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RESULTS MEETING: PRESENTATION OF 1H 2018 RESULTS OF THE KGHM POLSKA 

MIEDŹ S.A. GROUP. 

 

TOMASZ POŹNIAK - ADVISOR TO THE MANAGEMENT BOARD: Good afternoon ladies 

and gentlemen, welcome to the conference devoted to the results of the KGHM Polska 

Miedź S.A. Group in the first half of 2018. Our presentation will follow the standard 

format, firstly, the introduction and recap that will be presented by the President and 

CEO, Marcin Chludziński, followed by the financial part presented by our CFO, Katarzyna 

Kreczmańska-Gigol. So, without further ado, I give the floor to the CEO. 

 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: Welcome ladies and gentlemen. I am 

meeting with you for the first time in this position, similarly to the VP Finance, Katarzyna 

Kreczmańska-Gigol. We assumed the positions on July, 6th this year and we have been 

members of the management board of KGHM for over a month. Today's meeting is an 

opportunity not only to get to know each other and to present our 1H 2018 results but 

also to point out areas of work which we, as KGHM's Management Board, will focus on 

in the near future. Our presentation will consist of three parts. The first part will be my 

introduction, the second one will be the commentary of the CFO Katarzyna 

Kreczmańska-Gigol on the financial results and the third will be my recap and the 

highlights of the areas that will be particularly essential for us in the near future. 

Ladies and gentlemen, in 2018 and during the first six months of 2018, three key 

parameters were of key importance for KGHM's operations: the production of payable 

copper, the sale of payable copper and consolidated revenues (which are tightly linked 

with these two other parameters), which underwent planned adjustments in relation to 

the year 2017. These adjustments, and here I mean the decrease of these parameters, 

were due to the planned downtime of the Głogów II Copper Smelter and Refinery 

connected with the planned maintenance. This maintenance was completed by the end 

of June, and now the furnace is working. As you know, metallurgical maintenance is part 

of how this business operates - it's ongoing maintenance. We also dealt with a 

temporary shutdown of the precious metals unit, in other words silver and gold 

production, due to maintenance. In this case the maintenance didn't last three months, 

but it was also a planned activity. It also resulted in lower payable copper production 

during the 1st half of the year as compared to the previous year, by 11%. It also affected 

sales of payable copper – they were lower, but the dynamics were definitely lower 

because we used the inventories, hence it's only -6%. We used what we were able to 

produce before. It also affected consolidated revenues, which were lower by 3% (as 

shown by the green columns on the chart). This 3% drop was offset by a very high 

copper price, as you can see by the brown columns on the chart, which show that the 
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copper price during the first six months was the highest since 2013, which in turn 

resulted in a lower rate of decrease of revenues connected with the three-month long 

smelter maintenance. This was offset by the high price of copper. Of course, today our 

situation is not as good when we look at the price. The price today is slightly over 5,900 

USD per tonne. We are dealing with Turkey, trade wars, it all adds up and affects this 

parameter considerably; in any case, I will try to refer to this later on. Of course, 

whenever there is copper price growth, usually there is a link with the foreign exchange 

rate, which is then less beneficial for us; the USD goes down and we experience a US 

dollar drop of 12% as compared to the same period in 2017, talking about the first half 

of 2018. On the next slide you will see a summary (the upper columns) - payable copper 

production in our individual assets. We have broken it down by Polish and international 

assets, the latter having been split into Sierra Gorda and KGHM International. With 

regard to our Polish assets, the decrease is linked with the planned maintenance, hence 

it is not a surprise. KGHM International's result is much better than in 2017, better by 4 

thousand tonnes, due to the fact that in the Robinson mine, which is the key mine of 

KGHM International in terms of ore mining, we recorded better deposit and ore 

parameters in terms of copper content. With regard to Sierra Gorda (the dark green 

color on the chart), we had a decrease in payable copper production of 2 thousand 

tonnes due to the fact that the actual copper content in ore was lower than estimated, 

at 0.331. The lower content of ore was offset by a higher copper price but we also had 

major improvements in processing, i.e. the so-called processing plant which at the end 

gives us the concentrate. There is an ongoing program dedicated to the elimination of 

production bottlenecks, as it was an essential element for the development of Sierra 

Gorda and is showing results. This project has not been completed yet and will not 

within the coming year. It will continue, there is still a lot to do there, as far as increased 

productivity in the context of the processing plant is concerned. Here you can see the 

production of the remaining metal, silver. The drop in production of silver which, aside 

from copper, is our biggest trading asset was caused by two factors: firstly, the 

temporary maintenance of the precious metals plant and the issue connected with the 

lower capability linked with the availability of anode slime, but it was a temporary 

problem. This issue, both in the context of payable copper production connected with 

the downtime as well as silver production connected with the maintenance of the 

precious metals plant, can be absolutely improved and we can catch up in the 2nd half 

of 2018; we are positive about it, as far as the completion of plans is concerned, also 

because the flash furnace at Głogów I is ramping up, hence higher productivity. Głogów 

II is in full operation and on plan. That's all as far as a brief presentation of operational 

indicators is concerned. Now I will hand over to the CFO, Katarzyna Kreczmańska-Gigol, 

and will ask her to present the economic results for the six months of 2018.  
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KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): Good afternoon ladies and gentlemen, I will present a few key categories that 

impact the financial result of the Group. First and foremost, I will talk about revenues, 

unit cost, EBITDA and net profit, as well as changes in cash flow. I will also say a few 

words about inventories and the Company's debt, i.e. the basic values that affect the 

financial result of the Group. 

Just as the CEO has already noted, revenues were lower than in the 1st half of 2017, i.e. 

the comparable period of the past year, due to the reasons mentioned by the CEO, i.e. 

the planned furnace maintenance, primarily at the Głogów Smelter and Refinery, as well 

as the planned maintenance of the other furnace at the precious metals plant. 

Those factors led to a decrease in revenues - in the end, the revenues were lower by 3% 

as compared to the same period during the past year, which was expected as a result of 

the necessary maintenance and is not a surprise. There was a change in the sales 

volume of the basic products, as you can see on the chart, and the negative impact is 

clearly visible. In addition, we dealt with the changing prices of the basic products and 

the change of price boosted the revenues. Moreover, we recorded a change in the 

USD/PLN exchange rate which had a negative impact, and sales of concentrate which 

helped to slightly decrease the decline in revenues, as well as other factors that also had 

a positive impact. 

In the end, sales revenues were lower by about PLN 290 million. 

 

C1 unit cost - an important category in our operations, the unit cost across the Group 

increased due to the reasons discussed, i.e. due to the lower revenues resulting from 

maintenance, this is the key reason. Unit cost grew by 24% in the Group but we can see 

above all the impact of the growing unit cost in the parent company where C1 increased 

by 43%. As far as our international companies are concerned, the unit cost there 

decreased, which in the end led to a lower unit cost in the Group than in the parent 

company. In terms of EBITDA, please note that it decreased by PLN 298 million as 

compared to the same period in the past year. The primary reason was the change of 

revenues, that is fewer revenues as compared to the past year, and the mineral 

extraction tax, which was higher than in the same period last year because of the 

manner of its calculation. In addition, there was a change in other costs of sales, selling 

costs and administrative expenses, which led to lower EBITDA. We also had positive 

influences, above all, higher EBITDA in Sierra Gorda and other consolidation 

adjustments that were also a boost. In the end, EBITDA was lower by 10%. 
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The Group's profit was lower than the result achieved in the 1st half of 2017 by 42%. The 

decrease in profit was to a certain extent lessened by favorable exchange rates and by 

lower income tax. Please note that in addition to the change in adjusted EBITDA, which 

was a negative change, we also recognised provisions, another negative impact, FX 

differences were a boost, the result of involvement in joint ventures impacted us 

negatively and income tax changed, which decreased the difference between this year's 

EBITDA and EBITDA as at the end of the first half of 2017. Consolidation adjustments 

and EBITDA in Sierra Gorda - so in the end, we have a negative impact and the 

remaining ones, including depreciation/amortization and consolidation adjustments, 

also a negative impact. Eventually, our net result is lower by 42%. As far as cash flows 

are concerned, when you analyze them, you can see that we were funding our 

investment operations primarily via debt, because the maintenance caused the growth 

of inventories, and this will be discussed in a moment, it negatively influenced the 

amount of working capital, which consequently had to be higher. We purchased 

property, plant and equipment and intangible assets which also negatively affected the 

level of cash, but the final level of cash as at the end of June this year was higher than at 

the end of June 2017. Though the inventory change that I mentioned negatively affected 

working capital, please note that as compared to the same period last year, that is as 

compared to the end of the first half of the year, both the level of copper concentrate 

inventories in the smelters grew just as did anode copper inventories in the smelters. 

Therefore, the investments carried out were financed by debt and we have an increase 

in debt as compared to the end of June 2017. The growth in debt was caused by, above 

all, expenditures on property, plant and equipment, the minerals extraction tax, 

inventory financing, negative FX differences, the repayment of liabilities, i.e. a reduction 

in the level of trade liabilities, and the capital increase of Sierra Gorda. We also had 

factors that in the end had a positive impact on the level of debt, they slightly decreased 

the need for debt, which were the positive operational flows, excluding the change in 

the level of working capital, the minerals extraction tax and the change in liabilities - we 

have a drop in liabilities. That's all as far as financial situation is concerned, in a nutshell, 

thank you so much. Now I give the floor to the President. 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: Thank you. I will try to present a brief 

synthesis of the operational and financial indicators to recap our situation. You can see a 

slide displaying clear budget objectives with regard to KGHM's production, sales, the 

production of KGHM International and production of Sierra Gorda. The whole line 

equals the plan, the brown part is the performance. With respect to copper in 

concentrate or silver in concentrate, the plan was exceeded in the first half of this year 

by 50%, which is good news. In the case of electrolytic copper from own concentrate 

alone or from purchased metal-bearing materials, just as we have already said, the 3-

month long maintenance made achievement of the plan harder by 50%, but the 
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difference is not big enough for us to be unable to catch up. It can be made up within a 

year, that means full execution and achievement of the targets for production of 

electrolytic copper, which is the final product of the Głogów Copper Smelter and 

Refinery and the Legnica Copper Smelter and Refinery. The same applies to silver. We 

can easily catch up with what meets the threshold, up to 50% can be made up in the 

second half of the year and the assumed plans can be 100% achieved, we are talking 

about KGHM Polska Miedź S.A. A similar situation applies to sales, the plans can be 

executed and are realistic in the context of 2018. As you can see, production of payable 

copper by KGHM International is more than 50% in the first half of the year. Just as I 

have said, there is good copper content in the ore in the Robinson mine and it helped us 

to achieve better than expected results. In that regard we do not have to worry but in 

the case of precious metals the situation is slightly less certain. Although their outlook is 

strong, here the results depend on the deposit and can be very unstable, and while 

copper behaves similarly it is more predictable. Sierra Gorda production - we have 

payable copper production which failed to reach 50% of the target in the first half of the 

year. This is due to the profile of the deposit and the lower content of copper in ore, 

lower than expected. With open pit mines, new layers, new exploration fields are of 

course a forecast but nature often plays tricks on us. Objectives for the 2nd half of the 

year, if the copper content in ore is better 0.334%, there is a chance that the plan will be 

achieved and the chances are good for achieving the 2018 plan. This is how it is as far as 

reporting achievement of plans and budget targets in the 1st half of the year is 

concerned. We have three indicators that we consider important, meaning the unit cost 

of copper production, our objective regarding this year's planning is less than PLN 19.1 

thousand per tonne. At the moment the level is PLN 17.8 thousand per tonne, meaning 

we are still within the parameter, we are even far below the target level. In terms of the 

Group's liquidity, our financial policy objective is that the relation between the net debt 

and adjusted EBITDA should be lower than 2, our indicator is 1.7, so again we meet the 

objectives of our policy. With regard to investments, CAPEX for 2018 (the brown part on 

the chart) has not yet reached 50% of the target after the first half of the year. The 

reason actually is that some of the processes, as sometimes happens with investments, 

were somewhat delayed, which impacts spending in this area. This is a normal situation 

for large investment projects, sometimes regulatory delays occur. Recently, we have 

been particularly keen on ensuring that such investments are advanced on time and so 

that we have the biggest scale of investment in 2018. 

A couple of words about initiatives connected with production that are to improve its 

effectiveness and productivity. Here we have good news to share concerning the 

availability of the flash furnace at the Głogów I Smelter and Refinery. It has improved by 

4%, which is essential when it comes to productivity. We also have a plan for completing 

the modification of the ore concentrate roasting installation in Głogów, i.e. potentially it 
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could be completed by the end of this year. There's also the issue of eliminating 

production bottlenecks in Sierra Gorda. Work on this issue remains ongoing. We have 

ordered a concentrate filtering press, there is ongoing monitoring, and the scale of 

improvements being implemented is also lower. This is an essential point when it comes 

to Sierra Gorda as it may lead to an improvement of overall situation with regard to the 

scale of concentrate production. Of course, investments abroad are also important. 

Sierra Gorda accounts for 10% of our production, and also KGHM International, though 

the majority of our production is in Poland. We must work hard on the availability of 

deposits in the future because the mining industry means not just today but an outlook 

of 10, 15, 30 years. These investments continue, and with regard to Deep Głogów, we 

are continuing investments connected with gaining access to further areas of the 

deposits, preparing mine infrastructure, they are also our priority. We are continuing to 

sink shafts, progress is being made. We also have the Żelazny Most Tailings Storage 

Facility investment that is being advanced, the contract was signed and the company has 

entered the construction site. It is essential as far as tailings are concerned, so it is 

important for us from the production perspective. We have also launched an 

investment, the furnace at the Legnica Copper Smelter and Refinery that will potentially 

be used to process scrap. It is an important, promising, new area. 

I would also like to discuss a couple of areas which we will be dealing with in the near 

future, in addition to the situation connected with the first 6 months, whose results we 

have presented to you. I would like to mention those issues that are still ahead of us, 

they will be an essential highlight of our work in the nearest future. Two main pillars, the 

focus of the Management Board. These are the issues of stability, sustainable 

development but also mining and production efficiency. These are areas that we will be 

strongly engaged in in the near future. We have commenced a strategic review of our 

individual assets, directions of development and strategic initiatives. We want to look at 

these issues through the eyes of the Management Board which will soon be complete, 

i.e. with all 5 members. As far as the strategic review is concerned, we will be getting 

back to you with our conclusions as soon as possible and communicate them. 

International operations - we have a strategy for Sierra Gorda, which is a huge challenge. 

This strategy is being progressively advanced, I'm talking about the strategy approved by 

our predecessors. As far as Sierra Gorda is concerned, a huge amount of work has 

already been done but it requires constant implementation of programs to remove 

production bottlenecks and monitoring the mine’s efficiency. We are also with that, as 

far as the continuation of such operational directions and operational efficiency is 

concerned. 

KGHM is also associated with traditional mining but mining today means optical fibers, 

industrial sensors, electronic equipment, it's 4.0 industry. I can tell you that our mines 
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contain 400 km of optical fibers that provide us with visual monitoring, take care of 

safety, offer the opportunity of communication between dispatchers and integral 

elements related to mining. It impacts safety but most of all production efficiency 

because it gives you the opportunity to have ongoing monitoring. With regard to the 

material consumption, meeting standards, in other words this type of innovation that is 

more and more present in copper mining, in some areas in KGHM this is in fact just a 

daily practice that may become a benchmark for the global mining markets. This issue is 

of primary importance to us when it comes to our operations but also of importance are 

new business ideas in these areas. Another issue that we find important is the energy 

industry. KGHM is the biggest electricity consumer in Poland. In 2018, electricity 

consumption will be about 3 TWh, which is a lot. We will try to increase our efficiency as 

a consumer but we will also approach in a strategic way the process of ensuring stable 

operations and potential energy sources other than the ones that we already have. This 

will be the focus of the Management Board in the near future. There is also the issue of 

the global situation which as you can see will not let us rest easy when it comes to trade 

wars and the situation on the copper market. It is a truism to say that what is happening 

around the world right now is strongly influencing the price which for us means 

profitability and the financial situation of every mining company operating in the sector. 

We assume that the global scenarios connected with potential discrepancies and 

protectionism in the context of the 3 biggest players (China, the EU and the US), that 

they will reach an agreement that will ensure some sort of stability. The situation is 

changing dynamically, there is not one statistical scenario because it is difficult to have 

one, hence, we respond to what is happening around the world, actually very 

dynamically, by whatever we can do, that is by our hedging policy. I would like to point 

out that KGHM has a very strong hedging team and financial team, tied to sales. Its 

strength is the fact that it can adapt quickly and dynamically respond to the ongoing 

issues connected with duties and taxes. Our response is to operate on various markets 

in order to be able to diversify those markets flexibly depending on the global situation. 

Of course, it affects us and we do whatever we can to ensure that it affects us as little as 

possible. We assume that with time the situation will calm down but we as KGHM have 

no strong impact on the situation. That's all from me in terms of a recap and from us in 

terms of presentation. Thank you, ladies and gentlemen, for your patience and now I 

hand over the microphone. 

TOMASZ POŹNIAK - ADVISOR TO THE MANAGEMENT BOARD: Thank you so much, 

now we have time to take your questions. Ask away. 

PAWEŁ PUCHALSKI - BZ WBK: Good afternoon, I have two questions concerning slide 

no. 19. It describes annual investments and the annual unit cost of copper production. I 

would like to make sure that this chart indicates that you have spent so far 25% of the 
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annual capital expenditures, does that mean that in the second half of the year you will 

have such a serious acceleration? Or maybe you know now that your yearly plan has 

been seriously overstated?  

And my second question refers to the unit cost of copper production amounting to PLN 

19.1 thousand per tonne as the level that you won’t exceed. Is that the target level that 

you would like to achieve during the whole year or was this calculated with an 

ultraconservative scenario in mind? If I may ask for a comment on that subject, whether 

it is this year's target? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: I will refer to your first question connected 

with capital expenditures. As I have already said, the plans that have been drafted are 

subject to our strong maximization of the investment process and higher discipline 

when it comes to advancing our investments. We are monitoring this and are quite 

positive about spending a large portion of the amount. Time will tell because with such 

investment projects it is not only up to our will and discipline in project implementation 

but there is also the issue of regulatory and administrative approval as well as many 

other external factors on which we have only limited control. 

KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): I will answer the second part of the question. With regard to the copper 

production unit cost amounting to PLN 19.1 thousand, this number is taken from our 

financial plan. The total unit cost for 6 months is lower, with regard to the budget, first 

and foremost due to the fact that production from own concentrate was higher than 

planned. We expect that in the end we will be in line with the budget, which means that 

we are not planning to change the financial plan with regard to that. Thank you. 

ROBERT MAJ - IPOPEMA: Good afternoon, I would like to ask a question concerning 

slide no. 15, i.e. the level of copper concentrate and anode copper inventories, what 

should we expect to see at the end of the 3rd and 4th quarters, how will the processing 

of those concentrates look then? Will you sell them, and an indirect question, how is the 

renovation going? You mentioned that at the end of October you will start the roaster - a 

word of commentary, if possible, please. 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO:  As far as inventories are concerned, the 

origins are known and connected with the renovation. We have dealt with it by selling 

some of the copper concentrate on the market, simply speaking. It also improved our 

result and is a way of dealing with inventories. We also plan to sell 11 thousand tonnes, , 

which is also a way of dealing with the inventories resulting from the planned 

maintenance and downtimes. And here, with regard to this issue, we are on the right 

path. Now, as far as investment in the roaster is concerned, I have already talked about 

the completion plan, i.e. the end of the year and launch. Of course, we are continuing 
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this project, it is very important and essential from the technological and efficiency-

related point of view. We are keeping a sharp eye on observing project discipline and we 

are paying attention to getting things done at the proper pace. It is also a very innovative 

project. As you know, with smelter technologies, many things are made individually and 

they are unique. It is a huge technological challenge. 

ROBERT MAJ - IPOPEMA: 11 thousand tonnes, is it more applicable to the 3rd quarter or 

the 4th quarter as far as concentrate sales are concerned? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: Yes, it is more the 3rd quarter. 

ROBERT MAJ - IPOPEMA: And one more question, on slide no. 16 you show Sierra 

Gorda’s financing amounting to PLN 264 million in the 2nd quarter and there was no 

such thing in the 1st quarter. Now, my question, what should we assume for the 3rd and 

4th quarters? And the second question about the cost in Sierra Gorda, in the 2nd quarter, 

C1 reached the level of 0.83 USD/pound, I suspect that it is the molybdenum price that 

grew so dynamically quarter on quarter that was responsible for the decrease in the 

cost. You talked about removal of bottlenecks, would you be able to quantify how much 

of the cost decrease came from such operational activities that improved operations in 

Sierra Gorda and how much of it was attributable to the prices of metals? 

MARCIN CHLUDZIŃSKI - PRESIDENT / CEO: With regard to the distribution of those 

values, it is clear and obvious that the improvement of the financial situation is largely 

due to the higher copper price, which had a significant impact. Now, the removal of 

bottlenecks is a subject that is also strongly tied to ore specificity. And so it happens that 

our processing efficiency is improved in many areas but for instance, we are dealing 

with a lower copper content in ore and, as a result, with increased processing efficiency 

we have in fact less concentrate and it is not as much as it could be with high content. It 

is a mix of three factors that in the end shape the situation that is connected with the 

removal of bottlenecks.  

ROBERT MAJ - IPOPEMA: One more question concerning financing Sierra Gorda in the 

3rd and 4th quarters. What should we expect? 

LIDIA MARCINKOWSKA-BARTKOWIAK - EXECUTIVE DIRECTOR, COMMUNICATIONS: I 

believe that we are now getting to forecasts which we should not be providing. I would 

prefer not to answer questions concerning future quarters. As you can see, we are here 

to comment on what has already happened, hence, in future quarters we will be sharing 

information with you as well. 

ANDRZEJ KNIGAWKA – ALIOR TFI: I would like to ask about the provisions for legal 

disputes, can you tell us anything about the nature of those legal disputes, who is the 
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party and is this a case for which provisions have already been recognised or maybe the 

provisions will be higher? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: This subject has been described in the 

financial report. We have some legal disputes connected with intellectual property, 

patents, and former KGHM employees as well as legal disputes connected with the tax 

situation of the mining areas with the neighboring municipalities. This is something that 

required the recognition of provisions. There are many ambiguities, where the 

municipalities claim a certain approach when it comes to tax paying. We believe the 

other way around and now are in the process of arbitration. It is the result of those two 

issues. 

KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): I may add that the provisions have been recognised. 

RAFAŁ WIATR - CITI: I wanted to ask about a technical issue, can you tell me what is the 

reason why on the first pages of your presentation whenever you talk about the first 

half of the year you show the 1st quarter, was this done on purpose? And therefore, I 

wanted to ask what was the C1 cost for the Group in the 2nd quarter? And the second 

question concerns slide 18, should we expect that the production from own concentrate 

will be more than 100 thousand tonnes over the next two quarters, quarterly, yes or no? 

I am referring to the chart, is it still applicable or not?  

KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(FINANCE): Concerning information on the 1st quarter, they are here just for 

informational purposes, so that you can compare it and because our data is cumulative 

for both quarters. We are talking about the whole six months and so that you don't have 

to look for the earlier information, we included the data for the 1st quarter, for your 

convenience. 

RAFAŁ WIATR - CITI: I believe that it would be most convenient for everybody if in the 

3rd quarter you show the 3rd quarter and 9 months because we saw the data a little bit 

earlier. It's just a comment. 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: Whatever feels better for you, no problem, 

we are open to our customers’ needs. 

KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): Of course, in the next quarter we can also add the quarter without the increasing 

order. 

KATARZYNA KRECZMAŃSKA GIGOL- VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): The C1 cost of the Group in the 2nd quarter was 1.85 USD/lb. 
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LIDIA MARCINKOWSKA-BARTKOWIAK - EXECUTIVE DIRECTOR, COMMUNICATIONS: 

All budget targets are maintained, there are no changes here. 

PAWEŁ WIEPRZOWSKI - WOOD&COMPANY: I just wanted to ask about potential 

forecasts concerning changes in working capital in the second half of the year, i.e. the 

3rd and 4th quarters, and assuming the current copper price, what do you think about 

CAPEX? And when can we expect positive free cash flow? 

LIDIA MARCINKOWSKA-BARTKOWIAK - EXECUTIVE DIRECTOR, COMMUNICATIONS: 

And I have to step in here as due to the fact that we are not sharing any forecasts, I will 

be ensuring that our Management Board refrain from providing such data. I apologize, 

we may, of course, discuss our opinions but you understand very well that we are also 

talking about the results of the quarter and half year, which happened before the 

Management Board assumed their positions and we want to be extra cautious here. I 

promise that we will be providing our opinions and information as soon as possible. 

ROBERT MAJ - IPOPEMA: One more question, in the second quarter we had a dividend 

of PLN 249 million, which companies contributed and what else can we expect? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: The dividends came from the companies in 

the main chain of supply but also from those that can give us a realistic dividend, we are 

talking about Metraco which is involved with scrap purchases, which is very important 

and has the potential for growth. We also had a dividend from Pebeka and Mercus, it is 

the third company. The biggest dividend came from Metraco, a smaller one was from 

Pebeka. We would like the companies that work outside as well, are beyond the main 

chain of supply to be a source of dividends for KGHM, but it is too early to talk about 

detailed strategy in this case. We will get back to you on that. 

RAFAŁ WIATR - CITI: I wanted to ask about Sierra Gorda, how comfortable or not is the 

current Management Board with the assets, in your opinion, what stage have you 

reached in terms of getting to know the company, its problems and what can you tell us 

today? Is it going to be kept in the Group or maybe you don't know? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: I understand that you are looking for clear 

and decisive answers in this case. At the present moment we are advancing the strategy 

that was set forth with respect to this asset, meaning the removal of bottlenecks, 

technological changes, production changes, increased mining production efficiency. And 

we are focusing on this and advancing the strategy. Of course, we are also looking at the 

targets for all of our international assets in terms of business and economic objectives. 

It is an element in the strategic review and we are monitoring this. At the moment, as 

the Management Board that was appointed over one month ago, we are continuing to 
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implement actions aimed at improving Sierra Gorda but also other assets, because this 

does not concern Sierra Gorda only. 

RAFAŁ WIATR - CITI: Maybe I'll rephrase my question, according to the current 

Management Board's philosophy, should KGHM be a global company or a national one? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: As I have said, with regard to the situation 

we have faced, we are taking a careful look at it in the context of the sources of our 

international business, it may be the effect of our review and approach to 

communication in the longer perspective of our philosophy, but this is not the time to 

talk about it. 

RAFAŁ WIATR - CITI: My last question, when can we expect you to tell us more about 

the long-term philosophy? 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: The timeframe of the strategic review that 

I mentioned is to the end of the year, and we will certainly get back to the market with 

such information. 

PAWEŁ WIEPRZOWSKI - WOOD&COMPANY: One more question from me, where did 

this cash cost decrease in Sierra Gorda come from, could you be more precise? 

KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): With regard to the unit cost in Sierra Gorda, the key factor was the higher volume 

of molybdenum sales which was achieved during the 1st half of 2018. It increased our 

sales revenues and along with the sales revenues of the remaining accompanying 

metals, they are subject to elimination in the C1 cost calculation, and the molybdenum 

price dropped significantly. A positive impact came from the improvement of unit costs 

of mining and processing. Hence, the three factors. 

RAFAŁ WIATR - CITI: The last question, can you tell us what price you recently achieved 

in Sierra Gorda with respect to molybdenum? 

LIDIA MARCINKOWSKA-BARTKOWIAK - EXECUTIVE DIRECTOR, COMMUNICATIONS: 

Slide 6 should include this information.  

RAFAŁ WIATR - CITI: Is that the achieved price? On this slide we can see the market 

price, did you achieved such a price? 

LIDIA MARCINKOWSKA-BARTKOWIAK - EXECUTIVE DIRECTOR, COMMUNICATIONS: 

We show the market price, we do not provide an achieved price. 

RAFAŁ WIATR - CITI: You don’t provide it. I apologize for pursuing the subject but can 

you tell me whether it was higher or lower? Thank you. 
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MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: The price fluctuates in the context of 

contracts we sign, sometimes it's lower and sometimes higher. This is a price element or 

an internal forecast. As we all know, prices are very competitive (with regard to 

advantages related to knowledge and the market). We do not provide such detailed 

information during our meetings. We are at your disposal for any sort of more detailed 

conversations and to answer all the questions that have not been answered in the 

presentations, and they will surely come up, so we are happy to do that. 

TOMASZ POŹNIAK - ADVISOR TO THE MANAGEMENT BOARD: Thank you so much for 

attending our conference and we invite you to the conference dedicated to the results 

after the first three quarters which will take place in November. 

MARCIN CHLUDZIŃSKI - PRESIDENT & CEO: Thank you so much. 

KATARZYNA KRECZMAŃSKA-GIGOL - VICE PRESIDENT OF THE MANAGEMENT BOARD 

(CFO): Thank you. 


