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Exemption number. 82 4639
KGHM POLSKA MIEDZ S.A.

Tel. exchange: (48 78) 747 82 00

Fax: (48 76) 747 85 00

Aft: | Division of Corporation Finance
Office of Internationz! Corporate Finance
Company: | United States Securities

and Exchange Commission Fax:| 12027729207

From: | Andrzej Kowalczyk (¢ontact name) Phone: | (48 76) 747 82 31
Executive Director, Equity Supervision
and Investor Relations

- Company: | KGHM Polska Miedz S.A. Fax: | (48 76) 747 82 05
E-mail:
Date: | 23 March 2006 J No of 7
sheets:
N1/5Y /2006

in accordance with §86 section 1 point 3 of the Decree of the Minister of Finance

dated October 19, 2005 - Journal of Law No 209, item 1744,

the Board of

Management of KGHM Polska Mied:i: S.A. hereby provides the Annual Report for

2005.

Herein, are presented only the halance sheet, income statement, statement of
changes in equity and cash flow statement. United States Securities and Exchange
Commission will receive the complete hard copy of the Annual Report for 2005 by

express mail shortly.
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KGHM Polska Miedz S.A. SA-R 2005 NI ™ i
EXEMPTION NUMBER @ 82483
B . . in '000 PLN
BALANCE SHEET Note 2005 | 3004
ASSETS
I. Non-current assets 7 078 691 6551 525
1. Intangible assets, of which: 1 61 725 61 004
- goodwill
2. Taogible fixed assets 2 3 602 627 3 372 645
3. Long term debtors 3,8 1759 1815
3.1. From related entities
3.2. From other entities 1 759 1 815
4. Long term investments 4 2 691 428 2 809 706
4.1 Investment property
4.2, intangibie assets
4.3. Long term financial assets 2 691 428 2 809 706
a) in related entities, of which: 2 654 301 2 749 094
- shares in subordinated entities accounted for using th: equity method 2 650 043 2 068 696
b) in other entities 37127 60612
4.4. Other long term investments
5. Long term prepayments S 721152 306 355
3.1, Deferred income tax asset 716 762 304 811
5.2. Other prepayments 1390 1544
I1. Cuttent assets 3 898 563 2396904
1. Inventories 6 1133 65§ 906 896,
2. Shert term debtors 7,8 7311 716 641 643
2.1. From related entities 67 948 44 461
2.2. From other entities 643 768 597 182
3. Short term investments 2 047 96 842 100
3.1 Short term financial assets 9 2 047 564 842 100
a) in related entities 212197 9 000
b) in other entities 192 158 512514
c) cash and cash equivalents 1 643 609 320 586
3.2. Other short term investments
4. Short term prepayments 10 5228 6272
Total assets 10 977 254 8 948 436
EQUITY AND LIABILITIES
1. Equity 6214078 5336 804
1. Share capital 12 2 000 000 2 000 000
2. Called up share capital not paid (negative value)
3. Treasury shares (negative value) 13
4. Reserve capital 14 2 083 888 1 629 743
5. Revaluation reserve 15 {159 166) 874 710
6. Other reserve capital 16
7. Retained profit (uncavered loss) from prior years (564 818
8. Net profit (Joss) 2 289 356 1397 169
9. Write-off of net profit in the financial year (negative value) 17
II. Liabilities and provisions for liabilities 4 763 176 3611632
1. Provisions for liabilities 18 1 666 358 1 460 034
1.1. Deferred income tax provision 322 626 242 236
1.2. Provision for retirement and related benefits 817 019 710 992
a) long term 756 328 654 404
h) short term 60 691 56 588
1.3. Other provisions 526 713 506 806
a) long term 414701 442 077,
D) short term 112012 64 729
2. Long term liabilities 19 40 489 39 050
2.1. Toward related entities 165 2143
2.2. Toward other entities 40 324 36 907
3. Short term liabilities 20 2 805 065 1945 207
3.1. Toward related entities 259316 187272
3.2. Toward other entities 2470 099 1692 796
3.3. Special funds 15 650 65139
4. Accruals and deferred income 21 251 264 167 341
4.1. Negative goodwill
4.2. Other accruals and deferred income 251 264 167 341
a) long term 1382 2 488
b) shart term 249 882 164 853
Total equity and liabilities 10 977 254 8 948 436
p
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KGHM Polska Miedz S.A. SA-R 2005
\ ) : EAEMPTION NUMBER : 824833
Net assets 6214 078 5 336 804
. Number of shares 200 000 000 { 200 000 000
Net assets per share (in PLN) 22 31.07 26.68
Diluted number of shares 200 000 000 | 200 000 000
Diluted nel assets per share (in PLN) 22 31.07 26.68
, ! in '000 PLN
OFF-BALANCE SHEET ITEMS Note 5005 3004
1. Contingent debtors 23 65 722 105 267
1.1. From related entities (due to)
- received guarantees
1.2. From other entities (due to) 65 722 105 267
- received guarantees
- disputed State budget issues : 64 845 103 934
- ather 877 1333
2. Contingent labilities 23 38 040 8410
2.1, Toward related entities (due to) 36 968 7678
- granted guarantees 36 968 7 678
2.2. Toward other entities (due to) 1072 732
- granted guarantees
- contingent penalties 1072 732
3, Other (due to) 458 734 473 839
3.1. Toward related entities (due to) 11337
- Jiabilities due to rationalisation and R&D work, and othe; unrealised agreements 11 337
3.2. Toward other enfities (dugto) 447 397 473 839
- liabilities due to perpetual usufruct of State Treasury land ) 376 425 350 643
- liabilities due to leased fixed assets 3 567
- liabilities due to rationalisation and R&D work, and other unrealised agreements 68 384 118 110
- other liabilities (unresolved and disputed issues etc.) 2 588 1519
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in '000 PLN
i INCOME STATEMENT Note 7055 T
v 1. _Net revenue from the sale of products, goods for resalc and malerials, of which: 8 000 085 6 341 994
- from related entities . 1 595 571 § 250 080
1. Net revenue from the sale of products . 24 7924 195 6241302
2. Net revenue from the sale of goods for resale and mzterials 25 75 890 100 692
I1. Cost of products, goods for resale and materials sold, ¢ f which: (4 723 734) (4195 617)
- for related entities (968 359) (740 697)
1. Cost of manufactured products sold 26 {4 650 097) {4 101 484)
2. Cost of goods for resale and materials sold (73 637) (94 133)
1L Gross profit (Joss) ‘ 3276 351 2146 377
1V. Selling costs 26 (74 461) (73 292)
V., General and administrative costs 26 (495 124) {443 978)
V1. Profit {loss) from sales 2 706 766 1629107
VII. Other operating income 85 425 77 044
1. Gain on disposal of non-financial assets
2. Subsidies 673 663
3. Other operating income 27 B4 752 76 381
VII. Other operating costs (283 493) (152122
1. Loss from disposal of non-financial assets (86) (843)
2. Revaluation of non-financial assets (22 913) (9 436)
3. Other operating casts 28 (260 494 (141 843
IX. Operating profit (loss) 2 508 698 1554 029
X. Financial income 29 395 152 526 889,
1. Dividends and share in profit, of which: 313 250
- from related entities
2. Interest, of which: 93 966 128 719
- from related entities 41 264 98 297
3. Gain on the sale of investments 31 9942 41 666
4. Revaluation of investments 223 758, 328 111
5. Other 67173 28 143
XI. Financial costs 30 (269 287) (635015
1. Interest, of which: (10 744) _{41781)
- to related entities (1221 (388
2. Loss from the sale of investments 31
3. Revaluation of investments {204 328 (415 491)
4. Other (54 215) (177 743)
XII. Profit (loss) before extraordinary itemns and taxation 2 634 563 1445503
XUI. Result on extracrdinary iterns
1. Extraordinary gains 32 304
2. Extraordinary losses 33 {304)
XIV. Profit (loss) before taxation 2 634 563 1445 903
XV. Taxation 34 (417 331) (295 552),
a) current taxation (520 834) (340 667
b) deferred taxation 103 503 45115
X V1. Other obligatory deductions from profit (loss increase) 35
s . N . 72 124 246 818
XVIL Share in net profits (losses) of subordinated entities accounted for using the equity method 36
XVII1. Net profit (loss) 2 289 356 1397169
Net profit (loss) (annualised) 2 289 356 1397 169
Weighted average number of ordinary shares 200 000 000} 200 000 000
Earnings (loss) per ordinary share (in PLN) 38 11.45 6.99
Weighted average diluted number of ordinary shares 200 000 600; 200 000 000
Diluted earnings (loss) per ordinary share (in PLN) 38 11.45 6.99
4
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STATEMENT OF CHANGES TN EQUITY in '000 PLN
2005 2004
v 1. Equity - beginning of the period 5336 804 4 006 502
a) changes in accounting policies (529 363)
b) corrections due to errors :
1.a. Equity - beginning of the period, after adjustment witli comparative data 5336 804 3 477 139
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 2 000 009 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. Treasury shares - beginning of the period
3.1. Changes in treasury shares
a) increase, due o:
b} decrease, due to:
3.2. Treasury shares - end of the period

4. Reserve capital - beginning of the period 1629 743 1194 236
4.1. Changes in reserve capital 454 145 435 507
a) increase, due to: 1018963 435 507

- issue of shares over nominal value
- from profit distribution (statutory)

- from profit distribution (over statutorily-required mi 1imum value) 997 169 411 557
- transfer from revaluation reserve 21 794 23 950
b) decrease, due to:’ (564 818
- coverage of losses (564 818),
4.2. Reserve capital - end of the period 2 083 888 1 629 743
5. Revaluation reserve - beginning of the period 874 710 400 709,
5.1. Changes in revaluation reserve (1 033 876) 474 001
a) increase, due to: 694 387 1418 732
- effect of changes in accounting policies 29 780
- effect in deferred income tax due to changes in accounting policies 5 675
- settlement of hedging instruments 462 995 1113046
- valuation of hedging transactions, in the effective part . 270 231
- reversal of diminution in value of fixed assets 334
- excess of a deferred incame tax asset over deferred i1come tax provision 231 058
b) decrease, due ta: (1 728 263 (944 731)
- disposal of fixed assets (2] 793) (23919
- permanent diminution in value of fixed assets subject to revaluation (511)} (1176}
- valuation of hedging transactions, in the effective par! (1471 625 (628 701)
- settlement of hedging instruments (234 334 (201 752
- excess of a deferred income tax provision over deferrcd income fax asset (89183
5.2. Revaluation reserve - end of the period (159 166) 874 710

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 - beg nning of the period 832 351 411 557

Polish Securities and Exchange Commission 5
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KGHM Polska Mied S.A. sar2005 EXEHETION NUMBER © 824634

“ 7.1. Retained profit from prior years - beginning of th: period 1397 169 411 557
a) changes in accounting policies 118 030
. b) corrections due to errors

7.2. Retained profit from prior years - beginning of thi: period, after adjustment with comparative data 1397169 529 587
a) increase, due to:
- distribution of retained profit
b) decrease, due to: (1397 169) (411 557
- transfer to reserve capital (997 169), (411 557
- dividend payment (400 000)

7.3. Retained profit - end of the period 118 030

7.4. Uncovered losses from prior years - beginning of the period (564 818)
a) changes in accounting policies (682 848)

_b) corrections due to errors
7.5, Uncovered losses from prior years - beginning of { 1e period, after adjustment with comparative data (564 818) (682 848
a) increase, due to:

- transfer of losses from prior years to be covered

b) decrease, due to: 564 818
- coverage of loss from reserve capital 564 818
7.6. Uncovered losses from prior years - end of the peri>d (682 848)
7.7. Retained profit (uncovered losses) - end of the periad (564 818)
8. Net result 2 289 356 1397 169,
a) net profit 2 289 356 1397 169
b) net loss
¢) write-off from profit
I1. Equity - end of the period 6214078 5336 804
111. Equity, after proposed profit distribution (coverage of ))sses) 5514 078
6
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KGHM Polska MiedZ S.A. SA-R 2005 EXEM”WOI?‘ Y NUMBEP 8 .
A o ‘ 2_46 39
. |CASH FLOW STATEMENT in ‘000 PLN
7003 7004
A. Cash flow from operations - indirect method
1. Net profit (Joss) 2 289 356 1397 169
il Total adjustments 214 636 320574
1. Share in net (profit) loss of entities accounted for using the equity method (72 124) (246 818)
2. Depreciation 291 304 272 977
3. Foreign exchange (gains)/losses 42 762 (89 606)
4. Interest and share in profits (dividends) (34243 (62 591)
5. (Profit) loss on investing activities (54 295) (39638)
6. Change in provisions 290 761 62518
7. Change in inventories (226 759 (129 964)
8. Change in debtors : (70 025) (60 880)
9. Change in short term liabilities, excluding bank and other loans 287 818 239 399
10. Change in prepayments and accruals (116 415) (66 600
11, Other adjustments (124 145) 441 777,
II1. Net cash flow from operations (I+/-1I) 2 503 992 1717 743
B. Cash flow from investing activities
I. Inflow 736 332 964 983
1. The sale of intangible assets and tangible fixed assets 849 870
2. The sale of investment properties and intangible assets
3. From financial assets, of which: 733 509, 959 703
a) in related entities 606 827 797 123
- the sale of financial assets 479 800 630 000
- dividends and share in profit 84 082 69 083
- repayment of long term loans granted 1 800,
- interest ‘ 41 145 98 040
- other inflow from financial assets
b} in other entities 126 682 162 580
- the sale of financial assets 75 329 153 114
- dividends ang share in profit 313 475
- repayment of long term loans granted
- interest 290 22
- other inflow from financial assets 50 750 B8 969
4. Other investment inflow 1 974 4 410]
I1. Outflow (1288041 (1355904
1. The purchase of intangible assets and tangible fixed as:iets (644 509 (537 711),
2. The purchase of property and intangible assets
3, For financial assets, of which: (628 960 (804 437)
a) in related entities {539 926 (659377
- the purchase of financial assets (538 731 (654 528
- long term loans granted _(1.199) (43849
b) in other entities (89 034) (145 060),
- the purchase of financial assets {89 034) (145 060)
- Jong term loans granted
4. Other investment outflow {14 572) {13 756)
111. Net cash flow from investing activities (I-II} (551 709 (390921
C. Cash flow from financing activities
I, Inflow 43 199 239 553
1. Net inflow from the issuance of shares and other equity instruments and of additional payments to
capital
2. Bank and other loans 43 199 239 553
3. The issuance of debt securities
4. Other financial inflow
11. Qutflow (674 016) (1519 773)
|. The purchase of own shares :
2. Dividends and other payments to shareholders {400 000)
3. Other outflow from profit distcibution, excepting paymelits to shareholders
4. Repayment of bank and other loans (258 347)] (1473430
5. The buy-back of debt securities
6. Due to other financial liabilities
7. The payment of liabilities frorn financial leasing agreements (7738 (8 300)
8. Interest (7831) _(38 043)
9. Other financial outflow
1. Net cash flow from financing activities (I-I1) (630 817) (1280220
D. Total net cash flow (A JI+-B.0+-C.11) 1321 466 46 602
E. Change in balance sheet of cash and cash equivalents, of which: 1323 023 46 186
- change in cash and cash equivalents due to exchange rate differences 1557 (416
F. Cash and cash equivalents - beginning of the period 322 044 275 442
G. Cash and cash equivalents - end of the peniod (F+/-D), of which: 1643 510 322 044
- restricted cash and cash equivalents 35 742 26 448
7
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Exemption number: 82 4639
KGHM POLSKA MIEDZ S.A.

ul. M. Sktodowskiej-Curie 48 Tel. exchange: (48 76) 747 82 00
598-301 Lubin, Poland Fax: (48 76) 747 85 00
Att: | Division of Corporation Finance
Company: | United States Securilies Phone:| 120255 13450
and Exchange Commission Fax:| 12027729 207

From: | Andrzej Kowalczyk (contact name) Phone: | (48 76) 747 82 31
Executive Director, Equity . :
Supervision and Investor Relations

Company: | KGHM Polska Miedz S.A. . Fax: | (48 76) 747 82 05
E-mail:
Date: | 23 March 2006 | No of sheets: | 1+18

Current report 20/2006

Please find enclosed the text of the Company’'s corporate governance declaration,
“Declaration by KGHM Polska MiedZz S.A. with its registered head office in Lubin
regarding implementation of corporate governance principles by the Company”.
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