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Consolidated half-year report PS 2008

{In accordance with § 86, section 2 of the Decree of the Minister of Finance dated October 19, 2005
- Journal of Laws No 209, point 1744)

for issuers of securities involved in production, construction, trade or services activities

For the first half of 2008 comprising the period from 1 January 2008 to 30 June 2008
Containing the censolidated financial statements according to International Financial Reporting Standards in PLN.

publication date: 14 October 2008

KGHM Polska Miedz Spdika Akcyjna

(name of the issuer)

KGHM Polska Miedz 5.A.

{name of issuer in brief)

Metals industry
(Issuer branch title per the Warsaw Stock Exchange)

59 301 LUBIN
{postal code) (city)
M. Sklodowskiej - Curie 48
(street) {number}

(48 76) 74 78 200 %{o 48 76) 74 78 500

(telephone) 6(’, (11384 5y (fax)
IR@BZ.KGHM.pl %p - ?3;-0%6 www.kghm.pl
{e-mail) % /d 2 % (website address)
692-000-00-13 2% 2 390021764
(NIP) 2 - (REGON})
%
Ernst & Young Audit Sp. z o.0.
(Entity entitled to audit ﬁnaﬁzial statements)
in '000 PLN in '000 EUR
half-year 2008 half-year 2007 half-year 2008 half-year 2007
SELECTED FINANCIAL ITEMS L Jomuary 2008 to | 1 Jamuary 2007 to | 1 January 2008 to | 1 January 2007 to
30 June 2008 30 June 2007 30 June 2008 30 June 2007
I. Sales 6 750 769 6 457 899 1941 215 1 680 585
I1. Operating profit 1963 628 2 126 559 564 650 552 554
I11. Profit before income tax 2 091 440 2233777 601 403 580413
V. Profit for the period 1719 159 1 825 641 494 352 474 365
v fggfifafr‘:nih;ngi;iz‘: tf;’g‘:jg'e to shareholders 1719410 1825334 494 424 474 285
I\;It.el:;csnz‘lt for the period attributable to minority (251) 307 (72) 80
VII. Number of shares issued 200 000 000 200 000 600 200 000 000 200 000 000
VII. Earnings per ordinary share (in PLN/EUR) B.60 9.13 2.47 2.37
IX. Net cash generated from operating activities 1267 023 1813 154 364 338 471 120
X. Net cash used in investing activities {602 891) (559 488) (173 364) (145 374)
:;i\l:li;tegash used infgenerated from financing (23 039) 21 320 (6 625) 5 540
XII. Total net cash flow 641 093 1274 986 184 349 331 286
At At At At
30 June 2008 31 December 2007 30 June 2008 31 December 2007

XIII. Non-current assets 8021312 7 932 257 2 391423 2214 477
XIV. Current assets 6843 420 5570 957 2 040 254 1 555 265
XV, Non-current assets held for sale 550 184 164 51
XVI. Total assets 14 865 282 13 503 398 4 431 841 3769793
XVIL. Non-current liabilities 1616133 1710812 481 824 477 614
XVIIL. Current llabilities 3832782 2290977 1142 681 639 580
XIX. Equity 9416 367 9 501 609 2 807 336 2 652 599
XX. Minority interest 47 296 47 621 14 101 13 295

This report is a direct translation from the original Polish version. In the event of differences resulting

from the translatlon, reference should be made to the official Polish version.

Polish Financial Supervision Authority
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Translation of auditors’ review report originally issued in Polish

Independent Auditors’ Review Report on the Interim Consolidated Financial Statements
for the six-month period ended 30 June 2008

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

1. We have reviewed the attached consolidated financial statements of the KGHM Polska Miedz S.A,

Group (“the Group™), for which the parent company is KGHM Polska Miedz S.A. (*the Company’,
“the parent company’) located in Lubin, at M. Skiodowskie)-Curie Street 48, including:

« the interim consolidated balance sheet as at 30 June 2008 with total assets amounting to
14,865,282 thousand zlotys,

« the interim consolidated income statement for the period from 1 January 2008 to 30 June 2008
with a net profit amounting to 1,719,159 thousand zlotys,

« the interim consolidated statement of changes in equity for the period from | January 2008 to
30 June 2008 with a net decrease of equity amounting to 85,242 thousand zlotys,

« the interim consolidated cash flow statement for the period from 1 January 2008 to 30 June
2008 with a net cash inflow amounting to 641,093 thousand zlotys and

+ the interim explanatory notes

(‘the attached interim consolidated financial statements’).

. The truth and fairness' of the attached interim consolidated financial statements prepared in

accordance with International Financial Reporting Standards applicable to interim financial
reporting as adopted by the European Union (‘IAS 34’) and the proper maintenance of the
consolidation documentation are the responsibility of the Company’s Management Board. Our
responsibility is to issue a report on these financial statements based on our review.

. We conducted our review in accordance with the provisions of the law binding in Poland and

auditing standards issued by the National Council of Statutory Auditors (‘Standards’). These
Standards require that we plan and perform our review in such a way as to obtain moderate
assurance as to whether the financial statements are free of material misstatement. The review was
mainly based on applying analytical procedures to the financial data, review of documentation
supporting the amounts and disclosures in the interim consolidated financial statements and
discussions with the management of the Company as well as its employees. The scope of work’ of
a review differs significantly from an audit of financial statements, the objective of which is to
express an opinion on the truth and fairness® of the financial statements. Review provides less
assurance than an audit. We have not performed an audit of the attached interim consolidated
financial statements and, accordingly, do not express an audit opinion.

Translation of the following expression in Polish language: “prawidlowosé, rzetelnosé ijasnosé”

[n Polish language two expressions are used (“zakres i metoda ') that in English language translation are
covered by one expression “the scope of work”

Transiation of the following expression in Polish language: “prawidlowo, rzetelnic i jasno”

ERNST & YOUNG W POLSCE JEST CZLONKIEM GLOBALNEJ PRAKTYKI ERNST & YQUNG
Sad Rejonowy dia m.st. Warszawy w Warszawie, X)l Wydzial Gospodarczy Krajowego Rejestru Sadowege, KRS: 0000006468
NIP 526-020-79-76. Kapitat zakladowy: 5 210 500 z1
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Translation of auditors’ review report originally issued in Polish

l 4. The Company’s consolidated financial statements for the period from 1 January 2007 to 30 June
2007 were subject to our review and we issued a qualified review report, dated 18 October 2007,
including an emphasis of matter on these consolidated financial statements. Qualifications related
to deferred tax and potential impairment of assets in one of the subsidiaries. Emphasis of matter
I related to hyperinflationary revaluation of share capital in accordance with 1AS 29. Above
mentioned issues do not impact on the attached interim consolidated financial statements for the

period from 1| January 2008 to 3¢ June 2008.
l 5. Our review did not reveal the need to make material changes for the attached interim consolidated
financial statements to present truly and fairly® in all material respects the financial position of the
I Group as at 30 June 2008 and the financial result, for the six months ended 30 June 2008 in

accordance with 1AS 34.

| . on behalf of
Ernst & Young Audit Sp. z o.0.
Rondo ONZ 1, 00-124 Warsaw

I Registration No. 130

l Marek Musiat Jacek Hryniuk
Certified Auditor Certified Auditor
Registration No. 90036/7272 Registration No. 9262/6958

Warsaw, 7 October 2008

*  Translation of the following expression in Polish language: “rzetelny, prawidiowy i jasmy”

212



KGHM POLSKA MIEDZ S.A.

DECLARATION BY THE MANAGEMENT
BOARD ON THE ACCURACY OF THE
PREPARED FINANCIAL STATEMENTS

Lubin, October 2008




DECLARATION BY THE MANAGEMENT BOARD OF KGHM POLSKA MIEDZ S.A. ON THE
ACCURACY OF THE PREPARED CONSOLIDATED FINANCIAL STATEMENTS

According to our best judgement the consolidated half-year financial statements and the
comparative data have been prepared in accordance with accounting principles currently in force,
and give a true, fair and clear view of the material and financial position of the KGHM Polska Miedz
S.A. Group and the financial result of the Group. The half-year report on the activities of the Group
presents a true picture of the development and achievements, as well as the condition, of the
KGHM Polska Miedz S.A. Group, including a description of the basic risks and threats.

Signatures

Signatures of all Members of the Management Board

Date First, Last name Position/Function Signature
President
7 October 2008 Mirostaw Krutin res!
of the Management Board
/4
r
I Vice President
7 October 2008 Herbert Wirth
of the Management Board M ANANAS Y
s Ps
L~

Vice President

7 October 2008 Maciej Tyb
acie) Tybura of the Management Bodrd




KGHM POLSKA MIEDZ S.A.

DECLARATION BY THE MANAGEMENT
BOARD REGARDING THE ENTITY
ENTITLED TO AUDIT FINANCIAL

STATEMENTS

Lubin, October 2008



DECLARATION BY THE MANAGEMENT BOARD OF KGHM POLSKA MIEDZ S.A. REGARDING
THE ENTITY ENTITLED TO AUDIT FINANCIAL STATEMENTS

The entity entitled to audit financial statements, and which has reviewed the consolidated half-year
financial statements, was selected in accordance with legal provisions. This entity, as well as the
certified auditors who have carried out this review, have met the conditions for issuing an impartial
and independent report on their review, in accordance with appropriate Polish legal provisions.

Signatures

Signatures of all Members of the Management Board

Date First, Last name Position/Function Signature

President

7 October 2008 Mirostaw Kruti
ctober irostaw krutin of the Management Board

/
I Vice President
7 Oct H Wirth
October 2008 erbert Wirt of the Management Board ’Q s W

Vice President
7 October 2008 Maciej Tybura ice Fresiden <
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for the period from 1 January 2008 to 30 June 2008
(amounts In tables in thousand PLN, unless otherwlse stated}
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for the period from 1 January 2008 to 30 June 2008
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{amounts In tables in thousand PLN, unless otherwlise stated)

Consolidated balance sheet

Assets

Non-current assets

Property, plant and equipment
Intangible assets

Investment property
Investments in asscciates
Deferred tax assets
Avallable-for-sale financial assets
Held-to-maturity investments
Derlvative financial instruments
Trade and other recelvables

Current assets

Inventories

Trade and other recelvables
Current corporate tax recelvables
Available-for-sale financial assets
Derivative financial instruments
Cash and cash equivalents

Non-current assets held for sale
TOTAL ASSETS

Equity and liabilities
EQUITY

Equity attributable to shareholders of the Parent Entity

Share capital
Other reserves
Retained earnings

Minority interest
TOTAL EQUITY

LIABILITIES

Non-current liabilities

Trade and cther payables

Borrowings and finance lease liabilities
Derivative financlal instruments

Deferred tax llabilities

Liabilities due to employee benefits
Provisiens for other liabilities and charges

Current liabilities

Trade and other payables

Borrowings and finance lease liabilitles
Current corporate tax liabilities
Derlvative financial instruments

Liabllities due tc employee benefits
Provisiens for other liabilities and charges

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

At
Note 30 June 2008 31 December 2007
6 6 744 233 6 614 352
7 118 047 119 231
8 16 517 16 517
9 659 760 690 096
22 319 174 320 506
10 44 759 47 155
i1 57 292 43 934
12 8 154 33 395
13 53 376 47 071
8021 312 7 932 257
14 1862 653 1 744 495
13 1411543 925 367
1 669 7377
10 100 623 -
12 16 429 81622
15 3450 503 2812 096
6 843 420 5 570 957
25 550 184
14 865 282 13 503 398
16 2 000 000 2 000 000
17 8791 13118
7 360 280 7 440 870
9 369 071 9 453 988
47 296 47 621
9 416 367 9 501 609
19 31 497 24 762
20 69 756 162 909
12 - 3 087
22 34 282 29 804
23 944 331 919 923
24 536 267 570 327
1616 133 1710812
19 3438 566 1 646 406
20 195 165 113 201
30 159 343 377
12 61 14 335
23 79 643 77 402
24 89 188 96 256
3832782 2290 977
5 448 915 4 001 789
14 865 282 13 503 398
The notes presented on pages 7 to 88 represent an Integral part of these financial statements
Translation from the original Polish version 3




for the period fr
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om 1 January 2008 to 30 June 2008

{amounts in tables in thousand PLN, unless otherwise stated)

Consolidated income statement

Sales

Cost of sales

Gross profit

Selling costs
Administrative expenses
Other operating Income
Other operating costs
Operating profit

Finance costs - net

Share of profits of associates accounted for using the

equity method

Profit before iIncome tax
Income tax expense

Profit for the period
attributabie to:

shareholders of the Parent Entity

minority interest

Earnings per share attributable to the
shareholders of the Parent Entity for the half-
year period {PLN per share)

- basic

- diluted

For the period

Note from 1 Yanuary 2008 from 1 January 2007
to 30 June 2008 to 30 June 2007

27 6 750 769 6 467 899
28 (4 054 068) {3 639 149}
2 696 701 2 828 750
28 (113 216) {95 652)
28 (347 739) (344 774)
30 314135 1073 207
31 (586 253) {1334 972)
1963 628 2126 559
32 (24 712) {15 212)
35 152 524 122 430
2091 440 2233777
36 (372 281) (408 136)
1719 159 1 825 641
1719 410 1825334
(251) 307
1719 159 1 825 641

37
8.60 9.13
8.60 9.13

The notes presented on pages 7 to 88 represent an integral part of these financial statements

Transiation from the original Polish version 4
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for the period from 1 January 2008 to 30 June 2008

{amounts in tables in thousand PLN, unless otherwlse stated)

Consolidated staterment of changes in equity

Note

At 1 January 2007 as previously stated

Prior period errors

At 1 January 2007

Impact of cash flow hedging valuation 34.1.9

Fair value losses on available-for-sale
financlal assets

Deferred tax 22

Total income/{expenses) recognised
directly in equity

Profit for the period
Total recognised income/(expenses)

Dividend for 2006
Transactions with minority interest

At 30 June 2007

At 1 January 2008

Impact of cash flow hedging valuation 34.1.9

Fair value losses on available-for-sale
financial assets

Deferred tax 22

Total income/(expenses) recognised
directly in equity

Profit for the perlod
Total recognised income/{expenses)

Dividend for 2007 38
At 30 June 2008

Attributable to shareholders

of the Parent Entity

Attributable
to minority  Total equity
Share Other Retained interest
capital reserves earnings
2 0C0 000 (431 161) 6 648 338 44 725 8 262 402
- - 251 473 37 251 510
2 000 OOC (431 161) 6 900 311 44 762 8513912
- 698 586 - - 698 586
- (1845) - - (1 845)
- {137 452) - - (137 452)
- 559 289 - - 559 289
- - 1825334 307 1 825 641
- 559 189 1825 334 307 2384 930
- - (3 394 000) - (3 394 000)
- - - 1531 1531
2 000 000 128 128 5331 645 46 600 7 506 373
2 000 000 13118 7 440 870 47 621 9 501 609
- (2 095) - - {2 095)
- (2073) - - (2 073)
- (159) - - (159)
- (4 327) - - (4 327)
- - 1719410 (251) 1719 159
- (4327) 1719 410 {(251) 1714832
{1 800 000} {74) (1 BOO 074)
2 000 000 8 791 7 360 280 47 296 9 416 367
The notes presented on pages 7 to 88 represent an Integral part of these financlal statements
Translation from the original Polish version 5
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Consolidated cash flow statement

Cash flow from operating activities

Profit for the period

Adjustments to profit for the period

Income tax paid

Net cash generated from operating activities

Cash flow from investing activities

Purchase of property, plant and equipment and intangible assets

Proceeds from sale of property, plant and equipment and intangible

assets

Proceeds from sale of investment property
Purchase of held-to-maturity investments

Proceeds from sale of held-to-maturity investments
Purchase of available-for-sale financial assets

Proceeds from sale of available-for-sale financial assets

Purchase of held-to-maturity investments financed from the resources of

Mine Closure Fund

Proceeds from sale of held-to-maturity investments financed from the

resources of Mine Closure Fund

Proceeds from repayments of loans
Interest received

Dividends received

Other investment expenses

Net cash used in investing activities
Cash flow from financing activities
Expenses cannected with transactions with minority interest
Proceeds from loans and borrowings
Repayments of loans and borrowings
Payments of liabilities due to finance leases
Interest paid

Dividends paid

Net cash used in/generated from financing activities

Total net cash flow

Exchange losses on cash and cash equivalents
Movements in cash and cash equivalents

Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

including restricted cash and cash equlvalents

The notes presented on pages 7 to B8 represent an integral part of these financial statements

Translation from the original Polish version

e R
for the perlod from 1 January 2008 to 30 June 2008
{amounts in tables In thousand PLN, unless otherwise stated)

Note

39

39

15
15

For the period

from 1 January 2008
to 30 June 2008

from 1 January 2007
to 30 June 2007

1719159 1825 641
222 005 583 297
(674 141) (595 784)
1267 023 1813 154
(572 611) (613 530)
8 660 11 012
- 35 924
(64 844) (202 797)
64 844 175 038
(100 005) (200 000)
151 61 254
(13 361) (32 152)
B} 22 096
- 250
753 471
91410 203 167
(17 888) (20 221)
(602 891) (559 488)
- (464)
30158 55562
(45 733) (25 716)
{836) (4 194)
(6 604) (3 868)
(24) -
{23 039) 21320
641 093 1274 986
(2 686) (16 132)
638 407 1258 854
2812 096 2321131
3 450 503 3579 985
1682 2171

6
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for the pericd from 1 January 2008 to 30 June 2008
(amounts In tables in thousand PLN, unless otherwise stated}

Notes to the consolidated financial statements
prepared for the first half of 2008

1. General information

Name, registered office, business activities

KGHM Polska MiedZ S.A. (the “Parent Entity™) with its reglistered office in Lubin at ul. M.Sktodowskiej-Curie 48 is a stock
company registered at the Wroctaw Fabryczna Regional Court, Section IX (Economic} In the Nattonal Court Register, entry
no. KRS 23302, operating on the territory of the Republic of Poland. The Parent Entity was Issued with tax identification
number (NIP) 692-000-00-13 and statistical REGON number 390021764.

KGHM Polska Miedz S.A. has a multl-divisional organisational structure, which comprises Its Head Office and 10 Divisions:
3 mines (Lubin Mine, Polkowice-Sleroszowice Mine, Rudna Mine), 3 smelters (Glogdw Smelter, Legnica Smelter, the
Cedynla Wire Rod Plant), Ore Enrichment Plant, Taillngs Plant, Mine-Smelter Emergency Rescue Unlt and Data Center. The
composition of the Group was presented in Note 5.

The shares of KGHM Polska MiedZ S.A. are listed on the Stock Exchange in Warsaw and - In the form of GDRs (global
depository receipts) - on the London Stock Exchange (LSE). According to the classification of the Stock Exchange In
Warsaw, KGHM Polska MiedZ S.A. is classified under the "metals Industry” sector.

The principal activities of the Group comprise:

mining of non-ferrous metals ore,

excavation of gravel and sand,

production of copper, precious and non-ferrous metals,

production of salt,

casting of light and non-ferrous metals,

forging, pressing, stamping and roll forming of metal - powder metallurgy,
waste management,

wholesale based on direct or contractual payments,

warehousing and storage of goods,

holding management activities,

geaological and exploratory activities,

general construction activities with respect to mining and production facilities,
generation and distribution of electricity, steam and hot water, production of gas and distribution of gaseous fuels
through a supply network,

. professional rescue services,

. scheduled and non-scheduled air transport, and

. telecommunicaticn and IT activities.

Activities involving the exploitation of copper ore, salt deposits and common minerals are carried out based on licenses
held by KGHM Polska Mledz S.A., which were issued by the Minister of Environmental Protectlon, Natural Resources and
Farestry in the years 1993-2004.

The business activities of the Group also include:
production of goods from copper and preclous metals,
underground censtruction services,

production of machinery and mining equipment,
energy production,

telecommunication services,

transport services, and

activities in the areas of research, analysis and design.

Period of operation of the Group

KGHM Polska Mied: S.A. has been conducting its business since 12 September 1991. The Parent Entity and subsidiaries
have an unlimited period of operation.

The legal antecedent of KGHM Polska Mledz S.A. was the State-owned enterprise Kombinat Gérniczo-Hutniczy Miedzt In
Lubin transformed into a State-owned joint stock company In accordance with principles set forth in the law dated 13 July
1990 on the privatisation of State-owned enterprises.

Composition of the Management Board of the Parent Entity

Buring the period from 1 January 2008 to 17 January 2008, the composition of the Management Board of the Parent Entity
and segregation of duties were as follows:

- Krzysztof Skéra President of the Management Board

- Ireneusz Reszczyiski 1 Vice President of the Management Board (Sales)

- Marek Fusinski Vice President of the Management Board {Flnance)

- Stanistaw Kot Vice President of the Management Board {Production}

- Dariusz Kaskdw Vice President of the Management Board {Development).

On 17 January 2008, the Supervisory Board recalled Krzysztof Skéra from the function of President of the Management
Board and Dariusz Kaskdw from the function of Vice President of the Management Board and decided that the
Management Board of KGHM Polska Miedz S.A. shall be comprised of three Members, The Supervisory Board has
appeinted Ireneusz Reszezyriski, 1 Vice President of the Management Board of KGHM Polska Miedf S.A. as the acting
President of the Management Board of KGHM Polska MiedZ S.A. until the President of the Management Board |s appointed.

On 17 April 2008 the Supervisory Board of the Company appolnted Mirostaw Krutin to the position of President of the
Management Board as of 23 April 2008.

Transiation from the original Polish version 7



for the period from 1 January 2008 to 30 June 2008
(amounts in tables In thousand PLN, unless otherwise stated}

1. General information (continuation)

On 23 April 2008 the Supervisory Board recalled from the position of Member of the Management Board - Vice President of
the Management Board: Marek Fusiriski, Stanistaw Kot and Ireneusz Reszczyriskl.

Simultaneously, the Supervisory Board has appolnted Herbert Wirth to the position of Member of the Management Board -
[ Vice President of the Management Board (Development) and Maciej Tybura to the position of Member of the
Management Board - Vice President of the Management Board (Finance).

As at the date of authorisatlon of these financlial statements for Issue, the composition of the Management Board and
segregation of duties were as follows:

- Mirostaw Krutin President of the Management Board
- Herbert wirth I Vice President of the Management Board {Development)
- Maciej Tybura Vice President of the Management Board (Finance)

Authorisation of the financial statements

These financial statements were authorised for Issue and signed by the Management Board of the Parent Entity on 7
October 2008.

Going concern assumption

These financial statements were prepared under the assumpticn that Group companles will continue as going concerns in
the foreseeable future. As at the date of authorisatlon of these financlal statements, there are no circumstances that would
indicate a threat to the going concern assumption by the Group companies.

In order to fully understand the flnancial positlon and the results of the activities of the Group, these consolidated financial
statements should be read jointly with the separate half-year financial statements of KGHM Polska Miedz S.A. for the
pericd ended 30 June 2008. These financiat statements Is avallable on the webslite of the Company www.kghm.pl.

2. Main accounting policies
2.1 Basis of preparing financial statements

These financial statements have been prepared in accordance with the International Financial Reporting Standards
approved by the European Union using the same principles for the current and comparative periods.

These financlal statements have been prepared on the historical cost basls (adjusted for the effects of hyperinflation in
respect of property, plant and equipment and equity), except for avallable-for-sale financial assets, derivative Instruments
and investment property, which have been measured at fair value.

The carrying amount of recognised hedged assets and liabilities Is adjusted for the changes in fair value attributable to the
hedged risk.

Standards and interpretations in force applied In the Group as of 1 January 2008

IFRIC 11 "IFRS 2 - Gr and Tr hare T ions”
Application of this interpretation has no effect on the financial statements of the Group.

IFRIC 12 “Sery ion ments”
Application of this interpretation has no effect on the financial statements of the Group.

4" - Liml ned B Mini ing R i ion”
Application of this interpretation has no effect on the financial statements of the Group.

IFRIC 12 and IFRIC 14 had not been approved by the European Union by the publication date of these financlal
statements.

In these censolidated financial statements any standard or interpretation prior to Its coming into force and approval by the
European Unlon has not been applled.

Standards and Interpretations published by 30 June 2008 which did not come into force by the publication
date of these financial statements:

1 “Presentati f Financl ments”

The amended IAS 1 was published by the International Accounting Standards Board in September 2007. It refers to the
presentation of financial statements. The amended standard implements a new element of the financial statements called
the statement of comprehensive Income, where all items of income and expenses should be presented, including those,
which so far have been recognised in equity. In addition, changes apply also to presentation of the statement of changes
in equity, presentation of dividends and comparative information, if changes in accounting policies are applied
retrospectively, The revisions include changes in the titles of some of the key items of the financial statements, however,
companies will be entitled to retain their current terminclogy. The amended standard becomes effective for annual
periods beginning on or after 1 January 2009.

Transiation from the original Polish version 8
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for the period from 1 January 2008 to 30 June 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)

2.1 Basis of preparing financial statements (continuation)

1A “Borrowin "

The amended IAS 23 was published by the Internationa! Accounting Standards Board on 29 March 2007, This standard
relates to the accounting treatment of borrowing costs incurred in connection with a quallfying asset. The amended IAS 23
removes the benchmark treatment that requires that borrowing costs are recognised in the profit or loss and are
capitalised. Although this change will affect the Group, it Is believed that its Impact on the financial statements will be
immaterlal. The amended standard becomes pperative for perlods beginning on or after 1 January 2009,

IFRS 3 "Busipess_Combinations”

The amended IFRS 3 was Issued by the International Accounting Standards Board on 10 January 2008 and replaces the
currently binding IFRS 3. The amended Standard is connected with the completion of the second phase of the process of
converging international and American appreaches to business combinations, carried out by the IASB together with the
American Financlal Accounting Standards Board. The amended Standard glves more detailed guidance for application of
the purchase method for business combinations. The Standard becomes effective for annual periods beginning on or after
1 July 2009 and will be applied to the accounting for business combinations effected after this date.

IAS 27 ¢ i rate Financial Stat nts”

The amended IAS 27 was published by the International Accounting Standards Board on 10 lanvary 2008 and replaces the
currently binding IAS 27. Implementation of this standard relates to the completion of the second phase of the process of
converging International and American approaches to business combinatlons, carded out by the IASB together with the
American Flnancial Accounting Standards Board. IAS 27 requires the recognition of changes in the share held in a
subsidiary as an equity transaction. For this reason such a change does not affect goodwlll, and there Is no recognition of
gains or losses. The amended standard also changes the manner of recognising losses incurred by a subsidiary, exceeding
the value of the investment, as well as the manner of recognising loss of control over the subsidiary. The amended
Standard becomes effective for annual periods beginning on or after 1 July 2009. As these changes are to be applied
prospectively, they will affect future acquisitions and transactions with minority interest.

FR: h re- nt”
The amended IFRS 2 was published by the IASB on 17 January 2008. Amendments to IFRS 2 relates to vesting conditlons
to cash and other assets or equity Instruments of the entity as part of the share based payment transaction. Changes in
this Standard become effective for periods beginning on or after 1 July 2009 and will not have any effect on the financial
statements of the Group.

Amen Financial In ments: Presentation”

The amended IAS 32 was published by the International Accountlng Standards Board (IASB) on 14 February 2008. The
amendments related to the specific type of financlal instruments, which are similar to ordinary equity instruments, but
allow their holder to present them for redemptlon by Issuer if certain, Indicated in the Standard, circumstances
materlalised. To date, In accordance with IAS 32, this type instruments were classified as financial liabilities. The
amended IAS 32 requires that such instruments are not classified as llabllities but rather as equity. Standard amendments
become effective for reporting periods beginning on or after 1 January 2009 and wlll not have any effect on the financial
statements of the Group.

R "First-tim | Internatignal ial R i " and 7. "Consolidated and
n¢l ments”

On 22 May 2008 the Internatlional Accounting Standards Board issued amendments to IFRS 1 and IAS 27 as the
conclusion of an exposure draft titled ,Cost of an Investment In a Subsidlary, Jointly Controlled Entity or Associate”. The
amendments address the recognition of investments in a subsidiaries, jointly controlled entities or associates in the
separate financial statements, and are applicable to speciflc (as described in the standard) types of group reorganisation,
and change the definitlon of initial cost. The amendments to IFRS 1 and IAS 27 will be in effect for periods beginning on or
after 1 January 2009. The amendments will be applicable for future equity investments.

IERIC 13 "Customer Loyalty Programmes”

On 28 June 2007, the International Accounting Standards Board published Interpretation 13 Customer Loyalty
Programmes. This interpretation addresses the method of accounting for payments related to the sale of goods or services
Included in customer loyalty programmes. This interpretation becomes effective for perlods beginning on or after 1 July
2008, although earlier application is recommended. The only company In the Group which has a customer loyalty
programme is Telefonia Dialog S.A. This company will apply IFRIC 13 upon Its acceptance by the European Union. Analysis
of the Impact of applying IFRIC 13 on the financial statements indicates that its impact will be insignificant.

FRIC 15 “Agrt r nstruction of Real Estate”

On 3 July 2008 the International Accounting Standards Board issued interpretation 15 "Agreements for the Construction of
Real Estate”. This Interpretation addresses real estate developers (both directly and threugh sub-contractors) and
standardises the accounting of revenues from the sale of real estate unlts (such as apartments or houses) prior to transfer
of the risk and benefits associated with the construction of the glven property.

This Interpretation will be in effect for periods beginning on or after 1 January 2009, and will not affect the financial
statements of the Group,
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for the period from 1 January 2008 to 30 June 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)

2.1 Basis of preparing financial statements (continuation)

IFRIC 16 “Hedges of a Net Investment in a Foreign Operation”

On 3 July 2008 the International Accounting Standards Board issued Interpretation 16 “Hedges of a Net Investment in a
Foreign Operation”. This interpretation addresses the issue of entities which hedge their net investment in a foreign
operation, and provides guidance and clarification on when, and in what manner, such hedges may be made. The main
decision eliminates the possibility of applying hedge accounting to exchange differences between the functional currency of
the foreign operation and the presentaticn currency of the parent entity's censolidated financial statements. This
interpretation will be in effect for perlods beginning on or after 1 October 2008, and will not affect the financial statements
of the Group.

"Improvemen nternational Financial R in andards” 2008

On 22 May 2008 the International Accounting Standards Board issued the first Standard published under the IASB's
annual improvements process, Improvements to IFRS 2008, This is a collection of amendments and minor corrections
which are needed, but which are not so urgent or important as to require a separate draft, Altogether they include 35
amendments, of which 15 may cause changes in presentatton, recognition or measurement, while the remaining 20 are
terminological or editorial changes which have no or minimal affect on accounting. Each change has an individual effective
date, although most wilt come into effect for periods beginning on or after 1 January 2009, with earlier, retrospective
adopticn permitted. Adoption of the amended and improved Standards will not significantly affect the financial statements
of the Group,

o

"Eligible H Items” (an amendmen IA “Financial Instruments: Recognition and M n
On 31 July 2008 the International Accounting Standards Board issued an amendment to IAS 39 "“Eligible Hedged Items”.
This amendment clarifies the principles for qualification as well as the conditions which a financial position must meet to be
qualified as hedged. The changes introduced clarify how the existing principles underlying hedge accounting should be
applied In two particular situations, and in particular in a situation of (1) a one-sided risk in a hedged item (i.e. changes in
the cash flows or fair value of a hedged item above or below a specified price or cther variable), and (2} changes in
inflation representing a portion of the cash flow of a financial hedged item. The introduction of Application Guidance was
necessary due to the diversity of solutions being practiced in this regard. This amendment, which requires retrospective
application, will be in effect for periods beginning on or after 1 July 2009, and will not affect the financial statements of the
Group. *

Standards and Interpretations published by 30 June 2008 which had been adopted by the European Union by
the publication date of these financial statements:

IFRS 8 "Qperating segments”

IFRS 8, Operating segments, was published by the Internationa! Accounting Standards Board on 30 November 2006, and
replaces IAS 14, Segment Reporting and becomes effective for annual periods beginning on or after 1 January 2009. This
standard introduces a management appreach to segment reporting, and undertines the necessity to disclose indicators and
other measures used to meonitor and evaluate activities to enable the users of the financial statements to evaluate the
nature and financial results of various forms of activity carried cut by the Group. The Group will apply IFRS 8 beginning
with the financial statements published from 1 lanuary 2009, and will include in them informational disclosures in
accordance with the management approach.

2.2 Accounting policies
2.2.1 Property, plant and equipment

The following are considered to be items of property, plant and equipment:

- assets held by the entity for use In production, supply of goods and services or for administrative purposes,
- assets which are expected to be used during more than one year,

- assets which are expected to generate future economic benefits that will flow to the entity, and

- assets, the value of which can be measured rellably.

Upen inltlal recognition, items of property, plant and equipment are measured at cost.

Borrowing costs incurred for the purchase or construction of an item of property, plant and equipment are not recognised
in the cost. Foreign exchange differences arising from foreign currency liabilities, related to the purchase or construction of
an item of property, ptant and equipment, are recognised in profit or loss in the period in which they are incurred.

Upen initial recegnition, in the costs of property, plant and equipment, the anticipated costs of future assets’ dismantling
and removal and the cost of restoring the sites on which they are located, the obligation for which an entity incurs either
when the item is installed or as a consequence of having used the item for purposes other than to produce Inventeries are
Included. In particular, in the initial cost of items of property, ptant and equipment, discounted decommissioning costs of
assets relating to underground mining, as well as of other facillties which, in accordance with binding laws, must be
liquidated upon the conclusicn of actlvities are included.
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for the period from 1 January 2008 to 30 June 2008
(amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies {continuation)
2.2 Accounting policies {continuation)
2.2.1 Property, plant and equipment (continuation)

Mine decommissioning costs recognised In the inltial cost of an item of property, plant and equipment are depreciated in
the same manner as the item of property, plant and equipment to which they relate, beginning from the moment an asset
Is brought into use, throughout the period set out In the asset group decommissioning plan within the schedule of mine
decommissioning.

The decommissioning costs of other Facilities recognised in their initial cost are amortised beginning from the mement an
item of property, plant and equipment is brought inte use, throughout the period of use and in accordance with the
method used for the depreciation of those items of property, plant and equipment to which they have been assigned.

Property, plant and equipment acquired before 31 December 1996 and brought Into use after this date, for which
expenditures were incurred to the end of 1996, were restated to account for the effects of hyperinflation in accordance
with IAS 29, "Financial reporting in hyperinfiationary economies”.

As at the balance sheet date, items of property, plant and equipment are carried at cost less accumulated depreciation and
impairment losses.

Subsequent expenditures on items of property, plant and equipment (for example to increase the usefulness of an item,
for spare parts or renovation) are recognised In the carrying amount of a given item only if it is probable that future
economic benefits associated with the item will flow to the entity, and the cost of the item can be measured reliably. All
other expenditures on repairs and maintenance are recognised in profit or loss in the period in which they are incurred.

items of property, plant and equipment (excluding land) are depreciated using the straight-line method over their
antlcipated useful life. The residual value and useful life of an asset and the method of depreciation applied to items of
property, plant and equipment are reviewed at least at the end of each financial year.

The useful lives, and therefore the depreciation rates of items of property, plant and equipment used in the production of
copper, are adapted {o the plans for the closure of operations.

For individual groups of assets, the following useful lives have been adopted:

- Buildings and civil engineering objects: 25-60 years,

- Machines and equipment: 4-15 years,

- Mator vehicles: 3-14 years,

- Other - the useful life is set individually for specific items of property, plant and equipment.

Depreciation begins when an item of property, plant and equipment is available for use. Depreciation ceases at the earlier
of the date that the asset is classified as held for sale (or included as part of a disposal group which is classified as held for
sale) in accordance with IFRS 5 "Non-current assets held for sale and discontinued operations” or when it is derecognised
upen dispasal or retirement.

The basis for the calculation of depreciation is the cost of an item of property, plant and equipment less its residual value.

The individual significant parts of an ltem of property, plant and equipment (components), whose useful lives are different
from the useful life of the given asset as a whole and whose cost Is significant in comparison to the cost of the item of
property, plant and equipment as a whole, are depreclated separately, applying depreciation rates reflecting their
anticipated useful lives.

An asset’s carrying amount is written down to its recoverable amount, if the carrying amount of the asset {or a cash-
generating unit to which it belongs) is greater than its estimated recoverable amount.

The asset’s carrylng amount Includes costs of necessary regufar major averhauls, including for the purpose of certification.

Specialised spare parts with a significant Initial cost and an anticipated useful life of more than 1 year are recognised as an
item of property, plant and equipment. Spare parts and servicing equipment whose use is restricted to only certain items
of property, plant and equipment are recoegnised in a similar manner. Other spare parts and servicing-related equipment
with an insignificant cost are recognised as inventories and accounted for in the income statement at the moment they are
used.

Fixed asset is derecognised when it is sold, decommissioned or If no future econamic benefits are expected to be derived
from its use or disposal.

2.2.2 Intangible assets

Intangible assets include identifiable non-monetary assets without physicalt substance, i.e.:
- development costs,

- goodwill,

- software,

- acquired concessions, patents, llcenses,

- other intangible assets, and

- intangible assets not yet available for use (under construction).
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for the period from 1 January 2008 to 30 June 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)
2.2 Accounting policies {continuation)

2.2,2 Intangible assets (coentinuation)

Goodwill

Goodwill represents the excess of the cost of acquisition of an entity over the fair value of the Group's Interests in the
identiflable net assets of the acquired subsidiary at the date of the acquisition, or of the acgquired asscciate at the date of
the acqulsition of the investment. Goodwill on acquisitions of a subsidiary is recognised in intangible assets. Goodwill on
acquisition of investments in associates is included In the carrying amount of such investment.

Goodwill Is tested annually for impairment and carried at cost less any accumulated impairment losses.

Testing for impairment is performed and any potential impairment loss is recognised in accordance with the policies
described in note 2.2.10 “"Impairment of non-financial assets”.

The carrying amount of goodwill relating to the entlty which was disposed of enters into determination of the galn or loss
on disposal of subsidiaries and associates.

Development costs i

The entities of the Group carries out development projects which are primarily aimed at reducing copper preduction costs,
increasing the production capacity of smelters and mines, improving the technical parameters of manufactured products,
improving copper production technology.

An intangible asset arising from development |s recognised if the entity can demonstrate:

a) the technical feasibility of completing the intangible asset so that it will be available for use or sale,
b} the intention to complete the intanglible asset and use or sell it,

£} its ability to use or sell the intangible asset, ‘
d} the manner in which the intangible asset will generate probable future economic benefits,

e) the availabllity of adequate technical, financial and other resources to complete the development and use or selt the
intangible asset, and ‘

f) its ability to measure reliably the expenditures attributable to the intangible asset that have been incurred during its
development.

Internally generated costs of development projects recognised as an item of intangible assets is the sum of expenditure ‘
Incurred from the date when the intangible asset arising from development first meets the criteria for recognition. X

Capitalised development costs are recognised as an intangible asset not available for use and are not amortised until the
moment when the given intangible asset is completed and the decision has been taken to implement it. Such intangible
assets are, however, tested annually for impairment. The ameaunt of the impairment is recognised in the profit or loss.

Internally generated Intangible assets are amortised using the stralght-line method over the period of their anticipated
use,

Research expenditure Is recognised as an expense as Incurred.
Other intangible assets
Other intangible assets are measured at cost at initial recognition.

Any borrowing costs incurred for a qualifying intangible asset are recognised in the income statement In the period In
which they are incurred. Exchange differences which arise from liabilities in a foreign currency which are related to the
acquisition or construction of an item of Intangible assets are recognised in profit or loss in the peried in which they are
Incurred.

At the balance sheet date intangible assets are measured at cost less any accumulated amortisation and accumulated
Impairment losses.

Intangible assets (excluding geodwill and intangible assets not yet available for use) are amortised using the straight-line
methad over their anticipated useful lives, which are as follows for the specific types of intangible assets:

- Software - 2-8 years,

- Licenses for computer software - 2 - 5 years,

- Rights to geological infermation - 50 years,

- Acquired property rights — over a useful life set separately for individual property rights.

The amortisation method and the amaortisation rate of intangible assets are subject to review at each balance sheet date.
As in the case of goodwill, intangible assets not yet available for use (under construction) are not amortised, but are

tested annually for impairment. Any potential impairment joss is recognised in the income statement.
There are no intangible assets In the Group with an indefinite useful life.
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for the period—from l-J'anuary 26-08 to-jb-jﬁne 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies {continuation)

2.2 Accounting policies (continuation)

2.2.3 Investment property

Investment property is property which the Group treats as a source of income from rentals, or for capital appreciation, or
both. Investment property also includes property held under an operating lease agreement, as long as it would otherwise
meet the definition of investment property.

Investment property (other than that held under an operating lease agreement) Is initially measured at cost. Transactlon
costs are included in the initial measurement.

The initial cost of the right to use an Investment property {a property interest) held under a lease is recognised at the
lower of the fair value of the property and the present value of the minfmum lease payments.

On subsequent balance sheet dates Investment property is measured at fair value. Any gain or loss arising from a change
In the fair vatue of the investment property affects net profit or loss for the perlod In which it arises.

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposal.

2.2.4 Investments in subsidiaries and associates

a) Subsidiaries

Subsidiaries in the consolidated financial statements of KGHM Polska MiedZ S.A, are those entities which the Group has the
power to govern in terms of their financial and operating policies in order to achieve benefits from their activities. Such
control is exercised through ownership of the majority of the total number of votes in the governing bodies of these
entities, i.e. in their management and supervisory boards. The existence and effect of potential voting rights that are
currently exercisable or convertible are also considered when assessing whether the Group controls a given entity.

The purchase method is used to account for the acquisition of subsidlaries by the Group.

The carrying amount of Investments held by the Parent Entity in each subsidlary is eliminated, along with the respective
portion of equity of each subsidlary. The excess of the carrying amount of the investment over the fair value of the
Group’s interest In the identifiable net assets acquired is recognised as goodwill. The excess of the fair value of the Group’s
interest in the net assets acquired aver the cost of acquisition is recognised directly in the income statement.

The cost of an acquisitien is measured as the fair value of the assets given, equity Instruments issued and llabllities
incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition. Identiflable assets acquired
and liabilities and contingent liabilltles assumed in a business combination are measured at their fair values at the
acqulsition date, irrespective of the extent of any minority interest.

Inter-company transactions, balances, income, expenses and unrealised gains recognised in assets are eliminated.
Unreallsed losses are also eliminated, unless the transaction provides evidence of the Impairment of the asset transferred.
Minority interest in the net assets of consolidated subsidiaries are recognised as a separate item of equity.

Consolidation of subsidiaries Is discontinued from the date on which control ceases.

The Group treats transactions with mincrity interest as transactions with third parties external to the Group. Disposals to
minority interest result in gains and losses for the Group that are recorded in the income statement. Purchases from
minarity Interest give rise to goodwill, belng the difference between any conslderation paid and the Group’s Interest in the
carrying amount of the net assets acquired.

b) Assoclates

Investments in associates, l.e. entities over which the Group has significant influence but does not control, and In which it
participates in setting both the financial and operating policies of the entity, are accounted for using the equity method in
the consolidated financial statements.

These investments are initially recognised at cost. The Group’s net investment in an associate includes goodwill, as set at
the date of acquisition, less any accumulated impairment losses.

The Group’s share of post-acquisition profits or losses of associates is recognised In its profit or loss, and its share of post-
acquisition movements in other equity is recognised in the respective item of the equity. The cumulative post-acquisition
movements in equity are adjusted against the carrying amount of the investment. When the Group’s share of losses of an
associate equals or exceeds Its interest in the asscciate, the Group discontinues recognising its share of further losses,
uniess it has incurred obligations or made payments on behalf of the associate.

The interest in an associate Is the carrylng amount of the Investment in the associate under the equity method together
with any long-term interests that, In substance, form part of the investor’'s net Investment in the associate.
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(amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies {continuation)

2.2 Accounting policies {continuation)

2.2.5 Financial Instruments

2.2.5.1 Classification of financial instruments

Financial instruments are classified into one of the following categories:

. financial assets measured at fair value through profit or loss,

. loans and receivables,

. held-to-rmaturity investrments,

. available-for-sale financlal assets,

. financial liabilities measured at fair value through profit or loss,
. other financial Jiabilities,

. derivative hedging instruments.

Financial instruments are classified based on their characteristics and the purpose for which they were acquired.
Classification is made upon initial recognition of the financial asset or liability. Classificaticn of derivatives depends on their
purpese and on whether they qualify for hedge accounting according to the requirements of IAS 39. Derivatives are
classified as hedging instruments or as instruments measured at fair value through profit or loss.

Carrying value of cash flows with a maturity period of more than 12 months of the balance sheet date is classified as non-
current asset or non-current liability. Carrying value of cash flows falling due within 12 months of the balance sheet date is
classified as current asset or current liabllity.

The following principles for the classification of financial assets and liabilities to the above specified categories were
adopted:

This category includes financial assets and financial liabilities held for trading and financial assets and liabilities designated
at fair value through profit or loss at their initial recegnition.

A financial asset is classified to this category if It is acquired principally for the purpose of selling In the near term or if it is
designated by the Group upon initlal recognition as at fair value through profit or loss. A financial asset or financial llability
may be designated by the Group when initially recognised as at fair value through profit or loss only, if:

a) such classification eliminates or significantly reduces any inconsistency In respect of measurement or recognition
(also defined as “an accounting mismatch”), that would otherwise arise from measuring assets or liabilities or
recognising gains or losses using different basis; or

b} a group of financial instruments is managed properly and the performance of the group |s evaluated on the fair value
basis, in accordance with a documented risk management or investment strategy.

Available-for-sale financial assets and liabilities include derivative Instruments, unless they have been designated as
hedging instruments.

Assets and liabillties in this category are classified as current {current liabilities), if they are expected to be realised within
12 months from the balance sheet date.

Loans and receivables {L&R)

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted on an
actlve market. They arise when the Group transfers monetary resources, delivers goods or services directly to the client,
and does not Intend to classify these receivables to financlal assets measured at fair value through profit or loss.

Loans and receivables are classified as current assets, except for maturities greater than 12 months after the balance
sheet date. Loans and receivables with maturlties greater than 12 months after the balance sheet date are classified as
nan-current assets. Loans and recelvables are Included in trade and other receivables.

Cash and cash equivalents are classified as loans and receivables. Cash and cash eguivalents are a separate position in the
balance sheet.

Held-to-m \'i ts (HtM

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities

that the Group has the positive intention and ability to held to maturity, except for assets classified as measured at fair
value through profit or loss or available for sale, as well as financlal assets meeting the definition of loans and receivables.
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(amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)
2.2 Accounting policles (continuation)
2.2.5. Financial Instruments (continuation)

2.2.5.1 Classification of financial instruments (continuation)

-fer-sale financiatl ts (AfS

Available-for-sale financial assets are non-derivative financial assets that are either designated as 'available-for-sale’ or
not classified to any of the other categories. This category primarily includes financial assets which do not have a fixed
maturity date and which do not meet the criteria for being Included in the category of financial assets measured at fair
value through profit or loss, as well as financial assets which were acquired on a secondary market and which have a fixed
maturity date, but which the Group does not intend and is not able to hold until maturity.

Available-for-sale financial assets are included in non-current assets unless the Group Intends to dispose of the investment
withln 12 months of the balance sheet date.

Other financial liabilities

Financial liabilities included in this category are those that were not classified at their initial recognition as measured at falr
value through profit or loss.

Hedaging instruments (HI)

Derivative instruments designated and qualifying for hedge accounting are classified into a separate category called:
Hedging instruments”. The Group presents as ,hedging instruments” the entire fair value of a transaction, even if the
Group excludes part of change in fair value of the instrument from the effectiveness measurement.

2.2,5.2 Initial measurement and derecognition of financial instruments

Transactions respecting the purchase and sale of Investments, Including regular way purchases cr sales, are recognised at
the trade date, initially at fair value plus transaction costs, with the exception of financial assets and liabilities measured at
fair value through profit or loss, which are initially recognised at fair value.

Investments are derecognised when the rights to receive cash flows from the investments have expired or have been
transferred and the Group has transferred substantially all of the risks and rewards of their ownership. Where substantially
all of the risks and rewards of ownership have not been transferred, financial instruments are derecognised when the
Group loses control over a given asset,

2.2.5.3 Measurement at the balance sheet date

Ei ial assets and financial liabilities measured at fair value through profit or lo =for-
i cial assets and hedging instruments

Available-for-sale financlal assets, fimancial assets and financial liabllities measured at falr value through profit or loss and
hedging instruments are subsequently measured at fair value. Avallable-for-sale financlal assets, the fair value of which
cannot be determined in a reliable manner and which do net have a fixed maturity date are carried at cost.

Gains and losses on financial assets which are classified as financial assets measured at falr value through profit or loss
are recognised In the income statement in the period in which they arise.

Gains and losses on financial assets which are classified as available-for-sale are recognised in equity, except for
impairment losses and exchange gains/losses on monetary assets and interest calculated using the effective interest rate

method. When available-for-sate financial assets are derecognised, the total cumulative gains and losses which had been
recognised in equity are recognised in the income statement as gains and losses.

The disposal of investments of the same type but with a different cost basis is accounted for using the FIFO method.

Loans and receivables, held-to-maturity investments

Loans and receivables and held-to-maturity Investments are measured at amortised cost using the effective interest rate
method.

Other financial liabilities

After initial recognition, the Group measures all financial liabilities, apart from those classified as at fair value through
profit or loss, at amortised cost using the effective interest rate method except for:
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for the perled from 1 Januvary 2008 to 30 June 2008
(amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)
2.2 Accounting policies (continuation)
2.2.5 Financial Instruments {continuation)

2.2.5.3 Measurement at the balance sheet date (continuation)

. financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition (when the
centinuing involvement approach applies),

If the transfer of financial assets does not qualify them for derecognition because the Group retained virtually
all of the risks and rewards associated with ownership of the transferred asset, then the Group continues to
fully recognise the transferred asset and simultaneously recognises a financial liability in the amount of the
payment received. In subsequent periods, the Group recognises all revenues received from the transferred
asset and all expenditures incurred in respect of the financial liability;

. financial guarantee agreements, measured at the higher of:
o the amount determined in accordance with note 2.2,15 Provislons, or

o the amount initially recognised less, when appropriate, cumulative amortisation reccgnised according
to International Accounting Standard No 18 Revenue.

2.2.5.4 Fair value

Fair value is considered to be the purchase price of a financial instrument or, in case of liabilities, the sales price of an
instrument, unless there are any indicators that a financial instrument was not purchased at fair value.

Al the balance sheet date, the fair value of financial instruments, for which an active market exists, is established based
on the current bid/ask prices, If the market for a financial Instrument Is not active {and in relation to non-quoted
securities), the Group establishes fair value using appropriate vatuation techniques. Valuation techniques used include
comparison with recent arm’s length market transactions between knowledgeable, willing parties, If available, reference to
the current fair value of another instrument that is substantially the same, discounted cash flow analysis, option pricing
models and other valuation technigues/models which are commonly used by market participants, adjusted to the
characteristics and parameters of the fair valued financial instrument and the situation of the issuer.

Estimated fair value reflects the amount reccverable or payable to close out an outstanding position at the balance sheet
date. Where possible, transactions are fair valued based on market prices. In the case of purchase or sale of commeodity
forwards, fair value was estimated based on forwards prices for the maturity dates of specific transactions. In case of
copper, the officlal LME closing prices and volatility estimates as at the balance sheet date are obtained from the Reuters
news service. For silver and goeld, the LBM fixing price at the balance sheet date is used. In the case of volatility and silver
and gold forward rates, quotations given by Banks/Brokers are used. Currency Interest rates and currency volatility ratios
obtained from Reuters are used. Forwards and swaps on copper market are priced based on forward market curve. Silver
and currency forward prices are calculated based on fixing and respective interest rates. Levy approximation to Black-
Scholes model Is used for Asian options pricing on commodity markets, whereas standard German-Kohlhagen model is
used for currency of European option pricing.

The fair value of unguoted debt securities is established as the present value of future cash flows resulting from those
instruments, discounted using the current interest rate.

The fair value of participation units held in open-end cash investment funds is determined based on the valuations quoted
by those funds. Fair value of participation units held in close-end investment funds is measured based on the analysis of
Information Included in the financia! statements of the funds,

The falr values of financial instruments held by the Group are determined based solely an market prices or on valuatlon
techniques which use as input data only observable market variables from active markets.

2.2.5.5 Impairment of financial assets

At each balance sheet date an assessment is made of whether there is objective evidence that a financial asset or a group
of financial assets is impaired. The following are considered significant objective indicators (evidence of impairment):
significant financial difficulty of the debtor, legal action being taken against the debtor, the disappearance of an active
market for a given financial instrument, the occurrence of significant unfavourable changes in the economic, lega! or
market enwvironment of the issuer of a financial instrument, and the prolonged decrease of the fair value of a financial
Instrument below it's amortised cost.

If any such evidence exists for available-for-sale financial assets, the cumulative loss that had been recognised directly in
equity — catculated as the difference between the acquisition cast and the current fair value, less any impairment loss on
that financial asset previously recognised in profit or loss - is removed from equity and recognised in profit or less.
Impairment losses on equity instruments recognised in profit or loss are not reversed through profit or loss. The reversal
of impairment losses on debt financlal instruments Is recegnised in profit or loss if, in a pericd subsequent to the period of
the recognition of the impairment loss, the fair value of these Instruments increased due to events occurring after the
recognition of the impairment, loss,
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for the périod from 1 Jarﬁ.lary VZOOBV‘EO'Z;}b'J'Une 2008
(amounts in tables in thousand PLN, unless ctherwise stated)

2. Main accounting policies {(continuation)
2.2 Accounting policies {continuation)
2.2.5 Financlal Instruments (continuation)

2.2.5.5 Impairment of financial assets (continuation)

If evidence of potential impairment of loans and recelvables or of held-to-maturity investments measured at amortised
cost exist, the amount of the impairment loss Is measured as the difference between the asset's carrying amount and the
present value of estimated future cash flows discounted at the original effective interest rate (i.e. the effective interest
rate computed at the initial recagnition for fixed interest rate assets, and the effective interest rate computed at the last
revaluation for floating interest rate assets). Any impairment loss is recognised in profit or loss. The carrying amount of
financial assets is determined by using a separate account for Impairment losses {credit losses).

Loans and receivables, as well as held-to-maturity investments which are measured at amortised cost, are individually
tested for impairment at each balance sheet date. Receivables, against which no impairment allowance was made, but for
which the possibility of impairment exists due to their specific credit risk (related for example to the type of activity or
structure of the clients) are tested for impairment as a group (assets’ portfolio).

An impairment allowance is reversed, if in subsequent periods the impairment is reduced, and this reduction may be
attributed to events occurring after recognition of the impairment, allowance. The reversal of an impairment allowance is
recognised In profit or loss.

2.2.5.6 Embedded derivatives

Initial recognition of derivatives

Embedded derivatives are separated from host contracts and accounted for separately as at the date of transaction, if all of
the following conditions are met:

. the hybrid {combined) instrument not measured at fair value, with changes In fair value recognised In other
operating income or other operating costs,

. the economic characteristics and risks of the embedded derivative are not closely related to the economic
characteristics and risks of the host contract, and

] a separate instrument with the same terms as the embedded derivative would meet the definition of a derivative.

Re-assessment of contracts for possible bifurcation of embedded instruments Is made whenever there Is a significant change
to the contract that significantly modifies cash flows arising from the contract.

These criterta in particular are deerned as being met for contracts involving metals sales or the purchase of copper-hearing
materials, in which prices are set after the date of sale or purchase. In such cases the Greup accounts for the embedded
derivative instrument separately from the host sale/purchase contract. From the moment of bifurcation, the embedded
derivative instrument Is measured at fair value at each balance sheet date. From the date of bifurcaticn, the embedded
derivative instrument is classified as a financial asset or liability measured at fair value through profit or loss, Any change
in the balance of the embedded derivative instrument is accounted for as an adjustment respectively of revenues from
sales or costs of sales.

2.2.5.7 Hedge accounting

Hedging, for accounting purpeses, involves proportional offsetting of the effects of changes in the fair value or cash flows
arising from a hedging instrument and a linked hedged item. The types of hedges include fair value hedges, cash flow
hedges and hedges of net investment in foreign operations. Financial assets which are not derlvative financial instruments,
or financlal liabilities which are not derivative financia! Instruments, may be designated as hedging instruments only for
the currency risk hedging relationships.

The Group does not recognise either fair value hedges or hedges of net investment in foreign operaticens. Hedging
instruments are designated as cash flow hedges.

Derivatives u i flow hedges
In a cash flow hedge, a derivative used as a hedging instrument is an instrument which:

. hedges the exposure to volatility of cash flows which is attributable to a particular type of risk associated with a
recognised asset or llability, or a highly probable forecast transaction, and
. will affect reported profit or loss.

Gains and losses arising from changes in the fair value of the hedging instrument in a cash flow hedge are recognised as a
separate item of equity, to the extent to which the change in fair value represents an effective hedge of the associated
hedged item. The portion which is ineffective is recognised in the income statement as other operating income or costs.
Gains or losses arising from the hedging Instrument in cash flow hedges are reclassified inte profit or loss in the same
pericd or periods In which the hedged item affects profit or loss.
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for the period from 1 January 2008 to 30 June 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)
2.2 Accounting policies (continuation)
2.2.5 Financial Instruments (continuation)

2.2.5.7 Hedge accounting (continuation)

Hedge effectiveness is the degree to which changes in the cash flows of the hedged Item that are attributable to the
hedged risk are offset by changes in the cash flows of the hedging instruments.
If the hedged firm commitment or forecast future transaction subsequently results in the recognition of a non-financial
asset or non-financial liability In the balance sheet, then, at the time the item is recognised, all associated gains and losses
are included In the initial cost or other carrying amount of the asset or liabllity.

Hedge accounting includes the use of forecasted cash flow hedges. The designated hedges relate to the future transactions
forecasted as assumed In the Sales Plan for a given year. These plans are prepared based on the production capacities for
a glven peried. The Group estimates that the probability of these transactions occurring is very high, as from historical
point of view, sales were always realised at the levels assumed in Sales Plans.

When entering intc hedging transactlons, the Group documents the relationship between hedging instruments and the
hedged items, as well as the objective of entering into a particutar transaction. The Group also documents its assessment,
both at the date of Inception of the hedge as well as on an on-going basis, of whether the derivative instruments used in
hedge relationships are and will be highly effective in offsetting changes in the cash flows of the hedged items.

Discontinuation of hedge accounting

Derivative instruments cease to be accounted for as hedging instruments when they expire or are sold, terminated or
settled, or when the Group revokes its designation of a given instrument as a hedging Instrument. The Group may
designate a new hedging relationship for a given derivative, change the intended use of the derivative, or designate It to
hedge another type of risk. In such case, for cash flow hedges, gains or losses which arose In the periods in which the
hedge was effective are retained in equity untll the hedged item affects profit or loss.

If the hedge of a firm commitrment or forecast future transaction ceases to exist, because the hedged item no longer meets
the definition of a firm commitment, or because it Is probable that the forecast transactlon will nat occur, then the net gain
or loss recognised In equity Is immediately transferred to the income statement.

2.2.6 Inventories

Inventories consist of the following items:
- materials,

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

- goods for resale.

Inventory additions are measured in accordance with the following principles:
- materials and goods for resale - at cost,

- finished goods, semi-products - at actual manufacturing cost,

- work in progress - based on valuation of the work-in-progress inventories.

Inventory disposals are measured in accordance with the following principles:

- materials and goods for resale - at average cost based on the weighted average cost of a given item,

- finished goods and semi-products - by way of valuating the difference between inventories closing balance and the
value of any additions, and giving due regard to the opening balance.

Inventories are measured in accordance with the following principles:

- materials and goods for resale — at average cost as set for inventory disposal,

- finished goods, semi-products and work in progress - based on cumulative actual manufacturing costs and giving
due regard to the opening balance.

At the balance sheet date inventories are measured, using the above-mentioned policies, but not higher than the net

realisable value. Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and the estimated costs necessary to make the sale.

2.2.7 Trade and other receivables
Trade receivables are recognised initially at fair value. After initial recognition, trade receivables are measured at

amaortised cost using the effective interest rate, less allowance for impairment, while trade receivables with the maturity
period of up to 12 months from the receivable origination date are not discounted.
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for the period from 1 January 2008 to 30 June 2008
(@mounts in tables in thousand PLN, unless otherwlse stated)

2. Main accounting policies {continuation)
2.2 Accounting policies (continuation)

2.2.7 Trade and other receivables (continuation)

Impairment allowances on trade recelvables are recognised when there is objective evidence that the Group will not be
able to collect all amounts due. The amount of the impairment allowance is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the effective interest rate.

The amount of the impairment allowance Is recognised in the income statement.

Receivables not representing financial assets are recognised Initially at their nominal value and measured at the balance
sheet date at the amount due,

Receivables with a maturity period of over 12 months from the balance sheet date are classifled as non-current assets.
Current assets Include receivables with a maturity pericd of up to 12 months from the balance sheet date.

Recognised as recelvables are:

« trade receivables - these are receivables which arise from the principal operating activitles of the Group
+« other receivables, including:
- loans granted,
- other financial receivables, l.e. receivables meeting the definition of flnancial assets,
- other non-financial recelvables, Including advances for dellverles and fixed assets, assets under construction,
Intanglble assets, shares, recelvables from employees, If they are settled other than by cash payment; and
- prepayments.

2.2,8 Cash and cash equivalents

Cash and cash equivalents includes cash in hand and in bank accounts, a vista deposits, other safe current investments
with original maturities of three months or less from the date of their placement, acquisition or Issuance and with high
liguidity. Cash and cash equivalents also Iinclude Interest on cash equivalents.

2.2.9 Non-current assets (or dispesal groups) held for sale

Non-current assets (or disposal groups) are classified as held for sale, if their carrying amount is to be recovered
principally through sale transactions rather than through continuing use, under condition that they are available for
immediate sale in thelr present condition subject only to terms that are customary for sales of such assets (or disposal
groups) and their sale must be highly probable.

Before the initlal classification of assets (or disposal groups) as held for sale, the carrying amount of the asset is measured
In accordance with applicable standards.

At the moment of reclassification these assets are measured at the lower of carrying amount and fair value less costs to
sell.

2.2.10 Impalrment of non-financial assets

Goodwill and intangible assets not yet available for use, are not amortlsed, but are tested annually for impalrment.

A depreclable asset is tested for impairment whenever an event or change In circumstances Indicates that its carrylng
amount may not be recoverable. A Impairment loss Is recognised as the amount of the carrying value of the given asset
which exceeds its recoverable amount. The recoverable amount is the higher of two amounts: fair value less costs to sell,
and value In use.

For the purpose of impairment assessment, assets are grouped at the lowest level at which they generate cash inflows
that are largely independent of those from other assets (cash-generating unlts). Cash-generating units are determined
separately each time an Impairment test Is to be performed.

If an Impalrment test Indicates that the recoverable amount (l.e. the higher of the asset's fair value less costs to sell and
its value in use) of a given asset or cash-generating unit is lower than Its carrying amount, an impalrment loss is
recognised as the difference between the recoverable amount and the carrying amount of a given asset or cash-generating
unit, Any impalrment loss is initially atlocated to goodwlll, If any, The remaining amecunt of the impairment is allocated te
assets within the cash-generating units proportionally to their share of the carrying amount of the entire unit. If such
allocation Is made, the carrying amount of the asset may not be lower than the highest of the following amounts: fair
value less costs to sell, value in use and zero.

Impairment losses are recognised in profit or loss.
Non-financlal non-current assets, other than goodwlll, for which an impairment loss was recognised in prior periods, are

tested at each balance sheet date to determine whether there is any indication of the passibility that an impairment loss
may be reversed.
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for the period from 1 January 2008 to 30 June 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)
2.2 Accounting policies {continuation)
2.2.11 Equity

Equity consists of:
1. Share capltal.
2. Other reserves, which consist of;
- revaluation reserve set at the fair value of the cash flow hedging instruments in the portion reflecting an effective
hedge, and adjusted by deferred tax, and
- revaluation reserve for the re-measurement of financial assets classified as avaifable-for-sale to fair value, adjusted
by deferred tax.
3. Retained earnings, composed of;
- undistributed profit or unabsorbed losses from previous years,
- reserve capital created in accordance with the Cede of Commercial Companies,
- reserve capital created and used in accordance with the Statutes,
- profit ar loss for the pericd.

2.2.12 Liabilities

Liabillties are present obligations of the Group arising from past events, the settlement of which Is expected to result in an
outflow of resources embodying economic benefits.

Liabilities comprise:

- liabilities arising from bank loans, other loans {borrowings) and finance lease liabilities,
- trade payables,

- other financial liabilitles, and

- other non-financial liabilities.

Current trade payables are recognised in the balance sheet at their nominal value. The carrying amount of these liabilities
reflects the approximate amount representing the level of amortised cost, calculated using the effective Interest rate.
Current trade payables are not discounted.

Liabilities not classifled as financial liabilities are measured at the amount due.

2.2.13 Accrued expenses

Accrued expenses are due and payable liabilities arising from goods received or services performed, for which the payment
has not yet been made, an invoice has not been received or a formal agreement reached with the supplier, including
amounts due to employees.

Accruals include:

- remuneration and the related surcharges paid on a one-off basis, relating to annuat pericds,
- accrued costs of local fees and taxes,

- short-term accruals for unused annual leave.

2.2.14 Deferred income

Deferred income Includes mainly monetary resources received to finance the acquisition or manufacture of assets under
construction or development work, which are recognised as income over the periods necessary to match them with the
depreciation of the assets financed by these resources.

The value of fixed assets, assets under construction and intangible assets acquired for free as grants, is accounted for in
accardance with this Policy, point 2.2.24 Government grants.

2.2.15 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, such
that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.

Provisions are recegnised, in particular, in respect of the following:

- future costs of mine decommissioning after the conclusion of mining activities, costs of decommissioning of
technological facilities in the copper smelters and other facilities {jointly; decommissioning costs) in cases where the
law provides for the obligaticn to dismantle and remove such assets after the conclusion of mining activities and to
restore the sites to their original condition,

- the effects of court proceedings and of disputed issues,

- guarantees granted.

Provisions are recognised in an amount representing the best estimate of the expenditure required to settle the present
obligation at the balance sheet date. If the effect of the time value of money is material, the amount of the provision shall
be the present value of the expenditure expected to be required to settle the obligation.

The provision for future decommissioning costs of mines and other faciities is recognised based on the estimated expected
costs of decommissioning of such facilities and of restoring the sites to their original condition. Estimation of this provision
is based on specially-prepared studies using ore exploitation forecasts (for mining facilities), and technical-economic
expertise prepared either by specialist external firms or within the Parent Entity. Provisions are reviewed at the balance
sheet date.
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for the period from 1 January 2008 to 30 June 2008
{amounts in tables in thousand PLN, unless otherwise stated)

2. Main accounting policies (continuation)

2.2 Accounting policies (continuation)

2.2.15 Provisions (continuation)

The amount of provisions set at 1 January 2004, i.e, at the transition date for application of IFRS for the purposes of
preparing the consolidated financial statements, recognised In the cost of property, plant and equipment, was calculated
based on the optional exemption set out in IFRS 1,  First-time Adoption of International Financial Reporting Standards”.

Beginning from 1 January 2004, all changes arising from changes in the amount of provisions are recognised in
accordance with IFRIC 1.

In accordance with IAS 1, ,Presentation of Financial Statements” provisions are presented in the balance sheet as either
current or non-current.

2.2.16 Employee benefits

The Group pays retirement benefits due to one-off retirement-disability rights, coal equlvalent payments and jubilee
bonuses according to the Collective Labour Agreements.

The amount of the liability due to these benefits is equal to the present value of the defined benefit obligation at the
balance sheet date, and reflect actuarial gains and losses and the costs of past employment. The value of defined benefit
obligations is estimated at the balance sheet date by independent actuaries using the Projected Unit Credit Methed. The
present value of the defined benefit obligation is determined by discounting estimated future cash cutflow using the
interest rates on treasury bonds expressed in the currency of future benefit payment, with maturities similar to those of
the liabilities due to be paid. According to IAS 19, the discount rate should be based on the market yields of highly liquid
commercial bonds with low risk. Should there be no developed market for such bonds, and such a situation does exist in
Poland, the interest rate on government bonds at the balance sheet date should be applled.

Actuarlal galns and losses increase or decrease costs recognised in the income statement in the period in which they
arose.

Costs of past employment related to defined benefit plans are accounted for in the income statement systematicatly, using
the straight-line method, over the period until the benefits become vested.

The Parent Entity participates in an Employee Retirement Plan. With respect to this Plan, the Parent Entity has no legal or
constructive obligation to pay any employee benefits if the related insurance firm does not have sufficient assets to cover
its obligations in respect of the Plan particlpants after their period of employment,

2.2.17 Income taxes (including deferred tax)

Income taxes In the income statement comprise: current tax and deferred tax.
Current income tax Is calculated in accordance with current tax laws.

Deferred tax is determined using tax rates {(and laws) that are expected to apply to the perlod when the asset is realised
or the liability is settled based on tax rates (and tax laws) that have been enacted or substantively enacted on the balance
sheet date.

Deferred tax liabillty is recognised for all taxable temporary differences between the tax bases of assets and liabilities and
their carrying amounts in the financial statements. This liability is not discounted.

Deferred tax asset Is recognised for all deductible temporary differences between the tax bases of assets and liabilities and
their carrying amounts in the financlal statements. Deferred tax assets are recognised to the extent that It is probable that
taxable profit will be avaitable against which the deductible temporary differences and carry-forward of unused tax losses
can be utilised.

Deferred tax assets and deferred tax liabilities are recognised irrespective of the period in which their realisation is to
occur.

Deferred tax assets and deferred tax liabilities are not recognised if they arise from the initial recognition of an asset or

liability in a transaction that:

- is not a business combinatlon, and

- at the time of the transaction, affects neither the accounting profit nor taxable profit. Deferred tax llability is likewlse
not recognised on temporary differences arising from the initial recognition of goodwiil.

Deferred tax Is recognised in the income statermnent for a given perlod, untess the deferred tax:

- arises from transactions or events which are directly recognised in equity - in which case the deferred tax Is also
recognised in the appropriate equity item, or

- arises from a business combination - in which case the deferred tax affects goodwill or the excess of Interest in the fair
value of net assets over the cost of acquisition.

Deferred tax assets and deferred tax liabilities are offset if the entities of the Group have a legally enforceable right to set

off current tax assets against current tax liabilities, and iIf the deferred tax assets and deferred tax llabilities relate to
Income taxes levled by the same taxation authority.
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2. Main accounting policies (continuation)

2.2 Accounting policies (continuation)

2.2.18 Contingent items and other off-balance sheet items

Contingent liabllities are:

a) possible obligations that arise from past events and whose exlstence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the control of the entity, or

b) a present obligation that arises from past events but is not recognised because:

- it is not probable that an outflow of resources embodying economic benefits will be required to settie the obligation,
or

- the amount of the obligation (liability) cannot be measured with sufficient reliablkity.

The contingent liabllities include, among others:

- guarantees and promissory notes issued for the benefit of third-parties in connection with contracts,

- liabilities due to compensation for damages arising in the course of business activities, resulting from matters which
remain unresolved,

- cenditionally-suspended penalties for economic use of natural environment,

- liabilities arising from Implementatlon contracts, calculated based on future outcome, and

- other contingent liabilitles arising from the contracts.

Other off-balance sheet liabllities Include, among others:

- liabllitles towards the State Treasury due to perpetual usufruct of land,

- liabllitles towards local government entities due to payments in respect of perpetual usufruct of land acquired for a
fee on a secondary market, expressed in the total amount of future minimum payments arising from contracts,

- liabilities towards other entitles due to payments arlsing from noen-cancellable operating lease contracts, expressed In
the total amount of future minimum payments arlsing from the contract.

2.2.19 Revenues

Revenues from sales are recognised at the fair value of the consideration received or receivable, less VAT, rebates and
discounts. In the case of sales for which the price is set after the date of recognition of a given sale, revenues are
accounted for based on the forward prices from the date of sale. Revenues from sales which are recognised at such an
amount are adjusted at each balance sheet date by any change in the fair value of embedded derivative instruments,
which are separated from the host sales contract in accordance with point 2.2.5.6. Sales revenues are adjusted for the
galn or loss from the settlement of derivative Instruments hedging future cash flows, in accordance with the general
principle that the portion of galn or loss on a derivative hedging instrument that is determined to be an effective hedge Is
recognised in the same item of income statement in which the gain or loss on the hedged item is recognised at the
moment when the hedged item affects profit or loss.

Recognised In sales revenues are revenues arising from ordinary operating actlvitles of the Group, l.e. revenues from sales
of products, services, goods for resale and materials, reflecting any rebates granted and any other decreases in sell