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AUDITOR’S REPORT ON REVIEW OF THE CONSOLIDATED FINANCIAL
STATEMENTS FOR THE PERIOD 1 JANUARY 2002 TO 30 JUNE 2002

To the Shareholders, Supervisory Board and Management Board of KGHM Polska
Miedz S.A.

We have reviewed the accompanying consolidated financial statements of the Capital Group, for
which KGHM Polska Miedz S.A. (“the Company”) is the parent company located in Lubin,
ul. Marii Curie Sklodowskiej 48, comprising:

- consolidated balance sheet as of 30 June 2002, which shows total assets and liabilities of
8,043,043 thousand PLN (8,043,042,641.37 PLN),

- consolidated profit and loss account for the period from 1 January 2002 to 30 June 2002,
showing a net loss of 63,812 thousand PLN (63,811,939.46 PLN),

- statement of changes in shareholders’ equity, showing a balance as at 1 January 2002 of
3,220,997 thousand PLN (3,220,996,282.20 PLN) and a balance of 3,186,613 thousand PLN
(3,186,612,742.09 PLN) as at 30 June 2002

- consolidated cash flow statement, showing a net increase in cash and cash equivalents during
the period from 1 January 2002 to 30 June 2002 of 97,669 thousand PLN
(97,669,627.94 PLN), and

additional information including:
- introduction,
- explanatory notes.

Truth and fairness of the information contained in these consolidated financial statements is the
responsibility of the Management Board of KGHM Polska Miedz S.A. Our responsibility was to
conduct a review of these financial statements.

Our review was conducted in accordance with:
- auditing standards issued by the National Chamber of Chartered Accountants (KIBR), and

- the Ordinance of the Council of Ministers of 16 October 2001 on current and periodic
information presented by companies issuing securities, .

Except as discussed in the following paragraph, we have conducted our review primarily on the
basis of analytical procedures applied to the data contained in the consolidated financial
statements and in the consolidation documentation and on the basis of inquiries of the
Management Board and Company accounting personnel.




The scope and methods applied in a review of consolidated financial statements differ
significantly from those of an audit. The objective of the review is not to express an opinion on
the truth and fairness of the financial statements and we therefore do not express any such
opinion.

Subordinated entities of KGHM Polska Miedz S.A. carried out in their accounting records under
the date of 1% January 2002 the restatement of the closing balance as at 31% December 2001 for
the purpose of amended Polish Accounting Law. The objective of our review was not to confirm
the correctness of opening balances after restatement, which after the auditor examination as at
31%* December 2002 may change.

As it is described in point 15.10 of the introduction to the half-year financial statement the
Companies from Capital Group KGHM Polska Miedz S.A. didn’t analyse its signed contracts to
identify embedded derivative instruments. In accordance with the law in force from 1* January
2002 the Company is obliged, under some conditions, to separately value and recognise host
contracts and embedded derivatives. The information needed to quantify the effects of recognition
and measurement of the embedded derivatives bifurcation from the host contracts is not
reasonably determinable from KGHM Polska Miedz S.A. accounts and records and from
consolidation packages of the subordinated entities.

Based on our review, except for the effects of such adjustments, if any, as might have been
determined to be necessary had we been able to satisfy ourselves as to the matter discussed in
preceding paragraph, nothing has come to our attention that causes us to believe that the attached
consolidated financial statement do not give a true and fair view of the financial situation of the
financial position of the Capital Group KGHM Polska Miedz S.A. as at 30 June 2002, and its
financial results and profitability for the period from 1 January 2002 to 30 June 2002 in
accordance with accounting principles outlined in the Accounting Law dated 29 September 1994
and other applicable regulations. :

The above review report is a translation from the original Polish version. In the case of any
discrepancies between the Polish and English version, the Polish version shall prevail.
The attached consolidated financial statements have been prepared by the Company'’s
management in accordance with Polish accounting regulations and therefore do not constitute
a presentation in accordance with International Accounting Standards.

Certified,auditor: persons repges¢nting entity:
V
Li strocka - Piorun Maria /lvska
No. 9698/7252 Chairman df the Board
Wactaw Ni kac>%(//47
Member of the Board

Deloitte & Touche Audit Services Sp. z o.0.
ul. Fredry 6, 00-097 Warszawa

Entity entitled to audit financial
statements entered under the number 73 on the list kept
by the National Chamber of Certified Auditors
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EXEMPTION NUWMBER: 82-4639

KGHM Polska Miedz S.A. SA-PS 2002 in '000 PLN

INTRODUCTION TO THE HALF-YEAR CONSOLIDATED FINANCIAL REPORT

1. NAME, HEAD OFFICE, BUSINESS

KGHM Polska Miedz S.A., the dominant entity of a Capital Group, with its head office in Lubin is a stock
company registered at the Wroctaw Fabryczna Regional Court, Section IX (Economic) of the National Court of
Registrations under No. KRS 23302.

The basic business of the dominant entity comprises:

the mining of metals ores,

the production of copper, precious metals, other non-ferrous metals and salt,

the casting of light and non-ferrous metals,

the management of metallic wastes, scraps and industrial wastes,

wholesale sales based on direct or contractual payments,

financial holding associations,

geological-exploratory activities, engineering and technical services for industry, mining and transport

enterprises, environmental protection,

o the generation and distribution of electrical energy and of steam and hot water, the generation of gas, the
distribution of gaseous fuels through a supply network,

o professional rescue activities, and

e  air transport.

The shares of the dominant entity of the Capital Group are listed on a regulated market under the “metals
industry” sector of the Warsaw Stock Exchange.

Basic activity segments of the Capital Group comprise:

—  production of copper, goods from copper and precious metals,
— underground construction services,

—  production of machinery and mining equipment,

— energy production,

— telecommunication services,

— transport services, and

- activities in the areas of research, analysis and design.

2. TIME FRAME OF DOMINANT ENTITY AND OF ENTITIES OF THE CAPITAL GROUP

KGHM Polska Miedz S.A. has been conducting its business since 12 September 1991. The time frame of the
dominant entity and subsidiaries is unlimited, except PEW Aquakonrad S.A. under liquidation.

The legal antecedent of the dominant entity was the State-owned enterprise Kombinat Gérniczo-Hutniczy
Miedzi in Lubin transformed into a State-owned, joint stock company pursuant to principles set down in the law
dated 13 July 1990 on the privatisation of State-owned enterprises.

3. PERIODS COVERED BY THE CONSOLIDATED FINANCIAL STATEMENTS
The consolidated financial statements presented in the report comprise:

- the current period from 1 January to 30 June 2002, and
- the comparative period from 1 January to 30 June 2001.




EMPTION NUMBER: R7.487f

KGHM Polska Miedz S.A. SA-PS 2002 in '000 PLN

4. COMPOSITION OF BODIES OF THE DOMINANT ENTITY

The bodies of the dominant entity in the current period are comprised of:

The Management Board

Stanistaw Speczik President of the Management Board

Stanistaw Siewierski First Vice President of the Management Board

Witold Bugajski Vice President of the Management Board

Grzegorz Kubacki Vice President of the Management Board

Jarostaw Andrzej Szczepek Vice President of the Management Board

The Supervisory Board

Bohdan Kaczmarek Chairman of the Supervisory Board

Jerzy Markowski Vice Chairman of the Supervisory Board

Jan Rymarczyk Secretary of the Supervisory Board

Wiktor Bladek Member of the Supervisory Board (to 4 January 2002)
Jozef Czyczerski Member of the Supervisory Board

Leszek Hajdacki Member of the Supervisory Board (from 26 June 2002)
Witold Kozinski Member of the Supervisory Board

Ryszard Kurek Member of the Supervisory Board

Janusz Maciejewicz Member of the Supervisory Board

Marek Wierzbowski Member of the Supervisory Board

5. COMBINED DATA OF THE FINANCIAL REPORT.

The consolidated financial report for the given financial period and comparable prior period was prepared as the
sum of the dominant entity’s financial statement - representing the combined financial statements of the
dominant entity’s divisions, following elimination of mutual revenues and costs and of mutual debtor and
creditor balances - and of the individual financial statements of the subsidiaries of the Capital Group.

6. MERGER OF COMPANIES

There were no mergers with other companies either in the current reporting period or in the comparable prior
period.

7. GOING CONCERN CONSIDERATION

The financial statements of the Capital Group have been prepared under the going concern concept. There are no
reasons suggesting any threats to the going concern consideration in the foreseeable future.
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KGHM Polska Miedz S.A. SA-PS 2002 in '000 PLN

8. ORGANISATIONAL STRUCTURE OF RELATED GROUP ENTITIES AS AT 30 JUNE 2002

Associates and
indirect
associates

Iindirect associates

Subsidiaries and indirect subsidiaries

not valued by
equity method

Dominant entity
KGHM Polska Miedz S.A.

I

| KGHM Metale S.A. | | Dolnoslaska Spotka Inwestycyjna S.A. |

Energetyka Sp. z 0.0

Miedziowe Centrum Zdrowia S.A.

Polskie Centrum Promocji Miedzi S.A. —‘ ZM Legmet Sp. z 0.0.

CBiPM Cuprum Sp. z 0.0

PeBeKa S.A.

KGHM Polish Copper Ltd

DFM Zanam Sp. z 0.0.

Centrum Badania Jako$ci Sp. z 0.0.

WMN Sp. z0.0. INOVA Sp. zc.0.

_1
—1 FNS Lefana Sp. z0.0.
_{
_{

|
|
WFP Hefra S.A. |
|

PEW Aguakonrad S.A. in liquidation

Pol-Miedz Trans Sp. z 0.0.

KWARCE S.A.

KGHM Kupferhandelsges. m.b.H

Interferie Sp. z 0.0.

KGHM Congo s.p.r.i.

o
_l
|

‘ —{ DKE Otawa Sp. z 0.0.
_l
_!
_‘

Zakiad Wyrobow Gumowych Sp. z 0.0.

KGHM Metraco Sp. z 0.0

Telefonia Dialog S.A.

—J J_Je 1 1t _JL _J _J 2t _Jt 1L

TUW CUPRUM *

S 1 o o 1T L I 1 T T

—[ Fosroc-Ksante Sp. z 0.0. | —L Walcownia Metali "t.abedy” S.A. l Naturopak Sp. z 0.0.

N I

Agrea - Lubin S.A.

—-{ Energomedia "tabedy" Sp. z0.0. ]

-{Walcownia Blach Sp. z 0.0. in bankruptey l

—i PHP Mercus Sp. z 0.0. I

PU Mercus Serwis Sp. z 0.0.

PHU Mercus Bis Sp. z 0.0.

N I I S

|
PH Mercus Plus Sp. z 0.0. ]
|
|

PHU Lubinpex Sp. zo.o0.

entity not being a commercial-law company having a different type of activity, valued by equity method
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9. ENTITIES OF THE CAPITAL GROUP SUBJECT TO CONSOLIDATION OR VALUATION BY THE
EQUITY METHOD

. Character of | Consolid. %  {Voting interest
ite . . Location of y . . 3 .
m Name of entity Head Office Primary activity of company Court or other registrar capital method | of share |in the General
relationship | applied | capital |Meeting
Regional Court for Wroctaw-Fabryczna in Wroclaw, Section VI i
L.I[CBPM C Sp.zo.0. Wi R h and de '

Cl uprum Sp. 2 0.0 roctaw esearch and development Economic) of the National Court of Registrations subsidiary full 100.00 100.00
2.|KGHM Potish Copper Ltd. London  |Copper trade The Registrar of Companies, Companies House, Crown Way, | oo | g 100.00 100.00
Cardiff, CF4 3UZ

. . L Regional Court for Wroclaw-Fabryczna in Wroclaw, Section [X .
3.iDs Spétka AL Lubi Capital t . N A ' X
po yeyjna S o epital investments (Economic) of the National Court of Registrations subsidiary fult 10000 100.00
. : . . . Regional Court for Wroclaw-Fabryczna in Wroctaw, Section IX "
4, A V1 . . . N !
Miedziowe Centrum Zdrowia S.A Lubin Medical services (Economic) of the National Court of Registrations subsidiary full 100.00 100.00f
. Lo Regional Court for Wroclaw-Fabryczna in Wroctaw, Section 1X .
5. KGHM Meale S.A. Legnica |Capital investments (Economic) of the National Court of Registrations subsidiary full 100.00] 100.00}
. Production, distribution and trade in Regional Court for Wroctaw-Fabryczna in Wroctaw, Section 1X o,
& |Energetyka Sp.z oo, Lubin electrical and steam ener; (Economic) of the National Court of Registrations subsidiary full 100.00 100.00
Production of mineral water and non- : : "
7.[PEW Aquakonrad S.A.in liquidation Iwiny alcoholic beverages; trade in mineral water] Regmnal_Coun for W{oclaw-Fahrycma i erc}aw, Section IX subsidiary full 90.40, 84.11
{Economic) of the National Court of Registrations
and related producis
. . . Regional Court for Wroctaw-Fabryczna in Wroctaw, Section [X .

N 1 Jakoéci Sp.zo.0. hnical anal . o ' . .
8.[Centrum Badan Jakoéci Sp. z 0.0, Lubin Technical analyses and tests (Economic of the National Court of Registrations subsidiary full 99.99 99.99
9.[KGHM Kupferhandelsges mbH, Vienna__[Copper trade Regional Court in Vienna subsidiary full 100.00: 100.00

. N Regional Court for Wroctaw-Fabryczna in Wroctaw, Section IX o
10.1Pol-Miedz Trans Sp. z 0.0. Lubin Transport (Economic) of the National Court of Registrations subsidiary full 100,00 100.00
1L./KGHM Congo sprt Lubumbashi |Ore extraction services Tribunal de Grande Instance de Lubumbashi subsidiary full 99.98 99.98
- Telecommunication services and Regional Court for Wroclaw-Fabryczna in Wroctaw, Section VI e
12| Telefonia Diatog S.A. Wroclaw cybemetics (Economic) of the National Court of Registrations subsidiary full 100.00 100.00
. . . Regional Court for Wroctaw-Fabryczna in Wroctaw, Section IX i
13.] KGHM Metraco Sp. z 0.0, Legnica  [Trade,agent and representative services (Economic) of the National Court of Registrations subsidiary full 91.75 91.75
14 {Interferie Sp. z o0, Lubin Tourism, sanatorium and hote! Regwnal.Coun for Wr})ctaw-Fabryczna in Wr.oclaw, Section 1X mdu:ec.tly fl 100.00) 100,00
imanagement (Economic) of the National Court of Registrations subsidiary
Zaklad Wyrobow Gumowych Sp.z . . By Regional Court for Wroctaw-Fabryczna in Wroclaw, Section IX | indirectly
. 1 . N [ ’ o . .
13 0.0. Iwiny Rubber and plastics production (Economic) of the National Court of Registrations subsidiary full 100.00 100.00
Przedsigbiorstwo Budowy Kopaln . Mine devetopment and tunnelling Regional Court for Wroclaw-Fabryczna in Wroclaw, Section 1X indirectly
16. Lubin . . ) - L full 100.00 100.00
PeBeKa S.A. operations {Economic) of the Nationa! Court of Registrations subsidiary
. ion of mining machines, metals ional Court for Wroctaw-Fabryczna in Wroclaw, Section IX | indirectly
17.[ZM Legmet Sp. z 0.0 Legnica | rehin (Economic) of the National Court of Registrations subsidiary | 10000 10000
. Equipment testing and control and Regional Court for Wroctaw-Fabryezna in Wroclaw, Section IX indirectly
18,{INOVA Sp. zoo. Lubin research and development (Economic) of the National Court of Registrations subsidiary full 10000 100.00
Dolnoslaska Korporacja Ekologi - Collection, processing, utilisation and Regional Court for Wroclaw-Fabryczna in Wroclaw, Section [X indirectly
19. Otawa Sp. z 0.0. Olawa storage of municipal and indust. wastes _(Economic) of the National Court of Registrations subsidiary full 100.00 100.00
20.|kwarce S.A. Mikoiajowice‘Exmc"on' processing and enrichment of chlonal.Coun for Wr.oclaw-Fabrycma l.n Wr_oclaw, Section IX lndlltety:lly full 99.97 99.97
quartz (Economic) of the National Count of Registrations subsidiary
) . . . Regional Court for Wraclaw-Fabryczna in Wroctaw, Section IX | indirectly
Zanam Polk Ci h . . ! - .|
21.|DFM Sp-zoo. and repairs of (Economic) of the National Court of Registrations subsidiary full 100.00 100.00
2. 'Walcownia Metali Niezelaznych Sp. z Gliwice  |Tin sheet production iRegional Coufn m.Glnwmc, Section X (Economic} of the National mdu"«}lly full 7191 7391
0.0. Court of Repistrations subsidiary
Regional Court for Wroctaw-Fabryczna in Wroclaw, Section Vi indirect]
23.|Polskic Centrum Promocji Miedzi S.A. Wroclaw  |Copper promotion (Economic) of the National Court of Registrations (from n i Y full 70.65 70.65,
subsidiary
05.08.2002)
Production and sale of non-wooden, silver
‘Warszawska Fabryka Plateréw HEFRA plated and silver table settings, made from |Regional Court for Capital City of Warszawa, Section XIX indirectly
2. S.A. Warszawa arti.and ceramic materials; finished and  |(Economic) of the National Court of Registrations subsidiary full 90.24 %02
semi-fin.products services
Production and sale of stainless, plated
2 Fabryka Nakryé Stolowych "LEFANA" Legnica and silver cuttlery, ceramics, products Regional Court for Wroctaw-Fabryczna in Wroclaw, Section IX indirectly full 90.24 90.24
‘1Sp.z0.0. 8 from silver and crystal, finished and semi{(Economic) of the National Court of Registrations subsidiary ) i
finished products and services
Towarzystwo Ubczpieczen , . Regional Court for Wroctaw-Fabryczna in Wroclaw, Section [X . equity
26. Waajemnych Cuprum Lubin Property and life insurance (Economic) of the National Court of Registrations subsidiary method 95.94 93.94
Production of organic and non-organic . . . ;
- Wi N
27.|Fosroc-Ksante Sp. z 0.0. Trzebez  |chemicals,glues;production and sale of Reglonalpour\ for Wr.oc!aw Fabryczna n ercIaw, Section IX associated | ST 30.00] 30.00
. (Economic) of the National Court of Registrations method
mineral water and non-carbonated bev.
28 |Na XS Wilkéw meiucuov;nodfpap)cr r;latedfg L.andfor Regional Court for Wrociaw-Fabryczna in Wroctaw, Section IX | indirectly | equity 27.50 2750
-|aturopak Sp. z 0.0. ' N ° (Ecenomic) of the National Court of Registrations associated | method : :
the paper industry
- - ~ W - — 3
29.]Agrea - Lubin S.A. Lubin  |5FOWIN8 of v:g.elables. garden plants and Reglonal.Court for Wnioclaw Fabryczna in roctaw, Section X mdnr@tly equity 49.30 49.30
nursery gardenin; ((Economiic) of the Nationat Court of Registrations associated | method
. . . Regional Court for Wroctaw-Fabryczna in Wroctaw, Section IX indirectly equity
S . .27 46.27
30.:PHP Mercus Sp. z 0.0. Polkowice |Trade and production of electrical cables Economic) of the National Court of Registrations associzted | method 46.2
Production of non-ferrous metals, goods . P, . . " . .
. . " ' Regional Court in Gliwice, Section X (Economic) of the National | indirectly equity
- 3 4,
31.|Walcownia Metali Labedy S.A. Gliwice :;:jfctc:sfnon ferrous metals and other Court of Registrations iated | method 3401 341
- . - . Regional Court in Gliwice, Section X (Economic) of the National | indirectly equity
32.{Energomedia "Labgdy" Sp. z ¢.0. Gliwice  [Supply of mediums (gas, power, water) Court of Registrations iated | method 34.11 340
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10. ENTITIES EXCLUDED FROM CONSOLIDATION OR VALUATION BY THE EQUITY METHOD

Revenue from
. Re i Tusi
Location of] Character of rr:amszr;n:]?:c{musmn Percentage of | Voting interest Shareholders' m;:lc Odf Financial
Ttem| Name of entity Head Primary activity of company capital ui rrl‘eSu‘)‘:in | share capital in General f zre ? clr: god [:n d mm‘;m Total assets
Office relationship equity N owned Meeting unds ofentity | procucts an result
valuation financial
operations
a b c d e f g h i j k
Servicing of fiscal and computer
repairs and servicing
Przedsigbiorstwo Ushigowe . under guarantee and post-guarantee, [ indirectly Low turnover and
L “Mercus Serwis" Sp. z 0.0. Lubin IT services, installation of iated value of assets 46.27 4627 161 828 50 338
nctworks, retail trade in fiscal and
computer equipment.
'Wholesale sales of electrical and
household goods, and of goods from
Przedsigbiorstwo Handlowe | Jelenia |porcelain and ceramics, wallpaper, indirectly | Low turnover and
2 "Mercus Plus" Sp. z 0.0. Goéra  |wooden goods, construction associated value of assets 2082 2082 3 o1 2085 (309 5797
materials and metallic goods, and
retail sales of consumables,
Wholesale sales of goods from
Przedsigbiorstwo Handlowo porcelain, ceramics and glass and of | .
3. {Ustugowe "Mercus Bis” Sp. gzb“."”“ consiruction materils, and retil | oo "‘;;lf‘e‘”‘;"’” ‘:;‘d 2314 23.14 220 1556 (413) 1940
Z0.0. FICZ3 | cales of furniture, lighting ofasse
cquipment, and of houschold goods.
Przedsigbiorstwo Handlowo
" . « . Retai trade in food products and indirectly Low turnover and
4. L)ngowe Lubinpex” Sp.z | Lubin food-related scrvices associated valuc of assets 37.02 37.02 6341 1598t 459 9393
wal ia Blach Sp. z 0.0 . " " . indirect! not subject to
5, |Walcownia Blach Sp. zoo. | . . production and processing of non 1nd1r§ct Y | aluation by equity 3411 411 Qo 2 6) -
in bankruptcy ferrous and precious metals associated methed

11. SHARE OF ENTITIES WITHIN THE CAPITAL GROUP IN THE CAPITAL OF OTHER ENTITIES IN
THE CAPITAL GROUP

Item Name of entity Value of Name of entity Share capital owned

share capital with share in the capital of the entity nominal value %

1. 2. 3. 4. S. 6.
1. {Polskie Centrum Promocji Miedzi S.A. 100 |KGHM Metale S.A. 65 65.00
- CBPM Cuprum Sp. z 0.0. 3 2.50
- KGHM Metraco Sp. z 0.0. 3 2.29
- Walcownia Metali "Labgdy” S.A. 3 0.85
2, Tgﬁ:ﬁ{;&w Ubezpieczer Wzajemnych 10200 |KGHM Polska Miedz S.A. 9500 93.14
- Interferie Sp. z 0.0. 50 0.49
DFM Zanam Sp. z 0.0. 25 0.25
INOVA Sp.zo.o. 25 0.25
- PeBeKa S.A. 163 1.59
- PHP Mercus Sp. z 0.0. 50 023
3. |Walcownia Metali Niezelaznych Sp. z 0.0. 36914 |KGHM Metale S.A. 23444 63.51
- Walcownia Metali "Labedy" S.A. 11262 10.41
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12. CHANGES TO ENTITIES SUBJECT TO CONSOLIDATION OR VALUATION BY THE EQUITY
METHOD IN THE PERIOD COVERED BY THE CONSOLIDATED FINANCIAL REPORT

Revenue from
the saleof
. Statuss of entity as at Dete of status . goods and Firancial
Itern Narre of the entity 31122001 Cause of status change | Status of entity as at 30.06.2002 and et Total assets
Shareholders | firancial
funds operations
] 2 3 ) 5 3 7 8 9 10
1. |AgreaLubin S.A 01012002 | aquisitionof sheres | 25501208 valuation by ety
method
2 [Odlewnia Metali Niezetazmych Sp. zoo. | indirectly subsidiary 17062002 | liquidation completed 12 213 (170) 1%
3, [Cupnm Bark SA associzted 26032002 sale of shares sold outside Group 44269 9 791 129 5439
4, |Zakiad Ushug Wielobranzowych Sp. zoo. | indirectly subsidiary 28062002 sale part of shrres “’“m‘y?:n‘f‘dﬁ““ 4393 43495 (56) 1294
5. [LcB Inkubator Praedsicbiorstw S.A. mm:‘;“;ﬁdﬁ"“ 15052002 | liquidation corrpleted tack of data |- lack of data | lack of data | lack of cata
comparty which is not
L, . commercial estity, . . . .
6 |Towarmysivo Ubezpieczeh Wezjemmych excluded from oLty | Stofvalutonby | entity valuesion by equity 18738 425) 352 35980
CUPRUM o equity method method

13. COMPARABILITY OF STATEMENTS

Data for comparable prior periods (the first half of 2001 and the full year 2001) were restated based on
accounting principles in force as at 1 January 2002 in order to insure comparability. A description of these
differences in relation to previously - published reports is presented in Additional Explanatory Note nr 16.

14. ADJUSTMENTS ARISING DUE TO AUDITOR OPINIONS

There were no qualifications to the consolidated financial report in the auditor’s opinions in the comparable prior
periods.

15. ACCOUNTING PRINCIPLES, VALUATION METHODS FOR ASSETS AND LIABILITIES,
DETERMINATION OF THE FINANCIAL RESULT CONSOLIDATION PROCEDURES OF
FINANCIAL STATEMENTS

In the presented periods the entities of the Capital Group applied the following accounting principles and
valuation methods as outlined in the Accounting Act dated 29 September 1994, and in the Industry Accounting
Principles and Chart of Accounts of KGHM Polska MiedZ S.A. in force as at 1 January 2002.

An exception to this are subsidiaries operating under the regulations of other countries:

- KGHM Polish Copper Ltd. (Great Britain),
- KGHM Kupferhandelsgesellschaft (Austria) , and
- KGHM Congo s.p.r.l. (Republic of Congo).

To meet the requirements of the consolidated report, the financial statements of these entities include
adjustments aimed at applying the principles used in the Capital Group.

Furthermore, some indirect subsidiaries in their own financial statements do not apply accounting principles
used by the Capital Group as respects to employee benefits provisions.

Appropriate adjustments were made in the financial statements of entities of major importance to the Capital
Group, in order to bring them in line with the accounting principles applied by the Capital Group.
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15.1. Intangible assets

Intangible assets include:

- acquired property rights — author’s property rights and related rights, licenses, concessions, rights to
inventions, patents, trademarks, utility and decorative designs, know-how,

- research and development costs of successfully-completed projects to be utilised in the production of new
products or improved technology, and

- purchased goodwill,

as well as the above rights used under a lease, tenancy or other similar agreement, if such an agreement met one

of the conditions specified in art. 3 section 4 of the Accounting Act dated 29 September 1994,

Intangible assets are valued at:

- the purchase cost for acquired property rights,

- the costs incurred for capitalised research and development projects, and

- the difference between the purchase price of an entity or its organised part, and the lower value of acquired
assets estimated at their fair value, for goodwill.

The initial value of intangible assets is decreased by accumulated planned depreciation and write-offs due to
permanent diminution in value.

Depreciation of intangible assets is based on the straight line method, adapted to the anticipated period of use, as

well as in the following manner:

- full depreciation of intangible assets whose value does not exceed the amount of fixed assets permitted
to be fully depreciated under the Tax Law,

- over a period of 5 years for costs of completed research and development projects;

- over a period of 5 years for goodwill and, in individually-justified cases, over a period of 20 years, and

- for acquired property rights, over the period of their useful life, established individually for the elements of
these property rights.

15.2 Tangible fixed assets

Tangible fixed assets include:

e fixed assets

- real estate, i.e. own land as well as acquired right to perpetual usufruct to land, also structures, buildings and
premises constituting a separate property, as well as rights to housing or business premises,

- machines, equipment, vehicles, etc.,

- improvements to external fixed assets (at the level of costs incurred),

- livestock, and

e fixed assets under construction and advances on fixed assets under construction.

Fixed assets also include external fixed assets used under a lease, tenancy or other similar agreement, if said

agreement meets one of the conditions specified in art. 3 section 4 of the Accounting Act dated 29 September

1994,

The entities of the Capital Group recognise as off-balance sheet the following items:

- State Treasury land received for perpetual usufruct, valued based on property assessment documents,

- external fixed assets, used based on agreements which do not meet the conditions specified in art. 3 section
4 of the Accounting Act dated 29 September 1994, and

- fixed assets destined to be liquidated, until the liquidation.

Fixed assets — the initial value of fixed assets is their purchase cost, and in the case of fixed assets manufactured,
their manufacturing cost.

Fixed assets disclosed or obtained free of charge are valued at the sale price of the same or similar assets. The
initial value of a fixed asset is increased by expenditure on its improvement.

Initial value and previously - made depreciation write-offs of fixed assets are revalued based on separate rulings,
though in no case being higher than fair value. Any difference arising on revaluation is recognised under
revaluation reserve capital.

The entities of the Capital Group make write-offs of fixed assets due to permanent diminution of value,
revaluing these fixed assets to the net sale price or to otherwise-evaluated fair value.
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Balance sheet depreciation write-offs are applied based on principles outlined in the Accounting Act dated 29
September 1994, as well as internal regulations applied by the entities of the Capital Group, based on the
following principles:

1. full depreciation of tangible assets whose value does not exceed the amount of fixed assets permitted to
be fully depreciated under the Tax Law,

2. fixed assets being the initial or complex equipment for a given site, whose value does not exceed the amount
of fixed assets permitted to be fully depreciated under corporate income tax rules, are depreciated over a
period between 3 and S years, and

3. other fixed assets are depreciated by the straight line method, i.e. by systematic write-off of their initial
value over the anticipated period of their useful life, in equal monthly increments proportionally to their
planned period of depreciation.

Fixed assets under construction — the initial value of fixed assets under construction is their purchase cost, and in
the case of manufactured assets, their manufacturing cost.

The value of fixed assets under construction is decreased by permanent diminution of value to the net sale price
or to otherwise-estimated fair value.

15.3. Long term investments

Long term investments comprise assets acquired to obtain an economic gain arising from their increase in value,

from interest gains, dividends, profit sharing or other benefits.

The following are recognised as long term investments:

- financial assets - shares, long term loans granted and other financial assets, including long term bank
deposits,

- real estate and intangible assets not used by the Capital Group, and

- other long term investments.

Long term investments are valued at their purchase cost. Financial assets which have an active market are valued
at their market price. Long term investments denominated in foreign currencies are valued at the buy exchange
rate applied on that day by the bank used by the entities of the Capital Group, but no higher than the average
exchange rate set for the given currency by the NBP on the date of purchase or balance sheet date.

At the balance sheet date the value of financial assets, shown at their purchase cost, are decreased by a
permanent diminution in value.

In cases where shares are obtained in exchange for a contribution in kind, the nominal value of shares is adjusted
to their purchase cost by the surplus in their nominal value over the book value of the assets.

Long term loans are valued at the amount due for payment, with the prudence principle retained.

15.4. Inventory

Inventory is comprised of:

- materials,

- semi-finished products and work in progress
- finished goods,

- goods for resale, and

- advances on deliveries.

During the year, inventories mentioned above are valued in accordance with the following principles:

- additions of materials and goods for resale at purchase cost,

- manufactured materials — at manufacturing cost,

- production wastes - at net realisable value,

- disposal of materials and goods for resale — calculated on the basis of weighted average costs for the given
itern,

- materials and goods for resale in stock - calculated on the basis of weighted average costs as for disposal,

- own products - finished products and semi-finished products - are valued at manufacturing cost, calculated
on the basis of average costs for the period

At the balance sheet date inventories are valued based on the above-mentioned principles, but not higher than the
net sale price.
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15.5. Long term contracts

Entities of the Capital Group apply a valuation method to each long term contract separately, depending on the
individual conditions for realisation of each contract.

15.6.  Debtors

Recognised as debtors are assets of a reliable estimated value characterised as bringing probable benefits.

From the point of view of maturity, these debtors are recognised as either long term or short term assets.
Recognised as long term assets are those debtors having a maturity date of over 12 months from the balance
sheet date, in all cases excepting those of trade debtors.

Recognised as short term assets are trade debtors regardless of their maturity date, as well as all other types of
debtors having a maturity date of less than 12 months from the balance sheet date.

Debtors are valued at the amount payable, with the prudence principle retained. Interest for delay in payments of
debtors are calculated based on contractual agreement.

Debtors denominated in foreign currencies are valued based on the following rates:

on the transaction date — at the average rate set for the given currency by the NBP.
For cases in which, on the date when the debtors arise, there is another rate given in customs declarations or
other binding documents, the debtors are valued at this rate. Debtor payments are valued at the currency buy
rate of the bank in which payment was realised,

on the balance sheet date debtors are valued at the lowest buy rate for the currency quoted on that date in
those banks in which the entities of the Capital Group realises its largest turnover, but no higher than the
average rate established for the given currency by the NBP for that day.

Provisions for doubtful debtors are created.

15.7.  Short term investments

Recognised as short term investments are those assets which are payable, due or designated for disposal within
12 months from the balance sheet date or from the date of their arising, issuance or acquisition, or representing
cash and cash equivalents.

The following are recognised as short term investments:

1.

2.

short term financial assets

shares and other securities, loans granted, other financial assets including term bank deposits and interest
accrued on financial assets being payable or due within 3-12 months from the date of their receipt, issuance,
acquisition or from establishment of the asset,

cash on hand and cash in current bank accounts,

other cash and cash equivalents,

other monetary assets, which include financial investments with high liquidity, and easily exchangeable for
known cash amounts, and

other short term investments.

Short term investments are valued at their purchase cost, or at their purchase price if the fransaction and
settlement costs are immaterial.

At the balance sheet date short term investments are valued at the lower of purchase cost and market value.
When the financial asset isn’t noted at the active market, its valuation is based on an individually-estimated fair
value, if such value is lower than the purchase cost (price).

Investments denominated in foreign currencies are valued based on the following rates:

on the acquisition date — at the average rate set for the given currency by the NBP,

at the balance sheet date — at the lowest buy rate for the currency quoted on that day in those banks which
handle transactions for the entities of the Capital Group with securities and other assets subject to valuation,
and in the case of derivative instruments at the lowest buy rate for the currency quoted in the bank which
handles the highest turnover of such instruments, but no higher than the average rate established for the
given currency by the NBP on that day,

monetary assets denominated in foreign currencies remaining in bank accounts on the balance sheet date are
valued at the buy rate applied on that date by the bank which maintains the given account, but no higher
than the average rate established for the given currency by the NBP on that day.
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15.8 Recognition and measurement of derivative financial instruments in the balance sheet

Derivative financial instruments are recognised in the books at the moment when the entity of the Capital Group
becomes a party to a contract. Purchased instruments are initially accounted for as short term financial assets at
their initial value, representing the purchase cost of the given instrument, or ~ in the case of sold instruments —
in short term liabilities, at the selling price of the given instrument. In the case of options the initial value
represents the premium obtained or paid, and reflects transaction costs.

At the balance sheet date derivatives are revalued to fair value. Derivatives having a fair value above zero are
treated as financial assets and are shown in short term financial assets, while instruments having a negative value
are treated as financial liabilities and are shown in short term liabilities.

15.8.1 Fair value

Estimated fair value is equal to the amount recoverable or payable to close an outstanding position at the balance
sheet date. Where possible, the market value was obtained. In the case of copper buy or sell commodity forwards
the fair value was estimated based on the official LME closing prices as at the balance sheet date for given
maturity dates. For silver we applied the LBM fixing price, also at the balance sheet date, and silver lease

rates for the given maturity dates. In other situations an appropriate valuation model was applied which made use
either of market data as at the balance sheet date, or of fair value quotations given by brokers.

15.8.2 Presentation of fair value changes and gains or losses from realisation of derivative instruments.
Presentation of the effects of changes in fair value or gains or losses from the realisation of derivative
instruments depends on their intended use. The instruments are divided into hedging instruments and instruments
held for trading. Hedging instruments are classified as fair value hedges and future cash flow hedges. In addition,
derivative instruments are divided into commodity market instruments and currency instruments.

15.8.3 Presentation of instruments held for trading

Profits and losses arising from changes in the fair value of instruments held for trading, due either to their
valuation at the balance sheet date or to their realisation, are presented as either financial costs or financial
income in the profit and loss account, in the period in which they arose.

15.8.4 Presentation of hedging instruments

Hedging, for accounting purposes, means designating one or more hedging instruments in such a way that the
change in their fair value would offset fully or partially the change in fair value of the hedged item or future cash

flow arising from it.

a) Fair value hedges

A derivative instrument used to hedge fair value is one which:

a) hedges the risk of changes in the fair value of recognised assets or liabilities (or their parts) and which may be
assigned to a particular type of risk associated with such elements, and

b) will have an impact on the reported net profit or loss.

Gains and losses arising from changes in fair value due to the valuation of instruments used as fair value hedges
at the balance sheet date are presented as financial costs or income in the profit and loss account, in the period in
which they arose.

Simultaneously, profits or losses on a hedged position which may be assigned to a given risk adjust the carrying
value of the hedged item and are immediately recognised in the profit and loss account.

RN _ARA0
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b) Cash flow hedges

Cash flow hedges:
a) hedge the exposure to variability of cash flows, that is attributable to a particular type of risk associated with
a recognised asset or liability, or a forecasted future transaction, and that

b) will affect reported net profit or loss

A hedge of future valid commitment is also recognised as a cash flow hedge.

Profits and losses arising from changes in fair value of cash flow hedges are presented as a separate item under
shareholders’ funds, in that portion in which the instrument represents an effective hedge of the associated
hedged item. The portion which is ineffective is taken directly to the profit and loss account.

If the hedged future valid commitment or forecasted transaction results in recognition of an asset or liability in
the balance sheet, then, at the time the asset or liability is recognised, all associated gains and losses that were
recognised in equity are removed from this position and are reflected in the purchase cost or other carrying
amount of the asset or liability. Gains or losses having arisen from this hedging instrument are included in the
profit and loss account when the given asset or liability affects the profit and loss account.

15.8.5 Dedesignation of hedges

The entity of the Capital Group ceases to recognise financial instruments in its accounts as hedging instruments
upon their expiry, sale, termination or realisation, or when the entity withdraws a designation of a given financial
instrument as a hedge. The entity of the Capital Group may designate a given instrument as a hedge in a new or
different hedging relationship or use it as a hedge of another type of risk.

In such a case, gains or losses arising from cash flow hedges in periods defined by the above-mentioned events
are retained in shareholders’ funds until the hedged item is realised.

If the hedge of future valid commitment or forecasted transaction becomes ineffective because the hedged
position no longer meets the definition of future valid commitment, or because of the possibility that the
forecasted transaction will not take place, then the profit or loss shown in shareholders’ funds is immediately
transferred to the profit and loss account.

The profit or loss from derivative instruments is recognised as financial income or costs, while in the cash flow
statement as operating activities.

15.9 Foreign-denominated bank loans as a future cash flow hedging transaction
Currency Risk Management within the dominant entity

According to Risk Management Policy, the dominant entity, wishing to avoid exposure to currency risk arising
from indebtedness, makes use of natural hedges by financing from loans denominated in US dollars.

The accounting policy applied should reflect such hedges in the financial statements of the dominant entity.

The purpose of risk management is to eliminate the currency risk connected with future, highly probable
revenues from sales in US dollars.

By incurring liabilities in the same currency in which it earns its revenues (forecast future sales transactions
denominated in USD), the dominant entity avoids exposure to the currency risk related to the said revenues in
the amount of the credit drawn.
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Credit drawn in US dollars is a hedging instrument against the currency risk connected with forecasted future
sales in US dollars.

This hedge relates to revenues which will take place after the liabilities (credit) maturity date

Thanks to this hedging, the dominant entity achieves a stable spot exchange rate for future revenues for the
period of the hedge.

At the hedging instrument maturity date, i.e. on the foreign currency liabilities repayment date, this hedging
relationship expires.

This hedging relationship is of a future cash flow hedging nature.

15.10 Embedded financial instruments

Neither the accounts of the entities of the Capital Group nor the consolidated financial report reflect embedded
financial instruments.
These instruments will be identified and presented in the annual report for the financial year.

15.11 Prepayments,

Recognised under prepayments are costs incurred or assets consumed which relate to future financial periods, for
which their value has been reliably established and which will produce future economic benefits.

Prepayments consist of:

- one time payments of wages together with charges,

- R&D costs, until their completion,

- annual payments due to property and personal insurance, subscriptions to periodicals, perpetual usufruct of
land, rent payments received in advance, etc.,

- one-off depreciation write-offs of fixed assets, being the initial or complex equipment for a given site,

- costs of telecommunications licences,

- new production preparation costs,

- social fund (ZFSS) write-offs settled within the year, and

- interest paid in advance on credit and loans.

Prepayments also include deferred tax assets.
From the point of view of their period of settlement, prepayments are qualified as short term or long term assets.

The entities of the Capital Group apply an individually-estimated period for write-offs of prepayments,
depending on their type and value.
Valuation of prepayments as at the balance sheet date reflects the prudence principle.

15.12  Shareholders' Funds
Shareholders' Funds consist of:

- share capital of the dominant entity shown at nominal value,

- reserve capital,

- revaluation reserve capital — capital from revaluation of fixed assets and from revaluation of derivative
instruments to their fair value, in that part reflecting an effective hedge,

- reserve capital created for purposes outlined by the Statutes of entities of the Capital Group,

- retained profit or uncovered losses from prior years, and

- net profit of the current financial period.

15. 13 Liabilities

Liabilities are recognised as the obligation, arising from past events, to provide benefits of clearly defined value
through the use of current or future assets.

Liabilities consist of:
- financial liabilities due to credit and loans, the issuance of debt securities, financial instruments, etc.
- trade liabilities,
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- liabilities due to customs, taxation, insurance and other public obligations,
- liabilities due to wages, and
- all other types of liabilities.

Also recognised as liabilities are:

- provisions for liabilities, whose maturity date is uncertain, but whose value may be reliably estimated,
- special funds — the Company Social Fund (ZFSS) and others, and

- accruals and deferred income.

Liabilities are valued at their nominal value on the date they arise.

At the balance sheet date they are valued at the payable amount — together with interest payable or the
revaluation of claims — at a level specified by contract and including exchange rate differences arising from the
valuation of liabilities at the exchange rate in force.

Liabilities denominated in foreign currencies are valued based on the following rates:

- on the date they arise — at the average rate set for the given currency by the NBP for that date, unless another
rate was given in customs declarations or other binding documents,

- on the balance sheet date — at the highest sell rate for the currency quoted on that date in those banks in
which the entities of the Capital Group realises its largest turnover related to foreign-denominated liabilities,
but no higher than the average rate set for the given currency by the NBP,

- for the payment of liabilities — at the currency sell rate in the bank used for payment of liabilities,

- for the drawing of credit or loans — at the currency sell rate prevailing on the date these liabilities arise, in
the bank from which the liabilities were drawn. On the balance sheet date — at the currency sell rate
prevailing in the bank from which the credit was drawn, but no lower than the average rate established for
the given currency by the NBP,

15.13.1 Contingent liabilities — off-balance sheet.

Recognised as contingent liabilities are potential future obligations to provide benefits, whose arising is

dependent upon the existence of specified events in the future.

The following are recognised as contingent (off-balance sheet) liabilities:

- guarantees and bills of exchange granted to third parties, arising from agreements,

- liabilities due to compensation for damages arising in connection with the economic activities, for cases
remaining in proceedings,

- suspended contingent environmental penalties,

- liabilities arising from innovation contracts, calculated based on future effects, and

- liabilities to the State Treasury due to freely-granted perpetual usufruct of land, in an amount reflecting the
valuation of such land based on property assessment documents.

15. 13.2 Provisions

Provisions are created for certain or probable future liabilities, whose value may be reliably estimated.

Provisions are created, among others, for the following liabilities:

- deferred income tax, created in connection with the positive temporary differences between the book value
of assets and liabilities and their taxable value,

- future employee benefits due to jubilee bonuses, retirement benefits and coal equivalent payments paid after
the employment period,

- future expenditure relating to mine closure costs, following mining excavation,

- the effects of legal and administrative proceedings,

- the granting of guarantees and other similar liabilities, from the moment in which the risk of incurring
expenses on behalf of a third party arises, and

- other future liabilities arising from unresolved issues.

The value of provisions is estimated internally.

The provision for deferred income tax is set at the amount of taxation due for payment in the future, and reflects
in most instances the prevailing income tax rate of the year in which the tax liability arises.
Provisions for future employee benefits as at 30 June 2002 in the dominant entity were valued by actuarial
methods. These provisions were divided into long and short term based on proportions set using statistical
methods by an actuary. Provisions in other Capital Group entities remain as valued at 31 December 2001. These
provisions were divided into long and short term based on estimations of actual payments.
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15. 13.3 Accruals

Recognised as accruals, shown in the balance sheet under shareholders funds and liabilities are probable
liabilities chargeable to the current financial period which arise from benefits obtained by the entities of the
Capital Group from contracted parties, if the value of the liability is known or may be reliably estimated, or
which arises from the obligation to provide future benefits based on current activities, whose value may be
reliably estimated.

Accruals include:

- wages together with charges paid once a year,

- accounting for the cost of fees arising from the appropriation of production, if they were not recognised as
non-invoiced liabilities,

- short term provisions due to unutilised vacations, revalued at year-end, and

- other short term provisions matched to revenues, representing future liabilities estimated on the basis of
signed agreements or other reliable estimates.

15.13.4 Deferred income

Deferred income includes:

- the equivalent amount of payments received or due from contracted parties, documented by VAT invoice,
due to benefits whose realisation will occur in future periods,

- income due, based on the valuation of long term contracts,

- cash and cash equivalents received to finance the acquisition or creation of fixed assets under construction
and of research projects which are settled simultaneously to depreciation write-off of fixed assets financed
by these sources,

- the value of fixed assets, fixed assets under construction and of intangible assets, obtained free of charge,
including as a donation, which are settled simultaneously to depreciation write-off of these assets, and

- negative goodwill, arising when the purchase price of an entity or an organised part thereof is lower than the
fair value of net assets obtained.

15.14 Revenues, costs, financial result
15.14.1 Revenues

Entities of the Capital Group recognise as revenues from sales the probable realisation in the financial period of
economic benefits, of a reliably-determined amount, in the form of an increase in the value of assets, or decrease
of liabilities, which lead to an increase in shareholders’ funds in a manner other than the granting of funds by its
owners.

Also recognised as revenues are:

1. other operating income, connected indirectly with its economic activities:

- profit from the disposal of fixed assets, fixed assets under construction and of intangible assets,

- write-offs of subsidies received to finance the acquisition or creation of fixed assets, fixed assets under
construction and research projects,

- write-offs of fixed assets and of intangible assets obtained free of charge or by donation,

- provisions released which were created in prior periods,

- the reversal of write-offs revaluing assets, upon elimination of the reason for which the write-offs were
made,

- penalties and charges received,

- funds recovered from the liquidation of fixed assets,

- adjustments to operating income from prior years, and

- other similar income.

2. financial income

- dividends and income from profit sharing,

- interest on investments, from funds on current bank accounts and from delay in payments from debtors,

- profits from the disposal of investments,

- surpluses of positive exchange rate differences over negative,

- the revaluation of short and long term investments, in that part not accounted for as revaluation reserve
capital,
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- the release of provisions created for financial liabilities, and
- other financial income.

3. extraordinary profits, arising in connection with the occurrence of unforeseen events which are not normally
part of the risk of performing business activities.

15.14.2 Costs

As costs are recognised the probable decrease in the financial period of economic benefits of a reliably-
determined amount, in the form of a decrease in the value of assets, or an increase of liabilities and provisions,
which lead to a decrease in shareholders’ funds or an increase in negative shareholders” funds in a manner other
than the withdrawing of funds by shareholders or owners.

Also recognised as costs are:

1. other operating costs, i.e. costs indirectly connected with operating activities:

- losses from the disposal of tangible fixed assets and intangible assets,

- the revaluation of non-financial assets, in that part not accounted for as shareholders’ funds,

- the amount of donated tangible assets and cash,

- the creation of provisions for future liabilities and anticipated costs with the exception of provisions for
financial liabilities,

- the payment of compensation, penalties, fines and court costs,

- costs connected with the liquidation of tangible fixed assets,

- the cost of unutilised production capacity caused by external factors, and

- other similar costs connected indirectly with operating activities.

2. financial costs

- interest on financial liabilities and on other liabilities, including delay in payments,
- losses from the disposal of investments,

- write-offs revaluing investments,

- surpluses of negative exchange rate differences over positive,

- the creation of provisions for financial liabilities, and

- other financial costs,

3. extraordinary losses, arising in connection with the occurrence of unforeseen events which are not normally
part of the risk of performing operating activities

Changes were made to accounting principles in the current financial period, aimed at adapting them to the
changes in the Accounting Act dated 29 September 1994.
Data of the comparable financial periods were restated to the principles prevailing in the current period.

15.15 The consolidation procedures of the Capital Group.
15.15.1 Organisational procedures:

1. At each balance sheet date the dominant entity determines the composition and structure of the Capital Group
based on reviewing all levels of the Group,

2. Related entities subject to consolidation are consolidated from the date on which control, co-ownership or a
significant level of influence was assumed, to the date on which control, co-ownership or the significant level of
influence was lost,

3. Consolidation does not include: subsidiaries, co-subsidiaries or associates valued by the equity method, in
cases outlined by art. 57 and 58 of the Accounting Act dated 29 September 1994,

4. Dominant entity ownership of lower level subsidiaries is determined by multiplying the percentage share of
the higher level entity by the percentage share in the lower level entity and its share in the subsidiary. The
resulting level of ownership is then increased by the direct share of the dominant entity of the higher level in the
subsidiary of the dominant entity of the lower level,

5. For the purpose of consolidation, the related entities apply uniform accounting principles in force in the
dominant entity and the same form and scope of the unit financial statements being the basis for consolidation of
the Capital Group. Data from entities applying different accounting principles are restated in accordance with
principles of the dominant entity, for consolidation purposes,

6. The consolidated financial statement is prepared at the balance sheet date and for the financial period as set for
the financial statements of the dominant entity,
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7. The consolidated financial statement is expressed in Polish currency. Data from financial statements of the
subsidiaries expressed in foreign currencies are converted into Polish currency based on valuation principles
described under methodological procedures,

8. The subsidiaries undergoing full consolidation and the non-commercial law co-subsidiaries consolidated on a
proportional basis, agree upon mutual transactions for the period and mutual settlements at the balance sheet
date.

15.15.2 Methodological procedures.
1. Consolidation methods
Subordinated entities are consolidated in accordance with the following methods:

- data of the subsidiaries - full consolidation, where the consolidated financial statements are made by
summing up respective items in the statements of these entities with the data from the statements of the
dominant entity, regardless of the percentage share of the dominant entity in the ownership structure of the
subsidiary entity, and of consolidation exclusions and adjustments,

- data of non-commercial law co-subsidiaries - proportional consolidation, where the items in the financial
statements of the dominant entity are summed up with a part of the respective items in the financial
statements of the co-subsidiaries proportionally to shares held by the entities of the Capital Group, and after
consolidation exclusions,

- shares in associates, shares in subsidiaries of a different business type, and also shares in commercial law
co-subsidiaries - by the equity method, where the shares expressed at purchase price are adjusted by the
difference between the purchase price and the value of the stake in the equity of these entities. This
difference is then recognised in the consolidated financial result and disclosed in a separate item of the
consolidated balance sheet.

2. Consolidation adjustments

2.1. goodwill and negative goodwill

- the difference in the value of shares in subsidiaries represented by the purchase price over the fair value of
the corresponding net assets as determined at the date control over these subsidiaries was assumed, being
either goodwill or negative goodwill, is subject to write-off to the consolidated profit and loss account.
Goodwill is written off based on the straight line method over five years, starting the month the control was
assumed. In individually justifiable cases write-offs are done over 20 years time,

- the difference between the purchase price of the shares in the associates or commercial law co-subsidiaries,

and the fair value of the corresponding part of the net assets, being goodwill or negative goodwill, is subject
to write-off as described above,

2.2, Exclusions from consolidation

- adjustment of shares in associates valued by the equity method by the amount of equity increase or decrease
in this entity by the investor, which took place in the period covered by the consolidation,

- conversion of the financial statements of related entities expressed in foreign currencies into Polish
currency,

- exclusion of the turnover in the financial period between related entities undergoing full consolidation,

- adjustments of profits and losses unrealised in the Capital Group, accounted for in the consolidated assets
and arising from sale of assets at prices other than their net book value,

- exclusion of mutual debtors and liabilities of all types,

- adjustments of dividends due or dividends paid by subordinated entities to the dominant entities at all levels
of the Capital Group,

- exclusion from equity of the minority interest.
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16. AVERAGE EXCHANGE RATE.

In the current period and in the comparable prior period the average Polish zloty exchange rates in relation to the
EURO, as set by the Polish National Bank, were as follows:

current period comparable period

l.exchange rate on the last day of the period 4.0091 3.3783
2.average rate calculated as the mathematical average

of the rates on the last day of each month

of the period 3.7026 3.5806
3.highest rate in the period

(Tab.nr 124/A/NBP/2002, Tab. nr 8/ A/NBP/2001) 4.0091 3.9189
4. lowest rate in the period

(Tab.nr 5/A/NBP/2002, Tab.nr 113/A/NBP/2001) 3.5015 3.3564

17. BASIC ITEMS OF THE BALANCE SHEET, PROFIT AND LOSS ACCOUNT AND CASH FLOW
STATEMENT IN EURO.

as on the last day in 000 EURO
1. Basic balance sheet items

current period comparable period
Assets in total 2006 197 2368 723
I. Fixed assets 1484 487 1750795
II. Current assets 521710 617 928
Shareholders’ funds and liabilities 2006 197 2 368 723
I. Shareholders’ funds 794 845 1178 673
[I. Minority interest 4 568 5259
IIT Negative goodwill of subordinated entities 178 577
IV Liabilities and provisions for liabilities 1 206 606 1184214

The EURO exchange rate used for calculating the balance sheet data on the last day of the current period, as set
by the NBP for that date, was 4.0091.

The EURO exchange rate used for calculating the balance sheet data on the last day of the comparable period, as
set by the NBP for that date, was 3.3783.

2. Basic profit and loss account items in 000 EURO
current period comparable period

[. Revenues from the sale of products, goods

and materials 673 381 720 084
II. Cost of sale of products, goods

and materials 549 059 586 050
III. Gross profit (loss) from sales 124 322 134 034
VL Profit (loss) from sales 34 093 30347
IX Operating profit 28976 22029
XIHI Profit (loss) before extraordinary items and taxation (5573) 17 431
XIV Extraordinary items 349 (393)
XV Goodwill of subordinated entities write-off (3 555)
XVI Negative goodwill of subordinated entities write-off 131 202
XVILProfit (loss) before taxation (5093) 13 685
XXII. Net profit (loss) (17 234) 1932

For calculating the profit and loss account for the current period the EURO exchange rate was calculated as the
mathematical average of the rates on the last day of each month of the period, and was set by the NBP for that
date as 3.7026.
For calculating the profit and loss account for the comparable period the EURO exchange rate was calculated as
the mathematical average of rates on the last day of each month of the period, and was set by the NBP for that
date as 3.5806.
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3. Basic cash flows items

in 000’ EURO
current period ~ comparable period
A. Net cash flow from operations 62 689 11850
B. Net cash flow from investing activities (74 082) (200 566)
C. Net cash flow from financing activities 37771 205 746
D. Total net cash flow (A+/-B+/-C) 26378 17 030
E. Change in balance of cash and cash equivalents (*) 19 649 24 586
F. Cash and cash equivalents — beginning of the period 38 781 46 379
G. Cash and cash equivalents — end of the period (F+/-D) 58430 70 965
(*) Exchange rate differences (6 729) 7 556

For calculating the cash flow statement for the current period the following EURO exchange rates were applied:

- datain A,B,C,D - average exchange rate calculated as the mathematical average of rates as on the last day
of each month of the period, as set by the NBP for that day, i.e. 3.7026,

- datain F —as set by the NBP as at 31 December 2001, i.e. 3.5219

- datain G- as set by the NBP as at 30 June 2002, i.e. 4.0091.

For calculating the data of the cash flow statement for the comparable period the following EURO exchange

rates were applied:

- datain A,B,C,D - average exchange rate calculated as the mathematical average of rates as on the last day
of each month of the period, as set by the NBP for that day, i.e. 3.5806,

- datain F —as set by the NBP as at 31 December 2000, i.e. 3.8544,

- datain G —as set by the NBP as at 30 June 2001, i.e. 3.3783.

18. DIFFERENCES BETWEEN POLISH AND INTERNATIONAL ACCOUNTING STANDARDS.

Entities of the Capital Group applied accounting principles and methods in accordance with the Accounting Act
of 29 September 1994. The financial result and certain balance sheet items differ in amount from that which
would be shown in financial statements prepared in accordance with International Accounting Standards (‘IAS’).

Differences between the accounting principles applied by the Capital Group and those of IAS arise as a result of
the matters described below:

18.1 Accounting for the effects of hyperinflation in prior years

In the financial statements the effects of hyperinflation were not accounted for in accordance with International
Accounting Standard 29, Financial Reporting in Hyperinflationary Economies. This relates to the purchase of
fixed assets during a hyperinflationary period in prior years, in which the purchase price would be adjusted to
that of the equivalent purchasing power on the balance sheet date in financial statements prepared during this
period. The carrying value of these assets and of other non-cash assets adjusted in this way becomes a cost in
later financial statements, and also the basis for depreciation calculations. In approximation this concerns fixed
assets purchased prior to the second half of the financial year 1996.

18.2 Revaluation of fixed assets

A portion of fixed assets is shown at a revalued amount determined as at 1 January 1995 in accordance with a
Ruling by the Minister of Finance dated 20 January 1995 (Dz.U. Nr 7 item 34). The method applied for the
revaluing of fixed assets does not however fulfil the requirements of IAS concerning the revaluation of fixed
assets since, according to IAS, on the balance sheet date the revalued amount should not significantly differ from
the fair value of the asset. The most recent revaluation of fixed assets was carried out by the Company based on
the level of prices in September 1994, as a result of which the estimated value may significantly differ from the
fair value of fixed assets as at the end of the period. In addition, revaluation should include all fixed assets within
a given group, and not only those purchased prior to 1 January 1995.

18.3 Provisions for mine closure costs
The dominant entity creates provisions for anticipated mine closure costs using the unit of production method,

i.e. the costs of creating such provisions are charged to all financial periods until the end of exploitation, in
proportion to the amount of ore excavated in a given period to that of the entire anticipated amount to be
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excavated. This provision reflects costs associated with the future liquidation of existing mining works which
will be incurred during the cessation of mining activities.

Changes in the amount of this provision at each balance sheet date result from changes in the estimated cost of
liquidation and reflect the impact of discounting as set at the end of 2001. The effects of such changes are
reflected in the profit and loss account.

According to TAS, liabilities arising from the costs of future mine liquidation arise at the time and as a result of a
mine’s construction, and should be recognised as a portion of the costs of construction of a given asset. This
cost, calculated according to a fair value, is in turn depreciated together with other costs of construction of the
given asset. As a result, the provision currently recognised in the balance sheet reflects the current value of all
costs of mine liquidation arising from the current state of the mine works.

18.4 Specialised spare parts

In the financial statements of the dominant entity spare parts are accounted for as an element of inventory.
According to IAS, specialised spare parts which are utilised for a period longer than one year, or are utilised
solely for either maintenance or for the servicing of certain fixed assets, should also be included amongst fixed
assets and depreciated for a period not longer than the related fixed asset.

18.5 Scope of disclosures

The requirements of certain International Accounting Standards comprise a broader scope of disclosures than
that of this half-year consolidated financial report.
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CONSOLIDATED BALANCE SHEET

[ Note | HI1/2002 ] 2001 | Hi2001 |
ASSETS
1. Fixed Assets 5951 458 5920 420 5914 709
1. Intangible fixed assets, of which: 1 578 031 606 595 818 452
- goodwill 2152 2285 2 829
2. Goodwill of subordinated entities 2 112 609
3. Tangible fixed assets 3 4542 626 4 522 046 4 148 269
4. Long term debtors 4,9 3 886 3 898 4371
4.1. From related entities
4.2. From other entities 3 886 3898 4371
5. Long term investments 5 623 477 619 800 615 068
5.1. Real estate 5068
5.2. Intangible fixed assets
5.3. Long term financial assets 618 409 619 800 615068
a) in related entities, of which: 38 890 43 152 42 954
-shares in subordinated entities valued by the equity method 38 883 43 145 42 948
- shares in subsidiaries and co-subsidiaries not subject to consolidation
b) in other entities 579519 576 648 572114
5.4. Other long term investments
6. Long term prepayments 6 203 438 168 081 215940
6.1. Deferred tax asset 192 593 158 264 199 485
6.2. Other prepayments 10 845 9817 16 455
II. Current assets 2 091 585 1943 204 2 087 547
1. Inventory 7 1 080 821 998 836 1021 742
2. Short term debtors 8,9 597 735 579 687 509 391
2.1. From related entities 5628 1224 2715
2.2. From other entities 592 107 578 463 506 676
3. Short term investments 10 321487 322 698 477 230
3.1 Short term financial assets 321487 322 698 477 230
a) in related entities 389 8 259
b) in other entities 87235 185 726 229230
¢) cash and cash equivalents 234 252 136 583 239 741
3.2. Other short term investments
4. Short term prepayments 11 91 542 41983 79 184
Total assets 8 043 043 7 863 624 8 002 256
SHAREHOLDERS' FUNDS AND LIABILITIES
1. Shareholders' Funds 3186613 3220997 3981911
1. Share capital 13 2 000 000 2 000 000 2 000 000
2. Called up share capital not paid
3. Own shares i4
4. Reserve capital 15 1227 680 1423 463 1 407 966
5. Revaluation reserve capital 16 759 869 744 149 758 536
6. Other reserve capital 17 648 510 510
7. Exchange rate differences arising from subordinated entities 20 120 17 755 16 950
a. positive exchange rate differences 20120 17755 16 950
b. negative exchange rate differences
8. Retained profit (uncovered loss) from prior years (757 892) (222 210) (208 968)
9. Net profit (loss) (63 812) (742 670) 6917
10. Write-off of net profit in the financial year (negative value) 18
1I. Minority interest 19 18312 15 447 17 764
III. Negative goodwill of subordinated entities 20 712 1216 1950




EXEMPTION NUMBER<.82-443

KGHM Polska Miedz S.A. SA-PS 2002
1V. Liabilities and provisions for liabilities 4 837 406 4625 964 4000 631
1. Provisions for liabilities 21 1222 533 1 161 661 927 933
1.1. Provision for deferred income tax 118 496 104 265 77 138
1.2. Provision for retirement and related benefits 692 172 696 434 530611
a) long term 641216 641 230 480 803
b) short term 50956 55204 49 808
1.3. Other provisions 411 865 360 962 320 184
a) long term 288 816 261 762 240 536
b) short term 123 049 99 200 79 648
2. Long term liabilities 22 272223 253 878 280 346
2.1. Toward related entities
2.2, Toward other entities 272223 253 878 280 346
3. Short term liabilities 23 3136212 3136787 2 442 600
3.1. Toward related entities 30 391 22226 16 035
3.2. Toward other entities 3031527 3 058 549 2 356 961
3.3. Special funds 74 294 56 012 69 604
4. Accruals and deferred income 24 206 438 73 638 349 752
4.1. Negative goodwill
4.2. Other accruals and deferred income 206 438 73 638 349 752
a) long term 2508 2692 4 595
b) short term 203 930 70 946 345 157
Total shareholders' funds and liabilities 8 043 043 7 863 624 8 002 256
Net assets 3186613 3220997 3981911
Shares outstanding 200 000 000 200 000 000 200 000 000,
Net assets per share (in PLN) 25 15.93 16.10 19.91
Diluted shares outstanding
Diluted net assets per share (in PLN) 25
OFF-BALANCE SHEET ITEMS Note H1/2002 2001 H1/2001
1. Contingent debtors 26 68 605 74 831 75388
1.1. From related entities (due to)
- received guarantees
1.2. From other entities (due to) 68 605 74 831 75 388
- received guarantees 336 4 530 1873
- contested State budget issues 49 221 52 520, 52792
- bills of exchange debtors 18 690 14 566 17 266
- other 358 3215 3457
2. Contingent liabilities 26 19 496 21 558 1099 850
2.1. Toward related entities (due to) 17 231 19 666 1 099 424
- granted guarantees 17 231 19 666 1 099 424
2.2. Toward other entities (due to) 2 265 1892 426
- granted guarantees 2 265 1 892 426
3. Other (due to) 307234 301783 347553
- bills of exchange 34 708 39286 30 842
- contingent penalties 121 316
- perpetual usufruct of land 198 478 197 054 194 501
- liabilities connected with the investment in CONGO 69 615
- liabilities due to rationalisation and R&D work, and other unrealised 14 287 22976 34920
agreements
- contested State budget liabilities 48 685
- other unresolved and disputed issues 10 955 42 151 17 675
Total Off-Balance Sheet Items 395 335 398 172 1522 791




KGHM Polska Miedz S.A. SA-PS 2002

CONSOLIDATED PROFIT AND LOSS ACCOUNT

EXEMPTION NUMBER™"87-4539

Note H1/2002 H1/2001

I. Net revenue from the sale of products, goods and materials, of which: 2493 261 2578333
- from related entities 7 676 6125
1. Net revenue from the sale of products 27 2417 664 2452 200
2. Net revenue from the sale of goods and materials 28 75 597 126 133
II. Cost of sale of products, goods and materials, of which: (2 032 945) (2 098 409)
- from related entities (7 299) (4 673)
1. Cost of manufactured products sold 29 (1973 993) (1989 017)
2. Cost of goods and materials sold (58 952) (109 392)
I11. Gross profit (I-1I) 460316 479 924
IV. Selling costs 29 (45 578) (51 926)
V. General administrative costs 29 (288 507) (319 337)
V1. Profit from sales (III-IV-V) 126 231 108 661
VIIL. Other operating income 85 764 16 410
1. Profit from disposal of non-financial assets 374 1 650
2. Subsidies 216 164
3. Other operating income 30 85174 14 596
VIII. Other operating costs (104 707) (46 193)
1. Loss from disposal of non-financial assets

2. Revaluation of non-financial assets (19 470) (3 846)
3. Other operating costs 31 (85 237) (42 347)
1X. Operating profit (loss) (VI+VII-VII) 107 288 78 878
X. Financial income 32 101 380 236 331
1. Dividends and share in profit, of which: 553
-from related entities 551
2. Interest, of which: 31 804 16 622
- from related entities 271 1309
3. Profit from the disposal of investments 3195
4. Revaluation of investments 83 532 111 436
5. Other (17 151) 107 720
XI. Financial costs 33 (228 287) (252 916)
1. Interest, of which: (85 063) (63 589)
- for related entities (231) (169)
2. Loss from the disposal of investments (27 092)
3. Revaluation of investments (51 625) (136 439)
4. Other (91 599) (25 796)
XII. Profit (loss) on the sale of all or some shares in subordinated entities 34 (1016) 121
XIII. Profit (loss) before extraordinary items and taxation (IX+X-XI+/-XII) (20 635) 62414
XIV. Result on extraordinary items (XIV.1.-XIV.2.) 1292 (1 408)
1. Extraordinary gains 35 3 342 902
2. Extraordinary losses 36 (2 050) (2310)
XV. Write-off of goodwill of subordinated entities 0 (12 730)
XVI. Write-off of negative goodwill of subordinated entities 486 724
XVIL Profit (loss) before taxation (XIII+/-XIV-XV+XVI) (18 857) 49 000
XVIIIL. Taxation 37 (45 732) (44 809)
a) current taxation (80 861) (90 380),
b) deferred taxation 35 129 45 571
XIX. Other obligatory deductions from profit (loss increase) 38

XX. Share in net profit (loss) of subordinated entities valued by the equity method 1 484 2197
XXI. Minorities (profit) loss (707) 529
XXIL. Net profit (loss) (XVII-XVII-XIX+/-XX +/-XXI) 39 (63 812) 6917
Net profit (Joss) (annualised) (813 399) 232316
Weighted average number of ordinary shares 200 000 000] 200 000 000
Net profit (loss) per share (in PLN) 40 (4.07) 1.16
Weighted average diluted number of ordinary shares

Diluted profit (loss) per ordinary share 