filed a cassation appeal against tF
respect to the partially upheld principal claim in the amount of approx. PLN 24 million as well as

with respect to the dismissed counter -claim in the amount of approx. PLN 25 million.  The plaintiffs
did not file a cassation appeal . Proceedings before the Supreme C ourt were registered and
received a court signature .

Udn accordance with the CompanyAs position, the
and the counter claim is justified. The Company in this regard paid the authors of the project
royalt ies for a longer period of application of the project than anticipated in the initial contract
entered into by the parties on advancing the invention project, based on an annex to the contract,
extending the period of payment of royalties, whose validity i s questioned by the Company.
Moreover, the Company is questioning the (Qrat
whether they were in fact used in their entirety, and also their completeness and suitability for use

in the form supplied by the pl aintiffs as well as the means of calculating the economic effects of
this solution, which were the basis for paying the royalties.
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16. ENVIRONMENTAL PROTECTION

16.1. KGHM POLSKA AMI EDZ S.

ACTIONS TAKEN BY THECOMPANY TO PROTECT HE ENVIRONMENT

KGHM Pol s k a ddone dfzhe I8rgeat, socially responsible companies in Lower Silesia, is aware of the goals and
challenges related to the impact of our activities on climate change. We are developing our activities based on innovative,
low -emissio n technology in compliance with circular economy principles. We are advancing this goal by investing in the best
available environmental technology (BAT), and conduct our business with the aim of achieving the highest possible
ecological neutrality in our production processes .

The extraction of copper ore, followed by its processing at all stages of production, is inextricably linked to its impact on
various aspects of the natural environment. Adherence to strict environmental standards, mandated by law, is possible
thanks to the systematic modernisation of installations protecting the environment, both those built in the past as well as

new investments in this area. During the year intensive efforts were made aimed at complying with the European

Co mmi s slmglemAnting Decision, establishing best available techniques (BAT) conclusions for the non -ferrous metals
industry. Adaptation of the metallurgical installations to BAT conclusions also involves the further reduction in particulate S
and gases emissions. In 2021 the Company spent more than PLN 446 million on investments to protect the natural
environment, of which the largest expenditure, in the amount of over PLN 199 million, was incurred on the expansion of
the Z e | a z n yTailMgs Storage Facility .

ENVIRONMENTAL FEES

Environmental fees paid by the Divisionsof KGHM Pol s k a iMI0ZLdmour8ed . PLN 17 million. In the previous
year, in the structure of fees, the highest amount incurred was the waste storage fee : PLN 6 million. Another item of co  sts,
over PLN 5 million, is the fee for particulates and gases emissions

LEGAL STATUS, PARTICPATION IN THE EU ETS SYSTEM AND FUTUREACTIONS

KGHM Pol ska Miedz S.A. operates ten installations whose function
Protection, requires integrated permits

dn addition, the Tailings Division holds permits for the operatio
permits required by law. The mines operate on the basis of current sector permits with respect to airborne emissions and
waste management .

Met al l urgi cal installations at the Gtogéw and Legsicamblockkmpper Smel
Pol kowi ce and Gtogow al so hol d,eressions ttading & ysterp, as sinde 201 KGHM Pdlska t he CO
Mi edz S.A. has been participating in the obl(EWESory European Unior

In 2021, emissions in the previous year (2020) in the amount of 1.217 million Mg of CO, were settled thanks to freely -
acquired rights (around 892 thousand Mg of CO, for 2020 and from reserve) augmented by purchases of rights  (EUAZ EU
emissions allowances, and CERgz Certified Emission Reduction units).

It is expected that 2021 emissions at the level of around 1.263 million Mg of CO, will be settled thanks to freely -acquired

rights for the Glogéw and Legnica Copper S me iSteanrBockaimRblkowies i ner i es
and Gtogdéw (i ®llthousamd Mgaof ©@Qy)and reserves of rights from pri  or years, as well as purchases of rights

(EUA and CER) in the amount of around PLN 183 million , including around PLN 80 million from the planned Projects

Management System portfolio , with PLN 103 million being additional purchasesin December 2021. These purchases enable

the creation of a large reserve for subsequent years

The most important planned undertakings related to environmental protection in the near term are as follows

- the continuation of investments involving the need to adapt the metall urgical installations to BAT conclusions.
Advancement of these investments is also related to further reductions in particulates and gas emissions, including
arsenic emissions ,

- updating the integrated permits and  documentation of plants characterised by a high risk of industrial breakdowns  of
the installed installations ,

- overseeing the system for trading CO , emissions, along with obtaining rights for these emissions

- the continuation of a program to promote health and prevent environmental threats, aimed at the people living in the
nearest proximity to our metallurgical facilities

ACTIVITIES ASSOCIATD WITH THE MANUFACTURE AND APPLICATION OF CHEMICAL SUBSTANCE

KGHM Pol ska ,MsedneSoA. EuropeAs |l eading nonf e rprinciples of meepbrsibless producer
management of chemicals introduced by the EUAs REACH and CLP regul

The REACH and CLP regulations are aimed at :
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- committing enterprises that produce or import chemicals to provide clear descriptions and information on the
properties of their substances, as well as to provide information on their use and in respect of whom they may pose a
danger.

- controlling the risk of threats to people and the environment represented by hazardous chemicals, by limiting their
amounts,

- ensuring that hazardous substances are classified and have been included in the publically ~ -available list on the website
of the European Chemicals Agency, and that any product which includes such substances is appropriately labelled and
packaged in a manner gua ranteeing its safe use, and that consumers and employees are properly informed, and

- ensuring the gradual withdrawal from use of the most hazardous chemicals

KGHM Pol s k a Hslssacdessfully .implemented the REACH system in its activities in order to  maintain compliance
with the REACH regulations and to ensure the uninterrupted supply
a part of its daily activities .

As part of the REACH system, the Company has registered all of the substances it has  introduced to trading with the
European Chemicals Agency . Under the REACH implementation strategy, KGHM became a member of several REACH
consortia, which manage the process of registering substances and half  -finished products included in the consortia

KGHM is currently a member of six international REACH substances consortia

- the REACHCopper Consortium,

- the European Precious Metals Federation,

- the Lead REACHConsortium,

- the Nickel REACH Consortium,

- the REACHSelenium &Tellurium Consortium ,
- the REACHCopper Compounds Consortium .

In 2021, the consortia worked on updating the registration documentation for substances and half -finished products,
reflecting the newest results of research and the newest guidelines of the European Chemicals Agency .

Under th ese consortia activities were carried out with respect to the harmonised classification of copper, lead and silver,
procedures for granting lead permits, copper endocrine properties and permissible lead and copper concentrations in the
workplace environmen t. As a result of the presentation in  October 2020 of the GEU chemicals strategy for sustainability i,
the European Commission commenced a review of the REACH and CLP regulations . The consortia, together with
Eurometaux , are analysing the assumptions for the changes in the regulations and are actively participating in broad
consultations in this regard . The goal of the new chemicals strategy is to increase safety and to achieve zero polluting
emissions for a non -toxic environment, contained in the European  Green Deal. The new strategy carries with it many
challenges and is being broadly commented on throughout Europe

INn2021,t he CompanyAs costs incurred from coop e rld4tthousand. Whemdnittnrhe consort
was a fee paid to the European Precious Metals Federation connected with research on metallic silver and the updating of
registration documentation

Due to changes in the REACH regulation A requirements, the Company updated its substances properties cards, which were
then provided to customers .

16.2. KGHM INTERNATIONAL L TD. GROUP
In 2021, entities of the KGHM INTERNATIONAL LTD. Group also engaged in activities related to environmental protection

In the case of the Robinson mine (USA), activities were aimed at monitoring air and water quality, waste management and
the restoration of mining areas z expenditures for these purposes amounted to around PLN 15 million, including just under
PLN 3 million due to environmental permits held

At the Carlota mine (USA), activities were mainly related to environmental monitoring and preparing for the process of
restoration z total expenditures for this purpose amounted to just under PLN 7 million .

In the Sudbury Basin mines (Canada) activities focused on environmental monitoring and work associated with
development of the Victoria project . A total of over PLN 17 million was incurred for this purpose

At the Franke mine (Chile) activities focused on acquiring required permits and environmental monitoring. Total
expenditures for this purpose amounted to just under PLN 6 million .

FINANCIAL RESOURCESFOR MINE DECOMMISSIONING AND RESTORATION OF MINING AREAS

Pursuant to laws in force in the United States and Canada, the KGHM INTERNATIONAL LTD. Group is obligated to provide
collateral in the form of blocked cash or guarantees/letters of credit at the amount of the estimated liabilities for
decommissioning of m ines and technological facilities .
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As at 31 December 2021, the value of assets for decommissioning the mines of KGHM INTERNATIONAL LTD. (cash )
amounted to PLN 45 million (as at 31 December 2020: PLN 50 million ).

In addition, as at 31 December 2021, KGHM Pol ska Miedz S. A. had issued |l etters of cr
covering the costs of decommissioning and restoring mining areas in the amount of PLN 408 million (as at 31 December

2020: PLN 388 million ). Letters of credit issued by KGHM INTERNATIONALLTD. as at 31 December 2021 amounted to PLN

268 million (as at 31 December 2020: PLN 172 million ).

16.3. OTHER GROUP COMPANIES IN POLAND

The Polish companies of the KGHM Pol s k a @foue apérateSn cAdmpliance with environmental laws. Companies
which are required to do so hold valid environmental permits

Amongst the Polish companies of the Group, the largest environmental impact comes from the activities of the company

JQEner get yk alf 2021 pthis campany incurred the highest environmental fees. These amounted to PLN 2.8 million

and mainly comprised payments for water intake and effluents discharge (PLN 2.5 million ) and for emission of contaminants

to the atmosphere (PLN 0.3 million ). In 2021, monetary fines were imposed on the company z the fee was raised for the

discharge in 2019 and 2020 of effluents from the effluents treatment plant of Section W -4dinLegnicat o t he Pawt 6wka stre
(Biatynia) with a breach of the terms of the integrated permit

In 2021, investments made by t he company were aimed at the following

- adapting existing equipment and installations of the Polkowice heat and p ower plant to the emissions requirements of
the IED Directive and BAT Conclusions (completion of investments commenced in prior years ),

- modernisation of two st eam zhdaptation tosnewaconditiorts @and @ehootpgdioal processes
related to a halt in the incineration of throat gases (the modernisation involves adapting equipment to changes in
incineration fuel in the boi lers from throat gas to nitrogen -rich natural gas to the extent necessary for reserving steam
for the Gtogow Copper Smelter antte tBwm foif n eGt ycoaphetbn o inyeginhesits ng heat t
commenced in prior years ),

- modernisation of the in dustrial effluents separation chamber at the Legnica Unit  z ensuring uninterrupted production
by the Legnica Copper Smelter and Refinery and increasing the efficiency of the industrial effluents treatment plant
(completion of investments commenced in prior years),

- construction of a photovoltaic installati on olneat@arle@ower plant nzdasphotvoltait he Gt og o6 v
generator with installed capacity of 1 400 kW, connected with the distribution network of KGHM Pol ska saMiedZz S. A
decrease in CO, emissions (investment commenced ).

The second-highest environmental fees paid in 2021 were incurred by the company KGHM ZANAM S.A.,i.e. PLN 1.3 million ,
including PLN 1.2 million due to waste management z an increase of 44% compared to 2020, due to the advancement of
maintenance and modernisation work and the cleaning of company facilities and services facilities. As a result of the
companyAs commencement ophotowlpaie r pavter mantson theygrotintiseof the  Plant in Legnica, a
reduction o femissions was recorded in 2021 of the following : particulates , sulphur oxide , nitrogen , carbon oxide and carbon
dioxide . Moreover, in 2021, at the Casting Unit in Legnica, advancement of an investment commenced involving the
exchange of gas furnace power ing technolog y with an electric chamber furnace

NITROERG S.A. is an entity in the Group whose environmental fees are not large  (in 2021 they amounted to PLN 0.2 million ),
but is one whose activities could have a significant impact on the environment due  to the risk of industrial breakdowns.  Its
activities comprise the production of explosives , fuel additives and initiation materials . The plant meets all requirements as
regards the conduct of operations by plants involved in hazardous activities .
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17. THE MANAGEMENT BOARD AND THE SUPERVISORY BOARDDOF THE PARENT ENTITY

17.1. BIOS AND RESPONSIBIUTIES OF MEMBERS OFTHE MANAGEMENT BOARD
MARCI N CHL UDBPRESISBENT OF THE MANAGEMENT BOARD
(fulfilling his duties for a continuous period from 6 July 2018 )

NN Since January 2016 the member of the Supervisory Board

of PZU S.A. and simultaneously (since June 2018) the
President of the Management Board of Agencja Rozwoju
Przemystu S. A., where he v
restructuring, merger and acquisition processe s. Defined
the strategic development directions in Agencja Rozwoju

Pr z e my s tHe resructured the following companies:

— Przewozy Regionalne, H. Cegielski z Fabryka P
Szynowych and Swietokrzyski
Mineralnych. Co-founder and Presi dent of the
Management Board of Invent Grupa Doradztwa i Treningu
Sp. z 0.0. in the years 2006 z2015. President of the economic
think tank Fundacj a Repu
Foundation) in the years 2011 z2015.

Graduate of the Institute of Social Policy at the University of Warsaw. He finished his MBA at the Institute of Economics,
Polish Academy of Sciences. He co-operated as a lecturer with  University of Warsaw, Collegium Civitas and Lazarski
University.

FAN

PN

He has management experience in the strategic consulting and corporate supervision. He specializes in corporate
development restructuring and capital investments.

The President of the Management Board is responsible for:

- activities related to overall risk management at the corporate level as well as inter nal auditing and controlling within
the Group;
- the preparation, implementation and execution of the Ci
- activities related to comprehensive management of security and preventing losses in the Group;
- the application of the adopted corporate governance principles in the Company;
- activities related to the development and preparation for implementation of solutions as regards organization and
management in the Company, including designing and developingtheC o mpany As organi zati on
- providing organizational services to the CompanyAs bodi
- providing legal services to the CompanyAs bodies with 1
- activities related to communications and corporate image  -building within the Group;
- the shaping of relations with the CompanyAs external b
- activities related to human resources management;
- activities related to the development projects in the field of energy.

ANDRZEJ KENSBOK- VICE PRESIDENT OF THE MANAGEMENT BOARD (FINANCE)
(appointed as at 16 April 2021)

From 6 February 2020 to 24 March 2021 he served as the President of the
Management Board of Polska Grupa Zbrojeniowa, where he was responsible
among others for consolidating the group around keyt  echnology.

Previously (2019-2 02 0) he was associated wit
He was executive director for strategic projects as well as the President &
CEO of KGHM INTERNATIONAL LTD. in Canada. There he carried out a
program to increase ore extraction and processing in the Robinson
mine/Nevada and to prepare the Victoria deposit to commence exploratory
work.

Since 2018 Chairman of the Supervisory Board of PKP S.A. From March 2017
to June 2019 he was Vice President of the Management Board of Agencja
Rozwo j u Pr z eSwy ¢lndustrial Development Agency) and was
responsible for finance, corporate supervision and equity transactions.
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From 2015 he was on the supervisory board and served as the proxy of the management board for restructuring of
companiesof QMasf r ostj . Un20i3theseryed ia thesfuntti®n® Of unit manager and director of companies
in the industrial sector.

A graduate of the Catholic University of Lublin, wi t h
completed MB A studies at INSEAD Business School where he specialized in costs management and the reorganisation
of business processes.

Has many years of experience in economic and financial consulting.
The Vice President of the Management Board (Finance) is responsib le for:

- the shaping of the GroupAs financial policy;

- the review of prdjebteint8rms o thedr fingnaial feasibility;

- finances in all of the GroupAs operations and activiti:

- the creation of the Group tax policy;

- the CompanyAsserdces; ounti ng

- compliance with formal reporting and publishing obligations within the scope required by law;

- activities related to building and maintaining relations with investors on the Polish and international market;

- the activities of the Data Center (COPI) with respect to supplying and developing information and communication
services required for the proper functioning of the Company and the companies of t he KGHM Pol
Group.

P A WEGRUZA-VICE PRESIDENT OF Tl MANAGEMENT BOARD (INTERNATIONAL ASSETS)
((fulfilling his duties for a continuous period from 10 September 2018)
"o Graduate of the University of Warsaw, Faculty of Law and
Administration.

~
v

O

Undersecretary of State in the Ministry of Finance from
November 2016. Co -author of the tax reform.
Undersecretary of State in the Ministry of the State Treasury
from April to November 2016. He managed a portfolio
of companies with State Treasury ownership and state legal
/) KCHH entities. He worked on reforming supervision over State
Treasury companies. An exper t and a management board
me mber of Fundacj a Republ
Foundation) from 2007 to 2016. As a representative of the
minister responsible for financial institutions he was also a
member of the Polish Financial Supervision Authority.

FAN

O

PN

He was a partner and a management board member of MMR Consulting sp. z 0.0., as well as a partner in the tax
consultant office GWW Tax from 2007 to 2016. He worked in the Arthur Andersen and Ernst & Young consultancy
companies from 2000 to 2006. He managed interdisci  plinary consultant projects for Polish and international companies
from the industrial and financial sector.

Author and co -author of numerous publications on taxes and social security.

The Vice President of the Management Board (International Assets) is responsible for:

- the preparation and implementation of strategy for international assets;

- activities related to acquiring and developing the international resource base;

- analysis, assessment and preparation of new international exploration projects;

- prepar ation of studies and expert opinions as regards international resource base projects;

- coordination of tasks with respect to the CompanyAs eq!

- substantive oversight ov e roduttibnesuliSidiariesp includirig thé ceeatioreandiexeoutioh of p r
their production plans;

- the shaping of the CompanyAs commerci al and |l ogistics |
- the identification of international mining projects with the potential to provide development opportunities for the
Company.
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ADAM BUGAJCZUK - VICE PRESIDENT OF TiE MANAGEMENT BOARD (DEVELOPMENT)

(fulfilling his duties for a continuous period from 24 August 2018)

5--" Graduate of the Wroctaw Uniyv
of Economics, Management an d Tourism. He completed an

Executive MBA Zz Business Trends program at WSB

University in Wroctaw.

FEN

Involved with PKO Bank Polski S.A. from January 2011,
where he served as a manager and director. Among others,

he was responsible for supervision over the exec ution
of investment projects and optimisation of business
processes, as well the preparation of development plans
and improvements in supervised areas. Co -responsible for
execution of cost opti misati
strategy.

PN

Supported the process of business expansion of PKO Bank Polski S.A. Responsible for the implementation
ofprocurement policy in the GroupAs companies.

He was employed from 2002 to 2010 in the company Bank Zachodni WBK S.A., where he cooperated in the
implementation of i nvestment projects. He was also responsible for the optimisation of and supervision over the
realisation of network contracts.

He has extensive experience in the areas of standardisation and normalisation of business processes.

The Vice President of the M anagement Board (Development) is responsible for:

- advancement of the CompanyAs R&D policy;
- advancement of the CompanyAs innovation and intellectu:
- coordination of the CompanyAs investments and devel opm

- the developm ent, updating and monitoring of execution of the Company As c oequtyrivastchents epdrtfolio ;

- shaping of the Coomewlopménspropds t f ol i o

- initiation, development and implementation of management standards in the process of managing projects and
portfolios ;

- acquisition and development of the mining resources base in Poland;

- management of real estate;

- overseeing the CompanyAs administrative services;

- development of the mining structure;

- development of the production lines;

- coordination of the purchasing processes in the Group.

MAREK PIETRZAK- VICE PRESIDENT OF THE MANAGEMENT BOARD (CORPORATE AFFAIRS)
(appointed as of 21 October 2021)

Until October 2021 he served as President of the
Management Board of Orlen Asfalt Sp. z 0.0. Currently, he
serves as Chairman of the Supervisory Board of Polskie
Radi o Regional na Rozgtod$ni
Ciebie S.A. and as a member of the Supervisory Board
of Alior Bank S.A. From December 2016 until October 2021

he served as a Member of the Supervisory Board of KGHM
Pol ska Miedz S. A.

A graduate of the Department of Law and Administration

of Ltazarski University in W
Economics of the Private Higher School of Business and
Administration in Warsaw. In 2013, he finished his legal
adviser apprenticeship in the District Chamber of Legal
Advisers in Warsaw and was licensed to perform the
profession.

He also finished management and business studies (MBA) at the Warsaw Management U  niversity, accredited by the
Apsley Business School of London and was granted the title of Executive Master of Business Administration. A graduate

of post-graduate studies in Accounting and Corporate Finance of the SGH Warsaw School of Economics.
He has professional experience in public administration and practical experience in the supervision and management of
commercial law companies, including those where the State Treasury is one of the shareholders
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The Vice President of the Management Board (C orporate Affairs) s responsible for:

- corporate supervision standards;

- overall corporate oversight over the GroupAs subsidiari

- activities related to creating, updating and maregolatiens toi
maintain consistent operating principles;

- ensuring legal services to the statutory bodies of the Company with regard to the Supervisory Board of the Company;

- ensuring legal services to the Company, with the exclusion of the scope assignedto  the President of the Management

Board,;
- on the Foun dzesupénsgsiorbaod theaflinEtioning of the KGHM Polish Copper Foundation as well as other
organisations serving the public, which support achiev:

MAREK $ W \IAERRESIDENT OF T MANAGEMENT BOARD (PRODUCTION)
(appointed as at 15 March 2022)

Since the start of his professional career, i.e. since 1996,
he has been connected with
where he has held positions such as Executive Director
of the Rudna mine, Executive Director for Mining in the
International Assets, Chief Mining Engineer and Director
of the Projects Management Department. In the years
2015-2016 he was responsible for production in the
position of Vice President, Production Con trol in KGHM
INTERNATIONAL LTD.

Until 14 March 2022 he served as Executive Director of
the Polkowice -Sieroszowice Mine Division of KGHM
Pol ska Miedz S.A., where h
structure.

He has mainly been responsible for planning the development of the core production line, searching for and
implementing new technology and methods for managing organisational structures in the copper company.

He is a graduate of Wnecetl awdUiMecbnsi bgyon8chas a Maste
specialisation in techniques for mining underground deposits. He has completed post -graduate studies in costs
management as well as MBA studies 7 Master of Business Administration.

He has many years of professional experience in strategic planning, management and mining technology which he
acquired during work both in Poland and in the internat

The Vice President of the Managem  ent Board (Production) , is responsible for:

- the integrated planning and optimisation of the Compa

- occupational health and safety and control of environmental risks;

- activities with respect to maintaining the readiness of the  production and non -production assets and achievement
of the main goals of the Energy Strategy;

- activities with respect to manufacturing products and the development of mine and metallurgical production;

- overseeing activities connected with the implementati on, maintenance and improvement of management
systems in the Company;

- integrated supply chain management.

17.2. BIOGRAMS OF MEMBERSOF THE SUPERVISORY BARD

AGNIESZKA WINNIK -KALEMBA — CHAIRWOMAN OF THE SUPERVISORY BOARD
(Member of the Supervisory Board of KGHM Polska Miedz S.A. since 2016)
Attorney, graduate of the Department of Law of Wroctaw University.

at Georgetown University in Washington D.C.; and of the facul  ty of Public Administration and Business Law at the University
of Kentucky.

She passed her bar exam in 2003 under the District Bar Council in
Since 2003 owner of a Law Office. In the years 2006 - 2010 served as an advisor and regular associate of the late Member

of Parliament Aleksandra Natali z Swi at . Un t h @003 gaimed expeliehc® @s an apprentice attorney -at-law at

Kazi mierz CyrklewiczAs Law Of fice i magdofdhe LegahServiées OffcedofithetLowern, was pr €
Silesia Marshal As Office in Wroctaw and was Legal Assistant to th

Council in Strasbourg,. Also gained experience as Legal Assistant in the Law Offices of Bo wles, Keating, Matuszewich &
Fiordalisi Chicago z Milan z Rome, a Partnership of Professional Corporation, Chicago USA. In the years of 2006 -2008 was
the member of the Supervisory Board of PKO Bank Polski S.A., and in 2016 was Deputy Chairwoman of the Supervisory
Board of PKO Bank Polski S.A.Since 2021 again a Member of the Supervisory Board of PKO Bank Polski S.A.
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KATARZYNA KRUPA—-DEPUTY CHAIRWOMAN OF THE SUPERVISORY BOAR
(Member of the Supervisory Board of KGHM Polska Miedz S.A. since 2021)

Graduate of the Faculty of Management at the University of Warsaw. Employee of the Ministry of State Assets, where she
supervises the section responsible for the supervision of companies with a majority interest held by the State Treasury. In
the years 199 8-2017 she was an employee of the Ministry of the State Treasury, subsequently of the Ministry of
Development, engaged in tasks involving ownership transformation and ownership supervision. She gained professional
skills by working in corporate bodies of capital companies . She was a member among others in supervisory boards of
companies: Zakt!t adyAAomex DAy e WRU tmeM@azerska Specjalna Strefa Ekonomiczna S.A.

Has many years of experience in conducting ownership supervision of companies with interest held by the State Treasury
and in transactions on the capital market.

She is a member of the Supervisory Board of the company Pol -Mot Holding S.A.in restructurisation with its registered head

office in Warsaw.

JAROSLE AW JSEQRETARY OF FIE SUPERVISORY BOARD

(Member of the Supervisory Board of KGHM Polska Miedz S.A. since 2018)

An attorney with a doctorate in |law from Wroctaw. From 2009 to 2
University of Exeter School of Law (UK), resultn g i n a doctorate, JPrywatyzacja brytyjski
przyktadzie National Heal th Servicej (3Privatisation of jt)he Briti.
An entrepreneur continuously from 1999, an academic teacher , member of the management board of Fundacja Sancta

Familia (Sancta Familia Foundation) i n Wroctaw sineSepdd05, Chai
Bartoszowice-Dg bi e i n t h e201B,eaavolentee? i 0lférd Park Polish Home (UK) 2009 -2010, member of the

Wroct awska Rada ds. Budzetu Obywatel skiego ( Wr oe2bld,wnenbertof zenAs Bu

the Supervisory Board of Polska Agencja Inwestycji i Handlu S.A. (State Treasury) from 2016 to 2018, and an expert in
healthca re reform (2018), since 2020 Member of the Council of Narodowy Fundusz Zdrowia (National Health Fund).

In the years 2011 -2019 he was an author of research papers on British law, privatisation of the public sector, judicial control

of public administration and healthcare law. He has more than twenty years of experience in management.

JOZEF CZYCZERSKI
(Member of the Supervisory Board of KGHM Polska MiedzZz S.A. since 2012)

Secondary technical education. Since 1979 employed in the Rudna mine of KGHM Polska Mied z S. A. , an undergr ol
electromechanic. Chairman of the National Section of Copper Ore Miningof NSZZ Sol i dar n eefedted mé&mhgr! oy e e
of the Supervisory Board of KGHM -Tbll ancktleen fdna0d4 S. A. in the years 1¢

ROBERT KALETA

(Memberof t he Supervisory Board of KGHM Polska Miedz S.A. since 2021)
Graduate of the Faculty of Law and Administration at the University of Warsaw.

Since July 2019 has served as President of the Management Board of the company Energa Operator Wykonawstwo

Elektoener getyczne sp. z o0.0. with its registered head office in Stu
development and maintenance of power distribution networks. He acquired professional experience in management

positions in economic en tities and with respect to ownership supervision. Since 1995 through his own business he has

provided consulting services for a variety of companies in the public and private sector in many industries, including

transportation, construction and related to  education.

As Vice President of the Management Board of the Foundation QUn
responsible for advancing a variety of cultural, educational and charitable initiatives and promoting economic patriotism.

He also gained many years of experience in ownership supervision by serving among others on Supervisory Boards:
Przedsiebiorstwo Budowy Kopalnhn Pebeka S.A., KGHM ZANAM S.-A., Tr ade
Gumowych SAG sp. z 0.0.

ANDRZEJKISIELEWICZ

(Member of the Supervisory Board of KGHM Polska MiedZz S.A. since 2018)

Graduate of the Faculty of Mat hematics and Computer Science, uni
mathematics at the Polish Academy of Science in Warsaw.Heh abi | it ated at the University of Wroct
title of Professor of Mathematics in 2001. He is currently a profe

He gained his professional experience in foreign research centres: University of Man itoba (Winnipeg, Canada,1989 -1990),
Technische Hochschule Darmstadt (Germany, 1990 -1992), Vanderbilt University (Nashville, USA, 2001 -2002). In addition, he
has held a number of short -term internships abroad, among others in France, Italy, Austria and Isra el. He is the recipient of
two of the world's most prestigious academic scholarships: the Alexander von Humboldt Scholarship and the Fulbright
Scholarship.

He also has many years of experience in supervisory boards. Among others, he was a member and chairm an of the
supervisory boards of such companies as "Spedtrans" sp. z 0.0., "Teta" S.A. and PKO BP S.A.
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He is the author of more than eighty scientific publications on mathematics, logic and computer science in foreign journals,

as well as three books in Pol ish "Logika i argumentacja" (Logic and argumentation), "Sztuczna inteligentencja i logika"
(Artificial intelligence and logic), "Wprowadzenie do informatyki" (Introduction to computer science). At present he is a
Member of the Supervisory Board of PKO Bank Polski S.A.

BARTOSZ PIECHOTA
(Member of the Supervisory Board of KGHM Polska Miedz S.A. since 2018)

Bartosz Piechota is an advocate, a graduate of the Faculty of Law and Administration at the University of Warsaw and Cardiff
University Law School (Diploma in Legal Studies), as well as IESE Business School Barcelona (Advanced Management
Program, AMP). He also graduated from the School of American Law run by the University of Florida Levin College of Law
and the Warsaw University. He has many years of experi ence in providing legal advice to the largest Polish and foreign
enterprises. He is identified by international rankings including Legal500 2019 and 2020 as a leading lawyer , in particular in
dispute resolution and restructuring/insolvency. He has advised, for instance, on a number of key infrastructure
investments and numerous restructuring proceedings. He was a founding partner of a leading dispute resolution and
restructuring law firm in Poland. He previously worked in international and Polish law firms, including Allen & Overy and
Wardynski & Partners.

From 2014 to 2016, he was the "Liaison Officer" of the International Bar Association's Restructuring and Insolvency Section
responsible for the Central and Eastern Europe area. He was a member of the Inter ~ national Bar Association as well as
author of publications and speaker at international and national conferences. Since August 2019, he has been Vice President

of the Management Board of the Polish Aviation Group.

From 2016 to 2019, he was a member of th e Supervisory Board of PLL LOT S.A., and from October 2018 to July 2019, he
served, by delegation, as a member of the Management Board of PLL LOT S.A. He has worked as an expert with the
Republican Foundation for many years.

Bartosz Piechota was appointed as a member having knowledge and skills in accounting resulting from his education
(among others, graduation from IESE Business School within the Advanced Management Program (AMP) experience and
professional practice - performing the function of a member o f the management board in commercial law companies,
including the one responsible for the finance area, performing the function of a member of supervisory boards, including

the function of a member of audit committees of supervisory boards, consulting in r estructuring processes and performing
the function of a chairman of creditors' councils in restructuring proceedings.

BOGUSELtAW SZAREK
(Member of the Supervisory Board of KGHM Polska Miedz S.A. since 2012)

Secondary technical education.

Since 1982 employed at t he Sieroszowice Mine of KGHM Pol ska Miedz S.A. in
mechanic.

Since 1992 Chairman of the Plant Commasceje ionf tthhee S iFethowivesttrlmonwiome N\BiZrZ
merger of the Polkowice and S ieroszowice mines, since 1996 Chairman of the Plant Committee of the trade union NSZZ

gSol i darnos$ ¢} iSreroszdwiee nitne.lSinae #0312 an employee -elected Member of the Supervisory Board of

KGHM Pol ska Miedz S.A.

Deputy Chairman of the National Section of Copper Ore Mining of NSZZ (QSolidarnos$c¢i . Treasurer of
Secretary Office for Mining and Energy of the trade union NSZZ (S
trade union NSZZ (Solidarnosc¢i .

PRZEMYStEt AW DAROWSKI

( Member of the Supervisory Board of KGHM Polska Miedz S.A. since 2020)

He has higher technical education. Started his professional career in 1997 as a locksmith, thereafter as a Specialist of rall way

rolling stock at Pol -Mi edZz Trans Sp. z e was the He&drobtine ParhidgBand Settlement of Renovations

Depart ment and Renovations Control, subsequently the Manager of t|
2006, Senior Specialist/Commissioner of the Carriage Maintenance Department. He cooperated with Legnica Municipality,

on behalf of which the Complex of Technical and Comprehensive Scho

conducting trainings and examinations for train drivers and candidates for train drivers.

Former member of railway commissionsatPol -Mi edz Trans that investigate railway acci der
2017-2019, he held an office of a Social Labour Inspector.

Currently, Chairman of the UntercompanyMi@duddmiTirtaenes .o fMeNHSZ "oSo Itihdea
Section of Copper Or e Mi ning of NSSZ "Solidarnosc¢". Me mber of t
"Solidarnos¢"
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17.3. CHANGESINTHEPARENT ENTI TY' S BODI ES
MANAGEMENT BOARD OF THE COMPANY

In accordance withthe St at utes of KGHM Polska Miedz S.A. the members of the
dismissed by the Supervisory Board. The composition ofthe 10 "t er m Management Board of KGHM Pol sk
at 1 January 2021 was as follows:

- Marcin Chil udzi n ®rksident ofthe Management Board,

- Adam Bugajczuk Vice President of the Management Board (Development),

- Pawet Gruza Vice President of the Management Board (International Assets),
- Katar zyna KreGigolz MieePsdidant of the Management Board (Finan ce),

- Radost aw St ach Vice President of the Management Board (Production).

On 23 March 2021 the Supervisory Board of KGHM Polska Miedz S.A. h
and the mandate of the Management Board, as well as after condu  cting the qualification proceedings for the positions of

individual Members of the 11"-term Management Board, adopted resolutions on dismissing,  as of 15 April 2021, all of the

members of the 10"-term Manage me nt Board of KGHM Pol ska Miedz S.A., and then
2021,tothe 11"-term Management Board of KGHM Polska Miedz S.A.

- Mar ci n Ch lassigning hins the function of the President of the Management Board,

- Andrzej Kensbok, assigning him the function of the Vice President of the Management Board (Finance),

- Adam Bugajczuk, assigning him the function of the Vice President of the Management Board (Development),

- Pawelt @ssigring him the function of the Vice President of the Management Board (International Assets).

On 14 May 2021 the Supervisory Board of the Company, following the qualification proceedings for the function of Vice

President of the Management Board (Production), on 15 May 2021 adopted a resolution on app oining Dari usz Swiderski
to the Management Board o f KGHM Pol s k,assifiing kira theSfundtion of Vice President of the  11"-term

Management Board (Production).

On 25 October 2021 the Supervisory Board of the Company, following the qualification pr oceedings for the function of Vice
President of the Management Board (Corporate Affairs), on 26 October 2021 adopted a resolution on appointing Marek
Pietrzak to the Management Board of KGHM P ol s kassigMigdich zhe f8nctian of Vice President of the 11"-term
Management Board (Corporate Affairs).

The composition ofthe 11 "t er m Management Board of KGHM Polska Miedz S.A. from
- Marcin Chl udzi n frksidentofthe Management Board,

- Adam Bugajczuk Vice President of the Management Board (Development),

- Pawetl Gruza Vice President of the Management Board (International Assets),
- Andrzej Kensbok Vice President of the Management Board (Finance),

- Dariusz Swi der s Vice President of the Management Board (Production),

- Marek Pietr zak Vice President of the Management Board (Corporate Affairs).

On2lFebruary2022t he Supervisory Board ofdi K@HMsRal Daa iMiseginfhesirtionr s k i
of Vice President of the Management Board (Production) , from the compos ition of the Management Board of KGHM Polska
Miedz S. A., at t Inequaliicaten piodeadiags i ainiet atadrifying and assessing the qualifications of the
candidates and appointing the best candidate  to the function of Vice President of the Management Board (Production) of
KGHM Pol ska Miedz S.A.

On 22 February 2022 the Supervisory Board o f KGHM Pol s k assigiedeahe empBrarAfunction of fulfilling the
duties of Vice President of the Management Board (Production) to Marek Pietrzak un  til the conclusion of qualification
proceedings for this function.

On 14 March 2022, the Supervisory Board of the Company, following the qualification proceedings for the position of Vice
President of the Management Board (Production), adopted a resolution on appointing Mar ek Swi der as of 15 Mar
to the Management Board of KGHM Pol ska Miedz S.A., gvtamt i ng hi m
Management Board (Production) of KGHM Pol ska Miedz S. A.

The composition of the 11 "-ter m Management Board of KGHDWMMa2oh 20 washisfalaws: S. A. from
- Marcin Chl udzi n ®rksident ofthe Management Board,

- Adam Bugajczuk Vice President of the Management Board (Development),

- Pawet Gruza Vice President of the Management Board (International Assets),
- Andrzej Kensbok Vice President of the Management Board (Finance),

- Marek Pietrzak Vice President of the Management Board (Corporate Affairs)

- Marek Swider Vice President of th e Management Board (Production).

SUPERVISORY BOARD OFHE COMPANY

In accordance with the Statutes of the Company the members of the Supervisory Board are appointed and dismissed by
the General Meeting.

As at 1 January 2021, the composition ofthe 10 ™t er m Super vi sory Board of KQGdidws:Pol ska Mi ed?z
- Andrzej Kisielewicz Chairman

- Katarzyna Lewandowska Deputy Chairwoman

- Jarostaw Janas Secretary
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- Bartosz Piechota
- Marek Pietrzak
- Agnieszka Winnik zKalemba

and elected by employees:
- Jozef Czyczerski

- Bogustaw Szarek
- Przemystaw Darowski

On 20 April 2021 the Company received a letter from Katarzyna Lewandowska concer  ning her resig nation from serving in
the functionof Me mber of the Supervisory Boaasdf20ApriROGHM Pol ska Miedz S. A.

On 6 July 2021 the General Meeting appointed R obert Kaleta and Katarzyna Krupa to the Supervisory Board.

On 16 August 2021 Andrzej Kisielewicz submitted his resignation from the function of Ch airman of the Supervisory Board ,
effective immediately. On the same day, the Supervisory Board adopted a reso lution concerning the appointment of
Agnieszka Winnik -Kalemba as Chairwoman of the Supervisory Boar d of KGHM Paol ska Miedz S. A

On 23 August 2021 the Supervisory Board adopted a resolution regarding the appointment of Marek Pietrzak as Deputy
Chairmanof t he Supervisory Board of KGHM Polska Miedz S.A.

On 25 October 2021 the Company received a letter from Marek Pietrzak announcing his resignation from the function of
Member of the Supervisory Board, effective immediately.

On 20 December 2021 the Supervisory Board adopted a resolution regarding the appointment of Katarzyna Krupa as
Deputy Chair woman of the Supervisory Board of KGHM Pal ska Miedz S. A

From 20 December 2021 the composition of the Supervisory Board was as follows:

- Agnieszka Winnik zKalemba Chairwoman
- Katarzyna Krupa Deputy Chairwoman
- Jarostaw Janas Secretary

- Andrzej Kisielewicz
- Bartosz Piechota
- Robert Kaleta

and elected by employees:

- Jozef Czyczerski
- Bogustaw Szarek
- Przemystaw DarowsKki

17.4. REMUNERATIONOF THEP ARENT ENT | ESAND OB OMER KEYMANAGERS OF THE GROW

INFORMATION ON REMUN ERATION OF MEMBERS CF THE MANAGEMENT BOARD OF KGHM POLSKAMIEDZ S. A.

Detailed principles for setting the terms of remuneration of the Management Board Members were established by the
Supervisory Board in accordance with "Policy of remuneration of Management Board and Supervisory Board Members of
KGHM Pol ska Miedz S.A.j in the templates for the management servic

The management services contracts were signed for the time ~ Members of the Management Board serve in  the Management
Board, within one term. This means that the termination of a contract will occur on the final day on which the function is
served, with no notice period and without the need to take additional action S.

Total remuneration received on their basis consists of a fixed part - a basic monthly remuneration , as well as variable
remuneration representing supplementary remuneration for the Compe

The fixed monthly remuneration for individual members of the CompanyAs Management Board i ¢
Management Board fifteen times, and for ~ Vice Presidents of the Management Board fourteen times of the average monthly

salary in the corporate sector, excluding payments from profit in th e fourth quarter of the previous year, announced by the

President of the Central Statistical Office.

Variable remuneration depends on the level of achievement of the management goals set by the Supervisory Board for a
given financial year and may not exceed 100% of the annual fixed remuneration for the time during which the subject of a
given contract is performed (with the provision that the contract was performed for a period longer than three months).

Based on the Statutes of KGHM Pol ska Miedz S. A., the Byl aws of the Supervisory Bo
resolution no. 8/2016 of the Extraordinary General Meeting and the Act on the terms of setting the remuneration of

individuals managing certain companies, the Superv isory Board set Management Goals for the Management Board of

KGHM Pol ska fodRogldz S. A.
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The Management Goals under which the variable remuneration for the financial year of the Company may be received are

the following:

- application of the principle s of remunerating members of management and supervisory bodies, pursuant to the act
dated 9 June 2016 on the terms of setting the remuneration of individuals managing certain companies, in all of the
GroupAs compani es;

- execution of the duties described in  art. 17-20, art. 22 and art. 23 of the act dated 16 December 2016 on the principles
of state assets management.

The Supervisory Board also established additional management goals for individual members of the Management Board
according to the areas of comp etence assigned to them, including:

- business measures (KPIs)

adjusted EBITDA of KGHM and KGHM INTERNATIONAL LTD.,
volume of electrolytic copper production from own concentrate;
Clcostof KGHMPol s ka SMi ed z

Net debt/ EBITDA ratio for the KGHM Polska Mi e d z GI®upA .
LTIFR;

> > > > >

- other management goals related to the implementation of key strategic projects, such as:

A efficiency increase of the KGHM Pol s k a GvhuesdbsidiBiesA .

A Climate Policy of KGHM Polska Miedz S.A.,

A review and update of the strategy in the context of changes in the macroeconomic and legislative environment,

A ensuring long -term financial stability,

A implementation of the Integrated Financial Management System at the Head Office, Divisions and in selected
companies of the KGHM Gr oup,

A preparation and implementation of the Research Agenda,

A development of the Core Production Line,

A increasing the efficiency of the KGHM P o | s k a MiGeodpzhro8gh inovative activities,

A optimization of procurement pr ocesses at KGHM Polska Miedz S.A.,

A implementation of systemic external services management,

A implementation of measures to maintain mining production at the level of 440 thousand tonnes of copper in ore,

A realisation of Sierra Gorda's planned ore process ing,

A realisation of copper production plans by international assets,

A Sierra Gorda financing,

A preparation of a Long -Term Plan for Ensuring an Optimal Portfolio of Purchased Metal  -bearing Material Inputs

ensuring the production level assumed in the Strategy of KGHM Pol ska Miedz S. A.

Payment of variable remuneration is made following the submission by individual members of the Management Board of

reports on the achievement of the KPIs and goals. Payment of  the variable part is contingent on the achievement by
manager of t he management goals, approval of the Management
CompanyAs financi al s ffirmcial nyean ansl thé granting o apprqval by dhe General Meeting for the

a

Boar dAs r

given Management Boar d Member As performance of duties. On this basis,

of the aforementioned goals and sets the amount of the variable remuneration due.
Potentially -due remuneration of Members of the Management Board of KGHM Pol ska Miedz S.A. for
Table 51, Potentialy-d ue r emuner ati on of Members of the Management

Potentially-due variable remuneration
First, last name Position (PLN thousand)

2021.

Boar d

Member of the Management Board -

Marcin Chludzin President of the Management Board 1018.0
Andrzej Kensbok Vice resident of i Wanagemenn Board 6730
Adam Bugajczuik Vice esiden of e Wanagemen Eoard 950.1
Dariusz Swidgers | wenmormenmeneron ¢
Pawet Gruza Vics residotof he Managermen; B 950.1

Morek Pierzak ViesProecent of the Management Bosrd 00
Katarzyna Keagolzman o omen: o 2774
Radosiaw stach | Mmbedvesmmenon ¢
TOTAL 4744.5
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Members of the Management Board may join the Employee Pension Program under the terms of the existing Collective
Agreement, with the proviso that the amount of the monthly contribution under this Program is included in the amount of
the fixed remuneration for the given period.

From 2020, by a decision of the Supervisory Board, it is permissi
insurance policy, under the group life insurance policies in place in the Company, including in the cas e of death, accident or

iliness, to be covered by the Company. The scope of this insurance is analogous to that provided to management staff, the

sole difference being that in the case of the selection by a particular Management Board Member of life insura nce with a

so-call ed equity insurance fund (ubezpieczeniowy fundusz kapitatltowy

will not be financed by the Company.

The management services contracts also regulate issues involving the application (utili sation) of al | of the C
resources (tools) required to carry out the contractual duties and to maintain the requirements of security in terms of
collecting and transmitting data, including in particular:

- office space together with technical equipmen t and infrastructure, including a personal computer with wireless Internet
access and other necessary equipment, means of communication, including a mobile phone;

- local housing appropriate to the  Function served (in respect of which the Company covers the  cost of such housing to
the net amount of PLN 2 500);

- participation in conferences, seminaries or business meetings re
carry out these obligations, business trips in Poland and abroad;

- theincurring by the Company of costs related to services performed outside of the Head Office which must be incurred
to properly perform the services, in particular such as travel costs and accommodation in a standard appropriate to the
function performed,;

- use of a compan y car for business purposes;

- civil liability insurance for the Management Board Member related to serving in the function; and

- incurring or refinancing costs of individual training for the Management Board Member related to the Contract in
guestion and con tractual obligations, in each case with the prior consent of the Chairman of the Supervisory Board of
the Company .

The Contracts also provide that if the Management Board Member serves as a member of a body in a subsidiary of the
Company within the Group, the Management Board Member will not receive additional remuneration for this function,
apart from the remuneration provided for in the management services contract. In addition, the Management Board
Member is obligated to inform the Supervisory Board of t  he possession of shares in publically -listed companies and to gain
its consent for accepting a position or serving in a function in the body of another commercial law company Z excluding
companies of the Group, the acquisition or possession of sharesinan  other commercial law company, as well as performing
work or services on behalf of other entities based on an employment contract, mandate contract or based on any other

legal relationship.

The contracts signed with the Members of the Management Board regulate the question of compensation in the case of
termination, with or without notice, of the management services ¢
basic obligations. T he contracts foresee that the Company will provide severance pay of no higher than three times the

amount of the fixed part of remuneration (if the contract was in force for at least 12 months).

The contracts with the Members of the Management Board Z both during the period of employment as well as following

the period of employment  z deal with the question of forbidding  competition . In particular, they establish that for a period

of six months from the date when employment in the function ceases, the Mana gement Board Member is not allowed to

engage in any competing activities. For adherence to the clause on forbidding competitive activities, KGHM pays the

Management Board Member compensation throughout the period during which competitive activities are ban ned in the

amount of 50% (and in the case of the President of the Management Board 100%) of the monthly fixed remuneration. The

payment of compensation is conditional on the Management Board Me|]
months. If a Member of the Management Board breaches the  aforementioned contract, he or she will be required to pay a

contractual penalty in the amount of the entire compensation received. Payment of the contractual penalty does not deprive

the Company of the rightt o seek compensation in an amount exceeding that amount under general rules.

INFORMATION ON REMUN ERATION OF SUPERVIS@®RY BOARD MEMBERS

The remuneration of members of supervisory boards was set on 7 June 2019 by the General Meeting based on the Act

dated 9 June 2016 on the terms of setting the remuneration of individuals managing certain companies. According to "Policy

of remuneration of Management Board and Supervisory Board Members of KGHM Pol ska Miedz S. A. t he
monthly remuneration of individual members of the Supervisory Board depends on the function served and is set as 2.2x

or twice the average monthly remuneration in the corporate sector excluding payments from profit in the fourth quarter of

the previous year, announced by the President of th e Central Statistical Office. Members of the Supervisory Board are not

remunerated for any month in which they did not attend any of the formally convened meetings for unjustified reasons,

which are assessed and qualified by the Supervisory Board.

Apart fr om the above -mentioned remuneration, Members of the Supervisory Board are not entitled to receive any
additional remuneration components, including bonuses or other cash benefits.
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According to the Commercial Partnerships and Companies Code, the Company als o covers or reimburses costs related to
participation in the work of the Supervisory Board.

Detailed information on the amount of remuneration and other benefits for Supervisory Board and Management Board
members may be found in note 12.9 of the separate a  nd consolidated financial statement  and will be presented in "Report
on the remuneration of members of the Management Board and Supervi

INFORMATION ON THE A DOPTED AND APPLIED REMUNERATION SYSTEM FOR KEY MANAGERS

The principles of the remuneratonof key managers of KGH Mthe BxecstiveaDirddtors af zhe Bead\Office
andtheExecutive Directors ofgzitsheseto nbpyantyh\es QClo nvpiasniyo/nss Management Boar

The employment contracts concluded with the above -mentioned directors provide that they are entitled to the following
components of remuneration and benefits:

- basic monthly remuneration, which amounts 7z depending on the function served z from 9 - to 12-times the average
monthly remuneration in the corporate sector, excluding payments from profit, in the fourth quarter of the previous
year, announced by the President of the Central Statistical Office.

- anannual bonus up to 40% of the annual fixed part of remuneration, paid in accordance with t he principles for bonuses
based on a system of business measures and individual goals; the system is based on collective and individual KPIs and
goals, the basis of which are the key performance indicators of the Management Board and goals resulting from t he
Company's strategy,

- additional benefits, such as life insurance, the Employee Pension Program, a Health Care Package,

- acompany car, and

- severance pay of no higher than three times the amount of  the basic monthly remuneration, in the case of terminati  on,
of the contract by the Employer (if the contract was in force for at least 6 months).

PENSION OBLIGATIONS AND RELATED BENEFITSN RESPECT OF FORMERMANAGEMENT AND SUPERVISORY STAFF

KGHM Pol ska Miedz S.A. has no pen éniregpect a formér grandgenentand supervisay at ed benef
staff or liabilities drawn in respect of such pensions
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18. ETHICS AND CORPORATEGOVERNANCE

The Code of Ethics of the KGHM Polska Miedz S.A. Gr o wagsistsis t he mai
defining priorities and in establishing a collection of principles which are binding for all employees in their daily work.

The objective of the Code of Ethics is to ensure that the behaviour of employees conforms to the highest standards based
on the values which guide the Gr oupAs -deverpdcooynttelisy andzoerage. har m, t eamwc

Additionally, in order to enable effective implementation of the principles and values set forth in the Code of Ethics across

the Group , other appropriate policies and procedures were introduced . Their implementation meets global corporate
governance standards as well as the increasing expectations of stakeholders, including above all customers and financial
institutions.

Based on best practices in corporate governance i n t he KGHM Pol s k a théllewing pokciestare inGarce u p
within the KGHM Pol s kirrodidingegiohal, Bifiedl stan@ards which have been adapted to the laws
applicable in all of the jurisdictionsinw hi ch t he KGHM Pol ska Miedz S.A. Group operates:

Compliance The Compliance Management Policy in the KGI
Management Policy in framework of the compliance management system and an organi  sation -wide approach,
the KGHM Polska based on recognised international standards and industry best practices. The adopted

Mi e &A. Group solution to the creation of the compliance system has been tailored to the specific nature

of the Group and is an important business tool  used to prev ent the occurrence of events
that could result in the imposition of sanctions. It enables the systematic identification,
assessment and analysis of the risk of non-compliance or possible non -compliance with
generally applicable law, internal corporate regu lations and voluntarily adopted legal
obligations and standards, including ethical standards, in order to design and implement
actions to ensure compliance.

Competition Law Policy The purpose of the Competition Law Poli cy is to establish an operational framework for a
in the KGHM Polska system that will enable th e maintenance of conformity with the competition law  and is
Miedz S. A. Gr applicable i n al | the countries in which the KG

Therefore , the Group undertakes an o bligation to compete on the markets in a legal and
ethical manner, as well as to prevent, counteract and detect violations in accordance with
the applicable legal regulations.

Procurement Policy in The aim of the Procurement Policy is to establish the overarching principles that should be

the KGHM Polska foll owed by all participants of the procur

Mi e &A. Group Group, as well as the general regulations of this process. The Policy specifies supervision
measures limiting the risk of irregularities in the procurement process.

Anticorruption Policy in The Anticorruption Policy establishes basic principles and standards, whose goal is to

the KGHM Polska ensure compliance with the anticorrup tion regulations applicable in the jurisdictions in

Mi e &A. Group which the KGHM Polska Miedz S.A. Group of

counteract corruption. The Group applies a zero tolerance policy towards corruption and
bribery. The Policy includes a declaration by the top management of their full commitment

to activities related to the maintenance and continuous improvement of the implemented
Anti-Corruption Management System, compliant with the requirements of the PN -ISO
37001 standard.

Responsible Supply The Responsible Supply Chain Policy is aimed at guaranteeing the selection only of
Chain Policy in the responsible suppliers and at ensuring that the  goods and services purchased by the KGHM
KGHM Pol ska NPol ska Miedz S. fontrib@ting toginarcing terrorisin, and are manufactured
Group or provided in accordance with basic human rights, labour standards, environment al
protection and counteracting corruption.

Security Policy in the The Security Policy sets forth joint principles and goals for the entities and organisational
KGHM Pol ska N unts of the KGHM Pol ska Mi @rdup rel&tedAo safety and preventing losses.
Group Pursuant to its cl|l auses, aainaccoméncetwithdbasid priocipiesh s

professio nal integrity, diligence in the discharge of professional duties, loyalty to wards the
employer, a results oriented approach, courage, teamwork, accountability, mutual
responsibility for safety and preventing losses and avoidance of actions harmful to the
employer.

The Compliance Management Policy in the KGHM Polska Miedz S. A Gro
Pol ska Miedz S.A., and the Compliance Management Procedure and Me
from 2020 in order to u nify the approach to ensuring compliance, defined as compliance with the requirements resulting

from applicable external (laws in force) and internal regulations  or voluntarily accepted legal obligations and standards.
Possession of a coherent compliancesy st em in the KGHM Polska Miedz S.A Group is a ¢
governance management through, inter alia, more efficient response and readiness to regulatory changes, protecting
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reputation and building an ethical culture in the organisati on, as well as increasing awareness and a sense of responsibility
for compliance among employees. In 2021 activities related to improvement of the effectiveness of the compliance system
were carried out, among others, in the selection of complementary IT s olutions necessary for the implementation of the
process. Support work and work aimed at raising the standards of compliance will be continued in 2022.

In order to improve the standards of maintaining compliance with the competition law, the Instruction of Conduct in order

to prevent violations resulting from competition law, which is an extension and clarification of the content of the KGHM

Pol ska Miedz S.A. Group's Competition Law Policy updated in 2019,
Polska Mi edz S. A. and i s Ih Deceimber 2021, tfainirg masZdn@ubted for Local Plenipotentiaries for

Competition Law in the KGHM Pol s ka Mi @raup. S&pok work and work aimed at raising the standards of

compliance with the competition law  will be continued in 2022.

In 2021 the Responsible Supply Chain Policy inthe KGHM Po | s k a MiGeodpavaslupdated, among others, in order to

adapt the documentation of the responsible supply chain management process to the requirements of the "Copper Mark"

sector standard, as well as to expand the catalogue of unacceptable, potential violations by t he Group's counterparties . The

content of the Policy also includes the conclusions of other organis ational units of KGHM in terms of ensuring compliance

with the expectations of their stakeholders. The updated Policy continues to be an important part of the Responsible Gold

and Silver Supply Chain Management System which is subject to an annual, indepen  dent, external audit to assure the
CompanyAs adherence t o {fréegoldpmndisilver under thesLBMAfRespansible IGolccGuidance and the

LBMA Responsible Silver Guidance. The current CompthéReppten Report o
the independent assurance service is available on the website at:  https://kghm.com/en/our _-business/products/responsible -

supply -chain.

In 2021, a compliance aud itwas carriedout i n KGHM Pol s kumdeMheeCdpper Barksstandard, which introduced

additional requirements for the responsible supply chain of copper and lead. Meeting the necessary criteria upon which

the granting of the Copper Mark was conting ent allowed for the certification of the Legnica Copper Smelter and R efinery

andt he Gt ogow Copp eefiney mithithe €opperaviart, witch is a prestigious distinction and confirmation of

compliance by KGHM Pol ska Mi e dotporée sAcial responsibilityt ds evell psrcompliancp Withs o f

ethical, environmental and organi sational standards. The acquisition of the Copper Mark was necessary for the further
continuation of free trade by KGHM t&ethesnkirdendvice efdathodd redistrationiom par t i cul a
the LME (London Metal Exchange). In 2022, further work will be carried out , which was initiated in 2021, on the

implementation of the auditor's recommendations aimed at further improvement of the indicated ar eas of the responsible

supply chain, in order to maintain the certification in subsequent years.

Un 2018, the Management Board of KGHM Polska Miedz S.A. adopted a
Groupij . Un order t o c pongntl pyinciples telatedttohceuntenaxting corruption in the KGHM Polska

Miedz S.A. Group and in the companies of the KGHM Rinbk®Rktke Mi edz S.
Management Board of KGHM Pol ska MioearésolionAan thenmmlementatiod @& c thesAntoon, based
Corruption Management System in accordance with the PN -ISO 37001:2017 standard in the Divisions, the Head Office  of

KGHM Pol s ka avid thedsabsidaries.. Therefore, a number of training sessions were conducted for employees,

including those preparing to  serve as internal auditors and Plenipotentiaries for the Anti  -Corruption Management System

pursuant to PN-ISO 37001:2017.

In relation to the implementation of the PN -ISO 37001:2017 standard, in 2021 a new Anti -Corruption Policy was adopted

for the KGHM Po | s ka MiGalg The tedn appointed to carry out implementation work, with the support of an

external expert, prepared, updated and developed new regulations in the area of counteracting corruption, in line with the

requirements of the standard, aimed at ensuringt he implementation of the  Anti-corruption Policy in force, which were

adoptedby ar esol uti on of the Management Board of KGHM Polska Miedz S. A
the entities of the Group.

The basis of the Anti -Corruption Activities Management System is Corruption Risk Management, based on the identification
and assessment of corruption risk in individual processes carried out by entities of the Group. The adopted procedures
regulate the process of managing Corruption Risk in the Gro  up, including the management of corruption risk in relation to
Supervised Organi sations and Business Partners. They define in detail the standards for dealing with activities susceptible
to corruption , including in the event of a conflict of interest, givi  ng and accepting business gifts, contacts with public officials
or events which might appear to be a corruption proposal . They also define responsibility for violating the provisions of the
Anti-Corruption Policy and anti -corruption regulations.

In ordert o ensure the correct implementation of the adopted Security Policy and Anti -Corruption Policy in the KGHM Polska

Mi e d z GrBup,Anits for security and loss prevention have been established in all divisions and in seven selected domestic
companies, the w ork of which is regulated by the Instruction implemented in 2020. Ethics and Anti -Corruption
Plenipotentiaries have been appointed in all domestic and international entities of the KGHM Pol s ka MiGeodm InS. A.
2019, the Procedure for Disclosing Impropr ieties and Protecting Whistleblowers in the Group was also updated, adapting it

to the requirements of the amended Act on public offerings and conditions governing the introduction of financial

instruments to organised trading, and on public companies. Thi s procedure is aimed at enhancing the effectiveness of
uncovering and resolving situations related to the occurrence of irregularities representing an abuse of regulations applied

in the Group, in particular the Code of Ethics of the KGHM Group, the Securi ty Policy and the Anti -corruption Policy. The
procedure also defines the scope and conditions of Whistleblower protection.
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In 2019, an additional channel for Whistleblowers was implemented Zt he QKGHM Ethics Linej platform,
corporate websi te for both employees and third parties, including  counterparties and customers in four languages z Polish,

English, Spanish and Russian. It enables the anonymous disclosure of irregularities and is an alternative channel for other

forms of contact z telep hone lines, email addresses and addresses for correspondence. All reports, in accordance with the

internal regulations currently in force , are subject to verification and explanation.

In 2021, an investment project was launched to  develop an IT tool suppo rting the handling and processing of reports from
Whistleblowers. The planned date of completion of the work and the availability of the tool in the production version is the

end of 2022. The development of the tool is the next step in  perfecting the proce ss and a response to the changing legal
requirements, related to the entry into force of Directive (EU) 2019/1937 of the European Parliament and of the European
Council of 23 October 2019, on the protection of persons  who report breaches of Union law. Work is also underway on
updating internal normative acts regarding the receipt of reports from Whistleblowers and their protection in order to

ensure compliance with the EU directive and national regulations regarding the protection of persons reporting breac hes
of the law (currently a draft act).

Un the entities of the KGadMterRabCostriol@rodddure d was iplefnented preparpd by KGHM
Pol ska Mi dféty aSd PPevention of Losses Section. The audit conducted by the Safety and Prevention of Losses
Section comprise s the identification and uncovering of fraud, irregularities , abuse, corruption, mobbing, breaches of the
GroupAs Code of Bsthbtraospareaay df proounemeénb processes.

Verification of contractors, including in terms of the risk of corruption and the possibility of a conflict of interest, is e xecuted
in accordance with the Verification Procedure in procurement, sales and inves ~ tment processes implemented in 2019 by the
Security Departmentof KGHM Pol ska Miedz S. A.

dn 2020, the 3ABCs of Conflicts of Unterest. Corporate ethical h é
published. The publication describes in a concise  form the issue of conflicts of interest and the regulations on counteracting

this phenomenon. It includes a questionnaire, thanks to which every employee can independently check whether the

problem of a conflict of interest applies to them. In 2021, online training for employees of KGHM Pol
developed and launched on the educational platform concerning the issue of conflict of interest. Every year, educational

and information campaigns, competitions and publications are prepared for employe es on ethics and counteracting

corruption.

In the entiretyofthe of t he KGHM Pol s k athéinte-lerson8l Abise PrGaedune was implemented, enabling
the effective prevention of mobbing in the workplace. A tool which supports the  Employer in the question of prevention of
mobbing , discrimination and breaches of employee rights are the Ethics Committees appointed in the Company and entities
of the Group, examining suspected violations of ethical standards applicable in the Group.

Support work a nd work aimed at raising ethical standards and corporate governance will be continued in 2022
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19. REGULATORY FILINGS RIBLISHED AFTER THE BALANCE SHEET DATE

Date of report
14 January 2022

14 January 2022

21 February 2022

14 March 2022

Contents
Strategy of the KGHM P ol s ka Mi @rdup to 3030Awith an outlook to 2040

The Management Board of the Company announced that the Supervisory Board of the
Company approved the Strategy of the KGHM
with an outlook to 2040 and provided the main strategi ¢ assumptions.

Main assumptions of the Budget for 2022

The Management Board of KGHM Pol ska Mied
Board of KGHM Polska Miedz S.A. approved
of the KGHM Polska Mi edZz S. A. Group for 2022 and
assumptions.

Dismissal of a Member of the Management Board

The Supervisory Board of the Company dismissed Dar i usz S from dtfeer
composition of the Management B o armd dit the Bamé&
time initiated qualification proceedings aim  ed at verifying and assessing the candidates
and appointing the best candidate to the function of Vice President of the Mana gement
Board (Production) of KGHM Polska Miedz S

Appointment of a Member of the Management Board

The Supervisory Board of the Company adopted a resolution on appointing Marek
Swider as of 15 March 2022 to the Manage
granting him the function of Vice President of the Management Board (Production) of
KGHM Pol ska Miedz S.A.

Section
5

6.5

17

17

In addition, in 2022 regulatory filings were publ

Miedz S. A.

Gr oup f o danize 2022) bne for JAnda2y1202R @2SFebruary 2022) .

ished concerning preliminary production and sales data of the KGHM Polska
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APPENDIX 1 CORPORATEGOVERNANCE STATEMENT

INDICATION OF LEGAL BASIS AND COLLECTIONOF CORPORATE GOVERNANCEPRINCIPLES WITH THESCOPE OF ITS
APPLICATION

The following Statement on the application of Corporate Governanceée
of the Decree of the Minister of Finance dated 29 March 2018 on curre  nt and periodic information published by issuers of

securities and conditions for recognising as equivalent information required by the laws of a non -member state.

KGHM Pol ska Miedz S.A., whose shares are |isted on the Warsaw St oc
June 2021 was compliantwith t he cor por ate governance principles deGRWListdtded i n the

Compani es whil) wah jadopted by the Warsaw Stock Exchange Supervisory Board on 13 October 2015 (this
document is available on the official website of the Warsaw Stock Exchange at  https://www.gpw.pl/best _-practice-archives
and in the archives of KGHM Pol ska Kipe/ghm.cBm/eh/investorsicooporat® r at e websi

governance ).
On 29 March 2021, the Supervisory Board of the Warsaw Stock Exchange via a Resolution No 13/1834/2021 adopted the

document (dBest Practice for GPW Li st ed sjG)oforpedram 1eJsly 2020 2Thg contehter e af t er
of the principles is available on the website of the Warsaw Stock  Exchange devoted to this subjec t https://www.gpw.pl/best -

practice2021 , as wel |l as on the corporate website of KGHM Pol ska Mied
https://kghm.com/en/investors/corporate  -governance . Due to the above, a number of measures were taken to adjust

KGHM Pol ska Miedz S.A. to the current trends in the aess@inof cor pol
the contentofthe newBest Practices. KGHM Pol ska Miedz S.stoapplytheprinciges at every
contained in the "Best Practices", taking into account the principles of proportionality and adequacy to the greatest po ssible

extent.

In accordance with the published statement on the CompanyAs c o mpttheipannigles camiaihed in the "Best
Practices", the following principle does not apply to the Company:

Principle Explanation

Principle 3.7 which states that princ iples 3.4 to This principle is not applicable to the Company. The Company has not
3.6 apply also to memk appointed persons to perform the tasks specified in principles 3.4  -3.6.
group which are material to its activity if they in entities of the Group, but has appointed persons in Group entities
appoint persons to perform such tasks. who serve as risk coordinators and report directly to persons
(see principles 3.4. - the remuneration of persons responsible for risk management and compliance in the Parent Entity
responsible for risk and compliance management (i.e. in the Company). Moreover, in 2022, following completion of the
and of the head of internal audit should depend on development of an IT tool for the compliance function, it is expected
the performance of delegated tasks rather than that compliance coordinators will be appointed in these companies. The
Company will also consider , in respect of group companies, the
development of a structure which would meet the criteria of principles
3.4.-3.6. in terms of the risk management and  compliance function. In
Group entities the audit function is fulfilled by the Internal Audit
Department of the Parent Entity (the Company).

short-term results of the company.

Principle 3.5. - persons responsible for risk and
compliance management report directly to the
president or other member of the management
board.

Principle 3.6. - the head of internal audit reports
organisationally to the president of the
management board and functionally to the chair of
the audit committee or the chair of the supervisory
board if the supervisory board performs the
function s of the audit committee).

In accordance with the published statement on the CompanyAs c o mptheipannigles camiaihed in the "Best
Practices", the follo wing principles are not applied

Principle Explanation

Principle 1.3.1 on integration of ESG factors The principle is partially applied . The Company includes ESG and
in the business strategy, including in environmental themes in its business strategy, and is fully conscious of its

particular environmental factors, including impact on its surroundings and on the need for the Company to develop in
measures and risks relat ed to climate compliance with the principles of sustainable development. The Company
change and sustainable development. regularly reports on risk analysis, emissions (scope 1, 2 and, since July 2021,

scope 3), energy usage, water intake and many other GRI indicators in the
non -financial and integr ated reports published by the Company. At present
KGHM is developing more detailed solutions in terms of developing plans
and strategic goals as regards climate, among others in the form of a
Climate Policy which will include emissions reduction targets,y  ardsticks and
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Principle

Explanation

Principle 1.3.2 on integration of ESG factors
in the business strategy, including in
particular social and e mployee factors,
including among others actions taken and
planned to ensure equal treatment of
women and men, decent working
conditions, respect
dialogue with local communities, customer
relations.

Principle 1.4.1 according to  which
acompany publishes on their website
information concerning the framework of

the ESG strategy that should explain how the
decision-making processes of the company
and its group members integrate climate

change, including the resulting risks.

Principle 2.1. which states that a company
should have in place a diversity policy
applicable to the management board and
the supervisory board, approved by the
supervisory board and the general meeting,
respectively. The diversity po licy defines
diversity goals and criteria, among others
including gender, education, expertise, age,
professional experience, and specifies the
target dates and the monitoring systems for
such goals. With regard to gender diversity
of corporate bodies, the participation of the
minority group in each body should be at
least 30%.

Principle 2.2. according to which persons
taking decisions to elect members of the
management board or the supervisory
board of companies should ensure that the
composition of those bodies is diverse by
appointing persons ensuring diversity,
among others in order to ach ieve the target
minimum participation of the minority
group of at least 30% according to the goals
of the established diversity policy referred to
in principle 2.1.

Principle 2.11.6. according to which, in
addition to its responsibiliti es laid down in
the legislation, the supervisory board
prepares and presents an annual report to
the annual general meeting once per year,
includes the information regarding the
degree of implementation of the diversity
policy applicable to the management board
and the supervisory board, including the
achievement of goals referred to in principle
2.1

emissions scopes and scenario analyses, as well as detailed descriptions of
the risks and opportunities related with climate change.

The principle is partially applied . The Company regularly publishes a broad

range of information on its actions as regards social and employee issues,
proper working conditions, respecting employee rights, dialogue with local

communities and relations with

its customers and stakeholders. In

accordance with planned regulations, such as the SFDR, the Company will

soon be providing

information

regarding employment at senior

management levels broken down by gender as well as information on

current and planned actions aimed at ensuring gender equ

ality.

At present the Company is developing more detailed solutions in terms of
developing plans and strategic goals as regards climate change, among
others in the form of a Climate Policy. This work includes, among others,

detailed descriptions of the risks and

opportunities related to climate

change as well as the modelling of decision -making processes in the

Company and Group entities in terms of questions related

to climate

change. The completion of this work will enable the appropriate
information to be provi

The principle is partially applied

ded on the website.

. While the Company does not have a

Diversity Policy as regards the Management Board and Supervisory Board,
due to the international scope of its o perations, cultural differences and the
nature of the sector in which the Group operates, the "Declaration of

Diversity

of

K

GHM Pol ska Mi edz S. .

operations the Company complies with discrimination prohibitions and
undertakes actions aimed at respecting diversity in the workplace. An
organisational culture is nurtured based on mutual respect, equality, access
to development opportunities and optimal use of employee talent

regardless of, among others: ethnic origin, age, gender,

sexual orientation,

nationality, citizenship, religious orientation, political convictions or trade
union membership. The Company aims at ensuring reasonable diversity in
the selection of persons to the management board and supervisory board.

The practical

application

of the ({dDecl ar a

respecting gender equality and sufficient selection in terms of expected
skills, knowledge, experience and education. The management and

supervisory teams are consequently composed of persons

gender s,

ages
approach to diversity in the
presented further in this Corporate Governance Statement.

of various
and experiences. Mo r
management and supervisory bodies is

The principle is partially applied. As described in reference to principle 2.1,

the Company does not currently have a Diversity Policy. Nonetheless the
Company aims at ensuring reasonable diversity in terms of the members of
the supervisory board and management board. The management and

supervisory teams are composed of persons of various gender
experiences.
the management and supervisory bodies is presented

Mo

s, ages and
on on th
further in this

re informati

Corporate Governance Statement.

The principle is not applied at present
the explanation regarding the non

due to a lack of a Diversity Policy (see
-application of principle 2.1.)
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Principle

Explanation

Principle 3.3. according to which a company
participating in the WIG20, mWIG40 or
sWIG80 index appoints an internal auditor to
head the internal audit function in
compliance  with  generally  accepted
international standards for the professional
practice of internal a uditing. In other
companies which do not appoint an internal
auditor who meets such requirements, the
audit committee (or the supervisory board if
it performs the functions of the audit
committee) assesses on an annual basis
whether such person should be a ppointed.

Principle 3.4. concerning the remuneration
of persons responsible for risk and
compliance management and of the head of
internal audit should depend on the
performance of delegated tasks rather than
short -term results of the company.

Principle 3.5. which states that persons
responsible for risk and compliance
management report directly to the presid  ent
or other member of the management board.

Principle 4.1. according to which a company
should enable their shareholders to
participate in a general meeting by means of
electronic communication (e -meeting) if
justified by the expectations of shareholders
notified to the company, provided that the
company is in a position to provide the
technical infrastructure necessary for such
general meeting to proceed.

Principle 4.8. according to which draft
resolutions of the general meeting on
matters put on the agenda of the general
meeting should be tabled by shareholders
no later than three days before the general
meeting.

Principle 4.9.1. which states that the
candidates for members of the supervisory
board should be nominated with a notice
necessary for shareholders present at the
general meeting to make an informed
decision and in any case no later than three
days before the general meeting; the names
of candidates and all related documents
should be immediately published on the
companyAs website.

The principle is partially applied . The Company has an Executive Director
for Audit. As not all of the criteria for independence as understood in
generally -recognised international internal audit standards are complied
with, the Company partially applies the principle.

The principle is partially applied . The remuneration of persons responsible
for risk and compliance management and of the head of internal audit in
the Company results from the Compa
Collective Labour Agreement, which links a part of the remuneration to the
CompanyAs profit for a given year
remuneration is partially linked to the achievement of specific tasks.

The person responsible for risk and compliance management reports
organisationally to the Executive Director for Audit, but in accordance with
t he CompanyAs Organisational Regul
autonomy which is expressed among others by directly reporting to the
Management Board and the Supervisor

The principle is not applied at present. q
introduction of the possibility of participation in general meetings using
electronic means of communication may carry risks of a legal and technical
nature leading to interference with the efficient conduct of General
Meetings, and as a result to the possible questioning of any resolutions
adopted. Un t bpnionCthenpirciplg &f participation in the
gener al meetings of KGHM Pol ska Mie
exercise the rights attached to owning the shares and protects the interests

of all shareholders. The Co rhp garigpAten ¢
of shareholders in general meetings in terms of the use of electronic means

of communication, and the Company is able to ensure the requisite
technical infrastructure to conduct such general meetings. The Company

will consider the impleme ntation of the principle i f the technical and legal
aspect no longer raise any doubts, and when such introduction will be
justified by a real need for this form of communication with shareholders.
Since 2016 KGHM Pol ska Mi ed z-ting stlkaming ¢
webcasts of its General Meetings.

The Company applies the Commercial Partnerships and Companies Code
in this regard. Un the CompanyAs opi
shareholders to propose items for the agenda during general meetings.

Years of practical experience by the Company have shown that proposals
of a sharehol der (pursuant to the
Commercial Par tnerships and Companies Code) of candidates to the
Supervisory Board usually occur during the course of a General Meeting,
i.e. in breach of principle 4.9.1.
that such announcements are made during the course of a General
Meeting, candidates are assessed with due consideration, based on
complete materials regarding the given candidate.

Principle 6.4. according to which as the The Company partially applies the princ iple. The members of the
supervisory board performs its  Supervisory Board are remunerated regardless of the number of meetings
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Principle

Explanation

responsibilities on a continuous basis, the  officially convened and held in a given calendar month. The Members of the

remuneration

meetings

additional workload on the committee.

held.

Diagram 14.

of  supervisory board Supervisory Board do not however receive remuneration if, for unjustified
members cannot depend on the number of reasons, th ey do not take part in any of the meetings of the Supervisory
The remuneration of Board officially convened and held in a given month. The members of the
members of committees, in particular the Committees do not receive additional remuneration. The partial lack of
audit committee, should take into account application of the principle is also due to impleme  ntation of the act dated 9

June 2016 on the principles of setting the remuneration of individuals
managing certain companies.

Corporate governance structure in KGHM Pol ska Mi
o0
[@m General Meeting
@ Audit Committee
o0 -
. — Remuneration
m Supervisory Board Eb Committee
Strategy Committee
o0

(i

Management Board

MAIN CHARACTERISTICSOF INTERNAL CONTROL AND RISK MANAGEMENT SYSTEMSAS APPLIED BY THE COMPANY
IN THE PROCESS OF PEPARING SEPARATE ANDCONSOLIDATED FINANCIAL STATEMENTS

To ensure reliability and accuracy as well as compliance with general laws in force and internal regulations, the process of
preparing the separate and con solidated financial statements is subject to internal audit and risk management systems,
comprised of the following:

Supervision of the
application of uniform
accounting principles by
the Parent Entity and
the companies of the

KGHM

Pol

ska

Group during the
process of preparing
reporting packets to
prepare the consolidated
financial statements of
KGHM Pol
S.A. Group

t he

Centralised financial and
accounting services

Finance and accounting

systems

M

S

In order to ensure truthfulness and accuracy in the keeping of the accounting records of the
Parent Entity and the unifor mity of the accounting principles applied when preparing the
financial statements of Group subsidiaries, the Management Board of the Parent Entity has
introduced for continuous use an Accounting Policy for the Group in accordance with
International Financi al Reporting Standards approved by the European Union which is
regularly updated in compliance with new regulations.

Control over the accounting policies applied in the process of preparing the financial
statements of KGHM Pol s IGmupllbsdihrzes iShaded on the abntrol f
mechanisms embedded in the functioning of the reporting systems.

The reporting packets of subsidiaries are also reviewed by appropriate services in the Parent
Entity.

KGHM Pol ska Miedz S.A. performs its account
accounting services structure. Bookkeeping in the Parent Entity is performed by the
Accounting Services Center under t he Head
centralisation of accounting services under a process model which provides for the
transparent breakdown of duties and responsibilities ensures minimisation of the risk of
bookkeeping errors and high -quality of financial statements. Actions are systematic  ally being
taken aimed at optimising the functioning of the accounting services structures and
enhancing the security of the process of bookkeeping accounting services.

KGHM Polska Mi e &.A. keeps accounting records in an integrated IT system. The modular
structure of this system ensures a transparent segregation of processes and duties,
coherence of accounting records and control over ledgers: special purpose ledger, general
ledger and sub -ledgers. Access to this data at v arious levels and in various units is available
via a well-developed reporting system. The Parent Entity continuously adapts the IT
information system to changing accounting principles or other legal standards. The Parent
EntityAs solutionsn drhe iUmplsgmdaretmsd of t he Gr

To ensure the legitimate utilisation and protection of systems, data, secure access to data
and computer equipment, appropriate organisational and systemic solutions have been
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Corporate risk
management

Internal audit

External audit

introduced. Access to the resources of the financial and accounting system, as well as
financial reporting, is limited by a system of authorisations that are granted to authorised
employees solely with respect to the duties which they carry out. These entitlements are
subject to regular revi ew and audits. Control over this access is carried out at each stage of
financial statements preparation, beginning with the entering of source data, through the
processing of data, to the generation of output information.

A key element in limiting the ris k of errors and misstatements in accounting for economic
activities are the actions taken which are aimed at increasing the use of IT tools to automate
control over and the settlement of purchases by the Company. These actions include:

- the Workflow system of electronic document settlement and approval,

- the system for transmitting data between the system in the Parent Entity and IT systems
in Group companies, and

- customer settlement based on e -invoices for procurement and sales.

Under the Corporate Risk Management Policy and Procedures and the Corporate Risk and
Compliance Committee Rules, corporate risk management is an on  -going process in the
KGHM Pol ska Miedz S.A. Group. Ri sk factor sns
are continuously identified, assessed and analysed in terms of their possible limitation.

The Department of Corporate Risk Management and Compliance is responsible for
coordination of the entire corporate risk management process and for developing the
methods and tools used by managers in the Parent Entity, its subsidiaries and projects, as
well as for risk monitoring and escalation, and for reporting incidents.

These activities also comprise risk management with respect to the process of preparing the
consolidated financial statements of the Group.

The process of corporate risk management is annually subjected to an effectiveness audit (in
compliance with the gui d&PWLniesst eodf CloBnepsatn iPersa

Detailed information regarding the  risk management system applied in the KGHM Polska
Miedz S.A. Group is presented in section 12

A fundamental element of risk management with respect to the functioning of control
mechanisms and the existence of risksinthe oper ati ons of KGHM Pol
work carried out by the Internal Audit Department. This work also indirectly strengthens the
process of preparing financial statements as well as their accuracy.

The Internal Audit Department carries outitstas ks based on the § Aud
calendar year approved by the Management Bo:
by the Audit Committee of KGHM Pol ska Mied?2z

The goal of an audit is to provide the Management Board and the Audit Committe e of the
Supervisory Board of KGHM Pol ska Miedz S.A.
on internal control and risk management systems as well as with analyses of business

processes within KGHM Pol ska Miedz S.eAdentlydrand
internal audit and institutional control, t
S.A. for each employee to exercise self -control in respect of their duties and for  all levels of
management to exercise their control as part of their coordination and supervision duties

In accordance with prevailing law, consolidated financial statements of the KGHM Polska
Miedz S.A. Gr o u pfor half eyearsrevievnant armuhl auditing by a certified
auditor. The Supervisory B oard selects the certified auditor through a tender process, based
on the recommendations of the Supervisory B
tender conducted by the Committee.

The appropriate entity to audit the financi
years 2019-2021 i s PricewaterhouseCoopers Po
odpowi edzialno$ciag Audyt sp. k.
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As part of the audit work performed the certified audito r performs, on the basis of prevailing
audit methodology, an independent evaluation of the accounting principles applied by
Parent Entity in preparing the financial statements and the accuracy and reliability of the
consolidated financial statements.

The effectiveness of the internal control system and the risk management system in the
process of preparing the financial statements is confirmed by the unqualified report on the
audit issued by the certified auditor from its audit of the separate and consolida ted financial
statements of KGHM Pol ska Miedz S.A.

Supervision over the The body which supervises the process of fi
process of financial which cooperates with the independent auditor is the Supervisory BoardA
reporting which is appointed by the Supervisory Board of the Parent Entity. The Audit Committee, in

accordance with its duties as set forth in the Act dated 11 May 2017 on certified auditors,
auditing firms and public oversight, in particular:

- monitors the process of financial reporting in terms of compliance with the Accounting
Policy approved by the KGHM Pol ska Miedz

- monitors the effectiveness of internal control systems, internal audit and risk
management,

wmn

- monitors the independence of the certified auditor and of the entity entitled to audit
financial statements, and

- conducts the process of selecting the entity entitled to audit financial statements of the
Parent Entity to provide a recommendation  to the Supervisory Board.

Monitoring of the process of financial reporting and assessment of the financial statements

by the Supervisory Board is the final step of the review and control carried out by this body,
ensuring the reliability and accuracy of t he data presented in the separate and consolidated
financial statements of the KGHM Pol ska Mie

Proper management of the process of keeping records and preparing financial statements
ensures the security and the high quality of the information

GENERAL MEETING

The General Meeting (GM) of KGHM Polska Miedz S. A. ardnarntone Company
extraordinary form, based on generally prevailing |l aw, time Statute

of KGHM Polska Miedz S.A. with its registered head office in Lubi
Board. In situations defined by the Commercial Partnerships and Companies Code, General Meetings may be convened by

the SupervisoryBoard or by shareholders. The Statutes of KGHM Polska Miedz S

to convene a General Meeting. The General Meeting of the Company is convened by an announcement published on the

Company website and in the manner set forth  in the Act dated 29 July 2005 on public offerings and conditions governing

the introduction of financial instruments to organised trading, and on public companies. A General Meeting may adopt

resolutions if at least one -fourth of the share capital is repr esented. Resolutions are adopted by a simple majority of votes

cast, unl ess the |l aw or the CompanyAs Statutes state otherwise. T
forth by the Commerci al Partner shi ps aStttesCAddtpralnssuesrelatedt the and t he C
functioning of the General Meeting are regulated by the 3Byl aws of

regi stered head office in Lubinj adopted by the GMmpanywyXs Magb i0t!
www.kghm.com.

The duties of the General Meeting include in particular:

1) examining and approving the report of the Management Board on the Company's activity and the financial statements,
including the financial statements of the Grou p, for the past financial year,

2) adopting resolutions on the distribution of profits or coverage of losses,

3) acknowledging the fulfilment of duties performed by members of the bodies of the Company,

4) changing the subject of the Company's activity,

5) changes in the Company Statutes,

6) increasing or decreasing the share capital,

7) the manner and conditions for retiring shares,

8) merging, splitting and transforming the Company,

9) dissolving and liquidating the Company,

10) issuing convertible bonds or senior bonds,

11) consenting to the disposal and lease of an enterprise or of an organised part thereof, as well as the attachment
of limited property rights to same,
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12) all decisions relating to claims for redress of damage suffered during the foundation of the Company, or from
managem ent or supervisory activities,

13) purchase of the Company's own shares, which are to be offered to employees or persons who were employed by the
company or by related companies for a period of at least three years,

14) establishing principles of the remuneration  of members of the Supervisory Board, and

15) establishing principles of the remuneration of members of the Management Board.

The schedule of work on organising the General Meetings of the Company is planned in such a way as to ensure that
the obligations towar ds shareholders are properly met and to enable them to exercise their rights.

The introduction of changes to the Company Statutes requires a resolution by the General Meeting and an entry in the
register of entrepreneurs of the  National Court Register. Cha nges in the Company Statutes are made by the General Meeting
in accordance with generally prevailing laws, in the manner and form prescribed by the Commercial Partnerships and
Companies Code, i.e. by a majority three -fourths of the votes cast in the presen ce of persons representing at least half of
the share capital.

Amongst the regulations of the Commercial Partnerships and Companies Code, in respect of the organisation of General
Meetings and shareholder rights, the Company applies only those regulations which are obligatory, i.e. those which require
the publication of announcements and relevant materials for the General Meeting on the Company website and the use

of electronic forms of contact with shareholders. Regulations enabling shareholders to partici pate in General Meetings
using electronic means of communication are not applied.

SHAREHOLDERS AND THHR RIGHTS

Detailed information on the ownership structure is presented in Section 11 of this report.

Shareholders of the Company exercise their rights in a manner and within the limits prescribed by prevailing law,
the St atutes of the Company and the Byl aws of the General Meeting of

Shareholders are entitled to exercise their voting rights either personally or through a proxy. The au thority to participate
in a General Meeting and to exercise voting rights should be granted in writing or in electronic form. All of the shares are
bearer shares. Each share represents one vote.

There is no limitation to the transfer of ownership rights to the shares of the Company or with respect to the execution
of voting rights on the shares of the Company, other than those generally prescribed by laws in force.

The Company has not issued securities which would grant special control rights in respect of the Company.

A shareholder is entitled in particular to the following:

1) toconvene an Extraordinary General Meeting if the said shareholder represents at least half of the share capital or has
been authorised by a court of registration and represents at least one -twentieth of the share capital,

2) to announce draft resolutions and their justification during a General Meeting which are in regard to matters
introduced to the agenda,

3) inaccordance with the Statutes, the Polish State Treasury as a shareholder ma y convene an Ordinary General Meeting
if the Management Board does not do so in the statutory timeframe as well as an Extraordinary General Meeting if it
considers its convening as warranted,

4) torequest that a matter included in the agenda be removed or no t considered,

5) to order the inclusion of specified matters on the agenda of the next General Meeting, if the shareholder
or shareholders represent at least one -twentieth of the share capital.

SUPERVISORY BOARD

The Supervisory Board of K&E&SHMh@opekmaMerdzsSpdrvi sory authority of
of the CompanyAs functional areas. According to the Statutes of t
10 members appointed by the General Meeting, 3 of whomareele ct ed by the CompanyAs employees. TF
Supervisory Board are appointed for a mutual term in the office, which lasts three years. The Supervisory Board selects

from among its members a Chairman of the Supervisory Board, his Deputy and, if neede d, a Secretary. The Supervisory

Board should meet at least once a quarter. For resolutions of the Supervisory Board to be valid all of the members of the

Supervisory Board must be invited to attend and resolutions must be adopted by an absolute majority of votes in the

presence of at least one -half of the members. Voting shall be open unless otherwise provided for by law or if any member

of the Supervisory Board requests a secret ballot.

The duties of the Supervisory Board include in particular the followin o

1) evaluation of the separate and consolidated financial statements and the report of the Management Board on the
Company's activities for the financial year,

2) evaluation of the Management Board's proposals for the distribution of profit or coverage of los ses,

3) report annually in writing to the General Meeting on the results of the evaluations referred to in points 1i 2,

4) submitting annual proposals to the General Meeting to discharge the members of the Board of Directors for the
performance of their dutie s in the financial year,
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5) examination and control of the Company's activities and financial status, and submission to the General Meeting of a
concise assessment of the Company's situation on an annual basis,

6) selecting a statutory auditor to audit the acc  ounts referred to in point 1,

7) determining the number of members of the Management Board for a given term of office,

8) appointment and dismissal of Management Board Members, subject to the provisions of Clause 12 of the Company's
Articles of Association,

9) suspending individual or all Members of the Management Board for important reasons,

10) delegating a Member or Members of the Board to temporarily perform the duties of Members of the Company's
Management Board who are unable to perform their duties,

11) fixing r emuneration for members of the Management Board and other terms and conditions of their agreements or
contracts,

12) approval of the Regulations of the Company's Management Board,

13) approval of the Company's annual and multi  -annual business plans, including the Company Strategy and the annual
budget,

14) giving its opinion on the Board's proposals to the General Assembly,

15) at the request of the Management Board giving its consent to:
a) acquisition and disposal of real estate, perpetual usufruct or share in real esta te (no resolution of the General

Meeting is required in this respect),

b) granting of sureties and loans to business entities in which the Company holds less than 1/3 of the votes from
shares or stocks at the General Meetings / Shareholders' Meetings of such  entities,

c) formation of and participation in commercial companies,

d) disposal of shares in the Company's subsidiaries,

e) establishment abroad of departments, companies, representative offices and other business units or entities,

f)  subscription for or acquisition  of shares in another Company,

g) establishment and winding -up of foundations,

h)  entering into contracts for legal services, marketing services, public relations and social communication services
and management consulting services, if the total remuneration for the services provided exceeds the net amount
of PLN 500 000, on an annual basis,

i) entering into an amendment to a contract for legal services, marketing services, public relations and
communication services and management consulting services, which increas  es the remuneration above the
amount referred to in point (h),

j)  entering into contracts for legal services, marketing services, public relations and communication services and
management consulting services where no maximum remuneration is provided for,

k) entering into a donation or another similar agreement with a value exceeding PLN 20 000 or 0.1% of the total
assets within the meaning of the Accounting Act of 29 September 1994, as determined on the basis of the last
approved financial statements,

I)  entering i nto a debt waiver or another similar agreement with a value exceeding PLN 50 000 or 0.1% of the total
assets within the meaning of the Accounting Act of 29 September 1994, as determined on the basis of the last
approved financial statements.

16) definngthe manner of exercising voting rights by the representatiyv
Meeting of companies with respect to which the Company is a dominant enterprise within the meaning of Article 4 (3)
of the Act on Competition and Consumer P rotection on the following matters:
a) incorporation by the company of another company;

b) amendments to the company's Memorandum or Articles of Association and objects of business;

c) merger, transformation, division, dissolution and liquidation of the company;

d) increase or reduction of the company's share capital;

e) sale and lease of the company's undertaking or its organised part and the creation of a limited right in rem
thereon;

f)  redemption of shares;

g) determination of remuneration of members of the Management Board and the Supervisory Board;

h)  provisions concerning claims for damage caused by the formation of the company or by its management or
supervision;

i) in the matters referred to in Article 17 of the Act of 16 December 2016, on the principles of state prope rty
management, subject to 8 34 (4) of the Articles of Associatio

17) expressing opinions on the Company's investments in fixed assets that meet one of the conditions:
a) an investment with a value exceeding 10% of the Company's fixed asset capital expenditure budget for the

financial year,
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b) an investment of more than 5% of the Company's capital expenditure budget in fixed assets for a given financial
year, if the investment does not meet the criterion of planned efficiency in comparison with the Company's
assumed rate of return on capital.

18) giving an opinion on reports drawn up by the Management Board on representation expenses, expenses for legal
services, marketing services, public relations and communication services and management consulting services,

19) giving its opinion on the principles of sponsorship activities and assessing the effectiveness of the Company's
sponsorship activities,

20) giving an opinion on the change in the rules for disposing of
Association,

21) approving the remuneration policy for the Group,

22) acceptance of a uniform text of the Company Statutes, prepared by the Management Board,

23) drawing up and submitting to the Ordinary General Meeting for approval the annual report on the activities of the
Supervisory Board ,

24) examining the assessment, submitted to the Supervisory Board, of the effectiveness of the internal control, risk
management and compliance systems, as well as the internal audit function and the Management Board's report in
this regard.

The Supervisory Board operates on the basis of generally prevailing law, the Statutes of the Company and the Bylaws of the
Supervisory Board. The Byl aws and Statutes of t wew.lgumpna.ny are avai

The composition of the Supervisory Board in 2021 was as follows:

1 Januaryz 20 April z 6 Julyz 16 Augustz 25 Octoberz
20 April 6 July 16 August 25 October 31 December

Agnieszka Winnik -Kalemba \ \ \ V' (Chairwoman) V' (Chairwoman)
Bartosz Piechota \ \% \Y \% \
Marek Pietrzak \ \Y \Y \%
Bogustawl®Szare \ \Y \Y \Y] \Y;
Jarostaw Janas \% \ \ \Y \Y
Jozef Cz%czers \ \Y \% \Y] Vv
Andrzej Kisielewicz V (Chairman) V (Chairman) V (Chairman) \% \
Katarzyna Lewandowska \
Przemystaw Dar \ \Y \Y Vv V;
Robert Kaleta \Y \% \%
Katarzyna Krupa \ \% \%

( elected by Employees

As of 31 December 2021 the Me mber s of the Supervisory Board of KGHM Pol ska Mied
Janas, Agnieszka Winnik z Kalemba and Robert Kaleta submitted declarations on meeting independence criteria, specified

in the Act of 11 May 2017 on Auditors, Audit Fi rms and Public Supervision, and have no actual and material relations with

any shareholder who holds at least 5% of the total vote in the Company (principle 2.3. of Best Practices).

SUPERVISORY BOARD CMMITTEES

Within the structure of the Supervisory  Board are three committees which serve in an auxiliary role to the Supervisory Board
in the preparation of assessments, opinions and other actions aimed at reaching decisions which must be made by the
Supervisory Board.

Audit Committee

The composition of the Audit Committee in 2021:

1 Januaryz 20 April z 23 Augustz 25 Octoberz 20 Decemberz
20 April 23 August 25 October 20 December 31 December
Agnieszka Winnik -Kalemba \ \ \ \ \Y
(Chairwoman) (Chairwoman)
Bartosz Piechota \% \% \% Y, \
Marek Pietrzak \% \% V' (Chairman)
Bogustaw Szare \ \% \% Y, \
Jarostaw Janas \ \ \ \ V (Chairman)
Katarzyna Lewandowska \
Przemystaw Dar v v v v v
Robert Kaleta \Y \% \Y
Katarzyna Krupa \% \% \%
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In accordance with the Bylaws of the Supervisory Board the tasks  of the Audit Committee are as follows:

1) monitoring of:
a) the financial reporting process,
b) the effectiveness of internal control systems and risk management systems, compliance monitoring as well as
internal auditing, including financial reporting,
c) the conduct of financial review, in particular the conduct of audits by the auditor, reflecting all of the conclusions
and recommendations of the Polish Audit Supervision Agency arising from audits conducted in the auditing firm,
2) conducting reviews of transact ions carried out by the Company, which the Audit Committee considers as significant
for the Company,
3) providing an opinion on the CompanyAs internal audit plan and t
position of Internal Audit Director who  reports directly to the President or other Member of the Management Board,
4) analysis of the conclusions and recommendations of the Company's internal audit from monitoring the degree of
implementation of recommendations made by the Company's Management Boar d,
5) auditing and monitoring the independence of the certified auditor and the auditing firm, in particular if the auditing
firm provides services to the Company apart from auditing,
6) informing the Supervisory Board of audit results and explaining to what deg ree such audits have resulted in the
transparency of financial reporting in the Company, and also the role of the Audit Committee in this process,
7) assessing the independence of the certified auditor and expressing consent for the certified auditor to provi de
permitted non -auditing services in the Company,
8) developing a policy to select the auditing firm for conducting audits,
9) developing a policy for the auditing firm conducting audits, through entities related to the said auditing firm and by a
memberofthe audi ting firmAs net wor k;auditing sepvicesvi de permi tted non
10) setting forth the CompanyAs procedures for selecting an auditin
11) presenting the Supervisory Board with the recommendations referred to in art. 16 section 2 of Decree No. 537/2014
(i.e. recommendations regarding the appointment of a certified auditor or auditing firms), in accordance with the
Policies in points 8 and 9 above,
12) submi tting recommendati ons ai med at ensuring the transparency o
13) making a recommendation to the Supervisory Board on the appointment of an independent auditor to review the
internal audit function
14) other tasks ordered by the Supervisory Board.
Members of the Audit Committee that met the criteria for independence as defin ed by art. 129 sec. 3 of the Act dated 11
May 2017 on certified auditors, auditing firms and public oversight:

- Agnieszka Winnik-K al e mb a, Bartosz Piechota and Jaonoffomdwanuby 2@5toser ving i
31 December 2021 ,

- Marek Pietrzak se rving in the function from 1 January 2021 to 25 October 2021

- Robert Kaleta serving in the function from 23 August 2021 to 31 December 2021

The qualifications of the CommitteeAs members in the awelass of acco
knowl edge and skills in the sector in which KGHM Polska Miedz S.A.
professional practice of the CommitteeAs members. Foll owing is det

accounting or the auditing of financial statements as well as their knowledge and skills in the sector in which KGHM Polska
Miedz S.A. operates.

In the period from 1 January 2021 to 25 October 2021 Marek Pietrzak was selected as a member possessing qualific ations
in the field of accounting or the auditing of financial statements, resulting from his education (among others the title of | egal
adviser and Executive Master of Business Administration and completion of post -graduate studies in accounting and
corporate finance at the SGH Warsaw School of Economics), experience and professional practice (among others
supervision and management of commercial law companies).

In the period from 25 October 2021 to 31 December Bartosz Piechota was selected as a member possessing knowledge
and skills in accounting resulting from his education (among others, graduation from IESE Business School within the
Advanced Management Program (AMP) experience and professional practice - performing the function of a member of the
manag ement board in commercial law companies, including the one responsible for the area of finance, performing the
function of a member of supervisory boards, including the function of a member of audit committees of supervisory boards,
consulting in restructu ring processes and performing the function of a chairman of creditors' committees in restructuring
proceedings.

Bogustaw Szarek was selected as a member possessing knowledge and
operates resultingfrom many years of employment (since 1982) in KGHM Pol ska M
the Supervisory Board of KGHM Pol ska Miedz S.A. since 2012, as a
Board elected by employees.

In 2021 there were 11 meetings of the Audit Committee.
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Remuneration Committee

Composition of the Remuneration Committee in 2021:

1 Januaryz 20 April z 23 Augustz 25 Octoberz
20 April 23 August 25 October 31 December

Jbzef Czyczerstk \ \ \Y Vv
Marek Pietrzak \ \ \
Bogustaw Szarek \ \ \Y \Y,
Andrzej Kisielewicz V (Chairman) V (Chairman) V (Chairman) V' (Chairman)
Jarostaw Janas \ \ \Y \Y
Katarzyna Lewandowska \% \Y \Y
Przemystaw Dar ¢ \ \ \Y \Y
Katarzyna Krupa \% \%
Agnieszka Winnik - Kalemba \% \%
Bartosz Piechota \% \%

In accordance with the Bylaws of the Supervisory Board the tasks of the Remuneration Committee are as follows:

1) the management of issues related to the recruitment and employment of members of the Management Board by
preparing and arranging draft documents and processes to be submitted for the acceptance of the Supervisory Board,

2) the preparation of draft contracts/agreements and other sample documents related to the establishment of an
employment relationship with Members of the Management Board and oversight of the execution of the contractual
obligations by the parties,

3) oversight of the execution of the Management Board remuneration system, in particular the preparation of settlement
documents with respect to variable /exchangeable bonus elements of the remuneration in order to submit
recommendations to the Supervisory Board on the remuneration of Members of the Management Board and
Supervisory Board ,

4) monitoring and periodic assessment of the remuner ataidoin system
necessary, the preparation of recommendations for the Supervisory Board,

5) oversight of the proper execution of additional benefits for Members of the Management Board arising from
agreements binding Members of the Management Board with the Company , such as insurance, company cars,
housing, etc.,

6) other tasks ordered by the Supervisory Board.

Strategy Committee

Composition of the Strategy Committee in 2021:

1 Januaryz 20 April Z 23 Augustz 25 October z

20 April 23 August 25 October 31 December

J6zef Czyczers \ \ \ \4
Marek Pietrzak \ \ \
Bogustaw Szare \ \ \ \%
Bartosz Piechota V (Chairman) V (Chairman) V (Chairman) V (Chairman)
Agnieszka Winnik -Kalemba \ \ \ \4
Katarzyna Lewandowska \
Przemystaw Dar \ \ \ \4
Robert Kaleta \ \

In accordance with the Bylaws of the Supervisory Board the tasks of the Strategy Committee are as follows:

1) execution on behalf of the Company's Supervisory Board of tasks in the area of oversight of issues associated with the
Company's strategy and the ann ual and long -term operating plans of the Company,

2) monitoring execution of the Company's strategy by the Management Board and issuing opinions on the degree to
which the existing strategy is able to deal with changes in the actual situation,

3) monitoring exec ution of the annual and long -term operating plans of the Company by the Management Board, and
assessment of whether these plans need to be modified,

4) assessment of the consistency of the annual and long -term operating plans of the Company with the Company's
strategy as executed by the Management Board, and the presentati

documents,

5) submission to the Company's Supervisory Board of its opinions regarding the draft strategies of the Company and any
changes thereto and of the annual and multi -year operating plans of the Company, as presented by the Company's
Management Board, including budget,

6) other tasks ordered by the Supervisory Board.

The detailed rights, scope of activities and manner of work of these Committee s are described by bylaws approved by the
Supervisory Board. After the end of the year the Audit, Remuneration and Strategy Committees submit reports on their
activities to the Supervisory Board.
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MANAGEMENT BOARD

The duties of the Management Board include  all matters pertaining to the functioning of the Company which have not been

reserved by the Commercial Partnerships and Companies Code and the Statutes of the Company to the duties of the

General Meeting and the Supervisory Board. A detailed description of the Management Boar dAs scope
obligations and the manner in which it functions may be found in the Bylaws of the Management Board.

According to the Statutes of KGHM Pol ska Miedz S.A., the Company.
persons, appointed for a mutual term of office. The term of office of the Management Board lasts three consecutive years.

The number of members of the Management Board is set by the Supervisory Board, which appoints and dismisses the

President of the Mana gement Board and the Vice Presidents. The Supervisory Board appoints the members of the

Management Board following the conduct of qualification proceedings, the goal of which is to review and evaluate the

qualifications of candidates and to select the best  candidate for Member of the Management Board, with due regard being

given to sec. 5 and sections 7 to 12 of Statutes concerning the appointment or recall of an employee -elected member of the

Management Board. The members of the Management Board, including any such chosen by the employees, may be recalled

by the Supervisory Board prior to the expiration of their term, which in no way shall interfere with their rights arising fro m

their employment contract or other legal relationship relating to their functi oning as a member of the Management Board.

The result of elections of an employee -elected member of the Management Board, or the result of voting for their recalling,

shall be binding upon the Supervisory Board, as long as in the said voting for either the ir appointment or recalling at least

50% of the CompanyAs employees have partici peleceed membehefthel ecti on a
Management Board requires an absolute majority of the votes cast.

The Management Board operates based on gen erally prevailing law, the Statutes of the Company and the Bylaws of the
Management Board of KGHM Polska Miedz S.A. For resol uthidoohs of the
the members of the Management Board must be present. Resolutions of the Management Board are approved by a simple

majority of the votes cast. In the case of a tie vote being cast either for or against a given resolution, the President of t he

Management Board casts the deciding vote. Resolutions of the Management Board shall be  adopted in open voting unless

otherwise provided for by law or if any member of the Management Board requests a secret ballot.

A detailed list of the matters requiring a resolution of the Management Board is incl uded in the Bylaws of the Management
Board of KGHM Polska Miedz S.A. approved by the Supervisory Board.

The authority of the Management Board to pass decisions on the issuance or redemption of shares is statutorily limited.

The shares of the Company may be redeemed given shareholder consent through their acquisition by the Company

(voluntary redemption). Redemption may not be carried out more than once per financial  year. A resolution of the General

Meeting on the redemption of shares may be preceded by an  agreement entered into with a shareholder ~ whose shares are

to be redeemed . Un accor danckEpointié bfihe §t&es of the Company, any increase in share capital or

issuance of shares requires the approval of the General Meeting. Thesamehol ds true for the issuance of b
point 10 of the Statutes of the Company). The Management Board of the Company does not have the authority to increase

the share capital or issue the shares of the Company under conditions specified in art. 444 -446 of the Commercial

Partnerships and Companies Code.

The delegation of duties of the Management Board is presented in Section 17 of this report. In 2021 there were following
changes in the Management Board and the composition of the Management Board:

- on 23 March 2021 the Supervisory Board of the Company, having the intention to synchronize the term of office and
the mandate , adopted resolutions on dismissing, as of 15 April 2021, of all members of the 10th-term Management
Board of KGHM Polisedasfoldivse dz S. A. ,
A Marcin Chludzinski (President of the Managemend6JBlp2018d of KGHM
Adam Bugajczuk (Vice President of Management Board (Development) appointed as  of 24 August 2018),
Pawetlt Gruza ( ViiMaregeReneBsarddleterrtatiomal Assets) appointed as  of 10 September 2018),
Kat ar zyna KrGigol ¢/iveaPiesideat of Management Board (Finance) appointed as  of 6 July 2018),
Radost aw Stach (Vice President of Mamaa @dulg20i8). Board (Production

> > > >

- on 23 March 2021 the Supervisory Board of the Company adopted resolutions on the appointment, as of 16 April 2021,
tothe 11th-term Management Board of KGHM foRowling Membeldiofehe Han&enfent Board
A MarcinChludzi nski (President of the Management Board of KGHM Pol ska
A Adam Bugajczuk (Vice President of Management Board (Development)),
A Pawet Gruza (Vice President of Management Board (UYnternational
A Andrzej Kensbok (Vice President of Management Board (Finance)).

- on 14 May 2021 the Supervisory Board of the Company adopted a re
as of 15 May 2021, as Vice President of the Management Board (Pr
- on 25 October 2021 the S upervisory Board of the Company adopted a resolution on the appointment of Marek Pietrzak
as of 26 October 2021, as Vice President of the Management Board
- on 21 February 2022 the Supervisory Board of the Company adopted a resolution on dismissalof Dari usz Swi der ski
serving in the function of Vice President of the Management Board (Production) of KGHM Pol ska Miedz S.A.
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- on 22 February 2022 the Supervisory Board of the Company adopted a resolution on temporary assignment of duties
of Vice President of the Management Board (Production) to Marek Pietrzak until the settlement of qualification
proceedings for the function of Vice President of the Management Board (P roduction) ,

- on 14 March 2022, the Supervisory Board of the Company, following the qualification proceedings for the function of
Vice President of the Management Board (Production), adopted a resolution on the appointmentof Mar ek Swider as
of15March2022 t o the Management Board of KGHM Polska Miedz S.A., gra

the 11th term Management Board (Production) of KGHM Polska Miedz
AUDIT FIRM AUDITING THE FINANCIAL STATEMENTS

Permitted non -auditing services were prov ided to the Company by the firm auditing its financial statements. In each case
the Audit Committee evaluated the independence of the auditing firm and expressed its consent to the provision of these
services.

Detailed information on remuneration of the en ity entitled to audit the financial statements for the review and audit of
financial statements and other remuneration is presented in note 12.10 of the separate and consolidated financial
statements.

In 2021 the Company implemented an updated Policy of K GHM Pol ska Miedz S.A. for the selectio
conduct audits of the financial statements, adopted by ~ Resolution No. 151/X/21 of the Supervisory Board of KGHM Polska

Miedz S.A., dated 22 October 2021 pfaree Pokcyfbrtpermitted nre |-auditing servicespo |l i cy) a
to be provided by the auditing firm conducting audits of the KGHM Pol sk a thiigh ehtities 8ssotiatedGr o u p

with the auditing firm  and through members of the auditing f i r mA's n et wor ke ResaldtiondNb. &52/X/B1y of theh
Supervisory Board of KGHM Polska Miedz S.A. dated 22 October 2021

Main tenets of the Selection policy :

- maximum uninterrupted period of providing services by a given auditing firm of audits of the financial statements
amounting to 10 years , followed by a grace period of at least 4 years, with the provision that the key certified auditor
may not carry out the statutory audit for ~ more than 5 years,

- transparency, accuracy and honesty in all procedu res involving the selection of the auditing firm,

- equal opportunity for all of the auditing firms meeting the Comp

- appropriate substantive preparation and due diligence of persons selected within the Company to carry out t he
Selection policy,

- documentation of selection procedures performed and evaluation of offers in a manner which ensures the
transparency of the actions taken.

Main assumptions of the Services policy:

- limitation of the scope of permitted non  -auditing servic es ordered from the auditing firm or a related entity thereof;
maximum total remuneration for the services provided in this regard is limited to 70% of the average remuneration
paid out during the last three financial years due to providing statutory audit ing services,

- need to review the purpose and necessity for purchasing permitted non -auditing services from the auditing firm or a
related entity thereof on an individual basis,

- active participation of the Audit Committee in the process of evaluating threats to and the security of the independence
of the auditing firm in providing permitted non  -auditing services,

- signing of an agreement and the providing of services, as well as any change in the scope of the services or remuneration
thereof, will be possible only after the Audit Committee has provided the requisite consent.

The entity authorised to audit the financial statements for the years 2019 -2021 is PricewaterhouseCoopers Polska Sp o6t ka z
ograni czona odp oAudytesp.k iThe|selestdre bfghe auditing firm was made as a result of an organised
procedure of selection, which met the existing criteria.

DIVERSITY POLICY APRIED TO THE ADMINISTRATIVE, MANAGEMENT AND SUPERVISORY BODIES OF THE COMPANY

KGHM Pol ska Miedz S. A.inpaomgihgi deessitylwahsrdspeq to #scemployess. As a global company,

active on global markets, labour and employee relations standards are applied which are consistent with local laws in force,

as well as with those defined by international institut  ions. Existing regulations and policies reflect the good of employees

and mutual relations, based on best practice, regardless of the |t

KGHM Pol ska Miedz S-digcriminatoryeeaviranment &an m avorkplace, and consequently no form of
discrimination is tolerated, especially as regards gender, age, origin, citizenship, religion, political opinion and trade un ion
membership.

KGHM Pol ska Miedz S.A. manages di v e rtonaltcyturdbasechon mitualgespad:, equial e at i ng an
treatment, access to development opportunities and the utilisation of employee potential. The approach to management
of diversity is defined by the ({dDeclaration of Diversity of KGHM F

Moreover , in KGHM Pol ska Miedz S.A. the process of recruitment is cor
and equal access to employment. All candidates meeting the criteria set forth for a given recruitment process are treated
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equally. The par ticipants in this process adhere to the ban on discrimination. They endeavour to ensure a rational degree
of diversity in the process of selecting individual employees, while maintaining the primacy of knowledge, substantive skills
and social ability.

The management of diversity also applies to members of the Supervisory Board and Management Board of KGHM Polska
Miedz S. A. The manag e ibeamn menmberd ars diveree interns of ggnder, age and experience:

Table 52, Structure of diversity amongst manageme nt and supervisory board members of the Company as at 31
December 2021

Structure of Women Men
gender diversity Supervisory Board 2 7
of KGHM Pol ska Mie
Management Board 6

of KGHM Pol ska Mie

Structure of age <40 years 40-50 years  51-60 years >60 years

diversity Supervisory Board - 4 2 3
of KGHM Pol ska Mie
Management Board - 4 2 )

of KGHM Pol ska Mi e

Employment  in <5 years 5-10years  11-20 years >20 years

KGHM Polska Supervisory Board 6 1 - 2
Miedsz s. A, OfKGHMPol ska Miedz
Management Board 4 1 - 1

of KGHM Pol ska Mie
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APPENDIX2 KGHM P OL S K®A GROEPITRUCTURE

Percentages represent the total share of the Group

KGHM Pol ska Miedz S. A.

KGHM (SHANGHAI) COPPER
PeBeKa S.A. 100% CBJ sp. z 0.0. 100% 100%
TRADING CO., LTD.

BIPROMET S.A. 100% | NOVA Spét ka |100% TUW-CUPRUM @ 100%

KGHM CUPRUM ) )
KGHM TFI S.A. 100% ‘< p I 100% Zagtebie Lubi i 100%

POL- MI EDZ TRA

KGHM VII FIZAN 100% 100% ., MCz"” S. A. 100%
Sp. z 0.0.
Fundusz Hotele 01 PMT Linie Kolejowe Cuprum Nieruchd
100% 100% 100%
Sp. z 0.0. Sp. z 0.0. Sp. z 0.0.
Fundusz Hotele 01 KGHM Centrum Analityki
100% KGHM ZANAM S.A. 100% 100%
Sp. z 0.0. S.K.A. Sp. z 0.0.
INTERFERIE S.A. 70% OO0 ZANAM VOSTOK 100% Future 3 Sp. z 0.0. 100%
Interferie Medical SPA N
90% .Energetyka s| 100% Future 4 Sp. z o.0. 100%
Sp. z 0.0.
Cuprum Development .
sp. 700 100% WPEC w Legnicy S.A. 100% Future 5 Sp. z 0.0. 100%
Polska Grupa Uzdrowisk Future 7 Sp. z 0.0.
100% KGHM Metraco S.A. 100% o 100%
Sp. z 0.0. in liquidation
Uzdrowi sko P( CENTROZtOM MERCUS Logistyka
100% 100% 100%
Grupa PGU S.A. WROCLAW S. A Sp. z 0.0.
Uzdrowi ska Kt 01000/ Walcownia Metali 85% PHU , Lubi npe 100%
- Grupa PGU ’ Niezelaznych 4 ° Sp. z 0.0. ’
Uzdrowi sko Swier
-Czerniawa Sp. z 0.0. 99% Future 1 Sp. z 0.0. 100% NITROERG S.A. 87%
- Grupa PGU
Uzdrowisko Cieplice NITROERG SERWIS
99% KGHM Kupfer AG 100% 3 87%
Sp. z 0.0. - Grupa PGU Sp. z 0.0. ¢
NANO CARBON Sp. z 0.0. KGHM INTERNATIONAL LTD.
T @ 49% 100%
in liquidation Group
1) joint venture accounted for using the equity method KGHM INTERNATIONAL LTBroup structure presented
2) unconsolidated subsidiary in Appendix 3

3) actual Group interest - 87%
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APPENDIX 3 KGHM INTERNATIONAL LTD. GROUP STRUCTURE

Percentages represent the total share of the Group

KGHM INTERNATIONAL LTD.

. KGHM AJAX
FNX Mining Company Inc. 100% 0899196 B.C. Ltd. 100% 80%
MINING INC.
. . Sugarloaf
DMC Mining Services Ltd. 100% KGHMI HOLDINGS LTD. 100% @ 80%
Ranches Ltd.

DMC Mining Services Chile
gSpA 100% Quadra FNX FF 100% Robinson Holdings (USA) Ltd. 100%
uadra FNX Holdings Wendover Bulk
Q ) g 100% Aguas de la Sierra Limitada 100% ) 100%
Partnership Transhipment Company

Raise Boring Mining Quadra FNX Holdings Chile Robinson Nevada Mining
) o | 100% o 100% 100%
Services S.A. de C.V. Limitada Company
FNX Mining Company USA Sierra Gorda .
100% 2 55% Carlota Holdings Company 100%
Inc. s.cMm. ¢
DMC Mining Services Carlota Copper
. 100% 100%
Corporation Company
Centenario Holdings Ltd. 100%
Minera Carrizalillo SpA 100%
KGHM Chile SpA 100%

FRANKE HOLDINGS LTD. |100%

Sociedad Contractual

100%
Minera Franke 00%

DMC Mining Services Colombia

100%
SAS ’

DMC Mining Services (UK) Ltd. 100%

1) name chamged to DMC Mining Services Mexico, S.A. de C.V. (as at 11 February 2022)
2) joint venture accounted for using the equity method
3) actual Group interest - 80%
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APPENDIX 4 ACTIVITIES OF SUBSIDIARIES AND JOINT VENTURESORK GHM P OL SKA MI EDZ

COMPANIES IN POLAND

Entity Head Office Activities
mining of copper ore, excavation of salt, production of copper and precious
metals
generation, transmission and distribution of electrical and heating energy;
water -sewage management; trade in oil -based products
mine construction (construction of  shafts and drifts), construction of
PeBeKa S.A. Poland roadway/railway tunnels; specialist construction, drilling services
(geological/exploration drilling)
production of mining machinery and equipment, construction machinery;
Poland machinery repairs; pro duction maintenance services; advancement of
investments; steel construction services; roadway cargo transport

KGHM Pol ska Mi e Poland

gEnergetykaj s p Poland

KGHM ZANAM S.A.

KGHM CUPRUM Poland design and R&D activities
Sp.z0.0.-CBR
research and chemical -physical analysis; measurement of imissions and
emissions; industrial research
design and production z innovative solutions in electrical engineering,
INOVA the Company z 0.0. Poland automated equipment and communication systems; certification and
attestation of machinery and equipment
trade and processing of non -ferrous metals scrap; rhenium recovery from
KGHM Metraco S.A. Poland acidic industrial waste; processing of shaft slag into road  -building material
and sale of such; trading in salt; recovery of copper and silver from smelter
tiles; trading in chemical factors
POLMUEDZ TRANS Poland railway cargo transport
NITROERG S.A. Poland production of explosives, fuel additives and initiating systems
MERCUS Logistyka sp. z 0.0. materials logistics; trade in consumer goods; production of bundled
electrical cables and hydraulic cables; passenger roadway transport
comprehensive drilling and blasting work for mines, sales of explosives and
initiating systems
recovery of raw materials from segregated materials ~ z purchase and sale
CENTROZEOM WRB®AC Poland of metal scrap, waste recycling, sale of metallurgical products and
production of reinforcing building materials

CBJ sp. zo.o. Poland

A

Poland

NITROERG SERWIS Sp. z 0.0. Poland

Walcownia Metali

Ni ezel aznych Poland production of pressed goods from copper and its alloys; rolling services
QL ABEDYj S. A.

PHU (QLubi npexj Poland gastronomic, commercial and catering services

PMT Linie Kolejowe Sp.zo.0.  Poland authorized management of railway infrastructure

KGHM TFI S.A. Poland creation and management of investment funds

hotel services combining active recreation with sanatorium  -healing,

INTERFERIE S.A. Poland e .
rehabilitation, SPA and wellness services
Interferie Medical SPA Sp. z ) I . .
00 P Poland hotel, recreation, rehabilitation, h  ealth tourism and wellness services
) roduction of heat from its own sources, transmission and distribution of
WPEC w Legnicy S.A. Poland P

heat, servicing
Uzdrowi ska Kt od

- Grupa PGU

Uzdrowi sko Potc

PGU S.A. services in the following areas: spa -healing, sanatorium, preventative
Uzdrowisko Cieplice sp. z 0.0.  Poland medicine, rehabilitation, biological renewal, recreation based on natural
Z Grupa PGU healing materials and bioclimatic conditions

Uzdrowisko

Swi er aCdefnimwa
Sp. z 0.0. - Grupa PGU

Fundusz Hotele 01 Sp. z 0.0. . . . o
P special-purpose companies operating within the structures of the KGHM VII

Fundusz Hotele 01 Sp. z o.0. Poland FIZAN investment fund

S.K.A.

Polska Grupa Uzdrowisk Sp. z poland centre of common services for entities operating within the structures of the
0.0. investment fund

KGHM VII FIZAN Poland closed-end, non -public investment fund - investing cash
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Entity Head Office Activities
. hospital services; medical practice; activities related to protecting human

qQMCZzj S.A. Poland P \ . P P 9

health; occupational medicine
Zagltebie Lubin Poland management of a football club, organisation of professional sporting events

design services, consulting, technical conceptual work, general realisation of
BIPROMET S A. Poland desig . P g

investments, rental of real estate
Cuprum Development poland activities related to real estate market services, construction services, design
sp. z 0.0. work and financing
Cuprum Nierucho . .

Poland company not engaged in operations
sp. z 0.0.
KGHM Cent Analityki L . . . .
sp.20.0 entrum Analitykd Poland support of data analysis in the Group ,including BigData creation
Future 3 Sp. z 0.0.
Future 4 Sp. z 0.0.
Future 5 Sp. z 0.0. Poland companies not engaged in operations
Future 7 Sp. z 0.0. in
liquidation
NANO CARBON Sp. z 0.0.in ) s )
L P Poland production of graphene and research into its properties
liquidation
Towarzystwo Ube . . . .
Poland insurance services on a reciprocal basis

Wzajemnych CUPRUM ¢

1) Entity excluded from consolidation

INTERNATIONAL COMPAN IES(AND FUTURE 1 SP.Z 0.0.)

Entity

Head Office Activities

DIRECT SUBSIDIARIES
Future 1 Sp. z 0.0.

KGHM (SHANGHAI) COPPER
TRADING CO. LTD.

Poland

China

management and control of other companies, including the KGHM
INTERNATIONAL LTD. Group

Service and coordination activities involving copper/rhenium sales and
procurement support

INDIRECT SUBSIDIARIES

COMPANIES BELONGING TO Future 1 Sp. z o0.0.

KGHM INTERNATIONAL LTD. Canada the founding, development, management or control of companies in the
KGHM INTERNATIONAL LTD. Group

KGHM Kupfer AG Germany in 2021 did not engage in operations

COMPANIES BELONGING TO

KGHM INTERNATIONAL LTD.

KGHM Ajax Mining Inc. Canada development of copper mining projects

Sugarloaf Ranches Ltd. Canada agricultural activities (this company owns assets in the form of land
designated for future mining activities related to the Ajax project)

Robinson Nevada Mining USA copper ore mining, production and sale of copper

Company

Carlota Copper Company USA copper ore leaching, production and sale of copper

FNX Mining Company Inc. Canada mining of copper and nickel ore, production and sale of copper and nickel

Sociedad Contractual Minera Chile copper ore leaching, production and sale of copper

Franke

Aguas de la Sierra Limitada Chile the ownership and exercise of water rights in Chile

Robinson Holdings (USA) Ltd.  USA technical and management services

DMC Mining Services USA contract mining services

Corporation

KGHM Chile SpA Chile management and exploration services

Minera Carrizalillo SpA Chile the ownership of water and deposits rights

Wendover Bulk Transhipment USA shipment services

Company

Raise Boring Mining Services, = Mexico mine drilling services

S.A. de C.V. from 11 February

2022 DMC Mining Services

Mexico, S.A. de C.V.)

KGHMI Holdings Ltd. Canada the management and control of other companies
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Entity

Head Office Activities

Carlota Holdings Company
Quadra FNX FF(
Centenario Holdings Ltd.
Franke Holdings Ltd.

Quadra FNX Holdings Chile
Limitada

FNX Mining Company USA Inc.

Quadra FNX Holdings
Partnership

0899196 B.C. Ltd.

DMC Mining Services Ltd.
DMC Mining Services Chile
SpA

Sierra Gorda S.C.M.

DMC Mining Services
Colombia SAS

DMC Mining Services (UK) Ltd.

USA the management and control of other companies
Luxembourg  financial services

Canada the management and control of other companies
Canada the management and control of other companies
Chile the management and control of other companies
USA the management and control of other companies
Canada the management and control of other companies
Canada the managemen t and control of other companies
Canada contract mining services

Chile contract mining services

Chile the operation of an open -pit copper and molybdenum mine

Colombia contract mining services

United contract mining services
Kingdom

SUBSIDIARY OFKGHM ZANAM S.A. (99%)and Pr zedsi ebBwdaesww Kopaln PeBeKa S. A.

Obszczestwo s ograniczennoj
otwietstwiennostju ZANAM
VOSTOK

Russian sale and after -sales service of mining machinery produced by KGHM ZANAM
Federation S.A.
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