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INDEPENDENT CERTIFIED AUDITOR’S REPORT ON THE REVIEW
OF THE FINANCIAL STATEMENTS FOR THE PERIOD FROM
1 JANUARY 2003 TO 30 JUNE 2003

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

We have reviewed the enclosed financial statements of KGHM Polska Miedz S.A. located in
Lubin, ul. Marii Sklodowskiej-Curie 48, including:
— introduction to the financial statements;

— balance sheet prepared as of 30 June 2003, with total assets and liabilities of
PLN 8,385,537 thousand,;

— profit and loss account for the period from 1 January 2003 to 30 June 2003 disclosing
a net profit of PLN 188,967 thousand;

— statement of the changes in equity disclosing an increase in equity of PLN 269,672
thousand;

— cash flow statement for the period from 1 January 2003 to 30 June 2003 showing a net
cash inflow of PLN 45,183 thousand; '

- additional information and explanations.
Accuracy, correctness and clarity of the information included in these financial statements is

the responsibility of the Management Board of KGHM Polska Miedz S.A. Our responsibility
was to review these financial statements.



Our review was conducted in accordance with auditors’ professional standards issued by the
National Board of Certified Auditors.

The review included mainly an analysis of the data from the financial statements, review of
accounting records and analysis of the information obtained from the Management Board and
employees responsible for finance and accounting at KGHM Polska Miedz S.A. The scope
and method of the review of financial statements significantly differs from the audit. The
objective of the review is not to express an opinion on the true, fair and clear character of the
financial statements and therefore, we do not express such opinion.

Our review did not indicate the need for any significant changes to the attached financial
statements in order to ensure that they correctly, fairly and clearly present the economic and
financial position of KGHM Polska Miedz S.A. as of 30 June 2003 and its financial result for
the period from 1 January 2003 to 30 June 2003 in accordance with accounting principles
determined by the Accounting Act of 29 September 1994 (Dz. U. from 2002 No. 76, item
694) and other regulations issued based on this Act as well as requirements set forth by the
Council of Ministers’ ordinance of 16 October 2001 on detailed requirements to be fulfilled
by the prospectus and summary prospectus (Dz. U. No. 139, item 1568, with subsequent
amendments) and the Council of Ministers’ ordinance of 16 October 2001 on current and
periodical information submitted by issuers of securities (Dz. U. No. 139, item 1569, with
subsequent amendments).

Without qualifying the correctness and fairness of the audited financial statements, we would
like to point up the following:

— Information included in additional explanatory note No. 2. During tax inspection covering
2001, the tax inspection office questioned the method applied by the Company for
allocating input VAT related to taxable sales. Tax proceedings are currently under way,
and the final outcome and effects of the dispute cannot be foreseen. Until the date of
issuing this report, the Company did not receive a final decision on this case.
Consequently, the Company did not create a provision for covering potential liabilities
that may arise if the decision is unfavourable. The amount of PLN 24,103 thousand
presented under contingent liabilities includes tax assessment, interest and sanctions for
2001.

— Information included in additional explanatory note No. 23. Due to the short period of
operations of Telefonia Dialog S.A. as a provider of telecommunication services, the
possibility of a positive decision regarding redemption of concession fees in exchange for
investment outlays and the effects of proposed consolidation of independent service
providers if it proves successful, the Company disclosed in its financial statements as of
30 June 2003 the held shares of Telefonia Dialog S.A. in the amount of PLN 875,735
thousand and long-term financial assets due to purchased bonds of that company in the
amount of PLN 1,372,647 thousand at purchase cost, without potential revaluation write-
offs.

— The fact that the presented financial statements are individual financial statements drawn
up primarily for statutory purposes. They cannot serve as the sole basis for assessing the
economic and financial condition of the Company which is a holding company of a
Capital Group. In accordance with provisions of the Accounting act, the Company
disclosed held shares in controlled entities at purchase price with the consideration of



permanent impairment write-offs. In additional explanatory notes No. 21-22, the
Company presented the effects of applying the equity method in measurement of shares
in controlled entities. Beside these individual financial statements, the Company draws up
consolidated financial statements of the Capital Group of which it is the holding
company.

The above report is a translation from the original Polish version. In case of any
discrepancies between the Polish and English version, the Polish version shall prevail. The
attached 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.

Lidia Pstrocka-Piorun Person; repjes nting the entity
/-,
Certiftéd auditor Maria Rz¢pnikowska
No. 9698 Chairman{Management Board

Deloitte & Touche Audit Services Sp. z o.o.
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

Warsaw, 18 August 2003
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KGHM Poiska Miedz S.A. in 000’ PLN

INTRODUCTION TO THE HALF-YEAR FINANCIAL REPORT

1. NAME, HEAD OFFICE, BUSINESS

KGHM Polska Miedz S.A. with its head office in Lubin is a stock company registered at the Wroclaw
Fabryczna Regional Court, Section IX (Economic) of the National Court of Registrations under No. KRS 23302.
The basic business of the Company comprises:

the mining of copper ore,

the mining of non-ferrous metals ores,

the excavation of gravel and sand,

the production of salt,

the production of copper ,

the production of copper products in the form of semi-products,

the production of precious metals,

the production of lead, zinc and tin,

the production of other non-ferrous metals,

the casting of light metals,

the casting of other non-ferrous metals with the exception of copper and copper alloys,

the forging, pressing, stamping and roll forming of metal; powder metallurgy,

the management of metallic wastes and scraps,

the management of industrial wastes,

wholesale sales based on direct or contractual payments,

the warehousing, storage and preservation of goods in marine ports, river ports and in other storage
facilities,

other financial intermediation,

activities connected with the management of holding entities,

geological-exploratory activities,

technical research and analysis,

general construction activities with respect to mining and production facilities,

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

scheduled and non-scheduled air transport,

reproduction of computer media,

fixed-line telephony and telegraphy, data transmission, and other telecommunications services,

the rental of office machinery and equipment, hardware consultancy and software-related activities,

data processing,

data base activities,

maintenance and repair of office, accounting and computing machinery,

other computer-related activities, and

other forms of education

The shares of KGHM Polska MiedZ S.A. are listed on a regulated market under the “metals industry” sector of
the Warsaw Stock Exchange.

2. TIME FRAME OF COMPANY EXISTANCE

KGHM Polska Miedz S.A. has been conducting its business since 12 September 1991. The time frame of its
activities is unlimited. The legal antecedent of the Company was a State-owned enterprise Kombinat Gémiczo-
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 FINANCIAL STATEMENTS

The financial statements of the Company presented in the report comprise:
- the current period from 1 January to 30 June 2003, and
- the comparative period from 1 January to 30 June 2002.
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3.1 COMPOSITION OF BODIES OF THE COMPANY

The Supervisory Board

Due to the resignation of Witold Kozidski from membership of the Supervisory Board of KGHM Polska
Miedz S.A., and the expiry of his mandate, from 5 November 2002 to 8 January 2003 the Supervisory Board
was composed of the following persons:

Bohdan Kaczmarek Chairman of the Supervisory Board

Jerzy Markowski Vice Chairman of the Supervisory Board

Jan Rymarczyk Secretary of the Supervisory Board

Janusz Maciejewicz

Marek Wierzbowski

together with the following employee representatives

J6zef Czyczerski

Leszek Hajdacki

Ryszard Kurek

By Resolution Nr 3/2003 of the Extraordinary General Meeting dated 8 January 2003, Jerzy Kisilowski was
appointed to the Supervisory Board of the Company.

As at 30 June 2003 the Supervisory Board of the Company was composed of 9 persons as above.

The Management Board
During the period from 1 January 2003 to 23 January 2003 the Management Board of KGHM Polska Miedz
S.A. was comprised of the following persons:

Stanistaw Speczik President of the Management Board

Stanistaw Siewierski First Vice President of the Management Board, Vice President for
Production

Witold Bugajski Vice President of the Management Board for Development

Grzegorz Kubacki Vice President of the Management Board for Employee Affairs

Jarostaw Andrzej Szczepek Vice President of the Management Board for Finance and Commerce

By Resolutions Nrs 1/V/03, 2/V/03 of the Supervisory Board of KGHM Polska MiedZ S.A. dated 23 January
2003 the following persons were recalled from the Management Board: Stanistaw Siewierski and Witold
Bugajski. By Resolution Nr 4/V/03 dated 23 January 2003, Tadeusz Szelag was appointed as a Vice President of
the Management Board for Production.

Due to expiration of the IVth term Management Board of KGHM Polska Miedz S.A., the Supervisory Board, by
resolutions Nr 51/V/03 and 53/V/03 dated 29 May 2003 the Vth term Management Board of KGHM Polska
Miedz S.A. was appointed, in its existing form. The only change was in the name of the position of Mr. Jarostaw
Andrzej Szczepek, which is now referred to as “Vice President of the Management Board for Finance and
Economics”.

4. COMBINED DATA OF THE FINANCIAL REPORT.

The financial reports of the Company for the given period and comparable prior period were prepared as
combined statements of the Company’s divisions ~ each having its own accounting system - following
elimination of mutual revenues and costs and of mutual debtor and creditor balances.

KGHM Polska Miedz S.A. as a dominant entity prepares and publishes consolidated financial statements.

5. MERGER OF COMPANIES

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

6. GOING CONCERN CONSIDERATION

The statements of the Company have been prepared under the going concern concept. There are no reasons
suggesting any threats to the going concern consideration in the foreseeable future.

7. COMPARABILITY OF STATEMENTS

Comparable data for the half - year 2002 were restated based on accounting principles in force as at 1 January
2002 in order to insure comparability, and were adapted in the financial report for 2002 with respect to the
creation of a provision for mine closure costs and with respect to the disclosure of embedded instruments. A
description of these differences in relation to previously-published reports is presented in Additional
Explanatory Note nr 16.
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8. ADJUSTMENTS ARISING DUE TO AUDITOR OPINIONS.

There were no qualifications to the financial statements of the Company in the auditor’s opinions in the
comparable prior periods.

9. ACCOUNTING PRINCIPLES, VALUATION METHODS

In the presented periods the Company 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.

9.1. 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 goodwil! 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.

9.2 Tangible fixed assets

Tangible fixed assets include:

o 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

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

In addition, future mine closure costs are capitalised in fixed assets. These costs, after being discounted, increase

the initial value of fixed assets and are subject to depreciation beginning from the moment they are brought into

use, proportionally to the period as established in the schedule of liquidation.

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 Company recognises as off-balance sheet the following items:

- State Treasury land received for perpetual usufruct, its valued based on property assessment documents,
these documents being the basis for making usufruct payments,

- 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,

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

- low-value assets meeting conditions for classification as fixed assets excluded from the balance sheet based
on Art. 4section 4 of the Accounting Act.

82-4639
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Fixed assets — the initial value of fixed assets is their purchase cost, and in the case of fixed assets manufactured
by the Company, 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 Company makes 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.

The Company applies balance sheet depreciation write-offs based on principles outlined in the Accounting Act
dated 29 September 1994, as well as internal regulations approved by the Management Board of the Company,
1e.

- the Industry Table of Depreciation Rates, and

- the Industry Catalog for Selection of Additional Balance Sheet Depreciation Rates.

Depreciation write-offs are made 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 5 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.

In the current financial period the Company used non-depreciable external fixed assets worth PLN 3 639

thousand based on leasing agreements.

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.

9.3. Long term investments

The Company recognises as long term investments 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 fixed assets not used by the Company, 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 Company, 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.

9.4. Inventory

Inventory is comprised of:

- materials ,

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

- goods for resale, and
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- advances on deliveries.

Inventories 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
item,

- 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.

9.5. Long term contracts

The Company applies a valuation method to each long term contract separately, depending on the individual
conditions for realisation of each contract. At the balance sheet date there were no long term contracts meeting
valuation requirements covered by Art. 34 a.

9.6. Debtors

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

From the point of view of maturity, these debtors are recognised as either long term or short term assets.

The Company recognises as long term assets those debtors having a maturity date of over 12 months from the
balance sheet date, in all cases excepting those of trade debtors.

The Company recognises trade debtors as short term assets 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 Company realises its largest turnover, but no higher than the average rate
established for the given currency by the NBP for that day.

The Company creates provisions for doubtful debtors.

9.7. Short term investments

The Company recognises as short term investments 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. 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

2. other short term investments.

Short term investments are valued at their purchase cost, or at their purchase price if the transaction and

settlement costs are immaterial.
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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 for the Company transactions 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.

9.7.1 Derivative financial instruments
1. Recognition and measurement of derivative financial instruments in the balance sheet

Derivative financial instruments are recognised in the books at the moment when the Company 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. Embedded derivative financial instruments are
extracted from a mixed agreement containing an embedded derivative financial instrument and are recognised in
the books at the date when the agreement is entered into, if all of the following conditions are met:

- The agreement containing the embedded derivative financial instrument (a mixed agreement) is not valued
at its fair value, whose changes are recognised under financial income or costs,

- The nature of the embedded derivative financial instrument and its related risks are not closely connected to
the nature of the underlying agreement and its related risks,

- A separate instrument, whose nature is comparable to that of an embedded derivative financial instrument,
would meet the definition of a derivative financial instrument.

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.

2. 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.

2.1 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.

exenipTion RUMBER: 82-4630
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2.2 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.

2.3 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.

b) Cash flow hedges

Cash flow hedges:
- 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

- 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 recognised in the
profit and loss account when the given asset or liability affects the profit and loss account.

2.4 Dedesignation of hedges

The Company ceases to recognise financial instruments in its accounts as hedging instruments upon their expiry,
sale, termination or realisation, or when the Company withdraws a designation of a given financial instrument as
a hedge. The Company 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.
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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.

9.7.2. Foreign-denominated bank loans as a future cash flow hedging transaction

Currency Risk Management within the Company

According to Risk Management Policy, the Company, 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 Company.

The Company's goal is to eliminate 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 Company avoids exposure to the currency risk related to the said revenues in the
amount of the credit drawn.

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 Company 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.

5.8 Prepayments,

The Company recognises under prepayments costs incurred or assets consumed which relate to future financial
periods. The value of these costs was based on their 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,

- new production preparation costs,

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

- interest paid in advance on bank and other 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.
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The Company applies an individually-estimated period to write-offs of prepayments, depending on the type and
amount of the item.
Valuation of prepayments as at the balance sheet date reflects the prudence principle.

9.9, Shareholders' Funds

Shareholders' Funds consist of:

- share capital shown at nominal value,

- reserve capital created and utilised pursuant to Company Statutes,

- 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 the Company,

- retained profit or uncovered losses from prior years, and

- net profit from the current financial period.

9. 10. 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 of the Company.

The Company includes as liabilities:

- financial liabilities due to bank and other loans, the issuance of debt securities, financial instruments, etc.

- trade liabilities,

- 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 