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Quarterly report Q 4 7 2007

(In accordance with § B6, section 1 point 1 of the Decree of the Minister of FiInance dated 19 October,fzobs
- Journa of Laws Nr 209, item 1744)

for: issuers of securities Involved In production, construction, trade or services actlvities '

4

fzoor ;2e fourth quarter of 2007, comprisiny the period from 1 October 2007 to 31 December

containing the condensed financial staterr ents according to Internaticnal Financial Reporting
Standards in PLN.

Publication date: 14 February 2008

KGHM Polska Miedz Spétka Akcyjna
{name of the issuer)
KGHM Polska Mied? S.A. ’ Metals industry
(short name of the issuer) (Issuer branch title to the Warsaw Stock Exchange)
59-301 Lubin
(postal code) {city)
Marli Skiocdowskigj-Curie 48
(street) {number)
(48 76) 74 78 200 {48 76) 74 78 500
(telephone) (fax)
IR@BZ.KGHM.p! www.kghm.pl
(e-mail) (www)
692-000-00-13 390021764
(NIP) (REGON)

in "000 PLN

In '000 EYR

SELECTED FINANCIAL ITEMS

-

4 guarters accrued
petlod from 1
Janua-y 2007 to 31
December 2007

4 quarters accrued
period from 1
January 2006 to 31
December 2006

4 quarters accrued
period from 1
January 2007 to 31
December 2007

4 quarters accrued
period from 1
January 2006 to 31
December 2006

I. Sales 12 183 113 11 669 730 3225777 2992 929
I1. Operating profit 4 682 034 4 302 165 1 239 683 1103 374
111. Profit before taxation 4 655 530 4 279 614 1 232 665 1 097 590
IV. Profit for the period 3 798 826 3 504 557 1 005 832 898 812
V. Number of shares Issued 200 000 000 200 000 000 200 000 000 200 000 000
::_ﬁg;’:’;gs per ordinary share (In 18.99 17.52 5.03 4.49
VIl et cash generated from operating 4 468 045 2 572 257 1183 024 659 705
VIII. Net cash used in investing actlvities (577 BGE) (57 854) {153 004) {14 838)
IX. Net cash used In financing activitles 13 405 550) {2 044 537) (901 702) {524 361)
X. Total net cash flow 484 629 469 B66 128 318 120 506

At 31.12.2007

At 31.12.2006

At 31.12.2007

At 31.12.2006

XI. Current assets 4 995 292 5 234 938 1 394 554 1 366 397
XII. Non-current assets 7 428 338 7 048 668 2073 796 1 839 B0/
XIII. Total assets | 12 423 630 12 283 606 3 468 350 3 206 204
XIV. Current habilities 2021 372 2 847 051 564 314 743 123
XV, Non-current Habllities 1 436 309 1320 741 400 879 344 733
XVI. Equity 8 965 949 8115 814 2 503 057 2118 348

Pelish Financlal Supervision Authority

Transiation frorn the arfginal

Puolish version
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k GHM Polska Mied: S.A.

Quarterty condensed finan:lal statements prepared In accnrdaVEXEWIO‘N NU;‘I:BER . 82'4639

for the perlod fran 1 October 2007 to 31 Decamber 2007
(amounts in tables in ‘000 PLN, unless otherwise Indicated)

Balance sheet

At

31 December 2007

31 December 2006

comparable data

Assets (unaudited) {unaudited)
Non-current assets
Property, plant and equipment 4 832 630 4 378 301
Intangible assets 74 830 75 424
Shares in subsidiaries 1 813 160 1 692 709
Investments In associates 438 559 438 559
Deferred income tax assets 160 781 289 997
Available-for-sale financlal assets 23 165 78 364
Held-to-maturity investments 43 893 32 169
Derivative flnancial instruments 30 308 16 411
Trade and other recelvables 11 012 46 734
7 428 3138 7 048 668
Current assets
Inventories 1 603 487 1 638 271
Trade and other recelvabies 772 279 1220 583
Derivative financiat Instruments B4 531 282 648
Cash and cash equivalents 2 534 955 2 093 436
4 995 292 5 234 938
TOTAL ASSETS 12 423 630 12 283 606
Equlity and liabilities
EQUITY
Share capital, of which: 2 000 000 7 413 573
Registered share capital 2 000 000 2 000 000
Share capltal from revaluation due to hyperinflation - 5413 573
Other reserves 13783 (431 526}
Retalned earnings 6 952 166 1133767
TOTAL EQUITY 8 965 949 8 115 814
LIABILITIES
Non-current liabiiities
Trade and other payables 6 305 6 522
Borrowings 20 319 29 552
Derivative flnancial instruments - 881
Liabilities due to employee benefits 853 096 803 875
Provisions for other |iabilities and charges 556 589 479 911
1 436 309 1320741
Current liabilities
Trade and other payables 1510 841 1 489 816
Borrowings 8612 10 808
Current income tax llabilitles 343 022 400 846
Derivative financial Instruments 17 422 B37 698
Liabilitles due to employee benefits 66 199 63 234
Provisions for other liabilities and charges 75 276 44 649
2021 372 2 847 051
TOTAL LIABILITIES 3 457 681 4 167 792
TOTAL EQUITY AND LIABILITIES 12 423 630 12 283 606

Polish Financ al Supervision Authority

Transiation fron: tha original Polish version
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Quarterly condensed financial statements preparad in accordaké\kMFR&' IC'J NU“'BE’\ ' 82'4033
for the period frarn 1 October 2007 to 31 December 2007
{amounts In tables in '000 PLN, unless otherwise indicated}

Income statement

Period
for the 3 months for the 12 for the 3 months far the 12
months months
endad 31 ended 31 ended 31 ended 31
December 2007 December 2007 December 2006 December 2006

comparahle data comparable data

{unavdited) {unaudited) (unaudited) (unaudited)

CONTINUED ACTIVITIES:
Sales 1912 335 12 183 113 2728 498 11 669 730
Cost of sales (1 683 451) {6 617 286) (1 786 670) (6 932 281)
Gross profit 1 228 884 5 565 827 941 828 4 737 449
Selling costs (18 051) (77 572) {21 714) (80 107)
Administrative expenses 1177 480) (608 507) (149 265) {518 814)
Other operating income 140 578 463. 342 (1 583) 607 767
Other operating costs {187 162) (661 056) {319 080) (424 130)
Qperating profit 986 769 4 682 034 450 186 4 302 165
Finance costs - net (6471} (26 504) (5072} {22 551)
Profit before Income tax 980 298 4 655 530 445 114 4 279 614
Income tax expensa (188 618) (856 704) (118 532) (775 057}
profit for the period 791 680 3 798 826 326 582 3 504 557
Earnings per share during the
period (PLN per share)
- baslc 3.96 18.99 1.63 17.52
- difuted 3.96 . 18.99 1.63 17.52

Follsh Financlal Supervision Authorty z

Translation fror1 the original Polish version
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k GHM Peolska Miedi 5.A.

CXEMTTION NUNMBER: 82-4630

Quarterly condensed finan:lal statements prepared In accordance with IFRS
for the period from 1 October 2007 to 31 December 2007
{amounts In tablec In '000 PLN, uniess otherwlisa indicated)

Statement of changes In equity

Retained

$’hare capital Other reserves earnings Total equity
At 1 January 2006 7413573 {796 709) {520 475) 6 096 389
c_hanges in accounting principles - 149 685 149 685
At 1 January 2006 comparable 7 413 573 {796 709) (370 790) 6 246 074
gﬁ:n\é?:ixz;gi:s on available-for-sale _ (7 069) . (7 069)
Impact of cash flow hedges - 467 184 - 467 184
Deferred income tax - {94 932) - (94 932}
Iﬁf&:;ﬁ',’,’::{,%"penses) recognised - 365 183 . 365 183
Profit for the period - - 3 504 557 3 504 557
Total recognised income/ (expenses) - 365 183 3 504 557 3 869 740
Dividends for 2005 - - (2000000) (2000 000)
At 31 Decamber 2006 (unaudited) 7 413 573 (431 526) 1133 767 8 115814
(comparabla data)
At 1 January 2007 7413 573 (431 526) 1185580 8 167 627
Changes in accounting principles - (51 813) (51 813}
At 1 January 2007 comparable 7 413 573 (431 526) 1133767 8115814
;ilarn‘::algilz Sl':;zst:_:s on available-for-sale - (5 697) . (5 697)
Impact of cash flow hedges - 567 423 - 567 423
Deferred income tax - (116 417} - (116 417)
Total Income/(expenses) recognised - 445 309 . 445 309
directly In equity
Profit for the period - - 3798 826 3798 826
Total recognised Income/(expenseas) - 445 309 3 798 826 4 244 135
Dividends for 2006 - - (3 394 000) (3 394 000)
Settlement of shar‘e capital revaiuation (5413 573) - 5413 573 -
At 31 December 2007 {unaudited) 2 000 000 13 783 6 952 166 8 965 949

Polish Finan:lal Supervision Authorlty

Trensiation fro.n the original Polish version
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(amounts In tables in ‘000 PLN, unless otherwise indicated}

Cash flow statement

Perlod
for the 12 forthe 12
months ended months ended
31 December 31 December
2007 2006
comparable data
{(unaudited) {(unaudited)
Cash flow from operating activities
Cash generated from operating activities 5369 774 3 351 568
Income tax patd (901 729) (779 311)
Net cash generated from operating activities 4 468 045 2 572 257
Cash flow from Investing actlvities
Purchase of subsidiarias’ shares (79 443) (20 040)
Proceads from sale of subsidlaries’ shares 1D 052 -
Purchase of property, plant and equipment an:l intangible assets (845 596) (674 905)
:;ggttaseds from sale of property, plant and equip ment and intangible 8 378 1219
Purchase of held-to-maturity investments {41 B486) -
Proceeds from sale of held-to-maturity Investm.:nts 42 200 200 000
Purchase of available-for-sale financial assets {200 Q00) {50 00Q)
Proceeds from sale of avallable-for-sale financial assets 267 412 21 B13
Purchase of financial assets from the resources >f Mine Closure Fund {43 876} (24 478)
Eﬁ:ﬁﬁgiﬂﬁm sale of financlal assets from the resources of Mine 12 153 12 268
Loans granted (2 268) (4 430)
Repayments of loans 10 326 6 804
Interest received 496 5 809
Dividends received 270 363 469 598
Other investment exparnses ' {6 217) {3 512)
Net cash used in investing activities {577 B&6) (57 854)
Cash flow from financing actlvities
Repayments of loans and borrowings {6 000) (35 227)
Payments of |labilitles due to finance leases (4 795) (7 028)
Interest paid (755) (2 282)
Dividends paid to the shareholders of the Comp:z ny {3 394 00Q) (2 000 000)
Net cash used In financing activities {3 405 550) {2 D44 537)
Total net cash flow 484 629 469 866
Exchange galns/(losses) on cash and cash equivilents (43 070) 14 115
Movemaents in cash and cash equivalents 441 559 483 981
Cash and cash equivalents at beginning of the period 2 093 436 1 609 455
Cash and cash equivalents at end of the period 2 534 995 2 093 436
GLOWNY KSIEGIRINY S&hMd cash and cash equivaleitts 2 597 -
el AT N A WICEPRE 1 a '
ZARZADU 1 dneusz Reszpzyfiskl
mila Mordylak A
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Quarterty condensed finan-da! statements prepared in Accordance with IFRS
for the period fromn 1 October 2007 to 21 December 2007
(amounts In '('00 PLN, uniess otherwise indicated)

Notes to the condensed financlal statement of
KGHM Polska Mied£ S.A. prapared for the fourth quarter of 2007

I. General information

KGHM Poiska Mied? S.A. is a joInt stock company with its registered head office in Lubin, whose shares
Erehtraded on a regulated market, in the “metals Industry” sector as defined by the Warsaw Stock
xchange.

The core business of the Company Is the production of copper and silver. A detailed deseription of its
activities may be found In the SA-R 2006 report published on 12 March 2007.

The following quarterly report includes condensed financial statements for the following perlods:

- the current period from 1 October to 31 December 2007
- the comparable perlod from 1 Octaber to 31 December 2006

II. Principles applled in preparing the financial statements

1. Basls for praparation

The following financial statements have been prepared in accordance with Intemational Financial
Reporting Standards approved by the Eurepean Union. Presentation of these statements |s based on JAS
34, “Interim Financial Reporting”, applying these same principles for the current and comparable periods
which were published on 14 September 2007 in the P 2007 report, adjusting the comparable perlod to
the changes introduced in the second half of 2007. Changes in accounting and presentation principles
respect:

1. determining the expected level of rzalisation of the deferred tax asset. As a result of this change
retained earnings were credited at .. January 2006 in the amount of PLN 149 685 thousand (at 31
December 2006 in the amount of LN 159 846 thousand) and the financtal result for 2006 was
increased in the amount of PLN 10 131 thousand

2. a change in the presentation of commadity derivative instruments which are settled on the second
working day after the balance sheet date, which at 31 December 2006 caused a decrease in
liabilities due to financial derivative instruments In the amount of PLN 209 415 thousand,
simultaneously increasing trade and other fiabilities.

3. a change in the methodology for det2rmining the value In use of shares of the subsidiary Dialog S.A.
The effects of this change caused an addltional Impairment loss in the value of these shares of this
company in the accounts of KGHM Palska MiedZ S.A. and a decrease Iin retained earnings from prior
years in the amount of PLN 211 65¢ thousand. The effect of this impairment loss was presented in
the comparative result for 2006. .

2. Exchange rates applied

The following currency rates were applied in the calculation of selected financial data in EUR:

- for the calculation of turnover, finaicial results and cash flow for the current period, the rate of

3.7768 PLN/EUR,
- for the calculation of assets, equity and liabilitles at 31 December 2007, the rate of 3.5820

PLN/EUR,
- for the calculation of turnover, financial results and cash flow for the comparative period, the rate of

3.8981 PIN/EUR,
- for the calculation of assets, equity and liabilitles at 31 December 2006, the rate of 3.8312

PLN/EUR.

3. Important estimates and assumptions

Classification of financial Instruments

In accordance with the provisions of ‘AS 39 respecting the classification of non-derivative financial

. Instruments with fixed or determinabl: payments and fixed maturity, the Company classifies these
assets as held-to-maturity investments. In making this judgement, the intended use and possibility of
holding such investments to maturity ae evaluated.

Should the Company fail to hold such nstruments to maturity, apart from the sltualgions described n
IAS 39, it would have to reclassify all such assets recognised in this group as available-for-sale, In

Polish Flnanuial Supervision Authority 1
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Quarterly condensed financial statements prepared In accordance with IFRS
for the period froin 1 October 2007 to 31 December 2007
{amounts In ‘(100 PLN, unless otherwlise Indicated)

suc? a situatlon, the reclassified invesstments would be measured at falr value, and not at amortised
cost.

Estimation of provisions

1! Provisions for future employee benelits - retirement or disabllity benefits, jubilee awards and post-
employment coal equivalent payments are estimated using actuarlal methods. For purposes of re-
measuring the provision at the end of the current perlod, the Management Board assumed parameters
based on avallable forecasts of inflaticn, an analysis of increases in coa! prices and in the lowest wage,
and als¢ based on _the anticipated prolitabllity of highly-liquld securities.

Il-"aralmeters used to re-measure provisisns at the end of the current period were set at the following
eveis:

- forecast inflation

for 2008 - 2.7%

for 2009 and forward 3.0%,
- wage increase

in 2008 - 6.0%

in 2009 - 4.0%

In 2010 and forward ~ 4.0%,
- rate of increase of lowest wage

in 2008 - 0%

In 2009 and forward - 4.0%,
- increase in coal prices

in 2008 - 6.5%

in 2009 and forward 3.0%,
- dlscount rate

2008 - 5.5%

2009 - 5.6%

2010 and forward - 5.2%

2. The provislon for decommissioning costs of mines and other technologica! facilities.

This provision represents the equivale 1t of the estimated future decommissioning costs of mines and
other technological facllities, discount:d to present value. Re-measurement of this provision at the
baiance sheet date is affected by the following factors:

a) the index of changes in prices Ir- the construction-assembly sector published by GUS {the Polish
statistical agency),

b) the real discount rate calculatec based on the nominal interest rate and the rate of Inflation (2
quotient of the nominal rate and Inflation), where:

- the nominal interest rate is bassd on WIBOR3M published by the Reuters news service on the
last day of the month In which the provision ts re-measured, plus an average margin applied to
bank loans drawn by KGHM Pols <a Mied S.A.,

- the rate of inflation is determined for the last 12 months (current to base period), based on data
published by GUS.

The following indices were used in re-measurement of provisions at the end of the current quarter:
- the index of price changes in the construction and assembly sector, 7.8%,
- the real discount rate, 2.10%

1. Deferrad income tax assets/labilities

Deferred income tax assets/llabilities a -e measured using tax rates which are expected to apply at the
moment when the asset |s realised or the liabllity Is settled, based on tax taws that have been enacted
or substantlvely enacted on the balancy sheet date.

The probability of realising deferred income tax assets s considered as certain.

2. Other non-current provisions are e:timated using parameters applied to the re-measurement of
provisions for employee benefits.

Amortisation rates

Amortisation rates are set on the bas s of the expected economic useful lives of items of property,
plant and equipment and of Intangible issets, which are in turn dependent on the estimated life of the
mines and the estimated period of olher activities carried out in the given geographical region or
economic area.

Polish Finanvlal Supervision Authority 2
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Quarterty condensed finanslal statements prepared in accordance with IFRS

far the period framn 1 October 2007 to 31 December 2007
{amounts in '000 PLN, unless otherwise Indicated)

1I1. Description of principles for the tiansition

1. IFRS 1 First-time adoption of IFRS

The financial statements of KGHM Polska Mied: S.A. for the year ended 31 D
AL ecember 2007 wlill be the
first annual financlal statements to cImply with International financlal Reporting Standards ("IFRS')

as adopted by the European Unton. These interim financial s
Firsectime adentiog of obe: tatements were prepared under IFRS 1

The transitlon date for KGHM Polska Mied$ S.A. is 1 January 2006, and the openi

Al pening balances were
prepared for this date. The reporting Jate of these interim financial étatements is 31 December 2007,
whilst the IFRS adaption date Is 1 January 2007.
In preparing these financial statements in accordance with 1FRS 1, mandatory exemptions and some
optional exemptions from full retrospective application of IFRS have been applied.

2. Exemptions from full application of IFRS chosen by KGHM Polska MiedZ S.A.

At the transition date, KGHM Polska Mled? S.A. has chosen to apply the following opticnal exemptions
from full retrospective application of IFRS:

a) business combinations
KGHM Polska MiedZ 5.A. has applled the exemption set out In IFRS 1 for the business
combinations that took place prior to the transition date to IFRS, i.e. 1 January 2006. It has not
restated business combinations that took place pricr to the transition date to IFRS.

b) fair value or revaluation as deemed cost
KGHM Polska Mledz S.A. has applied this exemption to certain items of property, plant and
equipment.

¢} employee benefits
This exemption Is not applicable to the Company.

d} cumulative translation differences
This exemption Is not applicable tc the Company,

€} compound flnancial instruments
KGHM Polska Mied? S.A. has not issued any compound instruments, therefore this exemption is
not applicable.

f) assets and liabllities of subsidlaries, associates and joint ventures
KGHM Polska MiedZ S.A. is a parer t entity, therefore this exemption is not applicable.

g} reclassification of financial instruments :
This exemption was selected, and financlal assets which under the previous accounting principles
were classified as held-to-maturits investments were reclassified to flnancial assets available for
sale.

k) share-based payment transactions
As there are no share-based paynient transactions in KGHM Polska Miedf S.A., this exemption Is
not applicable.

i} Insurance contracts
KGHM Polska MiedZ S.A, does not issue (enter into) insurance-related contracts. This exclusion is
therefore not applicable.

1) decommissicning llabillties Included In the cost of property, plant and equipment
KGHM Polska MledZ S.A. recognises dismantling and land restoration costs In the initial cost of
property, plant and equipment, and simultaneously recognises a provision for such costs. This
principle conforms to IFRS, and therefore It was not necessary to enter adjustments to the
financial statements.

k} leases
This exemption does not apply to the Company, KGHM Polska MiedZ S.A. has not identifled any
contracts which would meet the criteria for lease and were not accounted for in the financial

statements as lease contracts.
1) fair value measurement of financial assets and financial lizbilities
This exemnption does not apply to the Company.

3. Mandatory exemptions from full retrospective application of IFRS

KGHM Polska MledZ S.A. has applicd the following mandatory exemptions from retrospective
application of IFRS:
a) derecognition of financlal assets and liabilities

Financial assets and liabilities deracognised before 1 January 2006 are not re-recognised under

IFRS.

b} hedge accounting .
In accordance with the above exemption, an entity should not recognise in |ts opening balances
prepared in accordance with IFRS hedging relationships which do not meet the hedge sccounting

Potish Flnani:tal Supervision Authorlty ) 3
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requirements of IAS 39. This exemption is not, however, applicable as ail hedging relationships
designated prior to this date are in accordance with 1AS 39,

c} accounting estimates
Estimates made In accordance with IFRS at 1 January 2006 should be consistent with estimates
made for the same date under previous GAAP, unless there Is evidence that those estimates were
in error. As KGHM Polska Miedi S.A. did not acknowledge any emors in previously-made
estimates, It therefore did not make any retrospective adjustments to these estimates.

14,02 2008 07:54 FAX 0048 76 5478205 KGHM POLSKA MIEDZ 5.A.

4. Identification and description ot differences between the flnancial statements prepared
under Pollsh Accounting Standards and the financlal statements prepared according to IFRS

At 1 January 2004, the KGHM Palsta Mied: S.A. Group applied International Financlal Reporting
Standards for the first time, and prepered its first consolidated financial statements in conformance
with [FRS for the period from 1 Janua y 2005 to 31 March 2005, published In the QS I 2005 quarterly
report. The KGHM Polska Mledi S.A. Group published a full description of its accounting principles in
the RS 2006 consolidated annual repo-t on 20 April 2007.

In the transition of the Company at i. January 2006 from Polish Accounting Standards to IFRS, the
same principles, and respectively for the Company the same restated figures, were applied based on
which the consolidated financial statements were prepared at 1 January 2004 in conformance with
IFRS 1 para, 25.

The differences between the financial statements prepared under International Financial Reporting
Standards and those prepared under Polish Accounting Standards, as well as thelr impact on the
balance sheet and on the financial results, result from the [ssues presented below.

Polish Financlal Supervision Authority
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Equity at  Profit or ioss Changes takan Equity at 31
01.01.2006 for the 12- divectly to December 2006
month peried equlty for the
ended 31 12-month

December 2008 period ended
31 Decamber

2006
Eguity and net profit or loss according to
Pollsh Accounting Standards 9 6 214 077 3395130 (1678 348) 7 930 859
Revaluation of property, plant and equipment to
reflact hyperinflation ’ e 352 787 352 787
Adjustment to the cost of fully-depreciated 40 945 40 945

property, plant and equipment

Adjustment to the cost of property, plant and

equipment due to elimination of capitallsed {1 118) (1118)
transiation differences and interest

Adjustment the cost of property, plant and

equipment due to capltallsed costs of certified 219 219
Inspections

Adjustment te net carrying amount of property,
plant and equlpment due to deprectation which (31672) {37 616) (470) (69 758}~
arose after restaternent In accordance with IFRS ¢

Adjustment to the cost of property, plant and
equipment due to separation of components 25 232 S 848 35 080

Adjustrment to measuremants of inventories due
to changes in manufacturing costs 516 124 640

Adjustment to the carrying smount of share In
AlG Investment fund due to transition to IAS 32 13 675 (13) {7 405) 6 257
and JAS 39 at 01.01.2005, gross

Adjustment to the carrylng amount of shares In
subordinated entitles due to re-measurement to (342 116) 237 517 {104 599)
cost, |ess impalrment lasses

g;?:ﬁzggappmpﬂaﬁon of prior year profit to (50 000} 50 000
Deferred tax on gdjustments {1756 156) 151 0B35S 14056 {23 685)
Equity and proflt or ioss according to IFRS 6 098 389 3 708 053 (1 634 B17) 8 167 627

Comparability adjustments due to changes in
accounting principies in 2007

Change in principle for creating the deferred tax

assel respecting the probability of realising tax 149 685 10 161 159 846
Change In methodology for datermining the value

in use of shares of the subsidiary Dialag S.A. (211 659) (211 659)
Equity and profit or loss according to IFRS Y

comparable 6 246 074 3 504 557 (1634 817) 8 115 814

* this Item Includes adjustments to depreclation caused by changes [n the cost of property, plant and equipment at the
date of transition to IFRS

Accounting for the effects of hyperinflation In prior years

In accordance with International Accounting Standard 29 “Financlal! Reporting In Hyperinflationary
Fconomies”, the cost of property, plant and equipment purchased during a hyperinflationary period In
prior years was adjusted to that of the equivalent purchasing power on the balance sheet date. The
carrying amount of these assets and of ather non-monetary assets adjusted In this way became a cost in
subsequent financlal staterments, being the basis for depreciation. This affected property, plant and
equipment acquired prior to the second half of financlal year 1996.

The difference due to the effects of hyperinflation also affects share capital. The effects of revaluation
were recognised as retained earnings and have no Impact on the value of equity.

Interest included in the carrying amount of property, plant and equipment

In accordance with the Accounting Act, :he Company capitalised borrowing costs Incurred in order to
finance the purchase or constructlon of praperty, plant and equipment {decreased by the related income)
during the period until the said assets were brought into use. In accordance with 1AS 23, “Borrowing
costs* such costs are recognised In the profit or loss for the period in which they were incurred.

Polish Financlal Supervision Authority 5
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Separate depreciation of significant: parts of property, plant and equipment

_IAS 16, “Property, plant and equipmeat”, requires the separate depreciation of significant parts of an
item of property, plant and equipment (components) with differant useful lives, whereas the Accounting
Act has no such requirement. As a res.lt, the Company has separated such components and has applied
separate depreciation rates reflecting tf eir useful lives,

Capltalisation of costs of major Inspections

According to 1AS 16, "Property, plant end equipment”, it a condition of continuing to operate an item of
property, plant and equipment Is perfcrming regular major inspections for faults, the costs of such an
inspectlon are recognlsed in the carrylrg ameount of the asset, while any remaining carrylng amount of
the cost of the prpvlcus inspection Is derecognised. The Accounting Act has no such requirement, At the
moment of transition to IFRS the Company made an adjustment to the cost of property, plant and
equipment, to capitalise the costs of such Inspections.

Adjustment to the cost of finished goods held in inventorlag

Adjustme.nr_s affecting the cost of property, plant and equipment, and conseguently the amount of
depreciation in production-related divisions of KGHM Polska Miedi S.A., lead to the need for appropriate
adjustments to the cost of finished good; held in inventories.

Financial Instruments

Based on IAS 32 and IAS 39, the Compuny changed the manner In which it recognises and measures its
share In the [nvestment fund ALG. Thes2 assets were reclasslfied from held-to-maturity investments to
avallable-for-sale financial assets, white simultaneously changing the principies of measurement of these
assets to fair value through equity. This -eclassification caused an Increase in the carrying amount of the
share In the capital of Investment fund AIG at 31 December 2006, from PLN 7 934 thousand to PLN
14 191 thousand.

Valuation of subsidlaries and associates

In accordance with the Accounting Act, KGHM Polska Mied? S.A. accounted for its shares In subsidiarles
and assoclates using the equity method. According to IFRS, In the separate financial statements shares
In subsidiartes were accounted for at cost less impairment losses, in accordance with IAS 36,

“Impalrment of assets”,

Deferred income tax

The amount of deferred income tax was appropriately determined on the differences described fn the
above paragraphs, In accordance with IAS 12, “Income taxes.”

Hyperinflationary revaluation of shara capital

Hyperinflationary revaluation of share capital - in accordance with IAS 29, “Flnancial reporting in
hyperinfiationary economles”, items of equity (with the exception of retalned earnings and any surplus
from revaluation of assets) were rest:ted, beginning from the date on which such ltems were
contributed or arose otherwise, by applying a generat price index for the period in which the Polish
economy was a hyperinflationary econony, i.e, for the period to the end of 1996. Application of the
requirements of JAS 29 caused an Increase in share capital by PLN 5413 573 thousand and a
simultaneous decrease In retained earnincs by the same amount.

Consequently, this revatuation does not affect the amount of equity at 1 January 2006. The effect of
revaluation is presented in the following tiubte.

Effact of revaluation of equity items to Equity after reflacting tha
Equity item Equity at 01.01.2006 hyperinflationary conditiona due to effacts of hyparinfistionary
transition to IFRS revaluation at 01.01.2006
Share capital 2 000 000 5413 573 7 413 573
Other reserves {796 709) - (796 709)
Retained earnings 4 893 098 {5 413 573} (520 475)
Total equlty 6 096 389 - 6 096 38

On 18 October 2007, the Extraordinary Gieneral Shareholders' Meeting resolved to decrease the share
capital of the Company at 30 June 2(07, which after hyperinflationary revaluation amounted to
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PLN 7 413 573 thousand, by PLN 5 413 573 thousand, and to transfer this amount to the supplementary
capital of the Company.

iImpalrment losses

At the date of transition to 1IFRS the Company reversed the effects of the measurement of shares In
subordinated entitles performed in the oerlod to 31 December 2005, l.e. prior to transition to IFRS. At
the rmoment of transition, these shares were measured at cost, and, based on the results of tests for
impairment carried out, thelr cost was decreased by impalrment losses. The effects of this change In
measurement caused a decrease in equizy at 31 December 2006 of PLN 104 599 thousand.,

Prasentation of assats and Mablilties related to the Soclal Fund

The assets belonging to this Fund are not controlled by the entlty, and therefore do not meet the
definitlon of assets as described In the Ii'RS Framework. In addition, IAS 19, Emplioyee Benefits, calls for
the presentation of liabllities and assets related to employee benefits in a net amount. Compensation of
the assets and liabliities of the Social Fund (together with the value of the Fund) led to a decrease in
total assets by PLN 94 164 thousand at i1 December 2006.

Presentation of the monetary assets of the Mine Closure Fund

The Act on geology and mining dated 1 March 1996 (Journal of Laws no. 27 item 96, with subsequent
amendments) cells for the creation of this Fund, and requires the entity to transfer cash to a separate
Fund bank account for use based on pians for the decemmissioning of mines and other technological
facilities in future periods (within more than 12 months from the balance sheet date). Therefore, based
on IAS 1 para. 57d), which states that a given asset shall be classified as current when .., it Is cash or a
cash equivalent (as defined in IAS 7 Casn Flow Statements), unless [t is restricted from being exchanged
or used to settle a liability for at least twelve months after the balance sheet date”, the monetary assets
of the Mine Closure Fund at 31 December 2006 were classifled as non-current and presentad In the item
Held-to-maturity investments in the amo int of PLN 32 169 thousand.

Presentation of defarred tax assets and deferred tax llabilitles

In accordance with IAS 12, the Company changed its principles of presenting deferred tax assets and -
deferred tax liablilties. Deferred tax assets and deferred tax liabllitles In respect of income tax levied by

the same taxation authority were offset. This change caused a decrease in total assets at 31 December

2006 by PLN 313 302 thousand.

IV. Information on seasonal or cyclical activities

The Company is not affected by seasonat or cycllcal actlvities.

V. Items affecting assets, Nabllities, equity, profit for the period or cash flow, which are
unusual as respects thelr type, amount or degree of influence

1. LIst of significant achlevements or fallures during the period covered by this report,
together with a list of the most important related events.

Proceedings In a dispute concerning the payment of damages to BOBMARK INTERNATIONAL

In April 2003 BOBMARK INTERNATIONAL Spétka z 0.0. with its registered head office In Warsaw flled
with the Reglonal Court In Legnica, Civil Sectlon I a suit agalnst the Company and PEW AQUAKONRAD
S.A. In liquidation in Iwiny for the payrient of damages amounting to PLN 12 299 thousand due to
deterloration of water from the AQl and’'nQ2 water supplies by the activities of KGHM Polska MiedZ S.A.
At present the value of the amount under dispute, considering restriction of the sult, amounts to PLN

11 839 thousand.

Due to the announced bankruptcy of PEW AQUAKONRAD S.A. in liguidation, by a ruling dated
27 November 2007 the Regional Court In Legnica discontinued proceedings against the defendant -
PEW AQUAKONRAD S.A, in Iwiny. Consequently KGHM Polska MiedZ S.A. remains the sole plaintiff in the

suit. The case was adjourned.
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Proceedings with respect to mining fees

At 31 December 2007, and at the date of this report, with respect to mining fees set by declsions of the
Minister of the Environment for the exraction of minerai ores in the third and fourth quarters of 1998
and in the first quarter of 1999, 6 procsedings remain unresolved, which have been grouped for mutual
resolution, In the total amaount of PLN 3 720 thousand.

On 6 September 2007, the Voivodeship Administrative Court issued a declsion dismissing the disputed
decisions and stating that the dismissed decisions cannot be carried out.

The Minister of the Environment, by decisions dated 21 December 2007, discontinuad procaedings with
respect to these fees. The rights to thase tax llabilities have expired based on art. 68 § 1 of the tax
Ordinance. Against these decisions the local authorities have submitted claims, through the Minister of
the Environment, to the Volvodeship Adiminlstratlve Court in Warsaw.

Change In the capital of DIALOG 5.A.

On 5 December 2007, the Management Board of KGHM Polska Mied: S.A, consented to the sale of newly
Issued shares of DIALOG S.A. by means of a public offering, as well as to pursue admittance of the
company’s shares to trading in a regulated market In Poland. KGHM Polska MledZ S.A. owns 100 % of
the shares of DIALOG S5.A. It is being considered that, subsequent to the offer of newly Issued shares,
the participation of KGHM Polska Miedz Si.A. in the capltal of the company will be not less that 85 % of all
shares. The owner's final declsion as ta rhe initial public affering of the company’s shares will occur upon
completion of the book-building process.

On & December 2007, the Extraordinary General Shareholders' Meeting of DIALOG S.A. resolved to
decrease the capltal of the company trom PLN 1 959 800 thousand to the amount of PLN 489 950
thousand, I.e. by PLN 1 469 850 thousiind. The purpose of this operation was to (mprove the capital
structure, l.e. to cover the accumulated losses In the amount of PLN 913 150 thousand, and to change
the face value of the shares due to the planned initial public offer of the shares of the company. This
decrease in capital will be carried out witvout payout to the company's shareholder.

Due to the planned public listing of DIALOG S.A.,, on 4 January 2008 the Extraordinary General
Shareholders’ Meeting resolved to increase the ¢caphtal of the company by the issuance of new shares as
part of an IPO (in the context of the Act dated 25 July 2005 on public offerings and cendltions governing
the intreduction of financlal instrurments to organised trading, and on public companies). The execution
of resolutions In this respect is conditional on the presentation by the Supervisory Board of DIALOG S.A,
of an evaluation of the results, situation and perspectives of DIALOG S,A. given the flnancial statements
for 2007, the Budget for 2008 and the plan for subsequent years,

Dividend received from Polkomtel S.A.
On 18 December 2007 the Company received an Interim dividend for 2007 from Polkomtel S.A. in the
amount of PLN 61 905 thousand.

Selectlon of other slanificant events covered by cutrent reparts

Company Bodles

On 18 October 2007, the Extracrdinany General Shareholders’ Meeting of KGHM Polska Miedz S.A.
recatled Adam taganowskl from the Supszrvisory Board of the Company, and simultaneously appointed
Remigiusz Nowakowskl and Leszek Jakubidw to the Supervisory Board of the Company.

In addition, the General Shareholders’ Meeting annulled the resclution dated 15 June 2005 regarding
settlement of the effects of a hyperinflationary revaluation of share capital to be presented In the
consolidated financial statements of the KGHM Polska Mied? S.A. Group, prepared in accordance with
international Financial Reparting Standards (IFRS) and International Accounting Standards (IAS).

Simultaneously, the General Shareholdurs’ Meeting resolved to decrease the share capital of the
Company - presented in the separate financial statements at the date of application of International
Financial Reporting Standards and at the Jate of preparation of the first half-year financial statements In
accordance with IFRS, i.e., at 30 June 2007, In the amount of PLN 7 413 573 thousand after
hyperinflationary revaluation - by the amount of PLN 5 413 573 thousand. Following this decrease,. the
amount of share capital remains at PLN 2 000 000 thousand. The General Sharehalders’ Meeting decided
to transfer the amount of PLN 5 413 57:1 thousand, being the amount by which the share capital was

decreased, to supplementary capital.

The Supervisory Board of the Company, a: (ts meeting on § November 2007, recalled Maksymilian Byticki
from the function of Member of the Management Board - I Vice President of the Management Board of
KGHM Polska Miedz 5.A. Simultaneously, the Supervisory Board on 6 November 2007 appolnted Dariusz
Katkow to the function of Member of the Management Board - Vice President of the Management Board
of KGHM Polska Mied% S.A. The Supervisory Board of the Company granted the function of I Vice
President of the Management Board of K:3HM Polska MiedZ S.A. to Ireneusz Reszczyriskl — until now a
Vice President of the Management Board ¢f KGHM Polska Miedi S.A.
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Dividend for 2006

The Management Board of KGHM Polska Mled: S.A. by a resalution dated 30 November 2007 set the
date of payment of the second tranche of the dividend for 2006 in the amount of PLN 1 696 miilion, i.e.
PLN 8.48 per share, at 12 December 2J07. This resolution was passed in respect of the decision of the
Cour; of Appeals in Wroctaw dated 28 November 2007, changing the decision of the Reglonal Court in
Legnica dated 1B September 2007. The Company submitted an appeal to the Court of Appeals in
Wroctaw of the decision Issued by the R2gional Court in Legnica on 10 October 2007.

The Group

On 3 October 2007, a change in share ¢apital was registered for MCZ S.A. with its reglstered head office
fn Lubin. The share capltal of the company was increased by PLN 4 300 thousand and currentiy amounts
to PLN 51 118 thousand. All of the new shares were acquired by KGHM Polska Miedz S.A., which
currently owns 100% of the share capitzl of MCZ 5.A..

O 5 October 2007, a change In share capltal was registered for ,Zagleble" Lubin SSA with its registered
head office in Lubin. The share capital of the company was increased by PLN 100 000 thousand and
currently amounts to PLN 113 689 thousand. All of the new shares were acquired by KGHM Polska Miedi
S5.A. An agreement for the acquisition ¢f shares was signed on 30 July 2007. KGHM Polska MiedZ S.A.
owns 100% of the share capital of ,Zaglabie” Lubin SSA.

2, Measurement of financial assets and property, plant and equlpment

Flnancial assets :

Due to the measurement and settlernent of future cash flow hedging transactions in an amount reflecting
the effective portion of the hedge, after reflecting the results in deferred tax, other reserves were
decreased in the current quarter by PLN 73 783 thousand.

{an accrued increase in other reserves by PLN 449 924 thousand net since the beginning of the year)

Due to the measurement and settlement of available-for-sale financial assets at fair vaiue, after
reflecting the results in deferred tax, otier reserves were Iincreased in the cuirent quarter by PLN 143

thousand.
{an accrued decrease in other reserves bs PLN 4 615 thousand net since the beginning of the year)

Due to the re-measurement of derivative instruments to fair value there was an Increase in profit for the
current quarter of PLN 44 120 thousand.
(an accrued decrease In profit by PLN 26!7 982 thousand since the beginning of the year)

In additlon, In the current quarter the financial result was decreased by an Impalrment loss on shares In
subsidiaries In the amount of PLN 24 208 thousand, of which PLN 5 B50 thousand Is in respect of the
impairment loss to the value of the shares of 2aglebie Lubin SSA, while PLN 18 358 thousand Is in
respect of the Impairment loss to the valt e of the shares of Dialog 5.A.

Property, plant and equipment and recalvables

Due to the depreclation of property, plunt and equipment and amortisation of intangible assets, the
financfal result was decreased in the current quarter by PLN 108 687 thousand.

(an accrued decrease in profit by PLN 41§ 551 thousand since the beginning of the year)

Assets and the financial result in the current quarter were affected by the effects of provisions for
receivables together with interest (an excess of provisions created over released), decreasing the result
of the current quarter by PLN 14 054 thousand, of which PLN 25 549 thousand was in respect of
provisions for receivables claimed from lo:al authorities due to the payment of taxes on mining works,
The Company is pursuing an appeal procedure as respects taxation on underground mining works.

(an accrued decrease In profit due to provisions for recelvables by PLN 28 474 thousand since the

beginning of the year)

In addition, the financial result of the curent quarter was decreased by the effects of Impairment losses
on property, plant and equlpment and intinglble assets in the amount of PLN 5 165 thousand.

(an accrued decrease in profit due to impairment losses on property, plant and equipment and Intanglble
assets by PLN 8 110 thousand since the beglnning of the year)

VI. Type and amount of changes in estimates

Provisions
The effects of revaluation or recognition of new estimates of future liabllities {provisions) were settled in
the financial result of the current quarter, and In particular:

1. provision for costs of decornmissioning (restoration) of Company’s mines. This provislon alsa includes
the estimated costs of dismantling and removing technologica! faciiities, for which the obtigation for
restoration is Incurred upon the conclusion of activities as a result of prevailing law or standard
practice. The result of this change in estimates is an increase in the provision and a decrease In profit

in the amount of PLN 12 022 thousand
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{an accrued decrease in profit for the puriod b y PLIN 25 322 thousand since the beginning of the year)

2. provisions for future employee berefits due to one-off retirement or disability payments, jubllee
awards and post-employment coal equivalent payments paid after the period of emplayment. The
result of this change in estimates is an increase In the provision and a decrease In profit of the current
quarter in the amount of PLN 33 167 housand

{an accrued decrease in profit by PLN 4.’ 270 thousand since the beginning of the year)

In addition, the accrued financial resu t includes a provision for the annuail benus In the amount of PLN
243 709 thousand, paid after approva of the financial statements.

The revaluation or recognltion of other provisions for liabilities did not significantly affect the financial
result of the current perlod.

Deferred Income tax

The result of differences between the carrying amount and tax base of balance sheet items Is a change
in the estimated value of the deferred income tax asset and the deferred income tax liabilities.

There was a decrease In the deferred income tax asset In the current quarter in the amount of PLN

6 113 thousand, which was settled :

- as a decrease of profit PLN 6 232 thousand,

- a5 an Increase of the revauation reserve on financial hedging Instruments PLN 119
thousand)

(An accrued decrease in the deferred ‘ncome tax asset since the beginning of the year In the amount

of PLN 131 663 thousand, of which the following was settled:

- as a decrease of profit  PLN 14 164 thousand, ’

- as a decrease of the revalustion reserve on financial hedging instruments PLN 117 499
thousand)

There was a decrease In the deferred tax llability In the amount of PLN 12 681 thousand, of which the

following was settled:

- as a decrease of profit PLN 1 579 thousand

- as an increase of the revaluation reserve on financial hedging instruments and on avallable-
far-sale financial assets PLN 14 260 thousand

{An accrued increase In the deferred tex Habiiity since the beginning of the year in the amount of PLN
2 448 thousand, of which the following was settied:

- as an increase of profit  PLN 1 366 thousand,
- as an Increase of the revalualion reserve on financlal hedging instruments and on available-
far-sale financial assets PLN 1 082 thousand).

After offsetting the deferred income ta:c asset and deferred income tax liabflities, the deferred income
tax asset at the end of the financial per od was set at PLN 160 781 thousand.

VII. Factors and events, in particular those of an unusual nature, having a significant Impact
on the financial results achieveid.

Praduction and financlal results fry the fourth quarter of 2007

In the fourth quarter of 2007, KGHM Po ska Mied? S.A. produced 133 661 tonnes of electrolytic copper,
including 28 518 tonnes frormn purchused copper-bearing materials {in 2007 electrolytlc copper
production amounted to 532 974 tonnes, including 92 314 tonnes from purchased copper-bearing
materlals) and 299 tonnes of metallic si ver (In 2007: 1 215 tonnes).

The most significant factors impacting the value of sales in the fourth quarter of 2007 were
macroeconomic factors:

-  copper prices on the London Met:z | Exchange {LME) of 7 239 USD/t,

— average silver prices on the Londoan Bullion Market (LBM) of 14,21 USD/troz (457 USD/kg),

~  an average exchange rate of 2.5- PLN/USD
and the sales volume: 122 269 tonnes cf copper and copper products, and 292 tonnes of silver.

The revenues from gales achleved of PLN 2 912 335 thousand were higher than those achieved In
the fourth quarter of 2006 by PLN 183 837 thousand, i.e. by 7%. This increase In sales was due to:
-~ changes In results from the settlament of hedging transactions (an improvement in the result

from PLN (626 976) thousand to I’LN 115 049 thousand),
- higher prices on the metals marcets: copper {an increase from 7 087 USD/t to 7 239 USD/t)

and silver {an Increase from 12,513 USD/troz to 14,21 USD/troz),
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aloeng with the following factors which decreased revenues from sales:

- strengthening of the PLN fram 2.99 PLN/USD to 2.53 PLN/USD,

- a decrease In the volume of sales of copper products (from 135 124 t to 122 269 t)} and gold
(from 382 kg to 165 kg).

In thv.f fourth quarter of 2007, revenu:as from the sale of copper and copper products represented 83%,
and silver 12% (In the comparable period respectively: 85% and 12%) of tatal revenues from sales,

Operating costs in the fourth quarter of 2007 amounted to PLN 1 878 982 thousand and were lower
versus the comparable prior period by PLN 78 667 thousand, L.e. by 4%, alongside a decrease in the
volume of sales of copper products by 10%. The leve! of operating costs was primarily impacted by the
10\iwer value of external copper-bearinj materials used due to a lower volume and decreased purchase
price.

The total unit cast of electrolytic copper production in the fourth quarter of 2007 amounted to
11 936 PLN/t and was at a similar level to the comparable perlod of 2006 (11 847 PLN/t).

The total unit cost of copper production from Internal charges In the fourth quarter of 2007
amounted to 3 985 PLN/t, an increase: versus the comparabie prior period of 9%. The increase in the
cost is mainly due to the increase in labour costs and to a decrease in the production of copper from
Internal concentrates due to a decrease In copper content in extracted ore.

Profit on sales (gross profit less adrninistrative expenses and selling costs) In the fourth quarter of
2007 amounted to PLN 1 033 353 thcusand and was higher by PLN 262 504 thousand, i.e. by 34%,
than that achieved in the fourth quarter of 2006.

Other operating actlvities showed a loss In the fourth quarter of 2007 in the amount of PLN
(46 584) thousand. The most significant Items effecting the result of other operating activities are:
exchange tosses, dlvidends received and Interest on investments, In comparison to the result achieved
in the comparable prior period the loss was lower by PLN 274 079 thousand, mainly due to an
adjustment to the value of the shares of the subsidiary DIALOG S.A. recognised in the resuit for 2006.

As a result of the factors described abecve, gperating profit in the fourth quarter of 2007 amounted to
PLN 986 769 thousand and increased versus the comparable period by PLN 536 583 thousand, l.e. by
2.2- times.

In the last quarter of 2007, KGHM Polska Mied? S.A. earmed a profit for the period of PLN
791 680 thousand, which was higher Ly PLN 465 098 thousand, l.e. by 2.4-timeas, than that achieved
in the fourth quarter of 2006, based on comparative principles.

EBITDA in the perlod from October to December 2007 amounted to PLN 1 095 456 thousand
{including depreciation of PLN 108 6£7 thousand) and was hlgher by PLN 543 931 thousand than
EBITDA in the cormparable prior period.

Risk management

In the fourth quarter of 2007, strategies hedging the copper price represented approx. 15% of the
sales of this metal realised by the Company. With respect to sliver sales this figure amounted to
approx. 2%. In the case of the curiency transactions, hedged revenues from sales represented
approx. 16% of total revenues from sal2s realised by the Company.

Derivative transactions entered Into or the metals market were settled with a negative result, while
derivative currency hedging transactions were settled with a positive result, In the fourth quarter of
2007 the result on derivative instruments amounted to PLN 133 649 thousand, of which revenues from
sales were adjusted in pfus of PLN 115 049 thousand, {the amount transferred from revaluation
reserve to profit or toss in the reporting period), PLN (25 520) thousand adjusted other operating costs
and losses (loss from the realisation of derivative Instruments), while PLN 44 120 thousand decreased
other operating costs and losses (loss from the measurement of derivative nstruments). The
adjustment of other operating costs and losses due to the measurement of derivative transactions is
mainly due to the change in the time vilue of options which are to be settled in future pertods. Due to

’ the existing hedge accounting regulations, changes in the time value of options may not be recognised
in the revaluation reserve,

In the fourth quarter of 2007, the Company did not imptement any copper price hedging strategies.
During this period the Company Impleinented adjustment hedge transactions in the total volurme of
1 350 tonnes and maturity falling in April, May, June, July, August and September 2008.

Polish Financial Supervision Authority 11
Transiation fron- the orlginal Polish version
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;n the case of the silver market, during the analysed period hedging strategies were likewlse not
implemented. In the fourth quarter ¢f 2007, adjustment hedge transactions were not implemented on
the silver market,

_In the case of thg forward currencs market in the fourth guarter of 2007, the Company did not
implement strategies hedging the USI)/PLN exchange rate and adjustment hedge transactipns.

The Company Fremains hedged for a rortion of copper sales planned In 2008 (150 thousand t), and for
a portlon of silver sales planned for in 2008 (12.0 million troz)} and In 2009 {9.6 million troz). The
Company does not hold hedged positions for revenues from sales {currency market).

At 31 December 2007, the fair value of open positions In derivative Instruments amounted to
PLN 97 417 thousand, of which PLN 97 419 thousand relnted to the fair value of hedging Instruments,
while PLN (2) thousand related to the falr value of trade instruments. The fair value of open positlons
In derlvative instruments varies, depanding on changes in market conditions, and the final result on
these transactions rnay vary significartly from the measurements described above.

At 31 Decamber 2007, the revaluation reserve amounted to PLN 9 895 thousand, of which PLN (964}
thousand relsted to the effective portion of the result from the measurement of transactions hedging
metals price risk, while PLN 10 859 :housand related to the effective portion of the resuit from the
measurement of transactions hedging currency risk (credit denominated in forelgn currency).

At 30 September 2007, the revaluaticn reserve from measurement of the effective portion of the falr
value of hedging Instruments amounted to PLN 98 093 thousand.

During the fourth quarter of 2007 the: change in the revaluation reserve amounted to PLN (88 198)
thousand. This amount is comprise:d of changes In fair value during the period transferred to
revaluation reserve due to the effective portion of hedging transactions entered into, i.e. Increase of
revaluation reserve by PLN 26 851 thousand, and the amount transferred from revaiuation reserve to
profit and loss due to the settlement >f hedging transactions, i.e. decrease of revaluation reserve by
PLN 115 049 thousand, {being an adjustment /n plus of revepues from sales for the fourth quarter of
2007).

VIII. Information on the issuance of debt and equity securitles

R

There was na [ssuance, redemption or repayment of debt and equity securities during the petlod
presented, in the Company.

Information ralated to a paid {or declared) dividend

Pursuant to resolution no. 39/2007 of the Ordinary General Shareholders’ Meeting: of KGHM Polska
Miedz S.A. dated 30 May 2007 respecti1g the appropriation of profit for financlal year 2006 and setting
of the right to dividend date and dividend payment dates, corrected by resolution no. 3/2007 of the
Extraordinary General Shareholders’ M:2eting of KGHM Polska MiedZ S.A. dated 9 July 2007 respecting
the correction of resclution no. 39/2007 of the Ordinary General Shareholders” Meeting dated 30 May
2007, the amount of PLN 3 394 000 thousand, representing PLN 16.97 per share, was allocated as a
shareholders’ dividend from profit for filanclal year 2006.

The right to dividend date was set at 25 June 2007. The dividend payment dates were set as follows:
on 10 July 2007 - the amount of PLN 1 698 000 thousand, l.e. PLN 8.49 per share, and on 10
September 2007 - the amount of PLN 1 696 000 thausand, i.e. PLN 8.48 per share,

The amount of PLN 1 698 000 thousanc, I.e, PLN 8.49 per share, was pald on 10 July 2007.

In connectlon with a suit filed by a shareholder requesting the Court either to invalidate or to annul
resolution no. 3/2007 of the Extraordirary General Shareholders’ Meeting of KGHM Polska Miedz 5.A,
dated 9 July 2007, along with a request to safeguard the sult by Issuing a court injunction prohibiting
the Company from paying the second tranche of the dividend in the amount of PLN 1 696 000
thousand, the Regional Court In Legniza, Sectlon VI (Economic), by a ruling dated 1 August 2007,
agreed to safeguard the sult by proh biting the defendant from paying the second tranche of the
dividend in the amount of PLN 1 696 000 thousand, which was to be paid on 10 Septamber 2007. The
Company submitted an appeal agains: the abovesald ruling. On 6 September 2007, the Court of
Appeal in Wroctaw dismissed the appeal of the Company against a decisfon Issued by the Reglonal
Court in Legnica dated 1 August 2007 regarding prohibiting payment of the second tranche of the

dividend.

Polish Flnanc al Supervision Authority 12
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On 18 September 2007, the Regional Court in Legnica, Section VI (Economic) issued a decislon In
which the C9urt ascertained the invalidity of resolution no. 3/2007 of the Extraordinary General
Shareholders” Meeting of KGHM Polska Mied# S.A. dated 9 July 2007,

On 10 October 2007, the faw office of Soltysinskl & Szlgzak Kancelarla Radcéw Prawnych | Adwokatéw
Spétka Komandytowa in Warsaw acting as counsel to the Company submitted to the Court of Appesl in
Wrociaw an appeal against the decision issued by the Regional Court in Legnica, dated 18 September
2007 concerning the invalldity of resolution no. 3/2007 of the Extraordinary General Shareholders’
Meeting dated 9 July 2007,

The Court of Appeals in Wrodtaw, In 2 decislon announced on 28 November 2007, found In favour of
the appeal of the Company and changed the decision of the Regionat Court in Legnica dated 18
September 2007 by dismissing the shareholder sult alleging the invalidity of resolution no. 3/2007 of
the Extraordinary General Shareholders’ Meeting of KGHM Polska Mledi S.A. dated 9 July 2007.

In respect of the decision of the Court of Appeals in Wroclaw dated 28 Novemnber 2007, the
Management Board of the Company by resolution dated 30 Novernbear 2007 set the date of payment of
the second tranche af the dividend for 2006 In the amount of PLN 1 636 000 thousand, {.e. PLN 68.48
per share, at 12 Decernber 2007.

The armount of PLN 1 696 Q00 thousard, t.e. PLN 8.48 per share, was pald on 12 December 2007,
All of the Company's shares are ordinary shares.

X. Subsequent events

Changes In the Management Board of the Company

The Supervisory Board of the Company at its meeting on 17 January 2008, recalled Krzysztof Skéra
from the function of President of th:: Management Board of XGHM Polska Miedz S.A. and Dariusz
Kaskéw from the function of Member of the Management Board - Vice President of the Management
Board of KGHM Poiska Mied# S.A. v

The Supervisory Board of the Companv has decided that the Management Board of KGHM Polska Mied:
S.A. shall be comprised of three Membars.

The Supervisory Board has appainted Ireneusz Reszczynski, I Vice President of the Management Board
of KGHM Poiska Mied? S.A. as the acting Prasident of the Management Board of KGHM Polska Miedz
S.A. untll the President of the Managerient Board is appointed.

The Extracrdinary General Sharehclders’ Meeting

On 14 February 2008, the Management Board of the Company announced an Extraordinary General
Shareholders' Meeting. The agenda of the EGM foresees changes in the compesition of the Supervisory
Board of the Company,

Trade agraement

On 30 January 2008, a contract was signed between KGHM Polska MiedZ S.A. and Tele-Fonlka Kable
S.A. for the sale of 8 mm copper wire rod and oxygen-free coppet wire rod. The estimated value of
this contract is from around USD 658 461 thousand (PLN 1 613 296 thousand) to around USD 844 362
thousand {PLN 2 D68 771 thousand}.

Resignatlion of a Member of the Supervisory Board

Marcin Slezak, a Member of the Supervisory Board of KGHM Polska Miedf S.A., submltted his
resignation from serving as a Member of the Supervisory Board of KGHM Poiska Miedz S.A. from 13

February 2008.

XI. Effects of changes In the structure of the ecanomic antity during the fourth quarter of 2007,
including the combination of economlic entities, the takeover or sale of subsidiaries of the
Group and long term investments, restructutisation or discontinuation of actlvities.

In the fourth quarter of 2007 the following events occurred:

— On 1 October 2007, ownership rights t> 29 shares of Polskie Centrum Promocit Miedzi spdtka z o.0.,
with a total nominal value of PLN 87 thoisand, were transferred to KGHM Polska MiedZ S.A. based on
four sales contracts signed on 24 September 2007 with entlties of the KGHM Polska MiedZ S.A. Group,
l.e.;

- with KGHM Ecoren S.A, -~ a contract to sell 26 shares of PCPM sp. 7 0.0., representing 74.286% of the
share capital of PCPM sp, z 0.0.; acquired for the total amount of PLN 239 thousand,

- with WM LLABEDY” S.A,, KGHM Metrace S.A. and KGHM CUPRUM sp. z 0.0.-CBR -~ contracts to sell to
each of these companies one share of PCFM sp, z 0.0,, representing 2.857% of the share capital of PCPM
5p. 2 0.0. for the amount of PLN 9 thousard (a total of 3 shares representing 8.571% of the share capita!
of PCPM sp. z 0.0., for the amount of PLN 27 thousand).

Polish Financial Supervision Authority 13
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All of the shares acquired by KGHM Polska MiedZ S.A. represent 82.857% of the share capital of PCPM
5p. 2 0.0. and the same number of vo-es. This transaction improves the structure of the KGHM Polska
Miedz S.A. Group.

- On 3 October 2007, a change of share capltal was registered in the Reglonal Court for Wroctaw-

Fabryczna in Wroctaw, Sectlon IX (Ecoyomic) of the National Court Register for MIEDZIOWE CENTRUM

gDR;JWIA Spdtka Akcyina with its registered head office in Lubln (a subsidiary of KGHM Polska Mieds
WAL

The share capital of MIEDZIOWE CENTRUM ZDROWIA Spdtka Akcyjna was Increased by PLN 4 300

thousand through the Issuance of 60 567 shares with a nominal value of PLN 71 each, and amounts after

the increase to PLN 51 118 thousand. All of the new shares were acquired by KGHM Polska Miedz S.A.

and paid for in cash. .

- On 5 October 2007, a change of stare capital was registered In the Regiona! Court for Wroclaw-

Fabryczna in Wroctaw, Section IX (Economic) of the National Court Register for ~Z3giebie” Lubin SSA,

The share capital was increased by PLN 100 000 thousand. KGHM Polska MiedZ S.A. acquired all of the

shares in the increased share capital (100 thousand ordinary registered shares of the new Issue, series

«AE", with an Issue price equal to the face value amounting to PLN 1 000 per share), based on & contract

entered into with the company on 30 July 2007. Payment was set to be made In three tranches:

- 1st tranche of PLN 25 000 thousand, faid on 30 September 2007,

- 2nd tranche of PLN 50 000 thousand - by 31 March 2008,

— 3rd tranche of PLN 25 000 thousand - by 30 June 2008.

The shares acquired by KGHM Polska Mied: S.A. represent 87.96% of the increased share capital of

»Zagtebie” Lubin SSA,

Following this Increase the share capital of ~Zagteble” Lubin SSA amounts to PLN 113 689 thousand and

Is divided into 113 689 ordinary shares with a face value of PLN 1 QOO each. KGHM Polska Miedi S.A.

owns 100% of the shares of this company, and the same number of votes. The funds arising from this

increase in capital will be used for the building of a stadiurm. .

XII. Contingent and other off-balance sheet Items

At 31 December Increase/{decrease)
2007 since the end of the last
financtal year

1. Contingent recejvables 122972 {34 661)
due to
- guarantees received 577 577
- disputed State budget issues 122 395 (35 238)
2. Contingent liabllities 665 886 (70 457)
due to
- guarantees granted 12 811 5 592
- issues under litigation 7 483 1171
- contingent penalties 3838 {405)
" Gonditional transfer of the shares I Poarmter S.A. 641 731 (76 838)
- cornpensation due to the terminatisn of an 20 20
employment contract
- other 3 3
3. off-balance sheet liabllities 403 050 (33 064)
due to
- implementation rights, invention [rojects 7 449 (23 199)
- operating leases 22 502 (3 145)
- payments due to perpetual usufru:t of land 373 099 {6 720)
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Other information to the quarterly report Q4/2007

Other Inforimation to the quarterly report

Q4/2007

{pursuant to § 91 sec. 6 of the Decree of the Minister of Finance dated 19 Qctober 2005 - Journal of Laws
Na. 209, item 1744)

1. Selacted financial Hems

in *000 PLN In*Q00 EUR

4 quarters 4 quarters 4 quarters 4 quarters
SELECTED FINANCIAL ITEMS accrued accrued accrued acerued

paeriod from period from period from period from

01-01-2007 01-01-2006 01-01-2007 01-01-2006

to 31-12-2(107 to 31-12-2006 to 31-12-2007 to 31-12-2006

1. Sales 12 183 113 11 669 730 3225777 2 992 929
I1. Operating profit 4682034 4 302 165 1 235 683 1103 374
II1. Profit before taxation 4 655 530 4 279 614 1 232 665 1097 590
IV. Profit for the perlod 3793 826 3 504 557 1 005 832 898 812
V. Number of shares |ssued 200 00! 000 200 000 000 200 00C 000 200 000 000
V1. Earnings per ordinary .
share {in PLN/EUR) .8.99 17.52 5.03 4,49
VII. Net cash generated from
operating activities 4 468 045 2572 257 1183 024 659 705
VIII. Net cash used in
Investing activities (577 866) (57 854) (153 004) (14 838)
e er cash used in financing (3 405 550) (2 044 537) (901 702) (524 361)
X. Total net cash fiow 4Bs 629 469 B66 128 318 120 S05

At 31.12.2007

At 31.12,2006

At 31.12,2007

At 31.12.2006

XI. Current assets 4 995 292 5 234 938 1 394 554 1 366 397
XII. Non-current assets 7 428 338 7 048 668 2 Q73 796 1 839 807
XIII. Total assets 12 423 630 12 283 606 3 468 350 3 206 204
XIV, Current llabllities 2021372 2 847 051 564 314 743 123
XV. Non-current fiabilities 1 436 309 1 320 741 400 979 344 733
XVI. Equity B 965 949 B 115 814 2 503 057 2 118 348
HCIoslng price of shares o last
day of trading of Q4 2007 and 105.80 B9.00

Q4 2006 (in PLN) _
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I1. Organisational structure of the KGHM Polska Mied$ S,A. Group at 31 December 2007

Subsidiaries
and indirect subsldiaries
subject to consolidation

Subsidiaries
and indirect
subsidiaries
not subject to
consolidation

Associates
not accounted for

using the equity

Indirect associates

method

Parent entity
KGHM Polska Miedz S.A.

—

—  "MIEDZIOWE CENTRUM ZDROWIA" S.A. R [

KGHM Ecoren S.A. B

KGHM CUPRUM sp. 2 0.0, - CHR |

"Energetyka™ sp, z 0.0

KGHM Puolish Copper Ltd.

CBJ sp. 2z 0.0.

POL-MIEDZ TRANS $p. 2 0.0

KGHM Kupferhandelsges, m.b.H

KGHM CONGO S.P.R.L.

KGHM Metraco S.A,

PeBekKa S.A.

DIALOG S.A,

AVISTA MEDIA Sp. z 0.0.

Vivid.p! S.A.

"Zagtebie" Lubin SSA

KGHM LETIA 5.A,

T [T T T e are e e e

PHP "MERCUS" sp. z 0.0.

)
l
)
i
|
)
|
J
|
|
}__

WFP Hefra SA

]

’_J__L

WM "LABEDY" S.A.

Walcownia Meta!l Niezelaznych spéika z 0.0.

DFM ZANAM - LEGMET Sp. z 0.0.

INOVA Spbtka z 0.0,

DKE Spéika z o.0.

A T N S

INTERFERIE S.A.

—f PHU "Lubinpex" Sp. © 0.0. J
—-I AQUAKONRAD SA in bankruptcy

—( PU "Mercus Serwis" Sp. 7 0.0. J
—{ PCPM sp, z o.0. 1
H TUW-CUPRUM |
Lj Polkomtel S.A. [
LL MINOVA-KSANTE Spétka z 0.0. |

r PHU "Mercus BIs" Sp. £ 0.0, JJ
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Other Information to the quarterly report Q4/2007

I11. Effects of changes In the structure of the economic entity including due to the combination of
aconomic entities, to the takeovar or sala of entitles of the Group, to non-current Investments, or to
the separation, restructurisation or discontinuation of activities

The effects of changes in the structure of the economic entity are presented in point XI of the condensed
financial statements.

IV. Positlon of the Management Board with respect to the possibllity of achlaving previousty-
published forecasts of results for the year 2007, In light of the results presented In this quarterly
report relative to forecast results

In a current report dated 21 August 2007 the Company published the adjusted Budget assumptions for 2007 as
accepted by the Management Board on the :ame day and approved by the Supervisory Board on 30 August
2007 (current report on the same day).

The adjusted Budget assumes the achlevemert in 2007 of revenues from the sale of products, goods for resale
and materials of PLN 11 854 million and of profit for the period of PLN 3 682 million.

In 2907 the Company earned revenues from sales of PLN 12 183 million and a profit for the period of PLN 3 799
million, which means the planned vaiues were exceeded respectively by 2.8% and 3.2%.

Achlevement of a higher amount of revenues tian planned is mainly due to the following:
~ higher-than-forecast metals prices on global markets, and

~ lower-than-forecast negative effects of hedging transactions,

alongside negative impact of a stronger PLN versus the USD and exchange losses.

The total unit cost of electrolytic copper prodiction in 2007 was 11 160 PLN/t, which Is 8% higher than that
assumed in the Budget for 2007 (10 320 PLN/Y).

The level of costs was affected by:

- the higher value and amount of exterr al copper-bearing materlals,
- the lower production aof copper from internal cancentrates, and

- the higher valuation of stored Internal semi-products used.

The decrease in production using internal chérges and the use of relatively more expensive stored interna!
seml-products led to an exceeding of the plannad cost of production from internal charges by 8% (pian - 8 655
PLN/t, execution -~ 9 313 PLN/Y).

V. Shareholders holding at jeast 5% of the total number of votes at the General Shareholders
Mecting of KGHM Polska MiedZ S.A. as at the date of publication of this quarterly report, and
changes In the ownershlp structure of material blocks of shares of the Company In the perfod since
publication of the prior quarterly report '

At the date of publication of the report for tae third quarter of 2007, fLe. at 5 November 2007, the only
shareholder owning at least 5% of the total wumber of votes at the General Sharehoiders’ Meeting of the
Company was the State Treasury - which owned 83 S89 900 shares of KGHM Polska Miedi S.A., representing
41,79% of the share capital of the Company and the same number of votes at the General Shareholders
Meeting (based on an announcement dated 16 May 2007).

Following publication of the report for the thrd quarter of 2007, the Company was not informed by any
shareholder of any change In the ownership stri cture of material blocks of shares.

At the date of publication of this report, based on information held by the Company, the only shareholder
owning at least 5% of the tatal number of votas at the General Shareholders Meeting of KGHM Polska Miedz
S.A. i5 still the State Treasury, which holds 83 589 S00 shares of KGHM Polska Mied2 S.A. representing 41.79%
of the share capital of the Company and the same number of votes.

VI. Changes In ownershlp of shares of KGHM Polska Mied: S.A. or of rights to them (optlons) by
management or supervisory personnel of the Company, based on information held by the Company,
during the period following publication of the prior quarterly report

The Members of the Management Board of the Company, at the date of publication of the_rep?ort for the third
quarter of 2007, i.e. at 5 November 2007, dil not own any shares of KGHM Polska Miedz S.A. Based on
infermation held by the Company, at the date of publication of this report this did not change.

Among supervisory personnel, at the date of publication of the report for the third quarter of 2007, only
Ryszard Kurek owned 10 shares of KGHM Polsk: MiedZ S.A, Based on Information held by the Company, at the
date of publication of this report this did not cha ge.

VII. List of proceedings being pursued in a zourt, an appropriate body for arbltration, or in & body of
public administration

AL 31 December 2007, the totai value of on-going proceedings before the public courts, bodies appropriate for

arbitration proceedings and bodies of public adninistration, of KGHM Polska Mledz 5.A. and its subsidiaries, did
not represent at least 10% of the equity of KGHM Polska MiedZ S.A.



14702 20045 V7089 rAA 0048 /b 4ai7B200 KRGHM POLSKA MIEDZL S.A. - BSEC-ADR woz4

".."‘_"!‘M‘_"‘”Cu iy

4 oumddyy .t ﬂ..dllBER: 82'463‘3

[
Other informatlon to the quarterly report Q4/2007

VIII. Information on single or multiple “ransactions enterad inte by KGHM Polska Miedz S.A. or a
subsldiary with related entities, if the value of these transactions (belng the total value of aM

500 thousand - which are not typical and routine transactions entered into under market conditions
between related entlties and do not arise from on-golng operating activities

During the perod from 1 January 2007 to 31 December 2007 neither KGHM Polska Mied: S.A, nm: its
subsidiaries entered Into transactions with related entitles which were not typical having a value exceeding EUR
500 thousand,

IX. Information on the granting by KGHM Polska Miedz S.A. or by a subslidiary of collateral on credit
or loans, or of guarantees - in total to o single entity or subsidlary, If the total value of exlisting
securitles or guarantees represents the 2quivalent of at least 10% of the equity of KGHM Polska
Mied£ S,A.

During the period from 1 January 2007 tc 31 December 2007 neither the Company nor Its subsidlaries granted
collateral on credit or loans, nor did they grait guarantees to a single entity or subsidiary whose total value
would represent at least 10% of the equity of HGHM Polska Mieds S.A.

X. Other information significant for the evaluation of employment, assets, finances and the financlal
result and any changes thereto, and Informatlon which Is significant for evaluating the capacity to

meaat liabilities

In the fourth quarter of 2007 there were no other significant events, apart from those mentioned in the
commentary to the report, which could signifi:antiy Impact an evaluation of the employment, assets, finances
and the financial result of the Company, and any changes thereto, or any other information significant for
evaluating the capacity of the Company to meet its llabllities.

XI. Factors which, in the opinlon of KGHM Polska Mled# §.A., will Impact the financial results of the
Company, at least in the following quarter.

The main factors affecting the results achievesd by KGHM, in particular with respect to the following quarter,

are:
- copper and silver prces on the metals mnarkets,
- the PLN/USD exchange rate, and

- electrolytlc copper production costs.
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" SIGNATURES OF PERSONS REPRESENTING THE COMPANY

Date First, surname Position/Function Signature

14 February 2008
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14 February 2008
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Exemption number: 82 4639
KGHM POLSKA MIEDZ S.A.

ul. M. Skiodowskiej-Curie 48 Tel. exchange: (48 76) 747 82 00

59-301 Lubin, Poland Fax: (48 76) 747 85 00

Att: Division of Corporation Finance

Company: United States Securities Phone: 1 202 55 13 450
and Exchange Commission Fax: 1202 77 28 207

From: Leszek Mierzwa (contact name) Phone: (48 76) 747 81 30

Executive Director, E:quity
Supervision and Investor Relations

Company: KGHM Polska Mied:: S.A. Fax: (48 76) 747 81 39
E-mail: ]

Date: 14 February 2008 | No of sheets: | 1

Current report 9/2008

The Management Board of KGHM >olska Miedz S.A. announces that the Company
has not received to now from its shareholders information on the candidates
proposed to the Supervisory Board of the Company in reference to the today's
Extraordinary General Shareholders’ Meeting. In accordance with principle number
1. point 5. part Il. of the “Code of Best Practice for WSE Listed Companies”, the
Company should publish on its corporate website justifications to the proposed
candidates to the Supervisory Board which have been made available to the
Company, together with their professional CVs, within a timeframe enabling the
review of such information and the passage of resolutions by the General
Shareholders' Meeting based on sufficient knowledge.

Legal basis:
§ 29 point 3 of the Warsaw Stock Exxchange Rules
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