Exemption number: 82 4639

KGHM POLSKA MIEDZ S.A.

ul. M. Sktodowskiej-Curie 48 g f» o Tel exchange: (48 76) 847 82 00
59-301 Lubin, Poland LA S 72 Fax: (48 76) 847 85 00

Att: | Division of Corporation Finance
Office of International Corporate

Finance
Company: | United States Secuitities Phone: | 1202 94 22 990
and Exchange Commission Fax: 1202 94 29 624
From: | Andrzej Kowalczyk |contact name) Phone: | (48 76) 847 82 31

Director, Ownership Supervision and
Investor Relations

Company: | KGHM Poiska Mied.r S.A. Fax: | (48 76) 847 82 05
E-mail:
Date: | 10 March 2004 No of 7
sheets:

s I

04010474

In accordance with §57, section 1, point 3 of the Decree of the Council of Ministers
dated October 16, 2001 - Dz.U. No 139, item 1569 and from 2002 No 31, item 280,
the Board of Management of KGHMI Polska Miedz S.A. hereby provides the Annual
Report for year 2003.

Herein are presented only the balance sheet, profit and loss account,
description of changes in shareholders' funds and statement of cash flows. The
United States Securities and Exchange Commission will receive the complete hard
copy of the Annual Report for year 2303 by express mail shortly.

Sincerely PR%ESS&D
4

WICEPREZES ZARZADU

/%ds aw Andyzej Szczepek 7
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EXEMPTION NUMBER: 82 4639

" (in *000PLN)
|BALANCE SHEET [ Note | 2003 | 2002 ]
ASSETS
L. Fixed assets 6621 088, 6439 830
1. Intangible fixed assets, of which: 1 23 896 18 097
- goodwili .
2. Tangible fixed assets 2 3132.308 3014 125
3. Long term debtors 3,8 46 716 48016
3.1, From related entities 44 876 46 086
3.2. From other entities 1 840 1930
4. Long term investments 4 3117 920} 3167 556
4.1. Real estate
4.2, Intangible fixed assets
4.3. Long term financial assets 3117920 3167 556
a) in related entities, of which: 2617941 2 590 088
- shares in subordinated entities valued by the equity method
b) in other entities 499 579, 577 468
4.4, Other long term investments
5. Long term prepayments 5 300 247, 192 032
5.1. Deferred income tax asset 299 000 187 704
5.2. Other prepayments 1247 4 328
II, Current assets 2074 257 1715242
1. Inventory 6 776 931 846 855
2. Short term debtors 7, 8 541 006 585971
2.1. From related entities 49 754 44 158
2.2. From other entities 491 252 541 813
3. Short terrn investments 750973 277 790
3.1 Short term financial assets 9 750 973 277 790
a) in related entities 3 515
b) in other entities 476 650 159 319
c) cash and cash equivalents 270 808 118 471
3.2. Other short term investments
4, Short term prepayments 10 5347 4 626
Total assets 8 695 345 8 155 072
SHAREHOLDERS' FUNDS AND LIABILITIES
1. Shareholders’ Funds 4 006 502 4 010 925
1. Share capital 12 2 000 000 2 000 000,
2, Called up share capital not paid (negative value)
3. Own shares (negative value) 13
4. Reserve capital 14 1 194 236 998 829
S. Revaluation reserve capital 15 400 709 821 939
6. Other reserve capital 16
7. Retained profit (uncovered loss) from prior years (64 389
8. Net profit (loss) 411 557 254 546
9. Write-off of net profit in the financial year (negative value) 17
11. Liabilities and provisions for liabilities 4 688 843 4 144 147
1. Provisions for liabilities 18 1313 634 1 354 599
1.1, Deferred income tax provision 193 878 196 940
1.2. Provision for retirement and related benefits 671 629 660 551
a) long term 619 978 611 996
b) short term 5165} 48 555
1.3, Other provisions 448 127 497 108
a) long term 407 742 412 859
b) short term 40 385 84 249
2. Long term liabilities 19 1447 717 1206122
2.1. Toward related entities
2.2. Toward other entities 1447717 1206 122
3. Short term liabilities 20 1777 651 1439125
3.1, Toward related entities 133 714 208 366
3.2. Toward other entities 15851312 1176 623
3.3, Special funds 58 865 54 136
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4, Accruals and deferred income 21 149 801 144 301
4.1. Negative goodwill .
4.2, Other accruals and deferred income 145 801 144 301
a) long term 2630 2078
b) short term 147 171 142 223
Total shareholders' funds and liabilities 8 695 345 8§ 155 072
Net assets 4 006 502 4 010925
Shares outstanding 200 000 000 200 000 000
Net assets per share (in PLN) 22 20.03 20.08
Diluted shares outstanding
Diluted net assets per share (in PLN) 22
OFF-BALANCE SHEET ITEMS Note 2003 2002
1. Contingent debtors 23 44 590 44 650
1.1. From related entities (due to)
- teceived guarantees
1.2. From other entities (due to) 44 590 44 650
- received guarantees
- contested State budget issues 43 992 44 410
- other 598 240
2. Contingent liabilities 23 17 357 250,
2.1, Toward related entities (due to) 17 357
- granted guarantees 17 357
2.2. Toward other entities (due to) 250
- granted guarantees 250
3. Other (due to) 285 989 320 752
- liabilities due to bills of exchange 8 000 3557
- liabilities due to perpetual usufruct of Treasury land 170 302 170 406
- liabilities due to leased fixed assets 6 886 3 030
- lisbilities due to rationalisation and R&D work, and other unrealised agreements 39 885 64 659
- contested State budpet liabilities 76 870
- other liabilities (unresolved and disputed issues etc.) 916 2230
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PROFIT AND LOSS ACCOUNT Note 2003 2002
1. Net revenue from the sale of products, goods and materials, of which: 4 740 788 4 480 185
- from related entities 898 976l 965 361
1. Netrevenue from the sale of products 24 4 693 632 4455 686
2. Net revenue from the sale of goods and materials 25 47 156 24 499
I1. Cost of products, goods and materials sold, of which: (3 806 199) (3 843 029)
- for related entities (701 044) (828 136)
1. Cost of manufactured products sold 26 (3 764 952) (3 821 487)
2. Cost of goods and materials sold (41 247) (21 542)
I11. Gross profit (loss) (I-11) 934 589 637 156
IV. Selling costs 26 (80 084) (74 800)
V. General administrative costs 26 (423 726) (418 416)
VI. Profit (loss) from sales (IU-IV-V) 430779 143 940
VII, Other operating income 62 594 148 582
1. Profit from disposal of non-financial assets 245 378
2, Subsidies 273 160
3. Other operating income 27 62 074 148 044
VIII. Other operating costs (135 455) (168 744)
1, Loss from disposal of non-financial assets
2. Revaluation of non-financial assets (47 048) (28 838)
3. Other operating costs 28 (88 407) (139 906)
IX. Operating profit (loss) (VI+VII-VII]) 357918 123 778
X. Financial income 29 724 859 517 432
1. Dividends and share in profit, of which: 49 012 4623
- fron related entities 1280 4623
2. Interest, of which: 126 863 199 144
- from related entities 96 188 129 336
3. Profit from the sale of investments 31 162 393| 131 090
4. Revaluation of investments 356 485 146 741
S. Other 30106 35 834
XI1. Financial costs 30 (513 463) (331 105)
1. Interest, of which: (90 964) (141 126)
- to related entities 21
2. Loss from the sale of investments 31 :
3. Revaluation of investments (365 272) (125 106)
4. Other (57 227) (64 873)
XII. Profit (loss) before extraordinary iterns and taxation (1X+X-XI) 569314 310105
XII1. Result on extraordinary items (XII11.1.-XII1.2.) 17, (25)
1. Extraordinary gains 32 52 4
2. Extraordinary losses : 33 (35) (29)
XIV. Profit (loss) before taxation (X1I+/-XIII) 569 331 310 080
XV. Taxation 34 (157 777) (56 014)
a) current taxation (150 503) (40 538)
b) deferred taxation (7 274) (15 476)
XV1. Other obligatory deductions from profit (loss increase | 35 3 480]
XVII Share in net profit (loss) of subordinated entities valuzd by the equity method 36
XV Net profit (Joss) (XIV-XV-XVI+/-XVID) 411 557 254 546
Net profit {loss) (annualised) 411 557 254 546
‘Weighted average number of ordinary shares 200 000 000 200 000 000,
Net profit (loss) per share (in PLN) 38 2.06 1.27
Weighted average diluted number of ordinary shares
Diluted net profit (loss) per ordinary share (in PLN) 38
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DESCRIPTION OF CHANGES IN SHAREHOLDERS' F JNDS

2003 2002
I. Shareholders' funds - beginning of the period 4010 925 3 696 075
a) changes of accounting policies (72 997),
b) corrections due to error
1.a. Shareholders' funds - beginning of the period, after adj 1stment with comparative data 4010 925 3623 078
1. Share capital - beginning of the period 2 000 000 . 2 000 000
1.1. Changes in share capital
a) increase, due to:
- issue of shares
b) decrease, due to:
- redemption of shares
1.2, Share capital - end of the period 2 000 000 2 000 000,
2. Called up capital not paid - beginning of the period
2.1. Changes in called up capital not paid
a) increase (due to)
b) decrease (due to)
2.2. Called up capital not paid - end of the period
3. Own shares - beginning of the period
3.1. Changes in own shares
a) increase, due to:
b) decrease, due to:
3.2. Own shares - end of the period
4. Reserve capital - beginning of the period 998 829 1184 267
4.1, Changes in reserve capital 195 407, (185 438)
a) increase, due to: 259 796 4 585
- issue of shares over nominal value
- from profit distribution (statutory)
- from profit distribution (over statutorily-required m nimum value) 254 546
- transfer from revaluation reserve capital 5250 4 585
b) decrease, due to: (64 389) (190 023)
- coverage of losses (64 389) (190 023)
4.2, Reserve capital - end of the period 1194 236 998 829
5. Revaluation reserve capital - beginning of the period 821 939 701 831
5.1. Changes in revaluation reserve capital (421 230) 120 108
a) increase, due to: 121 631 305119
- settlement of hedging instruments 16 055
- valuation of hedging transactions, in the effective piurt 285 064
- creation of a deferred tax asset 121 631
b) decrease, due to: (542 861) (185 011)
- disposal of tangible fixed assets (6 726) (4 646)
- valuation of hedging transactions, in the effective purt (455 340) (29 207)|
- settlement of hedging instruments (B0 795) {101 610},
- creation of a deferred income tax provision {49 548)
5.2. Revaluation reserve capital - end of the peried 400 709 821 939
6. Other reserve capital - beginning of the period
6.1. Changes in other reserve capital
a) increase, due to:
b) decrease, due to:
6.2. Other reserve capital - end of the period
7, Retained profit (uncovered losses) from prior years - bzginning of the period 190 157 (190 023)
7.1, Retained profit from prior years - beginning of the period 254 546
a) chanpes to accounting methodology (policies)
b) corrections due to error
7.2 Refamed prolit ITom prior years - beginming ol (e jeriad, alter adjusrment with 254 546
comparative data
a) increase, due fo:
_ - distribution of profit from prior years
b) decrease, due to: (254 546)
- transfer to reserve capital (254 546)
7.3. Retained profit from prior years - end of the period
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7.4. Uncovered losses from prior years - beginning of the period (64 389) (190 023)
a) changes to accounting methodology (policies) (72 997)
b) corrections due to error
7.5. Uncovered losses from prior years - beginning of thi: period, after adjustment with (64 389) (263 020)
comparative data
a) increase, due to;
- transfer of losses from pdor years to be covered
b) decrease, due to: 64 389 198 631
- valuation of embedded instruments B8 608
- coverage of loss from reserve capital 64 389 190 023
7.6, Uncovered losses from prior years - end of the pericd (64 389)
7.7. Retained profit (uncovered losses) from prior years - end of the period (64 389
8. Net result 411 557 254 546
a) net profit 411 557 254 546
b) net loss
¢) write-off from profit
II. Shareholders' funds - end of the period 4 006 502 4 010925
4 006 502 4010925
111. Shareholders' funds, after adjustment for proposed prolit distribution (coverage of losses)
STATEMENT OF CASH FLOWS 2003 2002
A. Net cash flow from operations (I+/-1I) - indirect method
1. Net profit (loss) 411 557, 254 546
II. Total adjustments 408 826 405 551
1. Share in (profit) loss of entities valued by the equity r1ethod
2. Depreciation 295 833 301 421
3. (Profit) loss on exchange rate differences (18 489) (1569
4. Interest and share in profits (dividends) (57 176) 5 839
5. (Profit) loss on investing activities (150 741) (117 136
6. Change in provisions (462) 232 129
7. Change in inventories 69 924/ 78 687
8. Change in debtors 47 872 (156 584)
9. Change in short term liabilities, excluding bank and other loans 118 929 77 193
10. Change in prepayments and accruals {22 309) 71 681
11. Other adjustments 125 445 {86110
I11. Net cash flow from operations (I1+/-1I) 820 383 660 097
B. Cash flow from investing activities
1. Inflow 1 705 656! 4168 971
1. The sale of intangible fixed assets and tangible fixed :ssets 926 1299
2. The sale of investments in real estate and intangible a: sets
3. From financial assets, of which; 1 703 850 4.167 672
a) in related entities 1 476 988 3 815180
- the sale of financial assets 1379 842 3 686 638
- dividends and share in profit 1290 4 623
- repayment of long term loans granted
- interest 95 856 123 819
- other inflow from financial assets
b) in other entities 226 862 352 492
- the sale of financial assets 66 873 335 950
- dividends and share in profit 47 497
- repayment of long term loans granted 98 050
- interest 14 442 12 542
- other inflow from financial assets
4, Other investment inflow 920,
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I1. Outflow (1 938 550) (4 586 251)
1. The purchase of intangible fixed assets and tangible fixed assets (352 624) (354 010)
2. The purchase of real estate and intangible fixed asset:
3. For financial assets, of which: (1577 158) (4 229 335)
a) in related entities (1 504 800) (3 927 059)
- the purchase of financial assets (1 504 800) (3 927 09%)
- long term loans granted
- other financial assets
b) in other entities (72 358) (302 236)
- the purchase of financial assets (72 358) (297 236)
- long term loans granted
- other financial assets {5 000)
4. Other investment outflow (8 768) (2 906)
I, Net cash flow from investing activities (I-1I) (232 854) (417 280)
C. Cash flow from financing activities
1. Inflow 1 507 735 1 288 862
1. Net inflow from the issuance of shares and other equiy instruments end of payments to
capital
2. Bank and other loans 1907 735 1 288 862
3. The issuance aof debt securities
4. Other financial inflow
II. Outflow (2 341 654) {1458 120)
1. The purchase of own shares
2. Dividends and other shareholder-related payments
3. Other outflow from profit distribution, excepting sharzholder-related payments
4. Repayment of bank and other loans (2 215 099) (1312 590)
5. The buy-back of debt securities
6. Due to other financial liabilities
7. The payment of liabilities from financial leasing agrec:ments (3718) (221
8. Interest (122 837) (145 309)
9. Other financial outflow
II1. Net cash flow from financing activities (I-II) (433 919) (169 258)
D. Total net cash flow(A III+/-B.1II-+/-C.11I) 153 610 73 559
E. Change in balance sheet total of cash and cash equivalents, of which: 152 337 73 408
- change in cash and cash equivalents due to exchange rite differences (1273) (150)
F. Cash and cash equivalents - beginning of the period 118 727 45 168
G. Cash and cash equivalents - end of the period (F+/-D), of which: 272 337 118 727
- including those having limited rights of disposal 39 080 20 234




ul. M. Skiodowskiej-Curie 48
59-301 Lubin, Poland

Exemption number: 82 4639

KGHM POLSKA MIEDZ S.A.
Tel. exchange: (48 76) 847 82 00

Fax: (48 76) 847 85 00

Att: | Division of Corporetion Finance
Company: | United States Securities Phone: 1202 94 22 990
and Exchange Cornmission Fax. 1202 94 29 624
From: | Andrzej Kowalczyk (contact name) Phone: | (48 76) 847 82 31
Director, Ownership Supervision
and Investor Relations
Company. | KGHM Polska Miedz S.A. Fax.: | (48 76) 847 82 0§
E-mail:
Date: | 10 March 2004 | No of sheets: 1+17

Current report

7/2004

The Management Board of KGHIM Polska Miedz S.A. hereby presents the current
text of its declaration respecting the implementation of corporate governance

principles by the Company, which were approved by the Management Board and
accepted by the Supervisory Board:

WICEPREZES ZA RZADU

e
J staw Andrrej Szezepek |

Page 1
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