Integrated Report of
KGHM Polska Miedź S.A.
for 2019

Welcome to the Integrated Report
of KGHM Polska Miedź S.A. and the
KGHM Polska Miedź S.A. Group
for 2019
This comprehensive report on business and operating
activities of the KGHM Polska Miedź S.A. Group and its Parent
Entity KGHM Polska Miedź S.A. presents our activities and
development directions to our stakeholders, in particular
investors, financial institutions and insurers.

The 7th Integrated Report of the KGHM Polska Miedź S.A.
Group covers non-financial and financial results of KGHM
Polska Miedź S.A. and the KGHM Polska Miedź S.A. Group for
2019 (reporting period: 1 January – 31 December 2019) [GRI
102-50]. In line with our commitment to publish an annual
integrated report [GRI 102-52], we are presenting the environmental, economic and social impact of the Company. The
previous integrated report for 2018 was published in 2019
[GRI 102-51]. No restatements have been made to the 2018
report [GRI 102-48]. This report has been prepared using
selected Global Reporting Initiative (GRI) indicators in the
Standards version.
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Summary of 2019
and implementation of the 4E
strategy
The KGHM Polska Miedź S.A. Group is a global and innovative organisation, which conducts technologically advanced exploration-mining and metallurgical activities. KGHM Polska Miedź S.A. is present on four
continents: in Europe, South America, North America and Asia, and employs more than 34 thousand
people worldwide.

Macroeconomic
Environment

-8%

decrease in copper price

+3%

increase in silver price

+6%

USD appreciation
towards PLN
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Production
and C1 Cost

+11%

increase in copper production

+18%

increase in silver production

-6%

decrease in C1 cost

Financial
Results

+11%

increase in revenues
to the level of PLN 22,723 million

+5%

increase in EBITDA to
the level of PLN 5,229 MILLION

Key production indicators 2019

Payable copper production
in the KGHM Group

Payable copper production
in KGHM Polska Miedź [kt]

+13% yoy
Higher availability
of core production lines

135

Q4 2018

702 kt

+11% yoy

Payable copper production
in Sierra Gorda [kt]
566

502

Payable copper production
in KGHM International [kt]

+12% yoy

-3% yoy

Higher extraction and
processing of the ore and
higher copper content in
the ore

Lower production
in the Sudbury Basin
and in the Franke mine

138

Q4 2019

2018

2019

15

15

Q4 2018

Q4 2019

53

60

2018

2019

18

19

Q4 2018

Q4 2019

79

77

2018

2019

Key financial indicators 2019
Group EBITDA 1) [PLN million]

Group revenues [PLN million]

+5% yoy

Profit/(loss) [PLN million]

+11% yoy
Revenues higher
by PLN 2.2 bn

Increase in revenues
and EBITDA in the KGHM
Group with a lower profit

-14% yoy
22,723
20,526

Increase in all segments

Profit/(loss) lower by PLN 237
million
Deterioration in the

of the Group – the most
significant one in KGHM

operating result and a lower
result as regards the share in

Polska Miedź S.A. (+12%)
Influence of the
increased copper, gold

the results of joint ventures
accounted for using the equity
method

and silver sales volume
and a more favourable
exchange rate with lower
prices of copper

4,972

1)

1,182

1,117

Q4 2018

Q4 2019

5,229

5,739

5,854

682
2018

2019

Q4 2018

Q4 2019

2018

2019

Q4 2018

1,421

2018

2019

-245
Q4 2019

adjusted EBITDA = EBITDA (profit/(loss) on sales + depreciation/amortisation) adjusted by impairment losses / reversals on non-current assets
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1,658

Geographical breakdown of sales revenues in 2019
In 2019, KGHM Polska Miedź S.A. earned
most of its revenues from domestic
sales, which amounted to 25% of total
revenues. Amongst KGHM’s other customers, the largest came from China
(14%), Germany (14%), the United Kingdom (12%) and Czechia (8%).

Sales revenues include also
the result from the settlement
of hedging instruments.

Other
Hungary countries
4%
11%
Switzerland
4%

Poland
25%

France
4%
Italy
5%
Czechia
7%
United
Kingdom
12%

China
14%

Germany
14%

Key elements of strategy implementation

Elasticity (flexibility)

Adaptation of the KGHM Group operating model to the market environment

Improved efficiency of resource utilisation and production processes
Efficiency

Integration of the KGHM Group around
the idea of sustainable development
Ecology

Technological transformation as part of
the KGHM 4.0 Programme
E-industry
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Rational management of the LGOM deposit
Optimisation of metallurgical production
Exploration projects in Poland
Optimisation of the portfolio of international assets
Optimisation of the financing structure

Energy consumption reduction programmes
Replacement and availability of mine machinery
Innovations optimising the core production line; CuBR programme
Works on increasing the use of factoring

Compliance with the BAT conclusions
Programme to Improve Occupational Health and Safety
Circular Economy Programme
Development of the Żelazny Most Tailings Storage Facility
Electromobility

Works on the implementation of projects as part of the KGHM
4.0 Programme
Implementation of projects related to automation of production
in mining and metallurgical divisions

Our approach to sustainable development

In 2018 KGHM was included in the FTSE4Good index. The FTSE4Good member
status is an acknowledgement of the
Company’s activities oriented towards
ESG areas, i.e. environmental protection, social responsibility, and corporate governance. In addition, KGHM is
a member of the WIG-ESG index (previously: RESPECT Index) and the European Technology Platform on Sustainable
Mineral Resources (ETP SMR).

As a signatory of the 2030 Agenda for Sustainable Development, KGHM operates based on the principles of sustainable development, in consideration of the following areas in
its daily commitments: Society, Environment, Economy and
Management, Security and Resource Efficiency.

Impact of each objective
on mining industry

+

–
decrease

increase

GRI 102-12 .

7. Clean and available
energy

6. Clean water and good
sanitary conditions

8. Economic growth
and decent work

13. Climate
actions

9. Innovation,
industry, infrastructure

15. Life on the land

United Nations’ Sustainable Development Goals for 2030 (2030 Agenda for Sustainable

1. No
poverty

2. No hunger

3. Good health
and quality of life

4. Good quality of
education

5. Gender equality

6. Clean water
and good
sanitary condi-

7. Clean
and available
energy

8. Economic
growth and
decent work

9. Innovation,
industry, infrastructure

10. Less
inequality

11. Sustainable cities,
towns and communities

12. Responsible
consumption
and production

13. Climate
actions

14. Life
under water

15. Life
on the land

16. Peace,
justice
and strong institu-

17. Partnerships
for objectives
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Copper production: emission versus impact on climate transition
Copper – strategic raw material in a carbon-neutral circular economy. Copper contributes to greenhouse gas reduction by the EU population by ~75% and it accounts for
only 0.4% of GHG emission.

Circular economy

Energy transition and digitisation

Circular metal: nearly 50% of the copper
produced in the EU comes from recycling

22 million tonnes of copper required in the period 2020–
2050 for the European economy to shift to climate neutrality

Carrier of precious metals: copper processing is necessary for reworking and recovering many other precious
materials in electronics, batteries, etc.

Source: International Copper Association

ESG – a new dimension of sustainable development as regards the reporting of
environmental, social and corporate actions
Protection of human rights, mining with a commitment to conservation of the natural environment, responsible management
of a supply chain, and transparency in stakeholder relationships are crucial for us and constitute a pillar of our activity in the
global market. The KGHM Group’s 2019 achievements and actions in the E – environmental, S – social and G – governance
areas include in particular:

Environment

Society

Corporate governance

– The Żelazny Most Tailings Storage Facility: the 18th International
Conference on Technical Control of
Water Dams “Monitoring and safety of
hydro-engineering structures”

– Organisation of the Lower Silesia Conference on Responsible Supply Chain
“To Have Impact”

– KGHM Polska Miedź S.A. with a distinction for The Transparent Company
of the Year and an award for The
Best of The Best Annual Report for its
Sustainability Report for 2018

– Replacement of the absorption and
drying towers of the sulphuric acid
plant at the Legnica Copper Smelter
and Refinery
– Expansion of capacity based on gasfired boilers and the construction of a
fumes treatment installation meeting
emissions standards compliant with
the Directives of the European Parliament at Energetyka sp. z o.o.
– Modernisation of the sewage treatment plant, and continued construction of a new installation for the
production of fuel additives, which will
allow the re-use of concentrated acids
in the production process in NITROERG S.A.
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– A winner in the international Stevie
Awards in the category “CSR Program of the Year – in Europe” for all
actions in the area of corporate social
responsibility
– Cooperation in the project “Together for Youth” for new development
opportunities for youth in the region
– Joining the “Education Cluster of the
Legnica Special Economic Zone”
– “Copper Heart” employee volunteerism
– ECO-Health Programme
– Appointment of the KGHM Medical
Council responsible for supporting
and initiating any works performed by
the Company in the area of extensive
local actions for health of employees
and inhabitants of the region

– The “Executive of the Year – Metals &
Mining” award for the President of the
Management Board of KGHM Polska
Miedź S.A.
– Membership in the RESPECT and
WIG-ESG indices and, since 2018, in
the FTSE4Good Index Series
– Publication of information about the
Company’s compliance with the recommendations and rules contained in
the Best Practice on its website

Letter from the President of
the Management Board of
KGHM Polska Miedź S.A.
to Stakeholders
Marcin Chludziński

President of the Management Board
KGHM Polska Miedź S.A.

Dear Stakeholders,
Increased payable copper production (+11%), record-breaking production of silver (+18%), Group revenue growth
by 11% and EBITDA growth by 5%, combined with the launch
of new projects in our divisions – this is how we close the
year 2019.
I am presenting our results to you with great satisfaction,
which is additionally enhanced by the fact that the last year
was not an easy one. Drops in copper prices (even by 5 per
cent in December 2019 compared to 2018), the US–China
trade war, concerns about Brexit – all this made us work
in difficult macroeconomic conditions. However, we perceive
difficulties as challenges being a test of our management
skills and effectiveness.
The consistency with which we pursued the strategy adopted in December 2018 was crucial for the execution of our
plans. When preparing this document, we gave consideration
to four pillars of our activity: Elasticity (flexibility), Efficiency,
E-industry and Ecology. They form the basis of the modern
mineral resource industry. Efficient management, appropriate hierarchy of objectives corresponding to the specific
nature of the market and business trends have allowed us
to make investments and improve production parameters.
We have achieved extremely ambitious assumptions that
have a positive effect on the stability and development
of the KGHM Group. We are working to gain a strong position
of the world leader in the mineral resource industry.
KGHM Polska Miedź is a company of key importance
to the Polish economy. Our resources ensure the maintenance of our current level of mining in Poland for the next
40 years and the concessions we are applying for will extend
the period even further. We perform our mining and ore
processing activities in a sustainable and rational manner
with consideration given to global trends. Europe strives
for climate neutrality and the raw material that is a key one
in pursuit of the idea is copper. This metal, produced
by KGHM, develops innovative sectors of the economy,
including solutions for energy efficiency improvement.
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Increased payable copper
production (+11%), recordbreaking production of silver
(+18%), Group revenue growth
by 11% and EBITDA growth by 5%,
combined with the launch of new
projects in our divisions – this is
how we close the year 2019.

Efficient management,
appropriate hierarchy of
objectives corresponding to the
specific nature of the market and
business trends have allowed us
to make investments and improve
production parameters. We have
achieved extremely ambitious
assumptions that have a positive
effect on the stability and
development of the KGHM Group.
We are working on a strong
position of the world leader in the
mineral resource industry.

We optimised our financing structure in 2019. We increased
the use of factoring to secure financial liquidity and shifted
to long-term financing, e.g. by launching a bond issue programme. The interest in the June issue proved that our assets
are an attractive offering.
Copper is a raw material that is necessary for climate transition. We are committed to devising and implementing
solutions to mitigate our environmental impact. Last year,
we intensified our works on projects related to energy from
renewable sources, developed the Circular Economy and
engaged in the development of Electromobility.
In terms of investments in the Copper Basin, 2019 was
exceptionally intensive. Following the adopted schedule,
we executed individual stages of the construction project
of the Southern Quarter of the Tailings Storage Facility as well
as the tailings segregation and thickening station using our
own technologies and materials.
We continued the Programme of Providing Access to Deposit,
sinking of the shaft GG1 by which the Surface-based Central
Air Conditioning System is being constructed, and we implemented mining projects, e.g. by advancing stage 2 of exploration and development work in the Retków–Ścinawa region.

We continued the Programme
of Providing Access to Deposit,
sinking of theGG1 shaft, next
to which the Surface-based
Central Air Conditioning System
is built and we implemented
mining projects, e.g.
by advancing stage
2 of exploration and
development work in the
Retków–Ścinawa region.

In-depth analyses and consistent management focused on
rational utilisation of resources, not only mineral but also
infrastructural and technological ones, involve specific steps.
We had struggled the decreasing efficiency of the Lubin Mine,
which is the oldest in KGHM, for many years. The Shaft L-VI,
which was opened in October 2019, is a new chapter and
a chance for this Division to optimise production processes
with the simultaneous maintenance of the highest standards
of our employees’ safety.
We invested also in metallurgy. We successfully put a copper concentrate roasting installation into operation and
included it in the Głogów Copper Smelter and Refinery’s
production and, in June 2019, we opened the largest project in the history of the Legnica Copper Smelter and Refinery. The launched revolving casting-refining (RCR) furnace
is the only furnace of the kind in Poland dedicated primarily to the processing of scrap. The installation with the
capacity of 300 tonnes will contribute to enhancing the
present efficiency of the Company and increasing copper
production. The RCR furnace complies also with the highest environmental protection standards the observance of
which is ensured, among others, by a modern process gas
treatment installation.
We have optimised the portfolio of international assets
by concentrating on key projects. In the Sierra Gorda
project, which used to generate losses, we have considerably improved operating results. As a result of
increased ore extraction and processing, Sierra Gorda
closed 2019 with a 4 per cent higher payable copper production with respect to the value assumed in the budget
and a 12 per cent higher one than that of 2018.
KGHM’s heart beats in Lower Silesia and it goes to great
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KGHM’s heart beats in
Lower Silesia and it goes
to great lengths to develop
good neighbourly relations.
Last year, we supported
local municipalities and
their residents not only
with tax proceeds but also
by establishing health
programmes, e.g. in Głogów
and Legnica.

lengths to develop good neighbourly relations. Last year, we
supported local municipalities and their residents not only
with tax proceeds but also by establishing health programmes,
e.g. in Głogów and Legnica. We initiated programmes to aid
families and sustainable development actions.
KGHM cares particularly for environmental issues and
employee safety. We implement a Programme to Improve
Occupational Health and Safety, we reach for out-of-the-box
solutions and innovative technologies, we continue the dialogue with representatives of trade unions. I would like to
express my appreciation to our employees for their efforts
and hard work for the development of the Company and the
KGHM Group. The engagement of all our employees moulds
us into one team which competes for first prizes in international competitions.
I would also like to thank our shareholders and clients for the
trust you place in us. I assure the local communities of our
gratitude for our good neighbourly relations and joint initiatives for the development of the regions where we operate
together.
We expect 2020 to be a difficult year for the industry. The
challenges related to customs wars between global players and high rises in energy prices were coupled with the
coronavirus epidemic, which is already significantly affecting
global markets, not only mineral resource ones. Despite a
not always friendly macroeconomic environment, we are not
going to slow down. We want to not only remain the industry
leader but also grow. This will be facilitated by rational yet
bold investments.
On behalf of the Management Board of KGHM Polska Miedź
S.A., I am presenting you with the Integrated Report of KGHM
Polska Miedź S.A. and the KGHM Polska Miedź S.A. Group for
2019
Respectfully,

Marcin Chludziński

President of the Management Board
KGHM Polska Miedź S.A.
Lubin, 13 May 2020
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We expect 2020 to be a difficult
year for the industry.
The challenges related|
to customs wars between
global players and high rises
in energy prices were coupled
with the coronavirus pandemic,
which is already significantly
affecting global markets,
not only mineral resource ones.
Despite a not always friendly
macroeconomic environment,
we are not going to slow down.
We want to not only remain
the industry leader but also
grow. This will be facilitated
by rational yet bold
investments.
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KGHM’s values bind all employees, regardless of their position in the organisation
or nationality, and are a guidepost for all decisions and actions taken. For over 60
years they have been the Company’s business compass, indicating its direction of
development and the means of operation on the international market.
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Our values

RK

Safety

Zero harm is the top priority of the Company’s value hierarchy:
1. Protecting the lives and health of our employees is our priority.
2. Respect for the natural environment, in particular the resources
we mine in a responsible manner.
3. The Company cares for the local communities within which it operates
and maintains a dialogue with.
4. KGHM Polska Miedź S.A. puts emphasis on the continuity and stability of its operations.

Results driven

Attainment of results while focusing on KGHM’s long-term success.

1. Ambitious targets and ongoing development.
2. Taking initiative and making extra efforts for the benefit of KGHM.
3. Solid work using the right tools.

Responsibility

All Company Employees are jointly responsible for the actions taken for the benefit of our shareholders.

1. Acting in a transparent and socially responsible manner,
abiding by the standards of the Code of Ethics.
2. Responsibility for our decisions, obligations and constant, stable development.
3. Building long-term relationships with our business and social partners.

Courage

Facing new challenges in a well thought-out manner:

1. Employees bravely face new challenges.
2. Courageous decisions are made and new,
innovative solutions are constantly sought.

Teamwork

Teamwork is the basis for the Company’s success:
1. Work is performed in teams.
2. Respect for the views of others in a discussion.
3. Using the talents and experience of Employees.
4. Diversity and a multi-cultural environment are valued.
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cooperation environment

14

About us

GRI 102-1 GRI 102-2 GRI 102-3 GRI 102-4 GRI 102-6 GRI 102-7 .

The KGHM Polska Miedź S.A. Group is a global and innovative organisation, which conducts technologically advanced
exploration-mining and metallurgical activities. For several decades, the Company has been mining and processing valuable underground resources, providing the world
with commodities that enable its sustainable development.
The Company’s history began in 1957 with the discovery
of one of the world’s largest deposits of polymetallic ores,
predominantly copper and silver, located in south-western
Poland. The deposit has been effectively and reasonably
mined to this day. As the years went by, the KGHM Polska Miedź S.A. Group significantly grew its business both
in terms of products and the market. KGHM Polska Miedź
S.A. is present on four continents: in Europe, South America, North America and Asia. KGHM Polska Miedź S.A. Group
is composed of its Parent Entity, KGHM Polska Miedź S.A. with

its registered office in Lubin, and 72 subsidiaries (including
two closed-end, non-public investment funds), employing
more than 34 thousand people globally, trusting that what
they do is important for the world.
Owing to their knowledge, courage and responsibility,
the KGHM Polska Miedź S.A. Group produces valuable
commodities, predominantly metals. The Group’s core line
of business is the production of copper along with non-ferrous metals accompanying it and the development
of the resource base. The Company is ranked among
the world’s top producers of silver and copper. It also produces gold, nickel, rhenium, lead and platinum. The high
quality of the copper, silver and other commodities produced
by the Company have been confirmed by certificates awarded by various international commodity exchanges.

Specifically, the business of the KGHM Polska Miedź S.A.
Group covers the following areas:

recycling of
non-ferrous
metals
recovery of metals
accompanying
copper ore

mining of
copper ores
and nonferrous metal

production of metals, among others
copper, nickel, gold,
platinum, palladium

manufacturing of
goods from copper
and precious
metals

production of road
construction aggregate

underground construction services

research, analysis and design
services
transportation
services
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manufacturing of
mining
machinery and
equipment

KGHM GROUP AND ITS COOPERATION ENVIRONMENT

The activities of the KGHM Polska Miedź S.A. Group with These are: KGHM Polska Miedź S.A., KGHM INTERNATIONAL
respect to the exploration and mining of e.g. copper and silver LTD. and Sierra Gorda S.C.M. Other companies, excluding
ore and precious metals deposits is based on the concessions Future 1 Sp. z o.o., Future 2 Sp. z o.o., Future 3 Sp. z o.o.,
held by KGHM Polska Miedź S.A. for the mining of deposits Future 4 Sp. z o.o., Future 5 Sp. z o.o., Future 6 Sp. z o.o. and
in Poland and the legal titles held by companies belonging Future 7 Sp. z o.o., are part of the segment called Other segto the KGHM INTERNATIONAL LTD. Group for exploration ments.
and extraction of raw materials in the USA, Canada and Chile.
The following diagram presents the significant production
The Group’s main entities, which are engaged in the min- assets and projects underway within the reporting segments:
ing sector, comprise three primary reporting segments KGHM Polska Miedź S.A., KGHM INTERNATIONAL LTD., Sierra
which are independently evaluated by management bodies. Gorda S.C.M. and other segments.

Major reporting segments of the
KGHM Polska Miedź S.A. Group
KGHM
Polska Miedź S.A.

KGHM
International LTD.

Sierra Gorda
S.C.M.1)

Other
segments

Activities

Mined and
metallurgical
production of
metals:
Cu, Ag, Au

Mined production
of metals: Cu, Ni,
Au, Pt, Pd, Ag

Mined production
of metals: Cu, Mo,
Au, Ag

Main
production
assets

Underground
mines
- Lubin mine
- PolkowiceSieroszowice
mine
- Rudna mine

Robinson mine in
the USA (open pit)

Sierra Gorda mine
in Chile (open pit)

- Companies supporting the core
business of KGHM Polska Miedź S.A.
- Closed-end investment funds and
companies in their portfolios,
- Companies playing an important role
in advancing CSR policy,
- Special purpose companies in the
holding structure.

Metallurgical
plants
- Legnica Copper
Smelter and
Refinery
- Głogów I Copper

Most important
development
projects

- Głogów GłębokiPrzemysłowy
(Deep Głogów)
- Pre-production
projects and
exploration
projects in southwest Poland

- Victoria project
in the Sudbury
Basin in Canada:
construction of
an underground
copper and
nickel mine
- Sierra Gorda
Oxide project in
Chile

The following companies were not included
in any of the aforementioned segments:
- Future 1 Sp. z o.o., which acts as a holding company
with respect to the
KGHM INTERNATIONAL LTD. Group,
- Future 2 Sp. z o.o., Future 3 Sp. z o.o., Future 4 Sp.
z o.o., Future 5 Sp. z o.o., Future 6 Sp. z o.o. and
Future 7 Sp. z o.o., which operate in the structure
related to the establishment of a Tax Group.
These companies do not conduct operating activities
which could impact the results achieved by individual
segments.

1) joint venture of KGHM INTERNATIONAL LTD. and Sumitomo Group companies
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KGHM GROUP AND ITS COOPERATION ENVIRONMENT

GRI 102-10
In 2019 there were no substantial changes
to the principles of managing the Group. The undertaken
actions aimed at improving the coordination of Group processes and enhancing the security of its operations included the introduction of new, or the improvement of existing,
tools. One of the most important actions was the establishment of an advisory body to the Management Board, i.e. the
KGHM Group Council.

The KGHM Group Council is a permanent team with advisory/
consulting rights, facilitating the taking of organised actions
within the KGHM Group. The Council cooperates with entities
in the Group in a manner which does not conflict with the

rights and entitlements of these companies’ statutory bodies. The KGHM Group Council’s mandate covers all matters
of significance for the functioning of the Group. The Council
comprises the management staff of the KGHM Head Office,
which is responsible for managing all areas of substance.
In justified cases, other persons may participate in the Council,
including representatives of companies in the KGHM Group.

Organisational structure of
KGHM Polska Miedź S.A.
In 2019, the multi-divisional organisational structure of the
Company, acting under the name KGHM Polska Miedź S.A.,
comprised the Head Office of the Company and 10 Divisions.

Organisational structure of KGHM Polska Miedź S.A.

GRI 102-5 .

as at 31 December 2019

Mining

Metallurgy

Other

Lubin Mine Division

Głogów Copper Smelter and Refinery

Head Office

Polkowice-Sieroszowice
Mine Division

Legnica Copper Smelter and Refinery

Mine-Smelter Emergency
Rescue Division

Rudna Mine Division

Cedynia Wire Rod Division

Data Centre Division

Concentrators Division

Tailings Division
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KGHM GROUP AND ITS COOPERATION ENVIRONMENT

Our assets
The KGHM Polska Miedź S.A. Group holds geographically diversified mining assets (mines with copper, silver,
molybdenum, nickel and other metals) located in Poland,
the USA, Chile and Canada. The key international asset –
the Sierra Gorda mine, which is a joint venture between
KGHM INTERNATIONAL LTD., Sumitomo Metal Mining and
the Sumitomo Corporation – is located in Chile. In addition,
the KGHM Polska Miedź S.A. Group has mine projects which are
at the preproduction phase (among others Victoria, Sierra
Gorda Oxide), as well as exploration projects.

Location of the
KGHM Polska Miedź S.A.
Group’s assets

Mining projects

Mines

Metallurgical plants

Poland

Chile

– Polkowice-Sieroszowice (Cu, Ag)
– Sierra Gorda
– Lubin (Cu, Ag)
(Cu, Mo, Au)
– Rudna (Cu, Ag)
– Franke (Cu)
- Głogów Głęboki-Przemysłowy (Deep – Regional exploGłogów)
ration
– Regional exploration
– Głogów I Copper Smelter and Refinery
– Głogów II Copper Smelter and Refinery
– Legnica Copper Smelter and Refinery

18

USA

Canada (B.C.) Canada (Ontario)

– Robinson
(Cu, Au, Mo)
– Carlota (Cu)

– Ajax (Cu, Au)

– Operating assets
– Sudbury (Cu, Ni, TPM*)
– Victoria (Cu, Ni, TPM)
– Regional exploration

* TPM – precious metals
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Geological assets
The KGHM Polska Miedź S.A. Group strives to develop its
portfolio of geological assets based on two main criteria.
The first is to have a sufficiently high amount of material
in ore. This enables a sufficiently high economic efficiency
to be achieved from the geological assets on the materials
mined in the short term. The other criterion is to have the
operations based on assets having a sufficiently long mine
life. This enables a sufficiently high economic efficiency
to be achieved in the strategic sense, which is possible thanks
to the appropriately long ives of the mining projects.
This is also important for KGHM due to its high standards
in the area of corporate social responsibility.

cal assets. Polymetallic deposits mined by KGHM are situated
in Poland in the Fore-Sudetic Monocline and in the North-Sudetic Basin. KGHM holds or is applying for exploration and
mining concessions on the richest and most prospective
deposits of copper, silver and other metals in Europe. They
form the basis for the functioning of mining assets of KGHM
Polska Miedź S.A. for the next 35 years. This concerns the
already mined deposits in the vicinity of Lubin and Polkowice as well as the deposits near Głogów, Bytom Odrzański
and Luboszyce. In connection with the mining of the deposit
of Zechstein salt above the said polymetallic deposits
for ten-odd years, KGHM has developed also its competences
in the area of exploration and mining of salt deposits.

For the reasons mentioned above and in connection with The geological assets of the KGHM Polska Miedź S.A. Group in
the issue of sources of the mined raw materials, which is fun- South America and North America not only form part of the
damental for the mining activity, KGHM tries to locate its activ- reservoir of copper assets for growth, but likewise for develity in the deposit districts the role of which is acknowledged oping the skills of the Group in the mining and processing
worldwide and which are often the largest ones in a given of metals both now and in the decades to come.
part of the world. These criteria served the purpose of selecting and developing the current portfolio of KGHM’s geologi-

Mining and metallurgical assets
Based on the abovementioned geological assets, mining and, subsequently, metallurgical assets are developed.
They are described in the tables below:

Poland
Polkowice-Sieroszowice mine

The Polkowice-Sieroszowice mine is located in Lower Silesia,
to the west of the town of Polkowice. Currently, it conducts mining works in four mining areas: Polkowice, Radwanice Wschodnie, Sieroszowice and in a part of the Głogów Głęboki – Przemysłowy (Deep Głogów) deposit. Within the Sieroszowice mining
area, there are also rich deposits of rock salt above the copper-bearing horizon. Mining is conducted using room-and-pillar
methods with natural roof settlement, using blasting technology.
The Polkowice-Sieroszowice mine’s current production capacity
is around 12 million tonnes of ore per year.
Location
Ownership
Type of mine
Main ore type
Associated minerals
Type of orebody
End product
Copper in extracted ore in 2019
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Lower Silesia, Poland
KGHM Polska Miedź S.A.
underground
copper ore
silver, lead, rock salt, gold
stratiform
copper ore
194.6 kt

Rudna mine

The Rudna mine is located in Lower Silesia, to the north of the
town of Polkowice. It mines the copper deposit in the Rudna
mining area as well as in parts of the mining areas of Sieroszowice, Lubin-Małomice and Głogów Głęboki-Przemysłowy
(Deep Głogów). The copper orebody in the currently mined
deposit ranges from 844 meters to 1,250 meters. Mining is
conducted using room-and-pillar methods with natural roof
settlement with hydraulic backfill, using blasting technology.
The current average production capacity is approx. 12 million
tonnes of ore per year.
Location
Ownership
Type of mine
Main ore type
Associated minerals
Type of orebody
End product
Copper in extracted ore in 2019

Lower Silesia, Poland
KGHM Polska Miedź S.A.
underground
copper ore
silver, lead, gold
stratiform
copper ore
181.3 kt
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Lubin mine

Legnica Copper Smelter and Refinery

The Lubin mine is located in Lower Silesia, Poland, The copper smelter and refinery located in Legnica has
to the north of the town of Lubin. It mines the copper deposit a current production capacity of 120 thousand tonnes
in the mining area Lubin-Małomice at a depth from of electrolytic copper. In operation since the 1950s based
368 meters to 1,006 meters. Mining is conducted using room- on shaft furnace technology. Apart from electrolytic copper,
and-pillar methods with natural roof settlement with hydrau- the plant also produces around 30 thousand tonnes annually
lic backfill, in the vicinity of the support pillar of the town of refined lead and also around 100 thousand tonnes of sulof Lubin, using blasting technology. The mine’s current pro- phuric acid, as well as copper sulphate and nickel sulphate.
duction capacity is around 8 million tonnes of ore per year.
Location
Lower Silesia, Poland
Lower Silesia, Poland
Location
Ownership
Divisions of KGHM Polska Miedź S.A
Ownership
KGHM Polska Miedź S.A.
.
Type of metallurgical plant
smelter/refinery
Type of mine
underground
End product
electrolytic copper
Main ore type
copper ore
Electrolytic copper production in 2019
117.5 kt
Associated minerals
silver, lead, gold
Type of orebody

stratiform

End product

copper ore

Cedynia Wire Rod Plant

Production at the Cedynia Wire Rod Plant located in the
Copper in extracted ore in 2019
73.5 kt vicinity of Orsk is based on the use of copper cathodes,
around 75% of which come from the Głogów Copper Smelter
and Refinery and around 25% from the Legnica Copper
Smelter and Refinery. The basic product of the Cedynia Wire
Rod Plant is copper wire rod produced in a Contirod line
Głogów Copper Smelter and Refinery
This complex of metallurgical plants located in Głogów com- amounting to around 250 thousand tonnes annually and
prises two copper concentrate smelting lines based on around 18 thousand tonnes annually of oxygen-free copper
the one-stage smelting of concentrate in a flash furnace wire rod produced in an UPCAST line, including oxygen-free,
directly into blister copper. Apart from electrolytic copper, silver-bearing copper wire rod.
the Głogów Copper Smelter and Refinery produces crude
lead (up to 30 thousand tonnes annually), silver (around
Location
Lower Silesia, Poland
1,400 tonnes), gold (around 2 tonnes) and sulphuric acid (over
500 thousand tonnes).
Ownership
Divisions of KGHM Polska Miedź S.A
.
Lower Silesia, Poland
Location
Type of metallurgical plant
processing
Ownership

Divisions of KGHM Polska Miedź S.A.

Type of metallurgical plant
End product
Electrolytic copper production in 2019
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smelter/refinery
electrolytic copper
448.1 kt

End product

Production in 2019

copper wire rod and
Cu-OFE rod
250.7 kt
of copper wire rod
15.5 kt
of oxygen-free copper rod
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The United States

Canada

Robinson mine

Sudbury Basin

The mine is located in White Pine county, Nevada, USA, The Sudbury Basin is located in central Ontario in Canada,
around 11 km west of Ely (approx. 400 km north of Las Vegas), approx. 400 km north of Toronto. In this region KGHM Interin the Egan range, at an average altitude of 2,130 meters national Ltd. owns a variety of assets; however, since April
a.s.l., near highway no. 50. The mine is comprised 2019, mining has only been conducted in the underground
of 3 large pits: Liberty, Tripp-Veteran and Ruth. Currently, Ruth McCreedy West mine due to the fact that the Morrison/
is in operation. The ore is extracted by conventional methods, Levack mine was placed into Care & Maintenance (i.e. mining
and is then processed into a copper and gold concentrate, and of the deposit was suspended). Extraction is through minseparately into molybdenum concentrate in a concentrating ing methods which are dependent on the geometry of the
plant.
deposit – mainly a mechanised method of selective extraction
using undercutting of successive levels from bottom to top
Location
Nevada, USA at various mine levels. All of the ore extracted from the mine,
containing copper, nickel and precious metals, is processed
Ownership
100% KGHM International LTD. in the Clarabelle plant in Sudbury, owned by Vale.
Type of mine

open pit

Main ore type

copper ore

Associated minerals

gold and molybdenum

Type of orebody
End product

porphyry/skarn
copper and gold concentrate,
molybdenum concentrate

Payable copper production in 2019

48.8 kt

Location
Ownership

Sudbury, Ontario, Canada
100% KGHM International LTD.

Type of mine
Main ore type

underground
copper ore, nickel, platinum, palladium
and gold

Type of orebody
End product

footwall/contact Ni
copper and nickel ore with precious
metals

Carlota mine
Payable copper production in 2019
4.2 kt
The Carlota mine is located in the Western part of the MiamiGlobe mining region, in the state of Arizona at an altitude
of 1,300 meters (4,200 feet) a.s.l. Surrounding the mine is
Victoria project
mountainous, desert terrain. Copper ore extraction by the This project is located in the Canadian province of Ontario, around
Carlota mine is by conventional methods typical for open- 35 km west of the town of Sudbury. In 2002 rights were acquired
pit metals mines, i.e. the ore is mined by blasting and then to the Victoria mineral deposit and a campaign of exploration
is transported by haulage trucks. In 2018 mining re-com- in this region commenced. All of the ore extracted from the mine
menced in the Eder South area.
will be processed in the Clarabelle plant in Sudbury, owned by Vale.
The current development scenario for the project calls
Location
Arizona, USA for the sinking of 2 shafts to access the deposit (a production shaft and
a ventilation shaft). Exploration work performed thus far confirmed
Ownership
100% KGHM International LTD. the continuity and characteristics of the mineralisation to the level
of approximately 2,200 meters below the surface.
Type of mine
open pit
Location
Sudbury Basin, Ontario, Canada
Main ore type
copper ore
Ownership
100% KGHM International LTD.
Type of orebody
porphyry
Type of mine
underground
End product
copper cathodes
Main ore type
copper-nickel ore
Payable copper production in 2019
4.4 kt
Associated metals
gold, platinum and palladium
Mine life
End product

13 years
copper ore, nickel and precious metals

Forecast annual production
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17 kt Ni, 19 kt Cu
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Based on analytical work performed in 2017, the base scenario assumes the Victoria project will be developed in two
stages, comprised of the sinking of a first shaft along with
additional exploration, followed by a second shaft for production.
In 2019, work continued on securing the existing infrastructure and project terrain, as well as preparatory work aimed
at conducting additional exploratory work and work related
to an application for the required environmental permits.

In January 2016, an Updated Feasibility Study was published,
replacing the earlier version dated 6 January 2012. The Updated Feasibility Study reflects changes to the project, under
which the mine’s infrastructure was moved farther from the
buildings in the town of Kamloops, technology improvements
were incorporated and the processing facility’s throughput
capacity was increased from 60 to 65 thousand tonnes of ore
per day.
In December 2017, the Ministers of Environment and of
Energy, Mines and Petroleum Resources of British Columbia
(provincial authorities) decided against the granting of an
Environmental Assessment Certificate for the Ajax project.
In June 2018, the Government of Canada, through the Governor-in-Council (Cabinet) issued a negative decision regarding the Ajax project as the project is likely to cause significant
adverse environmental effects.

On 27 June 2019, the Canadian Environmental Assessment
Agency decided that it was unnecessary to conduct an environmental assessment at the federal level, which means
a positive conclusion of the process of obtaining an environmental permit. The Agency stated that the project’s
environmental impact was properly described in the project description, and that the methods applied in the project
for restricting its impact are in compliance with law in force. The decisions were made through the environmental impact
The Agency’s decision is a milestone in the development assessment process reflecting the substantial engagement
of provincial and federal governmental agencies, First Nations
of the Victoria project.
and a broad spectrum of stakeholders, including thousands
of local citizens.

Ajax project

The Ajax project is located in British Columbia, Canada,
400 km north-east of Vancouver near the town of Kamloops.
The project assumes the construction of an open-pit copper
and gold mine and an ore enrichment plant, with associated
infrastructure. In January 2012, Abacus Mining and Exploration Inc. prepared a feasibility study, based on which the preliminary economic parameters of this project were described.
Due to the substantial risk of not receiving an environmental permit based on the assumed technological parameters
of the project, including the siting of basic mine plant infrastructure, the assumptions of the feasibility study from 2012
were reviewed in terms of the identified risk factors and the
potential for increasing the project’s value.
Location
Ownership

Type of mine
Main ore type
Associated metals
Mine life
End product
Forecast annual
production

22

In 2019 only necessary work related to securing the existing infrastructure and the required monitoring of the terrain was carried out. A strategy for further action in respect
of the Ajax project was also defined, which concluded with
a mutual decision by the project’s partners to commence the
process of re-engaging with its stakeholders, aimed at improving relations with First Nations and the local community. Under
this strategy, talks were held with representatives of First
Nations, e.g. during meetings between representatives of First
Nations in the Kamloops region (Canada) and representatives
of the Management Board of KGHM Polska Miedź S.A.
in Poland.

Kamloops, British Columbia, Canada
KGHM International LTD. 80%;
Abacus Mining and Exploration Inc. 20%
open pit
copper ore
precious metals (gold and silver)
19 years
copper concentrate
53 kt Cu, 114 thousand ounces Au
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Chile
Sierra Gorda mine
and Sierra Gorda Oxide project

In 2019 Sierra Gorda, in cooperation with representatives of
KGHM Polska Miedź S.A., Sumitomo Metal Mining and SumiThe Sierra Gorda mine is located in the Atacama desert, in the tomo Corporation, focused on preparing an Integrated Plan,
Sierra Gorda administrative area in the Antofagasta region, in which will comprise a new scope of work, schedule and costs
northern Chile, approx. 60 km south-west of the city of Cala- involving optimisation of the production process and increasma. The mine is situated at the altitude of 1,700 meters a.s.l. ing sulphide ore throughput. The final results of this work
and 4 km from the town of Sierra Gorda. On 1 July 2015 the will be known in Q1 2020. The Sierra Gorda Oxide project
Sierra Gorda mine commenced commercial production (since involves the leaching of the copper oxide ore of Sierra Gorthen it has prepared statements of profit or loss). The ore is da on a permanent heap and the production of high-quality
extracted using explosives, and next is loaded and hauled copper cathodes in a solvent extraction and electrowinning
away in trucks to the processing plant, where it is crushed (SX-EW) installation, over a period of 10 years. Average copand milled. The end product of Sierra Gorda’s processing per production will be approx. 30 thousand tonnes/year.
Most of the oxide ore assumed for the project is currently
plant is copper concentrate and molybdenum concentrate.
stored, near the site of the planned heap, on the grounds of
the Sierra Gorda mine. In 2019, work aimed at preparing the
project for execution was continued. This work included veriRegion II, Chile fying the block model for the heaped oxide ore at the storage
Location
site. The required changes for updating the project’s environOwnership
55% KGHM International LTD, mental permits were reviewed. Additional work was carried
45% Sumitomo Group companies: out in order to define the technical solutions for the heaped
-Sumitomo Metal Mining Co., Ltd. (31.5%) ore’s crushing and transport operations more precisely. Tests
-Sumitomo Corporation (13.5%) involving the leaching of the crushed ore in columns were
completed and the required analyses of the post-leaching
open pit material were commenced for the purpose of preparing
Type of mine
a final report.
copper ore
Main ore type
Associated metals
Mine life

End product

Payable
production
in 2019

molybdenum, gold

Franke mine

24 years for the current deposit The mine is located in a desert area of northern Chile, in the
based on phase I of the investment, Altamira region, near the southern boundary of the Antofaincluding actions to remove gasta region, near a public road connecting the mine with
bottlenecks. Moreover, there is the Pan-American highway. Mining is conducted by convena possibility to extend the mine’s life tional open-pit methods. Due to the nature of the ore, it is
using new deposits processed using the heap leach, solvent-extraction and electrowinning method. The end product is electrolytic copper in
copper concentrate, the form of cathodes.
molybdenum concentrate
108.2 thousand tonnes of copper in concentrate, 20.3 million pounds of molybdenum
in concentrate
on a 100% basis, share of KGHM Polska Miedź S.A. is 55%

Location
Ownership

Antofagasta Region, Chile
100% KGHM INTERNATIONAL LTD.

Type of mine
Type of orebody

open pit
IOCG (ore type containing iron,
copper and gold)

End product
Payable copper production in 2019
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copper cathodes
19.0 kt
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Other assets
In terms of assuring the operations of the core business
of KGHM Polska Miedź S.A., of significance are investments
in domestic companies acting on its behalf, such as:
PeBeKa S.A. – mining work contractor,
KGHM ZANAM S.A. – a supplier and service provider
for mining machinery, it also provides production maintenance services in selected areas and participates in investment tasks,
KGHM Metraco S.A. – a supplier of copper scrap,
„Energetyka” sp. z o.o. – this company secures part
of the energy needs of KGHM Polska Miedź S.A.
In terms of the amount of capital committed, an important
investment are the shares of TAURON Polska Energia S.A.,
a company listed on the Warsaw Stock Exchange.
Investments in closed-end investment funds are a tool used
to diversify the investment risk for KGHM Polska Miedź S.A.
In advancing the strategy of the Group, they fill a role in the
management of selected non-core assets and are a tool
in the advancement of projects aimed at increasing value.
A significant portion of these Funds’ assets are investments
in the general field of healthcare.
In addition, amongst the international companies is a group
operating under the DMC Mining Services brand: DMC Mining
Services Ltd., FNX Mining Company Inc., Raise Boring Mining
Services S.A. de C.V., DMC Mining Services Corporation, DMC
Mining Services Colombia S.A.S., DMC Mining Services (UK)
Ltd. and DMC Mining Services Chile SpA, which provide services in shaft sinking, mine development work, above-ground
and underground mine facilities, mine drilling, tunnel drilling
for general construction purposes and engineering services.
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Our stakeholders

GRI 102-40 GRI 102- 42 GRI 102-43 GRI 102-44

Good relations with our stakeholders based on mutu- the strategic review conducted in 2019 in order to implement
al understanding and trust are of crucial importance the 2019–2023 Strategy of KGHM Polska Miedź S.A., it was
to the KGHM Polska Miedź S.A. Group as an organisation established that the Stakeholder map of the KGHM Polsexerting a significant impact on its economic, social and natu- ka Miedź S.A. Group developed during the earlier mapping
ral environment, of which it is fully aware and for which it is pre- in 2016 should be revised for the new strategic perspective.
pared to accept responsibility. Cooperation – one of the company's values – is the basis for its success on in business and As a result of the above, a process to identify and map the
social activity. The Group builds relationships with Stakehold- KGHM Polska Miedź S.A. Group’s Stakeholders was conducters based on partnership and complete transparency, with ed based on the Johnson & Scholes methodology. Its first
an awareness of their importance in its long-term strategy and stage was to distinguish Stakeholder groups. This was accomsustainable approach to business. The basis of this process plished in the same manner as in 2016, by using a questionis dialogue geared towards learning about mutual expecta- naire filled out by senior managers of each member of the
tions and capabilities and implementing agreements. During KGHM Polska Miedź S.A. Group representing various business

Key Stakeholders in the
KGHM Polska Miedź S.A. Group:
Employees, including trade
union members
Trade organisations

Representatives of local
and national
government

Local community members
Regulators

Suppliers

Shareholders
and the stock
market
environment

Media

Clients
Competitors
First
Nations

Academic
and research
institutions,
universities

Bondholders

Supervisory
authorities

International
organisations
Warsaw
and London
Stock Exchanges
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areas. During a validation workshop conducted at the second Cooperation with trade organisations
stage of this process, these same respondents assessed the GRI 102-13
degree of Stakeholders’ interest in and orientation towards
the organisation and vice versa, as well as the levels of their As the KGHM Polska Miedź S.A. Group, we take part in the
mutual Impact. In addition to the individuals identified above, works performed by numerous Polish and international
this workshop was also attended by external experts, includ- organisations and associations. In its relations with clients,
ing professors of Polish universities, members of organisa- employees, external partners and local communities, the
tions focusing on responsible business and representatives KGHM Polska Miedź S.A. Group complies with the laws which
of local communities. The results of this research allowed us are in effect in the countries where it operates. The Group
to identify four categories of Stakeholders presented in the also complies with voluntary obligations resulting from ISO
Johnson & Scholes matrix for the KGHM Polska Miedź S.A. and ASTM standards as well as from membership in interGroup. One of these groups is the Key Stakeholders, who national organisations such as International Copper Assoare the KGHM Polska Miedź S.A. Group’s most influential and ciation, European Precious Metals Federation, Eurometaux,
significant Stakeholders. It was established that the catego- Euromines, the London Bullion Market Association, the Eurory includes not only all of KGHM’s current Key Stakeholders pean Technology Platform on Sustainable Mineral Resources,
(identified in 2016) but also Bondholders, which is associat- the European Innovation Partnership, and domestic organied with the bond issuances that are likely to be conducted sations, including: the Polish Association of Listed Companies,
by the Group in the future. During the round of discussion Stowarzyszenie Inżynierów i Techników Metali Nieżelaznych
meetings with the representatives of KGHM Polska Miedź S.A. [Association of Non-Ferrous Metals Engineers and Techniand the KGHM Group, it was determined on this basis (i.e. the cians], the Economic Chamber of Non-Ferrous Metals and
strength of interest and the strength of impact of the individ- Recycling, the Polish Committee of the World Mining Conual Stakeholders and the organisation, for Key Stakeholders) gress, Polish-Canadian Chamber of Commerce, the Polish
that the aspects of reporting by the KGHM Polska Miedź S.A. Chamber of Commerce for High Technology, and the EmployGroup resulting from the above will not change significantly ers’ Organization of Polish Copper. The KGHM Polska Miedź
as compared to the past and only a slightly greater weight will S.A. Group does not participate in undertakings which involve
be attached to environmental matters.
breaking the law and pose a threat to its reputation.
The KGHM Group joins in actions within the European Green
Deal concept ( GRI 102-12 ) announced on 13 December 2019
and Implementing the Recommendations of the Task Force
on the Climate-related Financial Disclosures (TCFD) of June
2017 as well as the Communication from the European Commission 2019/C 209/01 of 19 June 2019 Guidelines on non-financial reporting: Supplement on reporting climate-related
information. KGHM Polska Miedź S.A. has been implementing
many of the recommendations indicated in the abovementioned documents for a much longer time, following the path
of sustainable, environmentally responsible development.
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s for Poland and Chile was made in October 2019; Source: International Monetary Fund, KGHM Polska Miedź S.A.

Market environment and trends
Macroeconomic environment
In 2019, there was a continuation of the reduction in global economic growth forecasts published by the
International Monetary Fund (IMF). The accrued revision for 2020 in the period from January 2019 to
January 2020 amounted to -0.2 percentage points globally. The structure of the forecast reductions in
global economic growth mainly affected emerging market and developing economies, whose expected
rate of growth was reduced by 0.5 percentage points, compared to the revision in advanced economies
of -0.1 percentage points.

Forecasts of real GDP growth according to the IMF
from January 2020 versus previous forecasts
Canada

Euro zone

Poland

USA

Chile

China

2019E: 1.5%
2020F: 1.8% (0.0 pp)
2021F: 1.8% (0.0 pp)

2019E: 2.3%
2020F: 2.0% (-0.1 pp)
2021F: 1.7% (0.0 pp)

2019E: 1.2%
2020F: 1.3% (-0.1 pp)
2021F: 1.4% (0.0 pp)

2018: 4.0%
2019F: 2.5%
2020F: 3.0%

2018: 5.1%
2019F: 4.0%
2020F: 3.1%

Globally

2019E: 6.1%
2020F: 6.0% (+0.2 pp)
2021F: 5.8% (-0.1 pp)

2019E: 2.9%
2020F: 3.3% (-0.1 pp)
2021F: 3.4% (-0.2 pp)
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According to the IMF’s latest estimates, global GDP growth
in 2019 amounted to 2.9% compared to 3.6% in the prior
year. Growth in advanced economies is estimated at 1.7%
compared to 2.2% growth in 2018. The main reason for the
decrease in rate of growth was the slowdown in the US economy (estimated at 2.3% in 2019 compared to 2.9% in the prior year) and in the eurozone (estimated at 1.2% compared
to 1.9% in the prior year). In emerging market and developing economies, the rate of growth decreased from 4.5%
to 3.7% year on year, mainly due to an economic slowdown
in China and India respectively by 0.5 percentage points and
2 percentage points compared to the rate of growth in 2018.
The reason for the lower rate of growth came from a substantial deterioration in perceived global industrial activity,
as seen in the lower PMI (Purchasing Manager Index), which,
month by month in 2019, fell to increasingly lower levels.
Another major reason for this slowdown in global economic
activity in 2019 was the lower volume of global trade in goods
and services, whose annual level fell from 3.7% to 1% globally.
The slowdown in international commercial activity was most
felt in developing economies, in which the growth in the volume of trade decreased from 4.5% in 2018 to 0.4% in 2019.
This slowdown in global trade was caused by the trade conflict
between the USA and China, but was also due to the hard
negotiating stance of the United States with other trading
partners. The result of these actions was an increase in global protectionism, evident in the increased amount of customs
barriers in trade between the USA and its trading partners
(the European Union, Japan, Canada and many others). In
late November/early December 2019, the administration of
President Donald Trump reached an agreement with China,
but the increased divergence in interests along with subsequent rounds of negotiations were not enough to enable
complete agreement to be reached, which led to a change in
negotiating tactics and separation of the process into phases.
The conditions for the first of these were set at year’s end and
officially signed in January 2020. The market reacted positively to the achievement of a partial agreement, lending hope
to a gradual easing of the conflict.

(+31.5% yoy) and to the bond market measured by the Barclays U.S. Aggregate Index (+8.7% yoy). The greatest impediment to a higher rate of return in the general BCOM index
were the prices of agricultural goods and livestock (+0.4%
yoy). The greatest impact on raising the index came from precious metals (+17% yoy) and energy materials (+11.8% yoy)
and, to a lesser extent, industrial metals (+7% yoy).
Comparing the difference in the price of copper from the first
(5,839 USD/t) and last (6,156 USD/t) official cash settlement
price of 2019, which was just 317 USD/t (approx. 5%), one can
conclude that the past year did not abound in breakthrough
events for the red metal. The average cash settlement price
amounted to nearly 6,000 USD/t, and remained within
a range of no more than 600 USD/t. Although this would suggest a relatively low level of copper price volatility, 2019 was
nonetheless full of the aforementioned events, macroeconomic readings and geopolitical aspects, which affected the
copper market.

While in the first half of the year the copper price was supported by a halt in the appreciation of the USD and hope
for an imminent solution to the trade conflict, the US administration, contrary to expectations by the market, imposed
duties on Chinese goods. As a result the USD strengthened,
although given the fears of an expansion of the trade conflict into further areas of the economy, there was a sell-off
of assets in many markets, including that of the basic metals.
This led, in June 2019, to a fall in the copper price to under
6,000 USD/t. The global trade conflict is a natural cause of the
rise in market uncertainty, which affects demand for copper,
since those countries engaged in the trade conflict (which
includes, apart from the USA and China, the European Union
and Japan) represent a majority of the market. For example
– China accounts for over 50% of global copper consumption and for many years has been responsible for the largest
rise in the volume of consumption. If economic growth slows
as a result of an escalation in the trade conflict and the imposition of new duties and sanctions, the resulting negative sentiment could lead to a lower rate of growth in demand, and
The slowdown in growth and the weakening macroeco- this would undoubtedly have an impact on the price of the
nomic readings generated a reaction on the part of central metal.
banks, with a response and implementation of further easing
in monetary parameters. The greatest surprise for the finan- The second half of the year was mainly affected by a detecial markets was the change in monetary policy assumptions rioration in macroeconomic readings and further escalation
by the US Federal Reserve (Fed), which, in the expectations of the trade conflict. Apart from the weakening data from
published in the first half of 2019 by the members of the Fed- China (the lowest rate of GDP growth in more than two
eral Open Market Committee (FOMC), assumed continuation decades), the German economy also recorded a slowdown
of rising rates. These forecasts failed to materialise, and the in economic activity. This mainly affected the industrial sector,
change in rhetoric led to three decreases in interest rates where the PMI reading fell to record lows, substantially below
in a row. The change in monetary policy assumptions also 50 points, demarcating the theoretical boundary of the slowaffected the Fed’s balance sheet. The decrease in the balance down from growth.
sheet announced by the members of the FOMC did not occur
and, given the problems with liquidity at the turn of the third In terms of fundamentals, the copper price was stabilised
and fourth quarters, the amount of short-term securities by information on higher costs in the sector and lower availability of concentrate and copper scrap. This had a signifiaccumulated by the Fed rose dramatically.
cant impact on the decrease in discounts (including TC/RC) to
Despite the weaker macroeconomic readings and problemat- a level which to a significant degree reduces the profitability
ic global trade relations, the commodities market, measured of non-integrated refined copper producers, located mainby the Bloomberg Commodity TR Index (BCOM) recorded an ly in China. The first signals about restrictions to producincrease of 7.7% year on year (yoy). However, the commodi- tion appeared in the fourth quarter of 2019, yet the impact
ties market was weakest compared to the American S&P500 of lower TC/RCs on the copper market in subsequent periods
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remains an open question. According to data from the International Copper Study Group (ICSG) for the first 11 months
of 2019, the deficit on the refined copper market (based
on apparent demand in China) amounted to 385 thousand tonnes. The price of copper in the fourth quarter was
also affected by country-wide protests in Chile, which apart
from their social aspects impacted the operations of copper
producers. Part of the November and December production

was interrupted, which could be a reason for the heightened
imbalance on the copper market and one of the reasons
for the higher prices in the last weeks of 2019.

Change in commodities prices in 2019
Source: Refinitiv, KGHM Polska Miedź S.A.

+50%

+40%
Base metals
Precious metals
Energy materials
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+30%

+20%

Cobalt
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Zinc

Soybean (DCE)

Aluminum

Lead

Maize

Cocoa

Copper

Soybean (CBOT)

Ethanol

Sugar
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Silver

Gold
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Coffee

WTI oil
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Palladium

-10%

Soybean oil (DCE)

+10%

Macroeconomic factors significant for the operations of the
KGHM Polska Miedź S.A. Group – average prices 1)
Unit

2019

2018

Change (%) 4Q'19

3Q'19

2Q'19

1Q’19

Copper price on the LME

USD/t

6,000

6,523

(8.0)

5,881

5,802

6,113

6,215

Copper price on the LME in PLN

PLN/t

23,029

23,520

(2.1)

22,773

22,520

23,304

23,548

Silver price per the LBMA

USD/oz t 16.21

15.71

+3.2

17.32

16.98

14.88

15.57

Molybdenum price per the CRU

USD/lb

11.85

12.14

(2.4)

10.75

12.18

12.51

11.94

USD/PLN exchange rate per the NBP

3.8399

3.6117

+6.3

3.8741

3.8831

3.8125

3.7883

USD/CAD exchange rate per the Bank of Canada

1.3269

1.2957

+2.4

1.3200

1.3204

1.3377

1.3295

USD/CLP exchange rate per the Bank of Chile

703

640

+9.8

755

705

684

667

1) arithmetic average of daily quotations
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Copper price per the LME (USD/t)
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10 USD/lb, despite the decrease in inventories. As a result the
average price of the metal in 2019 amounted to 11.85 USD/lb
and was 2.4% lower than the average price recorded in 2018
(12.14 USD/lb).

USD/PLN exchange rate per the NBP
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The average annual price of copper on the London Metal
Exchange (LME) in 2019 was 6,000 USD/t, 8% below the average price in 2018 (6,523 USD/t).

Silver price per the LBMA (USD/oz t)
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From the start of 2019 the Polish złoty showed little volatility
versus the euro, mainly due to stable fundamentals (industrial production, retail sales, export orders). Nonetheless,
uncertainty related to the trade conflict, lower global economic activity and interest rate decreases in the USA in 2019,
as well as the return of the ECB to quantitative easing, led
2016
2017
2018
2019
to heightened USD volatility versus other currencies.
At the start of the year investors showed little interest in The USD/PLN exchange rate reached its lowest level in Janthe precious metals market. Subsequent unsuccessful uary. At that time it ranged around 3.70, thereafter followed
negotiating rounds generated additional geopolitical risk, by a gradual depreciation of the PLN to above 4.00.
which nonetheless failed to convince market participants to The PLN ended 2019 at around 3.80 to the USD. The averavoid risky assets in favour of safer, preserving value, ones. age USD/PLN exchange rate (per the NBP) in 2019 amountAt the time, silver recorded its yearly minimum of 14.38 USD/ ed to 3.8399 and was higher by 6.3% than the rate in 2018
oz t. The upsurge in prices of gold, followed by silver, which (3.6117 USD/PLN).
began in late May/early June 2019, coincided with the further escalation of the trade conflict between the USA and USD/CAD exchange rate per the Bank of
China, and consequently with the imposition of new tariffs. Canada
In addition, the monetary policy was reviewed in the USA,
while the announced easing led to a large extent to higher 1.40
prices of precious metals. The increases in gold and silver 1.20
prices resulted in rapid inflows to ETFs. At the end of 2019 1.00
the price of silver amounted to 18.05 USD/oz t. The average 0.80
price of silver according to the London Bullion Market Asso- 0.60
ciation (LBMA) rose in 2019 by 3.2% and amounted to 16.21 0.40
0.20
USD/oz t compared to 15.71 USD/oz t in 2018.
0
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The high volatility in demand for molybdenum was the main
factor affecting its price in 2019. For an extended period
the price of the metal remained within a relatively narrow
range of 11–12 USD/lb, while the drop in activity on the
physical market in the USA and lower smelter demand near
the end of the year in China led to a price drop to below
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In 2019, the Canadian dollar was slightly weaker compared
to the USD. The average USD/CAD exchange rate (per the
Bank of Canada) in 2019 amounted to 1.3269 and was slightly
higher by 2.41% than the rate recorded in 2018 (1.2957).
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In the case of the USD/CLP exchange rate, worth noting is This virus quickly spread throughout the country, and in subthe gradual depreciation of the Chilean peso in 2019. In the sequent weeks appeared in every part of the world. Following
second half of the year, this depreciation accelerated as a the experience gained in the SARS epidemic of 2003, China
result of country-wide protests, which to quite a large extent acted decisively to contain the spread of the epidemic, which
were responsible for the slowdown in economic activity and included tight quarantines in several large cities, restrictions
to a certain degree increased risk aversion towards what until to human movement within and between cities and the pronow has been the most politically and socially stable coun- longation of the New Year’s holiday by 10 days. As a result of
try in South America. The average annual USD/CLP exchange the actions taken the Chinese economy was partially pararate (per the Bank of Chile) in 2019 amounted to 703, mean- lysed and the process of re-starting operations by many Chiing a weakening of the local currency as compared to the nese companies was spread over several weeks. These production stoppages led to a breakdown in the supply chains of
USD by 9.77% (640 in 2018).
many sectors of the economy, not only in China, but also in
other parts of the world. The epidemic is spreading to other
Macroeconomic conditions
countries and, in many of them, causes not only further interat the start of 2020
ruptions to production but also consumption-related probThe first weeks of 2020 were rich in events of significance for lems. There was a rapid and surprising emergence of a large
the financial markets. The agreement announced in the final pocket of the disease in Italy as well as in highly industrialised
weeks of 2019 summarising the first of three stages in the South Korea, which in the last week of February instigated a
trade negotiations between the USA and China was signed nervous reaction among investors around the world and a
on 15 January 2020. As the agreement was announced and rapid collapse of share prices. Investors appear to be expectexpected by investors, it was greeted by them with calm. ing decisive actions by the main central banks and governAt the end of January the second factor causing economic ments of individual countries if it appears that the stability of
uncertainty – brexit – was delayed and eased. The agree- the world’s economic growth is threatened.
ment reached on the United Kingdom’s exit from the European Union provided additional time for negotiations involv- Due to the significance of the Chinese economy for copper
ing trade and other principles of cooperation between this consumption (around 50% share), investors reacted to inforcountry and the member states. At the start of January the mation on the extended shutdown in Chinese factories by
USA conducted an attack on an Iranian general, as a result of a sell-off of the red metal. The copper price offset the price
which Qasem Soleimani, as well as several persons travelling rises in the last months of 2019 and fell, in the last days of
with him, including some Iranian leadership, were killed. The January 2020, from 6,300 USD/t to the level of last year’s lows,
attack provoked retaliation by Iran and a diplomatic crisis in and in subsequent weeks remained in a range of 5,500–5,800
the Middle East. Although the situation did not escalate fur- USD/t. While the epidemic brings the risk of a global slowther, it exacerbated political uncertainty in a region which is down, the scope of any potential negative consequences is
the world’s main oil exporter. The price of oil began to fall, difficult to determine at present and demands monitoring of
development of the situation in the coming months.
and this trend deepened in the second half of January.
Also in January there appeared a new unexpected threat,
which could have a substantial, yet hard to judge now, impact
on economic activity and global commerce – the emergence
of the COVID-19 epidemic in the Chinese province of Hubei.

Analysis of the global market for the Group’s
basic products
The primary products of the KGHM Polska Miedź S.A. Group, Copper
i.e. copper concentrates, cathodes, copper wire rod and silver
in the form of bars and grains, are traded on the highly-com- The primary products offered by the companies of the KGHM
petitive global market as well as in reference to the commod- Group are concentrates, cathodes and copper wire rod. They
ity markets. Individual markets for the products offered by are products of individual stages of copper ore processing
KGHM have varied rules and customs concerning trading and recycling of copper scrap. For all of these products, the
and pricing standards. Their incomparability is also due to price benchmark (i.e. the global benchmark of copper pricthe characteristics of individual products, which impacts their es for physical sales contracts of copper-bearing materiusage and the diversification of market participants.
als and products) is stock market quotations, with the cash
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settlement of the London Metal Exchange (LME) being most
commonly used. Less commonly used are alternative quotations of copper on stock exchanges in New York (COMEX)
and Shanghai (Shanghai Futures Exchange). Grade “A” type,
with a copper content of at least 99.99% (standard BS:EN
1978:1998 – Cu-CATH-1) is quoted on the LME. In order to be
able to apply stock exchange prices to purchase/sale transactions of the products to which this quality standard is not
applicable (i.e. all types of copper-bearing materials like copper concentrates, copper scrap or more processed products
like copper wire rod), market participants have developed a
premium and discount system, which adjusts stock quotations. It allows setting of a market price for a product which
takes into account its processing stage, its physical state and
chemical makeup, as well as costs of transport and insurance
to an agreed delivery destination and the current availability
of the metal in a given location.

Copper concentrates
Copper concentrate is a product made by processing/enriching copper ore, which usually has a relatively low metal content and is not suitable for direct metallurgical processing.
Usually, copper content in concentrate varies from percentages in the teens to several tens of percent, which enables
further processing in copper smelters and refineries. The
cost of transporting products with a lower copper content (for
example copper ore) basically eliminates them from trade in
the global market (with certain exceptions), therefore it may
be assumed that copper concentrate is the first product of
processing copper ore that may be generally traded. As a
result of metallurgical processes copper is produced as well
as the by-products of processing (mainly precious metals, sulphuric acid, lead, etc.). The main participants of the concentrate markets are mines supplying the product to the market
and smelters and refineries, for which the concentrates are
materials for production. Trading companies also play a role
on this international market, intermediating in the purchase/
sale transactions and offering additional services expected by
the parties. In 2019, the total global production of copper in
Cu concentrate is estimated at 16.8 million tonnes (according to CRU). Copper concentrates require processing into
refined copper, which leads to incurring processing costs and
the incomplete recovery of metals in individual production
stages. Therefore, the transaction price should have a set of
discounts as compared to quoted prices for refined copper.
The benchmark of these discounts (for TC/RC) is determined
during negotiations with the main producers of concentrates
(Freeport McMoRan, Antofagasta) and their customers (mainly Chinese and Japanese smelters and refineries). Companies
of the KGHM Group participate in the copper concentrate
markets mainly by selling the concentrate from Sierra Gorda
in Chile and from Robinson in the USA. Occasionally, KGHM
Polska Miedź S.A. also sells copper concentrate produced
by the Lubin, Rudna and Polkowice-Sieroszowice mines. At
the same time the Company purchases copper concentrates
from the market with characteristics suitable for more efficient utilisation of the production capabilities of the smelters
and refineries in Poland.
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Geographical breakdown of copper
concentrates production in 2019
(source: CRU, KGHM Polska Miedź S.A.)
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Copper cathodes
Refined copper in the form of copper cathodes is the end
product of the smelting and refining processes, to which the
copper-bearing materials are subjected (including concentrates, blister copper, anodes and copper scrap). Primary
commodities exchanges (including the LME and SHFE) enable
cathodes to be registered (Grade A type, with a copper content
of at least 99.99% under the BS:EN 1978:1998 - Cu-CATH-1
standard), and therefore their trading on exchanges and
through LME-approved warehouses. The copper cathodes
produced by KGHM are registered on the LME as well as on
SHFE, under the brands: HML, HMG-B and HMG-S. Unregistered cathodes are also traded on the physical market (for
example those that do not meet quality parameters or the
minimal yearly production conditions set by exchanges). One
example of unregistered cathodes produced by KGHM are
those from the Carlota and Franke mines. The main participants in the cathodes market are mining and smelting companies producing copper in the form of cathodes and wire
rod plants and other companies engaged in copper processing, which use cathodes to produce wire rod, other rods, flat
bars, pipes, sheets and belts. Similarly as in the case of copper
concentrates, trading companies and financial institutions
intermediating in the cathodes trade also participate in the
market. In 2019, total global production of refined copper
is estimated by CRU at 23.5 million tonnes. It is a standard
practice on the Grade “A” copper cathodes market to add a
producer’s premium to the prices set by global exchanges.
Its level allows the producer to cover the cost of transport
and insurance to the agreed delivery destination, and it also
includes the premium for quality (of a given cathodes brand)
and supply-demand situation on a given market. The companies of the KGHM Group participate on the cathodes market
mainly by selling cathodes from the Group’s Polish assets.
The Głogów Copper Smelter and Refinery produces cathodes
of the HMG-S and HMG-B brands, while the Legnica Copper
Smelter and Refinery produces cathodes of the HML brand,
registered on the exchanges in London (LME) and in Shanghai (SHFE). Moreover, the KGHM Group offers cathodes produced through the leaching and electrowinning process (SX/
EW) in the Franke mine in Chile and in the Carlota mine in the
United States. Production of refined copper in the companies of the KGHM Group amounted to 566 thousand tonnes,
which represents approx. 2.4% of global production.

Copper wire rod
Copper wire rod is manufactured in the continuous process
of melting, casting and drawing in plants processing refined
copper. The material used in this part of the production
cycle is mainly copper in the form of cathodes, although
higher-grade copper scrap may also be used. Wire rod is a
half-finished product used in the production of single wires
and multiple wires used to produce conducting vines in
cables and electric cables (for example: enamelled cable, car
cables, power cords etc.). Similarly as for copper cathodes,
trading companies are also involved in the physical trading of
copper wire rod, apart from companies with wire rod plants
and cable-producing companies. The wire rod market, due to
the quality characteristics of the product, is more of a local
market, which also means that it is highly competitive and
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Geographical breakdown of
refined copper production in 2019
(source: CRU, KGHM Polska Miedź S.A.)

Other
24%

China
41%

Poland 2%
South Korea
USA 4%
Russia 4%
DR Congo
4%
Japan
7%

Chile
10%

Geographical breakdown of
refined copper consumption in 2019
(source: CRU, KGHM Polska Miedź S.A.)

Other
25%

China
50%

Poland 1%
Italy 2%
India 2%
South Korea
Germany
4%
Japan
4%

USA
7%

KGHM GROUP AND ITS COOPERATION ENVIRONMENT

Geographical breakdown of
copper wire rod production in 2019

Geographical breakdown of global wire rod
consumption in 2019

(source: CRU, KGHM Polska Miedź S.A.)

(source: CRU, KGHM Polska Miedź S.A.)
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demanding. In 2019, total global production of copper in the
form of wire rod is estimated by CRU at 17.8 million tonnes.
Wire rod’s price structure, apart from the copper quotations
on the London Metal Exchange, also includes a producer’s
fee (added to cathodes) and the refining charges due to the
costs of processing cathodes into wire rod. KGHM Polska
Miedź S.A. produces wire rod in the Cedynia Wire Rod Plant
in Orsk.

Japan
4%

Geographical breakdown of global
mined silver production in 2019
(source: Metal Focus, KGHM Polska Miedź S.A.)

Silver
Approx. 75% of global metallic silver production is a by-product of mining ores of other metals. Silver, due to its unique
physical characteristics, is used in the jewellery, electronics
and electrical industries, as well as in medicine, optics, the
energy industry and many others. It is also applied in newest technological solutions, among others in infrastructure,
automotive industry and photovoltaics. In total, industry utilises approx. 40% of global silver production. It is also a valued investment metal. According to Metals Focus estimates,
in 2019 global production of mined silver amounted to
26.3 thousand tonnes. Usually, participants in the silver market make use of London Bullion Market Association quotations when setting the price for silver in physical transactions,
after adjusting for current market conditions. KGHM sells silver in the form of bars and grains (produced at the Głogów Copper Smelter and Refinery) and is one of the largest producers
of metallic silver. Yearly, the Company produces around 1,200
tonnes of this valuable metal. In 2019, KGHM produced approx.
1,400 tonnes of silver, making the Company one of the world’s
leading producers of silver. Silver in the form of bars is registered under the KGHM HG brand and has a registered certificate on the New York Mercantile Exchange (NYMEX) as well as
Good Delivery certificates issued by the London Bullion Market
Association. Silver is supplied in the form of grains to the photographic, jewellery and metals industries, which produce alloys
containing silver. Silver in the form of bars (ingots) is mainly purchased by financial institutions.
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Our competitive advantages
The scope of activities of the KGHM Polska Miedź S.A. Group, the unique comprehensiveness of our
mining and processing operations on a global scale, our pursuit of innovation and continued financial stability, along with our extensive in-depth experience allow us to market products that satisfy the
expectations of even the most demanding buyers of our products and services.

Competitive advantages of KGHM

Unique
know-how
and skills

Global
reach of operations

Global reach of operations

Integrated
process from
exploration
to sales

In the 21st century, KGHM Polska Miedź S.A. became a global miner present on four continents. On the one hand, such
a large scale of operation substantially curtails the risk of disturbance in the continuity and quality of production, while on
the other hand, it facilitates the continual transfer of knowledge and experience between its various units. Its mobility policy enables it to post the Company’s most prominent
experts wherever their expert knowledge is needed to derive
business benefits. That also leads to the diversification and
enlargement of its product portfolio.

Unique know-how and skills

Innovation

Financial
stability

tial and ingenuity of our own employees. They are the most
familiar with our specific needs and are able to identify areas
and solutions that translate into better performance and
greater safety. Creating change and innovation should be
an everyday practice of each employee of the KGHM Polska
Miedź S.A. Group. The KGHM Polska Miedź S.A. Group’s success hinges on the innovation, commitment and collaboration of many thousands of employees representing diverse
knowledge and experience. The identification of in-house talent and the creation of individual development paths aligned
to the organisation's potential and needs are the key to the
future development of the KGHM Polska Miedź S.A. Group.

During its nearly 60 years of history, KGHM Polska Miedź Integrated process
S.A. has acquired experience, knowledge and skills that have from exploration to sales
enabled the Company to transform its business from a local Production in KGHM Polska Miedź S.A. is a fully integrated
miner into an international Group acting as a major player process, in which the end product of one technological phase
in the global market for non-ferrous metals. The skills devel- is the starting material (half-finished product) used in the next
oped by our employees are and will be used in the future as phase. Mining in KGHM Polska Miedź S.A. is performed by
one of the fundamental assets for winning a competitive edge three mining Divisions: Lubin, Rudna and Polkowice-Sieroin the industry and for building a strong position of Poland as szowice. In the subsequent phase the Concentrators Division
an industrial centre. Also unique is the KGHM Polska Miedź prepares concentrate for the smelters and refineries, while
S.A. Group’s complete business chain: from the exploration the Tailings Division is responsible for storing and managing
of deposits, opening of deposits and their mining, including the tailings generated by the copper ore enrichment prothe manufacturing of mining machinery and explosives, pro- cess. The organisational structure of KGHM Polska Miedź
cessing, smelting, refining and sales to recycling, all the while S.A. includes two metallurgical facilities: the Legnica Copper
keeping in mind during the execution of these processes the Smelter and Refinery and the Głogów Copper Smelter and
principles of sustainable development and corporate social Refinery, as well as the Cedynia copper wire rod plant. A fact
responsibility.
worth noting is that recently, as part of its business, KGHM
Polska Miedź S.A. has been rapidly developing and implementing certain elements of the circular economy concept.
Innovation
Innovation is one of the competitive advantages of the KGHM To this end, it has been making progress in the areas of recyPolska Miedź S.A. Group. Work on innovative solutions is cling and further improving the utilisation of post-production
conducted at various business levels, drawing on coopera- waste as the so-called secondary sources of raw materials. In
tion with independent entities while appreciating the poten- the KGHM Polska Miedź S.A. Group, production and production-related processes are performed in accordance with the
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Integrated mining, processing, smelting and
refining processes in KGHM Polska Miedź S.A.
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Simplified flowchart of the core business
of the KGHM INTERNATIONAL LTD. Group
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The core business of the KGHM INTERNATIONAL LTD. Group
of companies is the mined production of metals, such as copper, nickel, gold, platinum and palladium, from both open-pit
and underground mines, as well as advancement of mining
and exploration projects. The drawing above shows a simplified flowchart of the core business of the KGHM INTERNATIONAL LTD. Group.
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Financial stability

Ensuring financial stability is one of the pillars of the Group’s
development. As part of enhancing its competitive advantage
in this respect, KGHM Polska Miedź S.A. strives for relying the
Group’s financing structure on long-term instruments, shortening the cash conversion cycle and managing market and
credit risk effectively.
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KGHM on the capital market
KGHM Polska Miedź S.A. debuted on the Warsaw Stock amounted to PLN 95.58. During the same period the price
Exchange (WSE) in July 1997. The Company’s shares are traded of copper – the Company’s main product – recorded
on the primary market of the WSE in the continuous trading sys- an increase of 3.2%, alongside an increase in the average USD/
tem and are a component of the WIG, WIG20 and WIG30 main PLN exchange rate by 1.0%. At the same time the WIG index
indices as well as the WIG – ESG index published since 3 Sep- recorded a slight rise – by 0.2%, while the WIG20 and WIG30
tember 2019, comprising listed companies which adhere to the indices fell respectively by 5.6% and 4.2%. The FTSE 350 mining
principles of corporate social responsibility. The Company was index also rose, by 11.6% – an index comprised of companies
also a permanent component of the RESPECT Index, from 19 from the mining sector, listed on the London Stock Exchange.
November 2009 until 1 January 2020 when it ceased to be calculated and published. KGHM Polska Miedź S.A. is also included
in the WIG-Mining sector index. Moreover, KGHM Polska Miedź
S.A. forms part of the FTSE4Good Index Series, which is part
of the group of ethical investment indicators, reflecting criteria On 10 April 2019, the Company’s shares reached their maximum closing price for the year of PLN 112.00. The minimum
of corporate social responsibility and ESG risk management.
In 2019, the share price of KGHM Polska Miedź S.A. on the WSE closing price of PLN 73.76 was recorded on 26 and 28 August
rose by 7.5% and at the close of trading on 30 December 2019 2019.

Percentage change of share price of KGHM Polska Miedź S.A.
versus the WIG index and FTSE 350 mining index (compared to the quotations from the last trading day in 2018)
FTSE 350 mining:

+30%
+20%
+10%

+11.6%

KGHM:

+7.5%

WIG:

+0.2%

0
-10%
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X’19

XI’19

VII’19

Key share price data of the Company
on the Warsaw Stock Exchange
Symbol: KGH, ISIN: PLKGHM000017

Number of shares issued
Market capitalisation of the Company at year’s end
Average trading volume per session
Turnover value
Change in share price
from the end of the prior year
Highest closing price during the year
Lowest closing price during the year
Closing price from the last day of trading in the year

Unit
million
PLN billion
thousand
PLN million
%

2019
200
19.1
575
13,180
+7.5

2018
200
17.8
601
13,890
-20.1

PLN
PLN
PLN

112.00
73.76
95.58

115.00
82.56
88.88

Source: Own work based on WSE Statistic Bulletin for 2018 and 2019
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Bonds of KGHM Polska Miedź S.A.
on the Catalyst market

investors.

Allocation of profit

On 27 May 2019 an issue agreement was signed under which
the Management Board of KGHM Polska Miedź S.A. estab- In accordance with a Resolution of the Ordinary Generlished a bond issue programme up to the amount of PLN al Meeting of KGHM Polska Miedź S.A. dated 7 June 2019
4 billion. The Parties to the Issue Agreement were KGHM regarding the allocation of profit from financial year 2018
Polska Miedź S.A. as Issuer and Powszechna Kasa Oszczęd- and a Resolution of the Ordinary General Meeting of KGHM
ności Bank Polski Spółka Akcyjna, Bank Handlowy w Warsza- Polska Miedź S.A. dated 6 July 2018 regarding the allocation
wie Spółka Akcyjna, Bank Polska Kasa Opieki Spółka Akcyjna of profit from financial year 2017, all of the profit from these
and Santander Bank Polska Spółka Akcyjna as Organisers and periods was transferred to the Company’s share capital. The
Dealers. The issue took place in June 2019, the maximum total final decision regarding the amount of dividends paid is made
nominal value of bonds amounted to PLN 2 billion. Under the by the General Meeting of KGHM Polska Miedź S.A.
Bond Issue Programme, Series A and Series B bonds were
issued. The bond issue was made through a private place- Investor relations
ment, was directed toward no more than 149 investors and
was offered exclusively in Poland.
The investor relations team maintains an on-going dialogue
with the capital market pursuant to its policy of ensuring a
On 20 September 2019, by a resolution of the Management transparent company and adherence to stock exchange
Board of the Warsaw Stock Exchange (Giełda Papierów War- Best Practices. For KGHM Polska Miedź S.A., as a global comtościowych w Warszawie S.A.) bearer bonds Series A and pany operating on four continents, it is a priority to ensure
Series B of KGHM Polska Miedź S.A. were introduced to the equal access to information to all members of the global
alternative trading system on the Catalyst bond market. The capital markets. KGHM Polska Miedź S.A.’s actions are aimed
first day of trading of the bonds on the Alternative Trading at maintaining regular communication and transparent diaSystem was set at 3 October 2019. Detailed information is logue with analysts, institutional and individual investors as
available on the Company’s website, www.kghm.com in the well as at ensuring conformance with our regulatory legal
section Investors – Investor Information – Fixed income obligations. The Company fulfils its disclosure obligations by
publishing regulatory filings and periodic reports via the offi-

Janusz Krystosiak

Investor Relations
Department Director
KGHM Polska Miedź S.A.
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“For KGHM’s Management Board, investor relations are an element
of a strategic effort involving an open dialogue with the capital
market. The Company’s value is based on maintaining investor
trust and good relations, which is ensured by on-going dialogue
with the capital market. The key task of KGHM’s Investor Relations
programme is to effectively communicate the Company’s and
the Group’s equity story and its strategic directions, in a way that
results in a fair valuation and a satisfactory rate of return
on investment in the Company’s shares. Investor relations
in KGHM also means properly meeting the Company’s reporting
obligations so as to satisfy the expectations of the market as well
as legal requirements.
The important role of Investor Relations in KGHM is evident
in the need to provide the highest quality of communications
and their continual enhancement, among others by carefully
listening to the needs of our audience and using the feedback
we receive, implementing modern tools and solutions and
adapting internal standards to a continually changing legal
and regulatory environment.”

KGHM GROUP AND ITS COOPERATION ENVIRONMENT

2019 was another year of intense activities by KGHM
Polska Miedź S.A. in terms of communicating with
investors. Following are the main actions taken by
KGHM Polska Miedź S.A. with respect to investor
relations:

Investor conferences in
Poland and abroad

The Company actively meets with investors and analysts in Poland and abroad
during conferences organised by brokers. In 2019, the Company took part in
more than a dozen investor conferences and more than 100 meetings.

Results conferences

The Company organises group meetings with the Management Board to discuss
the financial results of the Company and Group. Publication of the Company’s
financial results is accompanied by a results conference open to all stakeholders,
with a webcast in Polish and English, with the possibility of submitting questions
by email as well as listening in by phone. Video recordings of these conferences
are available on the Company’s website, www.kghm.com, in the Investors section.

Capital Market Day

The Investor Relations Department regularly organises events for the capital market. This
type of meeting is aimed at familiarising investors with the degree of advancement of the
development strategy as well as with the current operating and financial situation of the
KGHM Group and its individual assets. In 2019, the Company organised both an Analyst
Day and an Individual Investor Day in Lubin, with highlights of these events along with
accompanying presentations provided in the section Investors – Investor Events.

WallStreet conference

In 2019, representatives of KGHM Polska Miedź S.A. once again took active part
in the 3-day WallStreet conference – the largest event in the region organised
for individual investors and one of the largest such events on the Polish capital
market. Apart from a presentation by a Management Board Member, individual
investors had the opportunity of meeting with the IR team, including during the
so-called Shareholders Fair.

Investor chats

Representatives of the Company are available to individual investors during
on-line chats. These are organised on a regular basis following the publication
of the Company’s financial statements. In 2019, four investor chats were held.

Active Investor Relations
section

The IR section is continuously updated with new information and documents.
Among others these include regulatory filings and periodic reports, information on the shareholder structure, documents related to General Meetings and
corporate governance, as well as presentations and video material for investors.
In 2019, the IR section was enhanced to include a page on IR Events, which shows
the current pending initiatives for the capital market.

Quarterly IR Newsletter

In 2019, the Investors page was extended by adding a section named Newsletter
for Investors, which summarises the most important events of the past quarter
and is distributed by email.

on the Company website
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In 2019, sell-side reports on KGHM Polska Miedź S.A. were
published by 10 analysts based in Poland and 6 based abroad.

Brokerage houses preparing reports on
KGHM Polska Miedź S.A. Polska
Poland
Biuro Maklerskie mBanku
JP Morgan
Vestor Dom Maklerski
Dom Maklerski BOŚ
Erste Group
Pekao Investment Banking
Santander Biuro Maklerskie
IPOPEMA Securities
Trigon Dom Maklerski
Abroad
Bank of America Merrill Lynch
Morgan Stanley
BMO
UBS
Goldman Sachs
WOOD & Company

Awards and distinctions in 2019 for
investor communication and capital market
activities:

of KGHM Polska Miedź S.A.
As at 31 December 2019, the share capital of the Company,
in accordance with the entry in the National Court Register,
amounted to PLN 2,000 million and was divided into 200 million shares, series A, fully paid, having a face value of PLN 10
each. All of the shares are bearer shares. Each share represents one vote at the General Meeting. The Company has
not issued preference shares. In 2019, there was no change
in either registered share capital or in the number of outstanding shares issued. During this time there was a change
in the ownership structure of significant blocks of shares of
KGHM Polska Miedź S.A. The pension fund Otwarty Fundusz
Emerytalny PZU "Złota Jesień", as a result of the sale of shares,
on 15 February 2019 reduced its interest in the share capital
of the Company and in the total number of votes to a level
below 5%.
The Company’s shareholder structure as at 31 December
2019 and at the date this report was signed, established on
the basis of notifications received by the Company pursuant
to art. 69 of the Act on public offerings and conditions governing the introduction of financial instruments to organised
trading, and on public companies, is as follows:

Shareholder structure

as at 31 December 2019 and at the date
this report was signed Shareholder

KGHM Polska Miedź S.A. won The Best of The Best award
% of share
in the competition Annual Report 2018, organised by the PolNumber of
capital / total
ish Institute of Accountancy and Taxes. The award is presentshares
number of
ed to companies which maintain a continuously high stan/votes
votes
dard of reporting and communicating with the market and
which, during all of the competition’s editions, win first place
three times. The purpose of the competition is to promote State Treasury1)
31.79%
63,589,900
annual reports with the highest utility for shareholders and Nationale-Nederlanden
5.05%
10,104,354
investors.
Otwarty Fundusz Emerytalny2)
5.02%
Aviva Otwarty Fundusz
10,039,684
KGHM Polska Miedź S.A. was distinguished by the mar- Emerytalny Aviva Santander3)
ket newspaper Gazeta Giełdy i Inwestorów “Parkiet” in the Other shareholders
116,266,062 58.14%
ranking “Transparentna Spółka”, or Transparent Company. Total
200,000,000 100.00%
This distinction by “Parkiet” was presented for the third
time to companies listed on the Warsaw Stock Exchange 1) based on a notification received by the Company dated 12 January 2010
2) based on a notification received by the Company dated 18 August 2016
which present information on their activities to the public 3) based on a notification received by the Company dated 17 July 2018
in the most open manner. The list was developed by the
newspaper in cooperation with the Institute of Accountancy and Taxes, based on the results of a survey in which Other shareholders, whose combined interest in the share
140 companies listed on the WSE participated – from the capital and in the total number of votes amounts to 58%, are
WIG 20, mWIG40 and sWIG80 indices. The survey asked mainly institutional investors, both international and domesquestions about financial reporting, investor relations and tic. Following is the geographic distribution of the shareholdcorporate governance.
er structure of KGHM Polska Miedź S.A. The data is based
on research into the Company’s shareholder structure performed in November 2019.
Shareholder structure
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Geographic shareholder structure of
KGHM Polska Miedź S.A. (%)
source: CMi2i, November 2019

Other
3%
Unidentified
10.7%
Europe
other

United Kingdom
7.3%
USA
11.1%

The Company does not hold any treasury shares. The Management Board of the Company is unaware of any agreements which could result in changes in the proportion of
the Company’s shares held by present shareholders in the
future and bondholders. Moreover, the Management Board
is unaware of any agreements between bondholders, which
could result in changes in the number of bonds held by them.
Based on the information held by KGHM Polska Miedź S.A., as
at 31 December 2019 and at the date this report was signed,
no Member of the Management Board of the Company held
shares of KGHM Polska Miedź S.A. or rights to them.

Poland
63.6%

Amongst the Members of the Company’s Supervisory Board,
as at 31 December 2019 and at the date this report was
signed, only Józef Czyczerski held 10 shares of KGHM Polska
Miedź S.A. with a total nominal value of PLN 100. Based on
the information held by the Company, the remaining Members of the Company’s Supervisory Board did not hold shares
of KGHM Polska Miedź S.A. or rights to them.
As far as the Company is aware, Members of the Management Board and Supervisory Board did not hold shares of the
related entities of KGHM Polska Miedź S.A. as at 31 December
2019 and at the date this report was signed. The Company did
not have an employee share incentive programme in 2019.
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The Group’s development directions
In 2019, work commenced on preparing the process of
implementation of the Strategy of KGHM Polska Miedź S.A. for
the years 2019-2023. Work continues on defining a detailed
implementation schedule and organising a system to monitor
progress in advancing the Strategy. Information on the KGHM
Polska Miedź S.A.’s strategy is presented on our website at
https://kghm.com/en/about-us/strategy
In 2019, we continued our policy of development directions
for the KGHM Group. Further actions were also taken aimed
at adapting the Group’s organisational functioning model
to the business model of KGHM Polska Miedź S.A. and the
market environment. In terms of the domestic companies,
development policy was also aimed at cooperation between
the Group’s entities and at eliminating overlapping areas
of competence in terms of individual entities. With respect
to implementation of the Strategy of KGHM for the years
2019–2023, in the case of the international companies of
the Group, KGHM is aiming at developing unified reporting
principles, coherent internal regulations and standardised
solutions with respect to individual functional areas of the
international entities. With respect to domestic companies,
the main goal of the development intent is to ensure continuity of operations and occupational safety within the KGHM
Polska Miedź S.A.’s core production business and to integrate
the KGHM Group around the sustainable development concept. One of the most important actions is the implementation of development initiatives under the circular economy
programme aimed at limiting the environmental footprint. In
the case of the international part of the Group, the Company
is concentrating on maximising the value of its assets portfolio. In terms of the development directions adopted in the
Company’s Strategy, investments focus on projects leading to
improved efficiencies in the core business.
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The investment policy of KGHM Polska Miedź S.A. is based on
advancing the Company’s five-year investment plan, enabling
execution of the long-term production plan.
In 2020 the Company will continue to advance key mining
and metallurgical investments, such as:
The Deposit Access Programme (Deep Głogów along with
access and development tunnels);

In addition, with respect to development of the resource
base, the Company will conduct further exploration and
geological work under the existing concessions to search for
and explore copper ore deposits in areas directly adjacent
to those currently in operation.

Optimal utilisation of the production capacity of the
Legnica Copper Smelter and Refinery by the processing
of scrap;

The directions adopted also include the advancement of actions
under the circular economy concept. Additionally the Company
will engage in unceasing work on new, intelligent technologies
and production management systems, based on online communication between
elements of the production process and advanced data analysis, in accordance with the KGHM 4.0 Programme concept.
The Company is also intensifying actions aimed at improving
energy efficiency through investments in its own generating
capacity, in particular those which have little to no emissions.
Also under review are the possibilities for investing in energy
projects, for example in the area of photovoltaics. Pursuant to
the Strategy of the KGHM Group for the years 2019–2023 published in 2018, it is expected that by the end of 2030, 50% of

Investment projects related to replacing equipment
and optimisation at the Głogów I Copper Smelter and Refinery.

be met by its own sources of energy generation and
renewable energy sources.

Development of the Żelazny Most Tailings Storage Facility
Investment projects aiding in de-watering in the Polkowice-Sieroszowice mine;
The programme to adapt to the requirements of BAT
Conclusions for the non-ferrous metals industry and
to restrict emissions of arsenic (BAT-As);

Energy development programme
Development of
renewable
energy sources
Photovoltaics: 200 ha
of own land for PV
projects, including 160 ha
in the vicinity of energy
consumption sites
Onshore wind farm:
Power Purchase
Agreements1) - virtual,
purchases / acquisitions

Optimisation
and development of
conventional sources

Seeking alternative
options through R&D
activities

Increase in electricity
production from the
existing gas-steam blocks
Construction of local gas
engines

Competence
building

Waste heat utilisation from
mining and metallurgical
processes
Electricity storage
– stabilisation and
optimisation functions
Alternative fuel utilisation,
e.g. waste/RDF

Adjusting the organisational
structure to the changing
environment
Building competencies
to ensure energy supply
Supporting legislation
maintaining competitiveness
of the energy intensive
industry

1) PPA – Power Purchase Agreement

First PV projects1)
design phase

pre-design phase

PV 1. HMG
4 MW in the
Głogów Copper Smelter and
Refinery Commencement
of production Q3 2021

3. Wierzba I
16 MWp2) at a willow
plantation

PV 2. Piaskownia Obora
5 MW in the reclamation area
of the Obora sandpit
Commencement of production
Q2 2022
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4. Wierzba II
50 MWp at a
willow plantation
5. Konrad
30 MWp at the
former Konrad mine

1.4. 3.
5.2.

1) PV – photovoltaic
2) MWp – megawatt peak
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Strategy
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Mission and Vision
We believe that copper and the other minerals that
we provide to our customers on every continent are, and
will remain, critical for the development of all sectors
in the foreseeable future. Our mission is “To always
ciently to become a leader in sustainable development”.

“To Always Have Copper”

The principle of running our business based on the sustainable development concept and of being a leader in this
respect has numerous consequences. The considerable scale
and the multi-faceted nature of our business and the long
history of the Group produce a great sense of responsibility
for the rational and sustainable utilisation of our resources
and for the Group’s enormous impact on its environment,
both social and natural.

to become the leader in
sustainable development.”
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Mission:

Vision

Business model

GRI 102-9 .

organization involved in technologically advanced exploration, mining and smelting operations with a geographicalmodel is divided into 7 segments through which the Group
ensures a full value creation chain – from exploration to sales

How we create value:
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KGHM ZANAM S.A.

PeBeKa S.A.

Miedziowe Centrum

Energetyka sp. z o.o.

Manufacturer of machinery
and equipment for the
mining sector.

Investments in mining
projects mine drilling,
tunnel drilling, as well as

Zdrowia S.A.
It is a business providing
a broad range of medical

One of the largest heat
companies in the Lower
Silesia region.

infrastructure all over the
world.

services.

– PGU Group,
the largest spa complex in
Poland.

RECYCLING
100% recyclable copper may be reused
without losing its properties.

KGHM’s activities are divided into 7
segments, through which the company
provides a complete chain of value
creation from exploration to the sale of

NITROERG S.A.
products: explosives and initiation
systems and a diesel oil additive
2-EHN (NITROCET 50®).
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Its activities include mainly relating
to railway and passenger transport
and rolling stock maintenance.

Mercus Logistyka Sp. z o.o.

KGHM INTERNATIONAL LTD.

It sells materials, goods and
services traded in with the KGHM
Group.

This Canadian company mining
industry, engaged in the
production of copper, nickel,
platinum, palladium, gold,
cobalt and molybdenum.

for 2019–2023
The consistency with which we pursued the strategy
adopted in December 2018 was crucial for the execution of our plans. When preparing this document, we
gave consideration to four pillars of our activity: Elasticform the basis of the modern mineral resource indus-

President of the Management Board

Technological
watersheds

Demographic and
social changes

market and business trends have allowed us to make
investments and improve production parameters. We
have achieved extremely ambitious assumptions that
of the KGHM Group. We are working on a strong position of the world leader in the mineral resource industry.

Depletion of
natural resources

Climate change

Changes in global
economic power

Rapid
urbanisation

As a result of the analysis of key global market trends, four strategic development directions were

Ecology

E-Industry

individualised and measurable main goals:

Production

Development

Innovation

Maintain cost-

Increase the
KGHM Group’s

Increase the
KGHM Group’s

and international
production

of its Polish and
international
assets

innovation

stability

organisation

Ensure long-term

Implement systemic solutions
aimed at increasing the KGHM
Group’s value

and the development of mechanisms supporting
further development

People
and the
environment
Growth based on
the idea
of sustainable
development and
safety as well as
enhancing the
KGHM Group’s
image of social
responsibility

implementation schedule and organising a system to monitor

Advancement of the strategy in 2019
We are analysing progress in the advancement of our strategy having in mind the vision, or the ultimate position of the
key importance to the Polish economy and the Group is one
of the top global producers of silver and copper. In terms
intensive.

tonnes of roasted ore has been produced.

The RCR furnace with associated installations has been built
and brought on-line. The guarantee parameters have been
achieved. The RCR furnace operates in the core production
per scrap processing in the RCR furnace allowed the Legniper-bearing materials in anode and RCR furnaces at the level

Selected development projects
Deposit Access Program
In the maintenance and development category, individual

ern quarters of the facility were executed on schedule (In
the tailings segregation and compacting station (the overall

area, the GG-1 shaft is being built, the central air conditioning
system is extended and the main mining pits are built and
-

Copper concentrate roasting installation
The installation has been successfully commissioned and

Program to adapt the technological installations to the
requirements of BAT Conclusions

ing system in shaft furnaces in Legnica were completed. Gas
desulphurisation installation for the Kaldo furnace was start-

PLN 2,516 million

74

58

PLN 2,481 million

6

6
58

727

890

660
[in PLN million]

[in PLN million]

1,683

800

- Development work - uncompleted
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- Development work - uncompleted

conditions and minimising its impact on the environment and surroundings, pursuant to the idea of
sustainable development.

Following are the key achievements in 2019 with respect to strategic programs
and projects being advanced under individual areas of the Strategy in 2019:

Production

line in Poland

production in the Mining Divisions of KGHM, under the KGHM

“Broad-band data transmission in underground mines”.
“Monitoring of utilities - power, ventilation, water”.
“Robotisation of production and auxiliary processes” (construction

“Centre of Advanced Data Analysis (Centrum

The functionality on mobile equipment of basic reporting of monitoring-

of the processes of ore loading and haulage, drilling and bolting.

– To achieve savings through the acquisition of freely-granted energy

continued to advance tasks aimed at reducing energy consumption.
During the reporting period, tasks related to energy and savings were carried
out in the Divisions of KGHM, as a result of which energy savings amounted

(KGHM INTERNATIONAL LTD. Group

on preparing an Integrated Plan, which will comprise a new scope of work,
schedule and costs involving optimisation of the production process and
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Pyrometallurgy Modernisation
conclusion stage.

Metallurgy Development Program

Increasing cathode production at the
to 160 kt/year

was conducted with a positive result, and guarantee parameters were
obtained. A scrap storage facility was constructed, thereby increasing scrap
storage capacity by approx. 1500 tonnes of material.
Permanent starter sheet technology

implementing new technology based on permanent starter sheets for the production

and an economic feasibility study was developed along with a sensitivity analysis
regarding the conversion to permanent starter sheet technology.

Development
Deposit Access Program

Construction of the GG-1 shaft

Procedures were carried out related to the amendment of planning

out.
Access and development tunnels

– Progress on the excavation of tunnels in the main directions towards the GG-1

steel elements was completed along with construction of the power building.
absorbers.

– Construction-mining work in feeder unit no. 1 was completed.

– 15% of the surface-based piping was laid.

– Based on the current building permits, work continued on construction of the

to hydrocyclone technology, with 70% of that part related to thickening
technology being completed.

power building using reinforced concrete.
– Construction was carried out involving architecture and internal installations
for the hall and power building, as well as on the installation of power lines.

and evaluate copper ore deposits

planned to continue.

of additional drillholes.

– Concession-related proceedings are underway before the Minister of
Climate. The Company expects a re-assessment of the submitted concession
applications and the issuance of decisions.

Puck region

salts deposit in the Puck region involved the sinking of another drillhole,

Nowe Miasteczko

international assets
as well as preparatory work aimed at conducting additional exploratory work
and work related to an application to obtain the required environmental
permits.

it was unnecessary to conduct an environmental assessment at the federal
level, which means a positive conclusion to the process of obtaining an

force. The Agency’s decision is a milestone in the development of the Victoria

– As a result of the negative decisions received from the Government of Canada
and the provincial authorities of British Columbia against the granting
only necessary work related to securing existing infrastructure and required
monitoring of the terrain was carried out.

foreseeing the commencement of the process of re-engaging with its

representatives, among others during meetings between representatives

included verifying the block model for the heaped oxide ore which has already
been extracted from the mine and deposited at storage sites. The required

for the heaped ore’s crushing and transport operations more precisely.
Tests involving the leaching of the crushed ore in columns were completed
and required analysis began of the post-leaching material, aimed at developing
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Innovation
CuBR program
million which were selected in the four editions of the competition are being
advanced.

cooperation is to build a Multi-disciplinary Research Centre, aimed at developing
new technology leading to development of the industrial and power sectors in
Poland.

Doctorates Program and university recruitment was concluded under the
second edition of the Implementation Doctorates Program for employees
participated in the Implementation Doctorates Program for employees of KGHM.

technology required to collect and transfer knowledge within the KGHM Group

Work was completed on the construction of a battery-powered, prototype
vehicle with an electric motor and, designed for the transport of people and
surface testing at the Tailings Division.

As a result, a prototype optical microscope system was built to enable the

management processes support system to maintain mine operations and mine
machinery.

version of a new generation system for monitoring screening equipment in the
concentrator division.
– As a result of selection to the KIC Raw Materials KAVA 6 program carried out in
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– RevRis – related to the recultivation of post-industrial terrain.
reagents.

industrial facility inspection system.

trials in the divisions of KGHM, semi-industrial tests of atmospheric, pressurerelated and biological leaching were performed, as well as attempts to recover

Intellectual property

in Canada.
– Protection was received for the word trademark of KGHM by the European
European Union.
– The international procedure was instituted for the word trademark of KGHM

stropowych w kopalniach podziemnych, or Means of controlling roof stability

which enables in particular the monitoring of exclusive rights.
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– An “Invention Market” was held as a means of supporting innovation activities

on long-term instruments

– The opening of a renewable credit line under a working capital facility in the

– The signing of an agreement for an unsecured syndicated credit facility in the

cycle

The Company is engaged in actions aimed at shortening the receivables recovery
period and extending the liabilities payment period. The main area of change
involved factoring and debt collection instruments. An agreement was signed

signed for the utilisation of the debtor registry, in order to minimise the risk of
overdue debt arising.

management in the KGHM Group

As part of the advancement of the Company’s strategic plan to secure against

to the issuance of bonds denominated in PLN with variable interest rates.
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KGHM 4.0 Program

Modernisation of Communications, Removing work stations with unsupported
Implementation of an ECM/BPM-class system, Development of network engineering,
analysis and management systems and access control in an edge computing
goods in transit.

system functionalities have been delivered.

Work commenced aimed at the implementation of BigData with respect to industrial
automation.
Work is underway on integrating industrial programming with respect to the
processing and metallurgical plants.

processes.

Rudna mine the second stage of work was completed, data transmission equipment

procurement.

People and the environment
Program to adapt the technological
installations of KGHM to the
requirements of BAT Conclusions for
the nonferrous metals industry and to

involving the sealing of conveyor belts and belt pulling stations for carrying
copper concentrate, and construction of a gas desulphurisation installation for
the Kaldo furnace was completed.

all planned agreements were signed for turn-key realisation and for the

or is underway, and dismantling and re-assembly commenced. The process of
receiving administrative decisions is underway.

Program to Improve Occupational

initiatives implemented under the previous planning outlook of the Occupational

standard was prepared.

system for controlling access to/egress from Company terrain and individual

with iconographics and numerous articles involving industrial hygiene. The
anti-collision system for supporting mining vehicle operators was developed,

Innovation ecosystem
Innovation is one of the competitive advantages of the KGHM

The development of technology and raising the level of inno-

knowledge it has accumulated over more than half a century
of its operations. Its success is based on rich tradition as well
as on innovation. The company continuously seeks technologies to help it, on the one hand, reduce production costs,
while on the other hand enable higher rates of recovery of
copper and associated metals. The Company is committed at
the same time to the safety of its employees and protection

undertaken by KGHM focus on developing new copper mingies for their processing and for producing end materials.
Research is also conducted to increase automation of mining
the environmental impact of the mining industry.

not only a domestic but also a global innovation leader.

The Company is building its future on the basis of e-in-

innovation and research and development projects,

ing a consistent supply chain, energy savings and

ditures, which currently are at approximately PLN 40 million
per annum. The Company focuses on improving the quality of the tasks it performs and the results it achieves. The

implemented in the short term. The company is not afraid
of ambitious challenges and is undertaking work on cutting-edge technologies, which will change the method and
nature of mining copper in the future.

mercialization potential. KGHM has in place a consistent
management model for innovation and research and

The Company uses its
its image as a global leader in the mining industry.

Innovation
CuBR program
million which were selected in the four editions of the competition are being
advanced.

cooperation is to build a Multi-disciplinary Research Centre, aimed at developing
new technology leading to development of the industrial and power sectors
in Poland.
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Doctorates Program and university recruitment was concluded under the
second edition of the Implementation Doctorates Program for employees
participated in the Implementation Doctorates Program for employees of KGHM.

technology required to collect and transfer knowledge within the KGHM Group

Work was completed on the construction of a battery-powered, prototype
vehicle with an electric motor and, designed for the transport of people and
to surface testing at the Tailings Division.

a prototype optical microscope system was built to enable the rapid

processes support system to maintain mine operations and mine machinery.

of a new generation system for monitoring screening equipment in the
Concentrator Division.
As a result of selection to the KIC Raw Materials KAVA 6 program carried

RevRis – related to the recultivation of post-industrial terrain.

reagents.

industrial facility inspection system.

on trials in the divisions of KGHM, semi-industrial tests of atmospheric,
pressure-related and biological leaching were performed, as well as attempts
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Intellectual property

Protection was received for the word trademark of KGHM by the European
Union.
The international procedure was instituted for the word trademark of KGHM

stropowych w kopalniach podziemnych, or Means of controlling roof stability

enables in particular the monitoring of exclusive rights.

form.

Sustainable development integration

“Protection of human rights, mining with
a commitment to environmental protection,
responsible supply chain management,
and transparency in stakeholder relationships
are crucial for us and constitute a pillar
of our activities in the global market.
At the same time, we create value for our

Lidia MarcinkowskaBartkowiak

Executive Director for Communica-

standards of social responsibility applied
on a daily basis in KGHM is demonstrated
among others by our participation in the

opment aimed at ensuring its stable operation for many
-

foundations for its enterprise and employees and achieving long-term success. The Company wants to make smart
investments in new technologies, innovative solutions, best
available practices and employee development. KGHM Pol-

to our mineral resource safety and to ensuring the comfort of life of our employees and society as a whole as well
as to protecting the natural environment. The Company
operates based on the principles of sustainable develop-

Economy

mineral resource industry has become a global challenge

Environment

As part of its involvement in sustainable development activities,
pean Technology Platform on Sustainable Mineral

Technology Platform on Sustainable Mineral Resources
serves as a think-tank for the resolution of problems
The primary goal of
the Platform is to transform the sector from one which is conservative and less disposed to change into an industry which
is innovative and focused on change and on cooperation

with academia. The Platform acts in an advisory capacity with
respect to commodities policy, which is of such tremendous

comprehensively consistent with the United Nation’s sustain-

1. No
poverty

2. Zero hunger

3. Good health
and well-being

4.
education

5. Gender equality

6. Clean water and
sanitationtions

7.
clean energy

8. Decent work
and economic
growth

9. Industry,
innovation and
infrastructure

10. Reduced
inequalities

11.
and communities

12. Responsible
consumption
and production

13. Climate
actions

14. Life below
water

15. Life
on land

16. Peace,

17. Partnerships
for the goals

and strong
institutions

Impact of each goal set under the 2030 Agenda for Sustainable Development
on the mining industry:

+

–

Weakening

7.
energy

9. Industry, innovation
and infrastructure

8. Decent work and economic
growth
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6. Clean water
and sanitation

13. Climate actions

15. Life on land

-

contact with customers and stakeholders and ending with
responsible waste management to reduce its adverse environmental impact to the greatest degree possible.

mineral resource industry companies – and highly integrated The activities described above resulted in the development
technological chain. The Company independently performs
tasks ranging from deposit exploration, prospecting and raw sented in the diagram below.
materials sourcing, through extraction, production, transport,

Raw materials Extraction
Responsible use
of raw materials
while caring for
natural resources

Rational deposits management
- Intelligent
production solutions-KGHM 4.0

Production

Logistics

Stakeholders

Trade

Tailings

Reduction of the
environmental
product and
organisational
footprint

Reduction of
emissions,
making logistics
structures and
procedures

Customers,
consumers and
partners as
guideposts for
the Company's
standards of
responsible
actions

Trade based

Product life cycles
based on the
Circular Economy
and adherence
to its principles at
every stage of the
value chain

principles

for 2016-2019
2016

2017

–

–

Maintaining membership in the

0% investment activity without a social
dialogue policy
Conclusion and maintaining of longproper sales structure ensuring longterm relations with customers
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n/a

n/a

2018

2019

2016

2017

2018

2019

in building corporate social responsibility
[sponsorship expenses for the purposes of
the Company’s promotion and regional
support. i.e. sports/culture/science]

employee [tonne]
Production of electrolytic Cu per Company /
metallurgical employee [tonne]
Maintaining Cu yields [%]

10.4

-

-

is “People and the Environment”, which relates to, inter alia,
is to grow based on the idea of sustainable development and
safety and to enhance the Group’s image as a socially respon-

of the group of ethical investment indices taking into account
management.

the amount of deduction for donations from the minerals

The company observes the “license to operate” principle regulating such activities. Ultimately, they will be formally spelled
-

the level of the KGHM Group’s employees’ dedication

no legal title, such as a construction permit, etc.
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Financing model
ing in the form of loans from commercial banks and bond
and loans from multilateral institutions, such as the European Investment Bank. Within the group we have introduced
liquidity.

level of the Group’s debt, and provides for the centralisation
ity management involves securing an appropriate amount of
cash and available lines of credit in the short, medium and
long term.

Net debt in the Group

Financing in the Group

Group. Its primary goal is to ensure continuous operations
by securing the availability of funds required to achieve the
Group’s business goals, while optimising incurred costs.
Moreover, the Policy regulates the Group’s borrowing principles, the principles of managing debt and for monitoring the

Liabilities due to:
Bank loans
Other loans
Debt securities
Leases
Free cash and cash
equivalents
Net debt

5,676
-

-

×

7,000

1) Amount includes the impact of implementation of IFRS 16 in the amount of PLN 627 million

Liabilities due to:
Bank loans
Other loans
Debt securities
Cash pooling
Leases
Free cash and cash
equivalents
Net debt
1) Impact of IFRS 16: PLN 509 million

67

5,754

5,576
-

×

-

×

-

504

50
505

Unsecured, revolving syndicated
1.5 billion
a margin, which depends on the level of the net debt/EBITDA ratio.

goals.

investment loans, including from the
European Investment Bank in the

tailings storage facility,

Debt securities in the amount of PLN

The program to issue bonds on the Polish market was established under

Interest is based on LIBOR plus a margin.

goals.

Bilateral bank loans in the amount of

The Group has open lines of credit in the form of bilateral agreements in the

interest rate or on the variable interest rates WIBOR, LIBOR, EURIBOR plus
a margin.
The funds obtained under the aforementioned bank loan agreements are a tool

The aforementioned sources fully cover the current, medium- and long-term liquidity needs of the Group.

Debt position as at 31 December 2019
extent to which they were utilised.

Amount
drawn as at
Unsecured, revolving syndicated
credit facility
Loans
Bilateral bank loans
Debt securities
Total

Amount drawn
Amount
available as at

Amount
drawn as at

1,555
-

+100.0

14,567

100.0%

1) amount drawn includes accrued interest, unpaid as at the reporting date and costs related to entering a syndicated credit facility in 2019
2) amount drawn includes accrued interest, unpaid as at the reporting date and excludes costs related to entering a
syndicated credit facility agreement in 2014, which decrease the initial value of liabilities due to the bank loan

management

-

ble of meeting its obligations with respect to liabilities drawn.
The cash and cash equivalents held by the Group along with

-

maintained and enable the achievement of investment goals.
of free cash and cash equivalents and had open credit

Group continued activities aimed at ensuring long-term
unsecured, revolving syndicated credit facility in the amount

of trade receivables transferred to reverse factoring amountfacility, the two bilateral bank loans and the investment loans
from the European Investment Bank, the Group is obliged to
balance sheet date, as at the date of publication of the Management Board’s Report on activities, the level of reportable

Net debt / EBITDA of the Group
Net debt / EBITDA1)

1.5

1.6

1) adjusted EBITDA for the 12 month period, ending on the last day of the reporting period, excluding EBITDA of the joint venture Sierra Gorda S.C.M.

Cash pooling in the Group

in CAD in the KGHM INTERNATIONAL LTD. Group. The cash pooling system is aimed at optimising cash management, limiting
in the Group.

Opportunities and risks
Comprehensive Risk Management System
in the KGHM Group GRI 102-11
of uncertainty, inherent in the operations, that may result
in both opportunities and threats to attainment of busi-

Group’s activities. Based on the assessment, management
the Corporate Risk Management Policy and Procedure and
the Rules of the Corporate Risk and Compliance Committee

Group, while in the companies of the Group, documents
regulating the management of corporate risk are consistent
with those of the Parent Entity. The system of corporate risk

analysed in terms of their possible limitation. Key risk factors
in the Group undergo in-depth analysis in order to develop a
Risk Response Plan and Corrective Actions. Other risk factors
undergo monitoring by the Corporate Risk Management and
division of the Executive Director for Treasury Operations Corporate Treasurer.
The breakdown of rights and responsibilities applies best
practice principles for Corporate Governance and the generally recognised model of three lines of defence, as shown on

Supervisory Board (Audit Committee)
ways to address them.
Management Board
Has ultimate responsibility for the risk management system and supervision of its individual elements.

1st line of
defence
Management
Managers are
responsible for
identifying, assessing and analysing
risk factors and for
the implementation, within their
daily duties,
of responses
to risk. The task of
the management
supervision
of the application
of appropriate
responses to risk
within the tasks
realised, to ensure
the expected
level of risk is not
exceeded.

Corporate and
Compliance Risk
Committee

Market Risk Committee

Manages corporate risk and
continuously
monitors key risk
factors

Manages risk of
changes in metals
-

Corporate Risk
Management
Policy
Corporate Risk
Management
and Compliance
Department
Reports to the
Management
Board
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defence

Risk Committees

Credit Risk Committee
Manages counterparty default risk

as well as
exchange and
interest rates

Market Risk Management Policy

Audit

Committee
Manages risk of
loss of liquidity,
understood as
the ability to pay
on time and to
operations

Credit Risk Management Policy

Liquidity Management Policy

Executive Director for Treasury Operations - Corporate
Treasurer

Reports to the

The Internal Audit
Plan is based on
assessing risk
and subordinated
business goals,
assessed is the
current level of
risk factors and
the degree
which they are
managed.

Internal Audit
Rules
Executive Director
for Audit and
Control
Reports to the
President of the
Management

– Key risks and their mitigation

GRI 102-15

INTERNATIONAL LTD. Group.

Technology

Value chain

Market

External

Internal
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Risk and description of risk

Mitigation

Category – Technology
(Parent Entity)

Optimum utilisation of infrastructure, maintaining an

parameter and of failure to fully utilise the capacity of
metallurgical equipment to process own concentrate.

advancement of the Metallurgy Development Program

elements of the core production line and failure to
adapt technology to production requirements, which
An important risk factor is the need to maintain the
production of concentrates in an amount and quality
required to optimise the utilisation of the metallurgical
facilities. Exposure to risk is also associated with the need
to ensure required utilities to maintain the expected level
of infrastructure availability.

structure and technology to ensure higher processing
capacity for own concentrates, imported copper-bearing
materials and purchased scrap. Actions undertaken
are aimed at maintaining the availability of metallurgical
equipment at the expected level and improving the
productivity parameters of metallurgical infrastructure, as
well as limiting the negative impact of this risk on KGHM’s
operations.

Category – Value chain
(KGHM Group)

to adopting inappropriate economic parameters related to
forecasts of company results.

prepared by appropriate specialised units and ensuring
the uniformity of operating plans with strategic plans.
Monthly reporting of execution on forecasts in all critical
areas. Regular contacts with and systematic streamlining
of the communication process together with setting
deviations from the expected results of the KGHM Group.

of forecast results, at the same time shortening the time

control these processes.
(KGHM INTERNATIONAL Group)
Risk related to the precision of estimated costs of
decommissioning certain mines.
With respect to risk factors related to the precision of
estimated costs of decommissioning certain mines, there
are questions related to the need to meet obligatory
environmental conditions connected with realistic concepts
for such liquidation.

Estimated costs of restoration and mine decommissioning
based on expert reports and providing guarantees of
future environmental obligations related to the closure
and restoration of mining areas in accordance with existing
laws and regulations.

(KGHM INTERNATIONAL Group)
Risk related to exhaustion of ore resources and reserves
prior to gaining familiarity with the parameters and
characteristics of new planned deposits.
The risk of changes in the evaluation and management
of ore resources involves, among others, geological factors
related to the reliable estimation of resources or mining
conditions. Risk factors related to the limited reliability
and completeness of data, based on which new resource
optimal decisions on advancing or suspending a particular

Preliminary modelling data are collected in accordance
with geological documentation held and prepared based
on existing law as well as reviewed and consulted internally

assumptions being updated. It is a typical feature of
been documented. Incurring expenditures on exploration
and evaluation enables the assessment of ore resources
and research into geological-mining conditions, aimed
at planning subsequent mining activities.

(Parent Entity)
Risk of the inability to store mine tailings.
The KGHM Group is exposed to the risk of a lack

assumed results and may lead to a failure to adhere to the
technological regime for designing and execution. Another
source of risk are external factors in terms of suppliers
of materials and services and administrative bodies,

Operating, building and expanding the storage facility
in accordance with the operating instructions. Cooperation
Designer during the investment process. Applying
observational methods based on assessing
the geotechnical parameters obtained on the basis
of evaluations of the results of monitoring, enabling
a picture of the behaviour of the facility built or operated.

to obtain required administrative decisions. Exposure
to risk is also related with eventual unplanned shutdowns
resulting from infrastructure breakdowns, which could
impact the continuity of KGHM’s operations.

(KGHM Group)
Risk related to the lack of availability of utilities.
The KGHM Group is exposed to the risk of lack of
availability of power sources for its operations. Potential
disruptions in the supply of key power sources is mainly
related to risk on the part of external suppliers and
breakdowns of their distribution infrastructure as well
important involve questions of maintaining operations,
utilisation and investments and modernisation work.

Ensuring that emergency supply systems are in place for
key utilities and conduct ongoing evaluation of security
of grid power supply. Conducting a number of investment

of energy consumption under the implemented, PN-EN

Polish and international assets, among others by partially
satisfying the needs for electricity from its own sources as

and Water under the KGHM 4.0 program with respect to
in Poland.

(KGHM Group)
Risk related to infrastructure breakdowns which disrupt
the core production operations, related to natural hazards
as well as internal factors related to the applied technology.
The KGHM Group is exposed to risk related to the
to meet the needs of the production process. By utilising
infrastructure required to maintain its operations, KGHM
is exposed to the risk of industrial breakdowns resulting
both from natural hazards, i.e. catastrophic natural events

Preventive management of key infrastructure elements
and expert teams of with respect to counteracting
breakdowns of metallurgical infrastructure. On-going
recoveries In terms of ICT (information-communication
reducing technological debt. Gradual replacement of older
architecture standard.

on the KGHM Group (on-going operations, maintaining

(KGHM Group)

services, electricity, gas and water and restoration costs.
The KGHM Group is exposed to the risk of external and
internal factors, such as metals prices, exchange rates,
costs of supply of purchased metal-bearing materials,
TC/RCs, selling premiums and costs of services and
of electricity, gas and water. This risk is also related to the
estimation of costs of provisions for the restoration
of mining terrain based on existing law for the territories
in which the KGHM Group operates.

On-going control of processing costs, monitoring the
market situation, optimising costs, including supplies
of purchased metal-bearing materials, hedging
transactions and management of the net position. Hedging,

multi-year plans and budgets enabling the achievement

Category – Market
(KGHM Group)
Market risk related to volatility in prices of copper and
interest rates.
Market risk is understood as the possibility of a negative
impact on the results of the KGHM Group resulting from
changes in the market prices of goods, exchange rates
and interest rates, as well as changes in the value of debt
securities and in the share prices of listed companies.
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This risk is actively managed by the Parent Entity,
in accordance with the Market Risk Management Policy.
A basic technique for managing market risk in the company
are hedging strategies utilising derivative instruments.
Natural hedging is also applied.

More in section 12.3. Market, credit and liquidity risk
of the Management Board’s Report on activities.

(KGHM Group)
Credit risk related to trade receivables.
The KGHM Group sells some of its products to commercial
entities with deferred payment terms, as a result of which
there may arise the risk of late payments for products
delivered. The companies of the KGHM Group have for
many years cooperated with a large number of customers,

This risk is actively managed by the Parent Entity,
in accordance with the Credit Risk Management Policy.
Exposure to credit risk is limited by evaluating and
credit limits and applying creditor security.
More in section 12.3. Market, credit and liquidity risk
of the Management Board’s Report on activities.

receivables.

(KGHM Group)
Liquidity risk.
Management of the risk of loss of liquidity, understood as

This risk is actively managed in the Parent Entity in
Management Policy.
More in section 12.3. Market, credit and liquidity risk

for operations.

of the Management Board’s Report on activities.

(KGHM Group)
Risk of seismic tremors and associated roof collapses
or destressings of the rock mass, and the occurrence of
uncontrolled rock bursts.

Actions aimed at preventing rock bursts and roof collapses,
such as systematic seismological observations, on-going

The KGHM Group is exposed to the risk of natural hazards

the materialisation of such risk also involves the results
of periodic analyses of the mining situation and the state
of hazard and applied measurement methods. Natural
hazards associated with the underground mining of copper
ore deposits, in particular hazards related to mining

of particular threat of roof collapse. Use of active methods
of preventing rock bursts and roof collapses based on
provoking dynamic events through mass blasting of mining
faces and through blasting to release stress in the orebody
which could handle limited production.

as well as damage to underground machinery, equipment
and infrastructure, along with production downtimes.

(Parent Entity)

leading to restrictions in realising production plans and the

as well as damage to underground machinery, equipment
and infrastructure, along with production downtimes.
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The risk of gas hazards occurring is being assessed and
principles are being developed for working under the risk
of such hazards. Individual employee safety measures
are applied as well as equipment and means for reducing
concentrations of hydrogen sulphides and neutralising
oppressive odours.

(Parent Entity)
Risk related to underground climate risk, which increases
in tandem with increasing mine depth.
KGHM is exposed to risk related to the underground
climate, limiting activities or increasing costs, involving
geological conditions, the temperature of the air sent into
the mines and underground mining conditions.

(Parent Entity)
Risk related to underground water hazards.
KGHM is exposed to the risk of natural hazards and
resulting from breakdowns of the main dewatering

The use of solutions to counteract underground climate
risk using neutral means (e.g. the use of short airways and
directing air from the lowest temperature rockmass, highpersonal air conditioning. The use of shortened working
time.

Research into hydrogeological conditions and water
mining operations pursuant with technology for the safe
conduct of mining operations in underground mines.

to a set schedule. Review and updating of the Rescue Plan
and the piping system, construction of water dams aimed

(KGHM Group)
Risk of failure to uphold air quality standards (including

The KGHM Group is exposed to the risk of negative impact
on various components of the natural environment
resulting from the mining of copper ore, followed by its
processing at all stages of the production process, which
could lead to the breaching of permissible emissions limits.

Undertaking actions under the Air Protection Programs
technological installations of KGHM to BAT conclusions for
the non-ferrous metals industry together with restriction

(Parent Entity)
Risk of restrictions to the ability to sell sulphuric acid (due

Increase the number of internal storage facilities at the

Risk related to macro- and microeconomic factors involving

costs of additional storage. Payments to customers

group of producers or the introduction of additional fees/
legal restrictions. Risk related to unfavourable prices

to manage the acid and utilise it in the Concentrators.

in terms of market parameters for selling sulphuric acid
and lower demand for the product on international
markets, including as a result of the deterioration in the
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(KGHM Group)
Risk of failure to adhere to established principles and
standards of behaviour with respect to counteracting
corruption and with respect to the procurement process
as well as the risk of incurring losses from actions which
are harmful to KGHM.
The KGHM Group is exposed to the risk of actions
which are harmful to KGHM taken by external entities
participating in the processes of procurement, sales
and investment. Threats are in the form of potential
losses by the KGHM Group resulting from the intentional
actions of external entities, i.e. collusion over minimum

factors include threats as regards all types of improprieties
related to breaching anticorruption and ethical standards
by employees of the KGHM Group (such as corruption,

Implementation of the Code of Ethics of the KGHM Polska
of the KGHM Group, and other appropriate policies
principles and values. Meeting global corporate
governance standards and increased stakeholder
expectations, including above all those of customers and

responsible suppliers, especially in the case of acquiring
services acquired by the KGHM Group will not be used to
provided while respecting human rights, labour standards,
environmental protection and counteracting corruption.
Proactive monitoring and analysis of procurement
processes in terms of identifying abuse and threats of
corruption within the organisation and the supply chain,
as well as undertaking actions with respect to ethics and
counteracting corruption along with the implementation
of corrective actions. Internal control with respect to
corruption in KGHM Group entities and the prevention of
such based on the Internal Control Procedure in order to
eliminate risk at the level of prevention.

(KGHM Group)
Risk of changes to laws and regulations (including with

Active cooperation with the academic environment,
which issues opinions on changes to legal acts, and the
on-going providing of positions and opinions with respect

The KGHM Group operates in unstable regulatory

as part of membership of national and international

need for technological and organisational adaptation to a
volatile legal environment may be higher operating costs
or restriction of such activities. The risk of interruptions
to operations or the need to reorganise work due to new
legislation may have a substantial impact on the operations
of the KGHM Group.

the creation of specialised organisational units which
monitor the regulatory environment. Taking preventive
actions aimed at adapting to organisational, infrastructural
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Category – Internal risks
(KGHM Group)
The risk of serious accidents or industrial illnesses caused
by improper workplace organisation, the failure to follow
procedures or the use of improper protective measures.
The failure to adhere to occupational health and safety
rules and procedures, as well as the employment
of persons lacking an appropriate psychophysical
predisposition, could be a source of potential accidents.
Exposure to unfavourable natural conditions together
the high requirements in terms of essential professional
preparation, that employees possess appropriate

possibility of temporary production stoppages caused

image-wise. The KGHM Group is also exposed to the risk
of the working environment on people. Enhanced
exposure to risk is also related to external factors in terms
of sub-contractors and their safety culture.

(KGHM Group)
The risk of lack of acceptance by the public, local
governments or other stakeholders for the conduct of
development and exploration work.
The KGHM Group is exposed to the risk of exposure to
external factors involving the environment in which it
operates and consequently, exposure to changes in the
image of the organisation and its products or services. Risk

A detailed division of obligations between management
providing services to the Company on the other, to ensure
safe working conditions and the proper coordination of
participation of representatives of sub-contractors and
mining oversight authorities. Engaging employees and
sub-contractors in campaigns carried out in the KGHM
of development initiatives based on the idea of sustainable
development and safety and enhancing the Group’s image

consistent with the cycle of self-improvement in order
to continuously seek and prepare for implementation
the catalogue of initiatives aimed at further improvement
“Zero accidents due to human and technical errors”.
Optimisation of health care for employees, in particular
following workplace accidents and systematic searching for
new organisational and technical initiatives to enable the
achievement of a higher level of safety of employees in the

with government bodies. Meetings and negotiations with
stakeholders, informational campaigns, conferences,
publications. Cooperation with academic and sector
bodies and authorities in order to meet the highest
communication-public relations standards.

taking of actions towards the Group. In extreme cases,
the materialisation of this risk may lead to the blocking of
development plans.

(KGHM Group)
advance the Group’s business goals.

potential successors for key positions (including in terms

The risk of not being able to acquire and keep human
resources, among others to support on-going operations

comparison of remuneration packages (including in
Cooperation with schools and universities to promote
employees. Implementation of programs to develop
employee skills and to secure funds for this purpose.
of key skills to advance the company’s business goals.

professions.

(KGHM Group)
informational assets which have been collected, stored or
processed on IT resources may be compromised, as well as
cybernetic threats.
The KGHM Group, due to its well-developed IT structure,
integrity or availability of informational assets which have
been collected, stored or processed on IT resources. The

KGHM Group is exposed to the risk of an unauthorised
loss, change or destruction of critical data and information
as well as loss of the possibility of the operational control
of equipment and systems as a result of cybernetic attacks

Protection Plans. The systematic evaluation of risk loss of
assets which have been collected, stored or processed
on IT resources. On-going monitoring of the usefulness
of existing infrastructure as well as the analysis of and
planning for the implementation of teleinformatic solutions
to increase security, in accordance with global trends and
best practice in this regard. Implementation of security
systems and adequate organisational solutions at various
levels of the company’s infrastructure, aimed at staying
ahead of any decrease in the utility of systems at risk and
minimising the potential losses of the KGHM Group.

could generate the risk of production shutdowns, leading
loss/disclosure of personal data. This risk has a large
impact on the loss of reputation of the KGHM Group.

(KGHM Group)

Improve standards in the management of portfolios
system aimed at supporting the organisation in the

related to the operational management and development
costs, permits and infrastructural requirements.
The KGHM Group is exposed to risk related to the
improper management. The risk of changes in budgets,
schedule, scope and deviations from the expected
a variety of factors of an internal nature involving both
management and supervision. Improperly selected tools
and techniques, lack of established criteria and principles
or adherence to them may restrict or prevent the
of external factors, there remains the question of meeting
legal and formal requirements which could generate
deviations from the assumed schedule, and in extreme

standards and conducting on-going monitoring of progress.
On-going evaluation of the economic feasibility of existing

Market, credit and liquidity risk
The goal of market, credit and liquidity risk management
the short and medium terms and to enhance the Group’s
value over the long term. The management of risk includes
well as its restriction to acceptable levels. The process of risk
management is supported by an appropriate policy, organisational structure and procedures. In the Parent Entity these

Market Risk Management Policy
and the Rules of the Market Risk Committee,
Credit Risk Management Policy
and the Rules of the Credit Risk Committee

,

accordance with the Management Board-approved Credit Risk Management Policy. The Parent Entity serves as an
advisor to the Group’s companies with respect to managing
approach and the most important elements of the credit risk
management process.

Market risk management
Market risk is understood as the possible negative impact on
the Group’s results arising from changes in the market prices
of commodities, exchange rates and interest rates, as well
as from changes in the value of debt securities and share
prices of listed companies.
In terms of market risk management (in particular the risk

- scale and nature of the activities of the Parent Entity and the
mining companies of KGHM INTERNATIONAL LTD.
The Parent Entity actively manages market risk, undertaking
actions and decisions in this regard within the context of the
KGHM INTERNATIONAL LTD. serving as members of the Mar-

Policy in the KGHM Group” which in a comprehensive manner
out by individual Group companies, while its organisation and
coordination as well as the supervision thereof is performed
in the Parent Entity.
Credit risk management in the Parent Entity is carried out in

Group.
The Management Board is responsible for market risk management in the Parent Entity and for adherence to policy
in this regard. The main body involved in performing market
risk management is the Market Risk Committee, which makes
recommendations to the Management Board in this area.

Commodity risk, currency
risk
rate. The Group’s companies are additionally exposed to the risk of volatility
in the prices of other metals. Market risk related to changes in metals prices
arises from the formula for setting prices in physical metals sales contracts,
which are usually based on the average monthly market prices for the relevant
future month.

in metals prices, exchange rates and interest rates (analysis of the impact of

and currencies markets. These analyses, along with assessment of the internal
situation of the Parent Entity and Group, represented the basis for taking
decisions on the application of hedging strategies on the metals, currency and
interest rates markets.

implemented copper price hedging transactions with a total notional amount

transactions were entered into on the copper and gold markets with maturities

currency risk due to the fact that most of the Parent Entity’s sales revenue

In terms of managing currency risk, the Parent Entity applies natural hedging
by borrowing in currencies in which it has revenues. The value of bank and

derivative positions on the metals and currency markets.

to their core businesses by opening derivative transactions on the EUR/PLN

Interest rate risk

Interest rate risk is the possibility of the negative impact of changes in interest
to such risk due to loans granted, free cash invested on deposits, the reverse
factoring program and borrowings.

– liabilities due to borrowings (i.e. due to bank and other loans drawn and leases

issue of bonds in PLN with a variable interest rate.

Price risk related to the
change in share prices of
listed companies

Price risk related to the shares of listed companies held by the Group is
understood as the change in their fair value due to changes in their quoted
share prices.

Result on derivatives and
hedging transactions

The total impact of derivatives and hedging instruments (transactions on
the copper, silver, currency and interest rate markets as well as embedded

Group (on the metals, currency and interest rate markets and in embedded

Credit risk management
Board is responsible for credit risk management in the Parent Entity and for compliance with policy in this regard. The main

Credit risk related to trade
receivables

The Group’s companies have been cooperating for many years with a large
receivables.
The Parent Entity limits its exposure to credit risk related to trade receivables by
limits, using debtor security and non-recourse factoring. An inseparable element
of the credit risk management process realised by the Parent Entity is the
on-going monitoring of receivables and the internal reporting system.

Buyer’s credit is only provided to proven, long-term customers. In the case

registered pledges, bank guarantees, corporate guarantees, mortgages and

To reduce the risk of insolvency by its customers, the Parent Entity has a
receivables insurance contract, which covers receivables from entities with
buyer’s credit which have not provided strong collateral or have provided
collateral which does not cover the total amount of the receivables. Taking into
account the collateral held and the credit limits received from the insurance

The concentration of credit risk in the Group is related to the terms of payment
receivables from 7 of the Group’s largest clients, in terms of trade receivables

of risk, it is considered that due to the availability of historical data and the many
years of experience cooperating with clients, as well as above all due to the
security used, the level of credit risk is low.

Credit risk related to cash
and cash equivalents and
bank deposits

The Group allocates periodically free cash in accordance with the requirements
maximise interest income.
Credit risk related to deposit transactions is continuously monitored by the
Group cooperates, and by limitation of the level of concentration in individual

Credit risk related to
derivatives transactions

All of the entities with which the Group enters into derivative transactions

respect to credit risk arising from open derivative transactions entered into

entities and of their geographical location, as well as taking into consideration
the fair value of assets and liabilities arising from derivative transactions,
the Group is not materially exposed to credit risk as a result of derivative
transactions entered into.

Credit risk related to loans
granted
1 and to the KGHM INTERNATIONAL LTD. Group. Detailed information on

determined by the Management Board of the Parent Entity as moderate.

Management of Financial liquidity risk and of capital
The management of capital in the Group aims at securing
funds for development and at securing relevant liquidity.

management

Management of the Group’s liquidity is conducted in accordance with the

is realised by the Group’s companies, while its organisation and coordination
as well as the supervision thereof is performed in the Parent Entity.

– constant monitoring of the Group’s level of debt, and

The principles of the Policy for managing liquidity of the Company and Group

– an unsecured, revolving syndicated credit facility, obtained by the Parent Entity

– two investment loans granted to the Parent Entity by the European Investment

as well as of investments,
– the bond issue program of the Parent Entity on the Polish market, based

were issued in the amount of PLN 400 million and 10-year bonds
in the amount of PLN 1,600 million.

which was available from all of the above categories, while liabilities of the Group

Management of capital

In order to maintain the ability to operate, taking into consideration the
execution of planned investments, the Group manages capital so as to be
stakeholders.
The Group aims to maintain the equity ratio, in the long-term, at a level of not

Principles of Governance
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Corporate governance
-

-

using electronic means of communication may carry risk fac-

tion devoted to corporate governance

-

-

-

to participate in general meetings using electronic means
-

-

GENERAL MEETING
Audit Committee

SUPERVISORY BOARD

MANAGEMENT BOARD

87

Remuneration Committee

Strategy Committee

General Meeting

-

-

The duties of the General Meeting include in particular:
1.

-

10.

11.
2.
12.

3.

4.

all decisions relating to claims for redress of damage

13.

5.
6.

14.

7.
8.

15.

9.

-
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-

PRINCIPLES OF GOVERNANCE

Shareholders and their rights
-

-

A shareholder is entitled in particular
to the following:
1.

4.

5.

2. to announce draft resolutions during a General Meeting
-

3.

-

6.

Supervisory Board

-

-

GRI 102-18

-

-

-

-
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Audit Committee
-

The composition of the Audit Committee in 2019:

1 January – 31 December

-

-

-

degree of implementation of recommendations made

-

-

-

-
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-

-

istration and completion of post-graduate studies in account-

-

-

operates resulting from many years of employment in KGHM
-

Remuneration Committee

Composition of the Remuneration Committee
in 2019:

1 January – 31 December

-

-

preparing and arranging draft documents and processes to

-

-

-

-
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Strategy Committee

Composition of the Strategy Committee in 2019:

1 January – 10 November

-

11 November – 31 December

-

-

-
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Management Board
The duties of the Management Board include all matters pertaining appointment or dismissing at least 50% of the Company’s employto the functioning of the Company which have not been reserved ees have participated. The election and dismissal of an employby the Commercial Partnerships and Companies Code and the ee-elected member of the Management Board requires an absoStatutes of the Company to the duties of the General Meeting and lute majority of the votes cast.
the Supervisory Board. A detailed description of the Management The Management Board operates based on generally prevailing
Board’s scope of duties and obligations and the manner in which
it functions may be found in the Bylaws of the Management Board.
Management Board to be valid at least two-thirds of the members
- of the Management Board must be present. Resolutions of the
Management Board are approved by a simple majority of the votes
cast. In the case of a tie vote being cast either for or against a givManagement Board lasts three consecutive years. The number
of members of the Management Board is set by the Supervisory deciding vote.
- A detailed list of the matters requiring a resolution of the Manageagement Board and the Vice Presidents. The Supervisory Board ment Board is included in the Bylaws of the Management Board
appoints the members of the Management Board following the
The authority of the Management Board to pass decisions on the
issuance or redemption of shares is statutorily limited. The shares
of the Company may be retired upon shareholder consent through
being given to sec. 5 and sections 7 to 12 concerning the appoint- acquisition by the Company. A resolution of the General Meeting
ment or dismissal of an employee-elected member of the Man- on the retirement of shares may be preceded by an agreement
- entered into with a shareholder. In accordance with §29 sec. 1 point
or issuance of shares requires the approval of the General Meeting.
way shall interfere with their rights arising from their employment The same holds true for the issuance of bonds (§29 sec. 1 point
contract or other legal relationship relating to their functioning 10 of the Statutes of the Company). The Management Board of the
as a member of the Management Board. The result of elections Company does not have the authority to increase the share capiin art. 444–446 of the Commercial Partnerships and Companies
Code.
93

PRINCIPLES OF GOVERNANCE

Appointed as at 6 July 2018

President of the Management Board

-

-

The President of the Management Board is
responsible for:
1.

2.

3.

4.

-

-

5.

-

6.

-

7.

8.

-
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9.

13.

10.

•

11.

12.

supplying and developing information and commu-

•
-

14.

PRINCIPLES OF GOVERNANCE

Appointed as at 24 August 2018

Vice President of the Management Board (Development)

-

The Vice President of the Management Board (Development) is
responsible for:
1.

6.

2.

-

3.

-

4.

-

5.

-

7.

8.
9.
10.
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Appointed as at 10 September 2018

Vice President of the Management Board (International
Assets)

-

-

The Vice President of the Management Board (International Assets) is
responsible for:
5.

1.

2.

-

3.

-

4.

-

6.
-

7.
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Appointed as at 6 July 2018

Vice President of the Management Board (Finance)
-

-

-

-

-

-

-

The Vice President of the Management Board (Finance) is responsible
for:
1.

4.

2.

5.

3.
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Appointed as at 6 July 2018

Vice President of the Management Board (Production)
-

-

-

-

-

Appointed as at 6 July 2018
-

-

The Vice President of the Management Board (Production) is responsible for:
1.

-

2.

-

3.

4.

5.

-

-

-
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Biograms of members of the Supervisory Board
Andrzej Kisielewicz

Chairman of the Supervisory Board

-

-

Leszek Banaszak

Deputy Chairman of the Supervisory Board

-

-

-

-

-

-

-

-

-
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SECRETARY OF THE SUPERVISORY BOARD

-

-

-

-

Józef Czyczerski
-

Ireneusz Pasis
-

-

Bartosz Piechota
-

-
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Marek Pietrzak

-

completed post-graduate studies in accounting and corpo-

-

Agnieszka Winnik-Kalemba
-

-

-

-
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Changes in the Parent Entity’s bodies
Management Board of the Company
-

First, last name

Position

Supervisory Board of the

First, last name

Position

Secretary

And elected by employees:
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GRI 102-35

Information on Remuneration of members
of the Management Board of KGHM POLSKA

-

-

Fixed remuneration is comprised of the following:

-

-

-
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Potentially-due remuneration of Members of the

First, last name

Potentially-due variable

Position

remuneration *1 (PLN thousand)

President of the Management Board
Vice President of the Management Board
Vice President of the Management Board
Vice President of the Management Board
Vice President of the Management Board

3,751.9

-

-

-

-

-

-
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visory Board for accepting a position or serving in a function in
-

-

-

Information on remuneration of
Supervisory Board Members
-

-

-

-

Remuneration system for
Key Managers
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Diversity policy applied to the administrative,
management and supervisory bodies
of the Company
-

-

-

-

-

-

-

-

Supervisory Board and Management Board of KGHM Polska

GRI 102-22

1

1

8

4

Men

Men

Management Board of KGHM

Structure of age diversity

Management Board

2

2

3

2

-

4

1

-
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Management Board

7

-

-

2

4

-

-

1

Organisational structure
Corporate structure of the KGHM Group

GRI 102-5

-

-

-

GRI 102-45

KGHM TFI S.A.

CBJ sp. z o.o.

KGHM CUPRUM
sp. z o.o. – CBR

KGHM VI FIZAN
Fundusz Hotele 01

BIPROMET S.A.

Fundusz Hotele 01
Sp. z o.o.

Interferie Medical SPA

KGHM VII FIZAN

KGHM (SHANGHAI)
COPPER TRADING CO., LTD.

“MCZ” S.A.

Sp. z o.o.

sp. z o.o.

KGHM ZANAM S.A.

TUW-CUPRUM /2

OOO ZANAM VOSTOK

Cuprum Development
Polska Grupa Uzdrowisk

w likwidacji

Uzdrowisko Cieplice

NITROERG S.A.

w likwidacji / 1

in liquidation / 1
KGHM INTERNATIONAL

PRINCIPLES OF GOVERNANCE

KGHM AJAX
MINING INC.
KGHMI HOLDINGS LTD.

Sugarloaf
/2

DMC Mining Services
Chile SpA
Quadra FNX Holdings
Partnership
Raise Boring Mining
FNX Mining Company

Aguas de la Sierra Limitada

Wendover Bulk
Transhipment Company

Quadra FNX Holdings
Chile Limitada

Robinson Nevada
Mining Company

Sierra Gorda
/1

Carlota Holdings Company

DMC Mining Services
Corporation

Minera Carrizalillo
Limitada
KGHM Chile SpA

Sociedad Contractual
Minera Franke

DMC Mining Services
Colombia SAS
DMC Mining

PRINCIPLES OF GOVERNANCE

Organisational culture

-

-

-

-

-

-

[

GRI 102-16

-

1

Human capital is our crucial and most

2

3

-

and trust are of crucial importance
-

stone is cultivating relations predicat-
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do not tolerate

foundation

employee
standardy

environment and

pracy

Company rules and

y
information
protect personal

konßiktu
interesu

y
our Company’s

tolerance for

products and

.

nam mieniem

o-

GPW

y

e
development of our

of Best Practice on

y
u

i

and international
i

-

-

-
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-

-
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-

-

-

GRI 102-16

GRI 102-17

-

important principles related to counteracting corruption in
-

-

-

-

-

-

-

-

-

Security and Loss Prevention System in the KGHM
GRI 102-17

standardisation

of

procedures

and

processes

and control activities and implementation of corrective

-

1.

-

2.

Regular meetings and training sessions are organised for

-

-

-
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1.

2.

-

-

The Code of Ethics of the KGHM

-

-

-

-
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-

-

-

-

-

-

Ethics Committees in the

tions in response to reports on irregularities consisting in vio-
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The Procedure of Disclosing Irregularities
and Protection of Whistleblowers in the KGHM
-

-

-

-

-

-

-

January 2018
Establishment of the Security and

June 2019
Opening of the Whistleblower Platform (onJune and July 2018
Adoption of the Code of Ethics and the
Code of Conduct, implementation
of the Anticorruption Policy
and the Corruption Threat Prevention

September 2018
Implementation of the Procedure of
Disclosing Irregularities and Protection of Whis-

October 2018
Appointment of Ethics and Anticorruption
Representatives in the KGHM

November 2019
Launch of training

companies and establishment of the Ethics

PRINCIPLES OF GOVERNANCE

1

2

3

Anticorruption Policy in the KGHM

-

-

-

-

-

-

-

-

-
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Corruption Threat Prevention Procedure

-

-

-

-

-

-

EMPLOYEE

ETHICS AND
ANTICORRUPTION

SUPERIOR
proposing an employee

SUPERIOR
decision to admit an employee

the Procedure)

-

– family and social connections
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Procurement Policy of the KGHM Polska

-

-

-

-

-

-

-

-

-

-
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Procurement Process Control Instruction of the
Supply Chain Security Department of the
-

-

-

-

Anti-Abuse Procedure of the KGHM
-

-

-

-

-
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Anti-Abuse Procedure of the KGHM
-

ics and Anticorruption Representative conducts preventive
-

-

Personal Data Protection Policy in

-

-

-

-

-
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-

-

-

Internal Audit Rules (for Ethics) in

-

Internal Control Procedure of the Security and Loss
-

-

-

People and the environment
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Investments and their impact on local
communities
Our investments are a very important element of economic growth and their implementation contributes to the improvement
of living and working conditions of local communities. We provide stable employment to more than 34 thousand people on
four continents: in Europe, South America, North America and Asia.
The Management Board of KGHM has been pursuing the
sustainable development policy for years, among others by
cooperating with municipalities in the Copper Basin in their
development strategies, supporting their growth through budget to cover the costs of children’s summer and winter
payment of taxes or hiring residents of local communities. It
has also entered into several social agreements whose pur- Our investments are a very important element of economic
pose is to increase the living standards of residents. The Com- growth and their implementation contributes to the improvepany’s representatives participate in meetings and sessions ment of living and working conditions of local communities.
of City and Town Councils, and in events organized by local We provide stable employment to more than 34 thousand
governments. Every year, mayors of municipalities, towns people on four continents: in Europe, South America, North
and cities participate in festivities organized to commemo- America and Asia.

year.
–

The social trends and their development are incorporated in the strategy pursued by the copper giant as one of the key

–

–

thousand. In both cities, the money was allocated to the support for health and social programmes.

KGHM also pursues the “Good neighbour”
policy abroad, in the communities
surrounding its facilities in Chile, the USA
and Canada.
128
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It has successfully conducted a dialogue with municipalities of the Sierra Gorda Copper
Basin in Chile in connection with the extension of the company’s mining concessions and
mitigation of the impact of the investments on life and health of the local community.
KGHM has been consistently developing cooperation with
local business. We are a stable partner caring for the highest
standards in relations with business partners. We are fully
economy and community. This is why we conduct an ongoing analysis of the regional market, which produces regularly updated lists of eligible suppliers and manufacturers that
meet our requirements. We also regularly monitor customer
satisfaction levels. This allows us to improve the existing procedures and increase the transparency of our cooperation

with businesses, also with respect to ethical values important for our company. The numerous measures we take
to ensure safety and professional growth of our employees
and collaborators go far beyond the existing legal requirements. Through transparency of all processes, we are not only
a friendly neighbour to the community that gives us a “license
to operate” but also a trustworthy partner for investors.

Business breakfasts of the KGHM
Management Board with local government
representatives from the Copper Basin

business breakfasts in 2019, attended by the Management Board of KGHM and representatives of local

Basin in 2020” on November 7th.

will match the needs of the residents of the Copper Basin region.
action within the framework of social dialogue
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Cooperating with local communities in the KGHM Polska

KGHM continued cooperation under the Agreements with the

wish to commence cooperation for the development of
electromobility in the Copper Basin region, was signed at
the conference.

of funds in 2019 to perform co-funding tasks in the following
areas: recreation for children, healthcare, spa treatment for
adults, revitalization of parks and recreational areas, cleaning
ditches, securing rivers, protecting soil and crops against the
harmful impact exerted by industry and protecting cultural

Bearing in mind the successful cooperation between KGHM

continued calling for cooperation in the following areas: organizing and co-funding summer and winter recreation for children and youth, healthcare, protecting soil and crops, identifying alternative heating solutions, wider Internet access and
improving mobile telephone coverage, supporting the preparation of recruitment processes conducted by KGHM and

Legnica for health and social programs serving the local communities.

Basin to date, actions for health, ecology and healthy lifestyle
promotion for residents of the region were continued.

the following actions: outpatient clinics, including the opening
of a nephrology outpatient clinic, sessions in a salt grotto for
primary school pupils, promotion of a healthy diet, sporting
-

- and shrubs.
struction of the GG-2 shaft was also continued. In October
2018, a Memorandum of Agreement was signed in which, The Legnica Urban Municipality received a donation for the
following actions: the “Healthy Legnica” program aimed
municipality, KGHM provides health care and recreational at propagating a healthy lifestyle and education as well as
to increase the availability of medical care to residents of Legcards to residents.
nica.
In 2019, numerous meetings with Mayors of cities, towns and
municipalities and councillors from the Copper Basin were in the form of cash donations: preventive examinations for
held, also in the form of business breakfasts between the lung, thyroid diseases, diagnostics of prostate cancer, USG
KGHM Management Board and local government authorities, breast exams, promotion of a healthy diet, sporting and culwhere the role of cooperation between KGHM and local gov- tural activities for children, youth, adults, and the elderly, proernments for building a strong brand of the region, the Com- vision of additional equipment for the hospital, schools, and
pany’s actions on behalf of environmental protection, electromobility, power engineering, and sponsorship initiatives
were presented. In May 2019, KGHM organized a conference KGHM also sponsored swimming lessons for over 700 chilwith local governments with the aim to explain the budget dren from the Copper Basin region. Conferences and meetcreation mechanisms and the budgeting rules at the local ings as part of the Copper Basin social strategy, co-funded by
government level. The issue of electromobility was taken up KGHM and local governments, focused on the family foster
at the conference for local governments held in November.
lems in the Copper Basin. A research, prevention and training
is improved quality of residents’ life as a result of, among “Integrated prevention as a response to the developmental
others, air pollution and noise reduction as well as bet- needs and problems of teenagers in the Copper Basin”. The
ter availability and comfort of transport. A Letter of Intent, conference was preceded by a series of 12 workshops for
where KGHM and local government units expressed their local governments.
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In 2019, work continued on securing existing infrastructure
and terrain of the Victoria project, as well as preparatory work environmental impact was properly described in the project
aimed at conducting additional exploratory work and work description, and that the methods applied in the project for
related to an application to obtain the required environmental permits. On 27 June 2019, the Canadian Environmental Agency’s decision is a milestone in the development of the
Assessment Agency decided that it was unnecessary to con- Victoria project.
duct an environmental assessment at the federal level, which
means a positive conclusion of the process of obtaining an

In December 2017, the Ministers of Environment and of
Energy, Mines and Petroleum Resources of British Columbia
(provincial authorities) decided against the granting of an

In 2019 only necessary work related to securing the existing infrastructure and the required monitoring of the terrain
was carried out. A strategy for further action in respect of the

In June 2018, the Government of Canada, through the Governor-in-Council (Cabinet) issued a negative decision regard-

decision by the project’s partners to commence the process
of re-engaging with its stakeholders, aimed at improving relations with First Nations and the local community. Under this
strategy, talks were held with First Nations representatives.

through the environmental impact assessment process, and
al governmental agencies, First Nations and a broad spectrum of stakeholders, including thousands of local citizens.
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Environmental actions
sible companies, acts to reduce its impact on the environment as far as possible.
The sustainable development concept, including in particular
conservation of the natural environment is one of the most

In pursuing the slogans and values presented above, we are
also guided also by an awareness of our responsibility not
only at present but also in the future. Therefore, as regards

of satisfying the demand for copper and other metals in connection with the growing human population.
The above indications make us look for solutions serving the
purpose of providing products but also protecting the environment for both the present and future generations.

-

as well as the Communication from the European Commisnancial reporting: Supplement on reporting climate-related
implementing many of the recommendations indicated in
the abovementioned documents for a much longer time, following the path of sustainable, environmentally responsible
development.

It is estimated that the global
population will exceed 9 billion
in 2040 with the simultaneous
awareness of the Earth
increasing year by year.

We care for the natural environment
minimizing our adverse impact.
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Natural capital
would not be possible without the awareness and identiUsing the

Building on the idea of sustainable development as regards
using the natural capital, the actions taken in the KGHM
Group were arranged into three thematic areas:

it was determined that the natural capital of the KGHM Group
included those natural resources serving as the source of

water and sewage management,

non-ferrous metal ores, sodium and potassium-magnesium
salts, organic or mineral aggregates, and petroleum prod-

tailings management and implementation
of the circular economy idea
protection of climate and air.

es in Earth’s climate as a result of the increase in the average
temperature on our planet, which has been observable since
the beginning of the industrial era. It is also aware of the fact
that the main cause of this process is the growing emission

of these gases, consisting in their emission being balanced
by the level of assimilation, which was observed earlier
in the human era and analysed for the preceding periods. This
has resulted, in particular in recent years, in increased dynames. It is illustrated, for instance, by the considerable increase
in temperatures over a year and the resulting occurrence

average annual temperature, decrease in the average precipitation, and further lowering of water tables as well as the
pursues its business activities.
The KGHM Group is commencing work on slowing down

leader in reducing GHG emissions until full climate neutrality

pursuing the UN’s sustainable development goals provided
from its sense of responsibility and the sustainable
manner of performing its business activities

These actions will ultimately be performed by the KGHM Group in a fully systematic manner, as recommended in the Commu-

commenced work for the introduction of the resulting systematic actions and reporting method.

the short, medium, and long term as well as in the entire value chain of the KGHM Group.

The short term would be understood as the timeframe of
the current business strategy of the KGHM Group,
the medium term would be understood as the timeframe
until 2030, i.e. the year of meeting the emission targets set
ing to etCO2
from the non-ETS
2
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It was established that the KGHM Group does not and will
not have a very high direct impact on climate in the reported
and future periods. In spite of the above, the indirect impact
might be adverse and noticeable. It was determined in terms
of the Group, as raw materials, go to the sectors exerting a
regulations and additional burdens imposed on these sectors in connection with greenhouse gas emissions might

PEOPLE AND THE ENVIRONMENT

Looking at climate changes from a broader perspective, the

In accordance with the best available techniques “BAT”
conclusions for the non-ferrous metals industries pub-

the related physical risks both in terms of acuteness and

KGHM initiated investment processes in order to adapt
the installations to the requirements of the conclusions
and thus a further reduction of emissions and the adverse
environmental impact.

process. In terms of a long-term physical risk, this aspect is
associated primarily with the lowering water tables in rivers

The KGHM Group is preparing a climate policy which will
be a systemic solution for implementing the Communication of the European Commission being Guidelines
-

Oder river.
It was also determined that the risk of electricity and other
energy carrier supply interruptions due to rainstorms and
-

In spite of the above, it must be stated that the KGHM Group

-

ment.

•

•
•

increase in the use of energy from renewable sources,

•

minimization of actions in regions exposed to a longterm or acute physical risk,

and report carbon emissions and the purchase of emis- •
sion allowances, builds the awareness of the system’s
disposes it to seeking and implementing low-emission
solutions. Therefore, as regards metallurgical processes, KGHM has reduced CO2 emissions by changing the •

increase in the percentage of products related to activi-

These statements are made by the KGHM Group based on
the following facts:
The Company’s participation in the European emissions

as regards energy-releasing fuel combustion, it utilizes

the new Green Bonds taxonomy announced on 19 June
2019.

The KGHM Group has taken and will continue to take its own actions for climate
and ambient air protection without any regulatory enforcement.
Water and sewage management
The KGHM Group considers water one of the most import- 3.
ant components of its natural capital. It also assures that it
strives to consume water and close its circulation in a manner
-

1.

The conditions set forth in any water-law permits
obtained for the purposes of operations permitting the
use of the environment with regard to water and sewage
management are complied with. The conditions set forth
in the permits are consistent with the EU and domestic
law.

2.

The equipment is operated in accordance with the
requirements and ensures that the adverse impact on
the environment is minimized.
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In addition to the above, the KGHM Group has for many
years conducted and will conduct a series of its own
activities, non-forced by legal regulations, aimed at the
optimization of water and sewage management. This
serves mainly to limit water consumption in the produc-

S.A. has introduced the circular economy at the Concentrators. Surplus water is discharged to the Oder, constituting an important element of regulation of the level of

4.

A detailed picture of the above activities conducted by
the KGHM Group in 2019 is presented below in this section.
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Water management and pursuit of the circular
economy idea
Aiming at a circular economy is one of the priorities of the

welcomed the roadmap published on 24 September 2019

•

•

KGHM has for many years been pursuing the approach
its development. The Group bases this assertion on the following facts:
The extraction of copper ore, followed by its processing at
all stages of production, is inextricably linked to its impact
on various aspects of the natural environment. The minimization of this impact is possible due to the implementation of circular economy, which contributes to environmental protection, improvement and development of
KGHM’s industrial installations. In order to quantify the
above, the KGHM Group constantly monitors data related
to the environmental impact of its operations. The Group
complies with all requirements resulting from regulations
and best practice standards with regard to environment
protection, and to a large extent takes proactive steps in
this respect. In order to quantify the above, the KGHM
Group constantly monitors data related to the environmental impact of its operations. The Group complies with
all requirements resulting from regulations and best practice standards with regard to environment protection, and
to a large extent takes proactive steps in this respect.
as the value of products, materials and resources in economy sustained as long as possible and waste production
reduced to a minimum, aiming at the development of sustainable, low-emission, resource-saving and competitive
economy. It also accepts and wants to pursue the European Union goals thanks to circular economy: savings

tons by 2030.

2

economy. Therefore, it wants to identify all possible activof resource utilization and reducing waste production.
Key elements of building circular economy in

innovation, strengthening of cooperation between
the Company and science sector, and consequently
implementation of innovative solutions related to circular economy,
participating in the growth of the market for secondary metallic raw materials and increasing the share of
such materials in production,

•

minimizing the volume of post-production waste to
residual waste levels,

•

seeking and implementing solutions that allow utilization of waste storage sites as secondary deposits.

The idea of creating circular a economy is put into practice
in the KGHM Group in the following groups of actions:
•

economic utilization of rock forming minerals, as

applications in construction, road building and agriculture,
•

full reclamation of post-production areas,

•

development and implementation of environmen-

•

utilisation of heat energy contained in the mined
deposit,

•

development of the Company’s own research
and development activity towards a circular economy,

•

a circular economy,

•

research and development within the Horizon Europe
program towards a circular economy,

•

development of the Company’s own investments
towards a circular economy.

introduced by the amended waste act, which include:
system for waste storage and disposal sites and measures
to secure claims to cover costs of removing negative envi-
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regulations, aimed at the implementation of a circular economy. An overview of these activities for 2019 is presented
below in this section.
The aforementioned activities in three thematic groups related to natural environment protection and minimization of inconKGHM energy policy, which set the highest ecological and environmental standards for the Company.

GRI 102-11, GRI 102-12, GRI 103-3

Care for the natural environment is combined with the business model, in which throughout all its constitutive segments
– from exploration to restoration – standards are applied to ensure safe and environmentally friendly business operations.

regarding the use of the environment

Maintenance of fully operational equipment
protecting the environment.

Monitoring technical developments to reduce
the industry’s environmental impact and applying
new solutions as required and possible.

increase in the share of managed waste in the total waste amount.

Ongoing cooperation with the local community

Cooperation at the Ministry level
in the implementation of the state's environmental policy.

Cooperation with the European mining
and non-ferrous metal industries through trade organizations
while devising EU documents
regarding environmental protection.
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cannot and does not want to avoid its responsibility for the

-

means that their operations are safe to the employees and
nection with the coming into force of a new edition of the

-

Formal status and environmental fees

-

2

2
]

2

1600

1200

1 714

2016

1 539

2015

1 489

2012

1 508

1 519

2011

1 678

1 521

2010

1 532

1 470

2009

1 476

1 482

1 481

1 492

1 466

600

1 407

1000

200
0

2005

2006

2019

1) ETS – European Union Emission Trading Scheme

2

were settled by freely-ac2

2

2

comprised payments for water intake and waste discharge

advanced investments aimed at limiting emissions of atmo-

installation meeting emissions standards compliant with the
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P

P

-78%

-71%

over the last 20 years

over the last 20 years

250

250

200

200
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150

100

100

50

50

3.09

0
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1995

2000

2005

2009

0

2019

-

6.13
1990

1996

2000

2002

2012

2019

sia on the commenced enforcement proceedings to enforce

-

-

-

-

Measures reducing environmental footprint
GRI 103-1, GRI 103-2

In addition to the fees described above related to its environ-

-

as follows:
the advancement of investments involving the need to
2

-
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Emissions from KGHM Polska Miedź S.A. plants
P

-81%

SO2 emissions
by KGHM Polska Miedź S.A.

-83%

Dust emissions1)
by KGHM Polska Miedź S.A.

Reduction of emissions
over the last 10 years

[tonnes]

P
Reduction of emissions
over the last 10 years

[tonnes]

12 000

80 000
70 000

1 Start-up of sulphuric
acid plant

1

10 000

60 000
8 000

50 000
2

40 000

2

6 000
3

30 000

Start-up of desulphurisation
installation at Głogów
smelter/refinery

4

SOLINOX – start-up
of flue gas treatment
installation
3

4 000

Start-up of 4
flash furnace

20 000
2 000

10 000
0

931.8
1985

1990

1992

1994

1996

2000

2002

2010

0

2019

75.1
1985

1990

1992

1994

1996

2000

2002

2010

2019

1) Other dust (without metals) from the production of non-ferrous metals, including PM 2.5 and PM 10

Projects and activities conducted in the KGHM Group
in 2019 with respect to water and waste management activities included mainly water rights permits. They were obtained
by all domestic companies of the Group, except for one.
The company Uzdrowiska Kłodzkie S.A. – Grupa PGU does
not hold a water rights permit for the discharge of post-bathing water for Zakład Przyrodoleczniczy in Polanica-Zdrój.
Because of this the fee paid by the company for the discharge of such waste water is 500% higher. There is also no
water rights permit for the discharge of excess mineral water
from the “Pieniawa Józefa I” and “Pieniawa Józefa II” inlets.
The discharge of this water to the river is not subject to fees.
In order to resolve the formal and legal aspects of this situation,
in terms of obtaining legal water rights for the discharge of the
aforementioned water to the river, the company is engaged
in discussions with Town Hall, as the owner of the sewage
system. The company is also awaiting the issuance of a water
rights permit for the discharge of water following bathing
for the unit Zakład Przyrodoleczniczy and the discharge
of excess mineral water from the “Górne” inlet in Kudowa-Zdrój.
In October 2019, the company appealed the decision
received, due to the classification of unutilised mineral water
from the “Górne” inlet as industrial waste.
The discharge of industrial waste from Mineral Water Bottling Plant no. II in Polanica-Zdrój to the municipal sewage
system has not been regulated by law. The Miejski Zakład
Komunalny (municipal services office) in Polanica-Zdrój did
not respond to the company’s request for the clarification of
conditions for the discharge of industrial waste to the municipal sewage system due to the lack of a signed agreement.
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The company is considering building a waste treatment plant
on the grounds of the bottling plant.
Apart from the fact that the vast majority of companies
in the Group hold water-law permits and besides the closing
of water circulation in the Ore Enrichment Plant and discharging of surplus water to the Oder, in 2019 the KGHM Group
conducted in the CuBR Joint Venture the project called “Innovative technologies of limiting the migration of salt-containing underground waters to surface waters in the vicinity of
the Żelazny Most Tailings Storage Facility.”
Waste management and the implementation of the idea
of circular economy constituted in 2019 one of the major
directions of pro-environment activities for the KGHM Group.
They can be divided into implementation/investment works
and research and development works.
The Polish companies of the Group operate in compliance
with environmental laws. Companies which are required to
do so hold valid environmental permits, with a single exception related to the water and waste management area, which
is presented in the relevant section.
The largest investment project of KGHM Polska Miedź S.A.
completed in 2019 and aimed at implementing the circular
economy concept was the start-up of the RCR (Revolving
Casting-Refining) furnace for recycling smelting
of copper in the Legnica Copper Smelter and Refinery.
The furnace meets the highest environmental protection
standards and is equipped with the latest process gas
treatment installation. The investment optimizes utilization of the existing infrastructure; it will reduce per-unit
cost of production and at the same time will considerable increase the use of recycled copper in KGHM Polska Miedź S.A. The operation of the furnace was officially
opened on 28 June 2019 by the Polish prime minister,
Mateusz Morawiecki.
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- As a leader of the Polish economy, we are responding to the challenges of a turbulent world. Copper production based mainly
on scrap metal is an example of a circular economy, which is
an inseparable element of the Company’s sustainable development. It is the largest investment in the history of the Legoutlays, but mainly because of the huge technological leap for
this Division. It will be transformed into a hybrid smelter with
growth prospects for the coming years. It is a step towards
sourcing raw materials from recycling processes.

Construction of the RCR furnace in numbers /
The excavation under the furnace was 13 meters deep in some places
11 thousand m³ of soil was removed from the site

Materials used:
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- In 2019, implementation research was also conducted
ronmental initiative and an element in the development of
a circular economy is the manner of conducting the extension
a component of hydraulic ash and lime binder – waste
- •
to increase dam height without acquiring additional land.
It will serve as a tailings storage facility as well as a future
circular economy reservoir. In 2019, the Tailings Segregation •
and Thickening Station became an investment supporting
cess. The investment assumes implementation of the compaction technology for the tailings remaining after the completed ore enrichment process. This solution will result in a •
reduction of the water circulating between the Ore Enrich-

properties comparable to those of hydraulic lime,
aggregate and binder for road construction – it has
been demonstrated that aggregate may be produced
from waste using the agglomeration method after silica
and clay sludge are added,
some concrete and mortar – sandstone waste can
be used to produce cellular concrete and carbonate
met the required standards,

the possibility to deposit the entire stream of waste within •
ity due to the smaller quantity of water, and the possibility
to eliminate a considerable part of the water circulatng

With respect to metal recovery, partial sampling was conduct-

With respect to the economic use of rock-forming minerals,
ings were and are used to build the dams of the facility, and
tank in the facility. About 18 million tonnes of processing tailings were used in this way in 2019.

•

of natural materials have been obtained,
for production of mining concrete – tests were
conducted using waste as a mineral powder for bituminous mass, to increase the granulation of cement-stabilized soil layer, as an additive to frost-resistant layers,
to construct embankments, to build into the road underlying base – research showed the potential for this waste
of using relatively small additions of waste in other applications.
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are considered to be the most interesting directions for the
3

of circular economy:
•

production of innovative materials for the construction
industry,

of waste could be managed annually
3

conducted in 2019 research and development activities relatticipated in research done by the KiC Raw Materials platform,
2020 and Horizon Europe.

tation tailings. Work was also carried out to develop technologies for the recovery of metals from copper ore smelting
slag and to use them in the production of microelement-enriched fertilisers.

Comprehensive technology for using the carbonite part

•

•

•

Innovative technologies of limiting the migration
of salt-containing underground waters to surface waters

mine tailings in KGHM’s underground mines,
Multi-technologies for recovery of useful components.

programme carried out by the European Union, allowed
-

As part of the KiC Raw Materials studies, research work was

pillars is the implementation of a circular economy.

reagents.
were studied in 2019 in connection with the implementation

Measures reducing the environmental

also conducted activities related to protection of the environfocused on monitoring air and water quality, waste manage-

on acquiring required permits and environmental monitor-

the permits to use the environment. At the Carlota mine
in the USA, activities were mainly related to mine decommissioning and environmental monitoring – total expenditures

Financial resources for mine
decommissioning
and restoration of mining areas
to purchase government environmental bonds in the amount
of the estimated provision for decommissioning of mines
and technological facilities.

liabilities under liquidation and reclamation of mining areas.

Apart from operating activities, it should also be noted that

this reason, in 2019 it participated in the RevRis program exe-
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requirements
KGHM is a member of six international consortia created to
so-called REACH Regulation. In 2019, cooperation with the
consortia involved adaptation to changes in REACH require-

cation of substances, assessment and authorisation. These
changes are to be introduced smoothly, which is why the
REACH consortia will continue to function.

Energy Policy of
energy management and pro-climate activities is to implement a rational energy management programme while pany, as well as other persons and entities performing tasks
ensuring the security of energy supply to the facilities and for its needs.
installations of the Company’s core production line. The process of implementing the international standard of energy
- the application of the accepted Energy policy, has resulted
in introducing a number of regulations and taking actions
to ensure that energy management is rational, legal and
includes, among others:
•
ment System. In performance of its guidelines, the Company
•
is committed to:
•

•

•

rules of conduct in the investment and procurement
process,

provide the resources necessary to achieve the planned

performed in accordance with the approved methodology,

in compliance with legal regulations as well as other •
requirements related to the consumption of energy,
•
create desirable attitudes, build awareness and constantly improve the skills of the Company’s employees

implementation of the regulations: Legal and other
uation of their conformity for purposes of the Energy

prevent waste in the area of energy consumption,
cooperate with partners and suppliers in procurement
as an important selection criterion.

-

granted in September 2017. At present, the work is under way

-

-

of energy audits are avoided, which must be performed

Management System is in place as imposed by the Energy
- also reduces the costs related to the purchase and consumption of power utilities. In 2018, related savings amountsumption optimization process.
ed to approx. 104 GWh of energy. The Company plans
to achieve further savings by 2020. At the same time, the Company reduces greenhouse gas emissions, thereby reducing
the cost of buying CO2 emissions rights. Most importantly,
the implementation of standards and improvement of procedures improve occupational safety and increase employees’
skills.
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and Environmental Hazards Prevention
Program

the inhabitants of the Copper Basin with a special focus on
children and young people through the implementation of
tasks such as:
•
•

•
•

prevention and health trips to mountain or seaside spas •
as part of the “Green School” program,
year-long rehabilitation and sports activities at a swim- •
ming pool,

tests monitoring the presence of lead in blood,
tests monitoring the presence of arsenic in the bodies
of the region’s inhabitants,
environmental education combined with promotion
of health.
-

Social engagement
The rules:

countries – because of that, our activities related to social
issues is particularly important. KGHM works continuously to
improve its relations with the environment, striving towards
harmonious cooperation. Cooperation with social partners is

•

Compliance with the regulations of the commonly

•

Compliance with both the obligations contemplated
in the agreements, and verbal promises made to our clients, suppliers and social partners.
Reliable performance of assigned duties.

by the company. It also contributes to reducing social risk in •
the activities of KGHM. Social dialogue mechanisms are a nat- •
ural extension of the business activity which, due to its large
scale and character, impacts the quality and standards of life
of the residents. The pillars of the KGHM’s corporate social •
responsibility include CSR programs, activities of the KGHM

companies of doubtful reputation.
bility for the quality of its products and services.

-

In its relations with clients, employees, external partners and
-

ciples of ethical conduct in the relationships with its partners.

it operates.
The Group also complies with voluntary obligations resulting from ISO and ASTM standards as well as from membership in international organisations such as International

high ethical standards not only by its own employees, but also
by its business partners who are provided with and obliged

Eurometaux, Euromines, the London Bullion Market Asso-

-

the principles of accepting/giving gifts, gratuities and busiobservance of the “zero tolerance for corruption” principles
in mutual relationships. It puts special focus on transparency
of transactions. It monitors the supply chain and product life.
evaluated with regard to corruption risk. Business is conducted only with entities of proven reputation. Thanks to appropersonal data of partners as well as commercial, technical or

participate in undertakings which involve breaking
the law and pose a threat to its reputation.
144

PEOPLE AND THE ENVIRONMENT

S.A. Group. Its purpose is to establish the operational framework for the system to ensure compliance with the competition laws prevailing in all the countries of its operations,
including:
rules of conduct in the investment and procurement process,

standards of production and business ethics. We are guided by those principles across our value creation chain, which
S.A. Group. The awareness that the selection of responsible
is of key importance for conducting activity oriented on sustainable development. The foregoing issues are regulated in
to guarantee the selection of only responsible suppliers,
but also to ensure that the goods and services procured do
or provided in compliance with basic human rights, labour
standards, standards of environmental protection and preventing corruption.

performed in accordance with the approved methodology,

implementation of the regulations: Legal and other
ation of their conformity for purposes of the Energy Man-

ance with LBMA Responsible Gold Guidance and the LBMA

In order to ensure compliance with the due diligence princian internal system of responsible supply chain management
which is comprised of the scope of the system’s application,
the system’s organization, the participants of the process, the
criteria for acknowledging a business relationship as being
ing into account the procedure of business partner reliability
and employee training. The management of the process has
been entrusted to the Head of the Corporate Risk and Com-

minerals@kghm.com was also set up to which any comments
and observations related to the gold supply chain may be
- sent by employees, business partners and other stakeholdmented an internal responsible gold and silver supply chain ers.
management system which is comprised of the Responsible
In 2019, all suppliers passed the Responsible Metals Supply
-

S.A.” was updated in the Company in order to assure its compliance with the current LBMA Responsible Gold Guidance

Group’s business partners may be found at https://kghm.
com/en/our-business/products/responsible-supply-chain

-
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Group
KGHM is a good neighbour and trustworthy investor. It supports local communities, social organizations and institutions
related to science, culture and sports. It promotes an active lifestyle and helps people in need.

tion which is engaged in pro publico bono and charitable
and it supports the people who are experiencing hardships.
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of the inhabitants of the Copper Basin, Lower Silesia and all
-

culture and tradition as well as science and education.

harm, teamwork, results driven, accountability and courage.

will continue to focus on granting donations and controlling
their spending as well as on running dedicated programs.
ried out with the utmost care, thorough analysis of the needs
described in the requests and their compliance with the
sideration of the capacity to help. As in previous years, applications for donations will be accepted and formally reviewed

health, intellectual, professional, and cultural development of
residents and their activation to perform actions for the common good in the region.

•

of natural catastrophes and disasters,

•

and yet it was not able to meet the growing needs of the envi- tions of its articles of association and within its capabilities.
ronment and stakeholders. The level of aid granted to the Support was granted in the form of cash donations in a total

•
are based on an analysis taking into account the needs

•
•

of the “Health Promotion and Environmental Hazards

Donations
AREA

Amount awarded

Number of projects/

PLN

number of individuals

313
Health and safety

45

Science and education

56

Sports and recreation

88

Culture and tradition

124
169

Health care
Social assistance

168
7,134.00

1
616 (children)

20,243,989.96
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Health and safety
-

Health and safety are a strategic area of operation

-

organization of rehabilitation stays or Christmas actions for
These funds were used for purchasing e.g.:
•
specialized medical apparatus and equipment for hospi- those in need, e.g. Christmas Eve for the homeless or gifts
tals, rehabilitation centres, and other healthcare facilities, for children.
•
•
ular: rehabilitation stays, inpatient rehabilitation, purchase
police stations.
of hearing aids and wheelchairs, surgical treatment, including
•
treatment abroad, and removal of architectural barriers.
co-funded preventive examinations for residents as well

Science and education is the area of comprehensive actions
opment of education, science, and economy based on knowledge, innovation, social capital, and learning society. As part of

and integration activities for children and youth, academic
aids and classroom equipment in education establishments,
which contributed to improved level of education.

Sports and recreation is the area of operation for the KGHM
and popularizes social attitudes and behaviours based
on values propagated by physical culture and sport. In
2019, this area was one of the most popular among the
was spent
The following were among the
in the “Sports and recreation” area:
•
•
•

initiatives

co-funded

leisure for children and youth,
training activity of sports clubs,
organization of sports events.

the purchase of sports equipment and delivery of numerous sport training courses, various tournaments and competitions, and establishment of new recreational and sports
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competition in humanities, social sciences and arts, which
accomplishments as part of fundamental research conduct-

sive activities supporting the development of education, science and the industry and higher education. It will promote
innovation in education and the need for education in line
with trends observed in the labour market. In the “Science
focus on propagating science and education.

facilities, such as playgrounds for children. Moreover, some
of the funds were dedicated to co-funding the organization
of summer holidays in the form of camps, day camps for chiles, and parishes. The participants were mainly children and
youth from underprivileged, dysfunctional, and poor families,

lives and learn about another culture.

and sport as well as education in preventive health care
tinue activities promulgating an active and healthy lifestyle.

of young people’s physical activity taken by local institutions,
associations, and sports clubs in 2020.
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Culture and tradition
generations, which underlies identity building, and referring
to community traditions and ones cultivated by various social
and cultural groups becomes the most important value.

related to rescuing cultural heritage and tradition and will
contribute to a considerable improvement of the condition
of many heritage structures, and some will even save the heritage structures from a structural collapse. As regards sup-

the area of culture and tradition
were supported with the total
amount of PLN 8,621,810.89

eration with an external enterprise.

local cultural identity and participation in culture at the local,

events organized by various associations, cultural societies,
cultural centres, and museums.

-

try on people, in particular children living in the counties
ing for preventive and health trips for children and adoles-

-

the great interest of both the participants and the local com-

It is intended to counteract the potential impact of indus-

http://www.fun-

REVIMINE Innovation and Cultural Heritage
Foundation
are no longer used for industrial purposes, and other areas
of cultural heritage as well as the mining and metallurgical

of the environment.

undertakings and initiatives aimed at technological, environmental and social revitalization of post-industrial areas that

www.revimine.com/
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KGHM’s sponsorship strategy is closely associated with the
activity pursued in the area of Corporate Social Responsibil-

undertakings contributing to Lower Silesia marking its pres-

the performance of the planned actions for promoting the
Company and the region on the one hand and for supporting

The areas falling within the scope of the sponsorship activity
are culture, science, and sport.

The Company considers sport an important area of social life and therefore it supports both top-class
-

organizations whose members include Employees of the KGHM Group.

The Company is perceived as a patron of culture and art. KGHM participates in organizing and sponsortook patronage over the Royal Castle in Warsaw, which was inaugurated by the exhibition “To rule and

ing cooperation and building a bridge between the industry and the academia. The Company provides
needs of KGHM and the region. To ensure transparent rules of taking decisions to support a given

Sponsorship Committee.

Amount awarded

Area

PLN

Sports

22,972,478

Culture
Science
Total

The amount spent by the KGHM Group companies
activity in 2019 was:
PLN 5,815,900
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the social acceptance of KGHM’s business activity in the mining sector.

Social responsibility and sustainable development are important elements of business operations today. A company that The ECO-Health program was launched in 2014 as part of corcares for the development of its own organization must take porate social responsibility. The priorities of the ECO-Health
into account activities aimed at achieving a balance between program are in particular promotion of preventive health
care and active lifestyle among residents of the Copper Basin.

By planning and pursuing CSR activities the addressees and
ronment, the Company upholds the “license for operation”,
which is important for the group and which is manifested in

It assumes cyclic activities with the participation of quali-

initiatives for the promotion of preventive health care, active
lifestyle, physical activity, and recreation, thus taking care of
children’s, adults’ and the elderly’s health, among residents
of the region.

Nordic Walking for adults, recreational gymnastics for elderly
citizens, and swimming lessons for children.

the correct posture and reverse scoliosis. This discipline makes

of the Copper Basin. The participants acquire or improve and motor coordination. Water exercises have a highly posithe basic skills of walking with the poles and take part in lectures
on Nordic Walking techniques and principles of healthy nutriSo far, 10 editions of the swimming learning activities have
tion.
Nordic walking is an activity for everyone, regardless of age been held in which approx. 3,000 children participated.
-

shoulder, neck, and back muscle tension. Additionally, it does
not require specialized equipment and engages up to 90 per

So far, 10 editions of the activities have been held in which

in the classes.
-

The swimming teaching program

assumes cyclic basic swimming classes for children aged
-

instructors from swimming clubs in the region. Swimming
is a sport strongly recommended to children. It helps ensure

ees: computed tomography for early detection of lung cancer,
diagnosis of emphysema, and assessment of coronary artery
-

inations.

“Copper Heart” Employee Volunteerism
The “Copper Heart” employee volunteerism program has
It is a form of support provided by the employer to employees
for their personal development and pursuit of their passions,
implement and reinforce the values guiding KGHM employ-

ees on an everyday basis: responsibility, safety, performance
orientation, courage, and collaboration. Employees engaging in organizing and participating in charity actions become

implementation of the corporate social responsibility policy.
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“Copper Competition”
the “Copper Competition” scholarship program. The new proThe aim of the program is to grant scholarships to the athletes selected in cooperation with the Ministry of Sports
and Tourism. The scholarships allow them to focus on training and the best possible performance. 20 athletes from

with the Ministry of Sports and Tourism, will allocate a cering achievements and orientation towards increasingly better
results.

granted scholarships for exceptional sporting achievements.

“Two Hours for the Family”

by the Humanities Institute has already had 8 editions. In 2019
exceeding 1 million people participated in the celebrations.

ees to strengthen their family relations, promote family values and the feeling of responsibility for others.
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Employees
Human capital is our crucial and most important resource
at the centre of attention of the Company’s corporate bodies.
culture whose cornerstone is cultivating relations predicated on absolute respect for employees’ dignity and personal
rights regardless of their place of work and professional status.

of work and employee relations as stipulated by the local
law, as well as by international institutions, such as the
pact. Regulations and policies take account of the interests
of employees and mutual relationships, based on the best pracof operation.

of employee assessment, being guided by knowledge, profeshuman rights - including employee rights. The Company sional skills, social skills and the quality of work. The Compahas undertaken to operate in accordance with the UN Uni- ny’s culture has created a work environment and venue free
from discrimination. No form of discrimination is tolerated,
in particular due to gender, race, age, origin, religion, handrights protection. Employee dignity and personal rights are icap, world view, sexual orientation, social status, marital
status, disability, political party and trade union membership
are based on respect thereof. As a global company oper- and the form of employment.
ating across the world’s markets, KGHM applies standards

In the KGHM Group, people – employees - are the most valuable
asset
The rules:

operates, as well as with the standards of our internal labour regulations.

Compliance with the regulations concerning working time and minimum wage.

Respect for employees’ rights to associate in employee organizations and trade unions, and to engage
in collective bargaining.

To foster employee development and support them in improving their skills through a variety of training

Respect for human rights and impermissibility of any forms of illegal or forced labour, including child
labour.
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Employment:

Mines

GRI 102-8

2019

2018

12,440

12,433

Metallurgical plants

Change (%)

+0.1
+1.0

Other divisions
18,444

2,298

+3.1

18,331

+0.6

-

-

-

as well as development of the circular economy concept
in the Company.
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Group
The employment structure is presented bellow:
Average employment in the Group

2019

2018

18,444

18,331

1,944

2,037

794

790

13,137

13,228

Other Group companies

9

10

Total

34,328

34,396

Sierra Gorda S.C.M.1

1

Change (%)

(0.2)

Sierra Gorda S.C.M. – employment proportional to share in

Structure of employment in the Group in 2019

6%

Companies in Poland

Sierra Gorda S.C.M1
2%

In 2019, average employment in the companies of the KGHM

This change was mainly in respect of blue-collar positions and
as well as to adapting employment to current needs.
38%
54%

Companies abroad
in 2019 decreased as compared to 2018 by 90 positions

This was the result of a drop in employment by 93 people
-

The reason for the decrease in employment in KGHM INTERand mainly the suspension of mining from the Morrison
deposit.

PEOPLE AND THE ENVIRONMENT

International mobility policy in the KGHM
for personnel, but also develops the employee’s professional potential. In 2019, 19 employees in total were delegated,

mobility program. In view of the international operations
national mobility has been adopted as the basis for action knowledge of employees delegated to work in international
in conformity with the due diligence procedure. Being dele- entities of KGHM in 2019 were directly related to the metal
gated to companies in Chile, Canada and the US represents production process.

ing of holidays, as well as the time and manner of remuneration.
labour process as well as the related rights and obligations over, the work regulations describe procedures for managing
rewards and distinctions, as well as penalties for breaches
manner and rules of accounting for working time and the grant- of work order and discipline.

GRI 103-1, GRI 103-2, GRI 103-3

underscores that the Employees of KGHM are its most valu- KGHM values, are open to changes, seek innovative solutions,
able capital – it is they who create the unique corporate cul- and are willing to share their knowledge and experience.
Most importantly, however, KGHM Employees, regardless of
ture and build the Company’s market position.
the Company has for many years consistently invested in the
people’s education. The company acts with due diligence
towards its employees, since it is people that play a key role
in the development of all areas of the business model, build
the global standing of the Company and make us an integrated organization open to the future. KGHM recruits the best
experts and specialists. As a result, the Company employs
people with the greatest potential, who can truly respond to
the Company’s needs. The work of each of these persons is
equally important to the success of the entire organization.
The uniqueness of the pursued HR policy is attested to by
the fact that KGHM Employees are people who not only are

-

nization.

The development of KGHM has also driven changes in human
capital management inside the company. Recently, the impleset of key processes and tools have been implemented to
support long-term development of skills, new solutions have
been prepared for employee performance and assessment
management, internal communication has been improved,
portfolio systems. In view of the Company’s swift development, it has become a priority to identify the best employees
roles and functions in all business operations.

dad” in the Company’s headquarters in Lubin. The goal of the
meeting was to discover the importance of the role of fathers
and mothers to provide the optimum support to their partfrom the US answered a question what it meant to be a father
in the modern world.
of fatherhood, learn about the role of a father for children,
the family and the society and a platform to share thoughts
and ask questions to an expert.
PEOPLE AND THE ENVIRONMENT

the possibility to pursue educational programs to develop professional, managerial and specialist skills,

organization of two post-graduate programs dedicated to the needs
•
•
•
•
•

KGHM as a global company gives a unique opportunity to persons who want to gain access to state-of-the art technologies
opportunity to share knowledge and experience within the Company.

GRI 404-2

Competent in the
mining-metallurgical sector.
KGHM – a key partner
in professional education

involved in technical and sector education, and expanded the program „Compe-

employer-school line, have the opportunity to engage in practical vocational trainto enhance their professional knowledge, as well as access to a scholarship program. As a result of the introduction of this program the area of education has
been adapted, in terms of professional training, to the needs of the workplace,
this cooperation was the expansion by the Ministry of National Education in 2019
to include the mine-related professions „underground miner of minerals other
than bituminous coal” and „technician of underground mines of minerals other
nology of extracting metals ores.
-

Dual education

education in the profession of Metallurgical Technician was carried out. Lectures
and workshops were conducted throughout the school year on the grounds
individual areas and comprised the entire copper production line as well as those
in June 2019 with an examination and the presentation of assessments. The conclusions generated by the program were sent to the Katowice Special Economic
Zone in the form of a report.
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La Serena

expanding its business and social contacts, decided to initiate educational and
technical cooperation with the University of La Serena in Chile. A result of this was
the organisation in July 2019 of a summer school for mining students. More than
a dozen students participated in activities organised by the AGH University of Sci-

eKariera (e-Career)

Work continues on enabling external access to the entire eKariera system.

4E Skills Academy

4E Skills Academy. This academy is aimed at supporting managers in developing

employers. The inaugural Academy’s workshops were dedicated to “Skills of the
future”. A team of experts from various areas in our organisation looked at factors
of change and developed, under the direction of specialists in research into the
future of the marketplace, key directions for our organisation.

pressures which are a permanent feature of business reality. The challenges facing
managers in a variable, rapidly-changing environment require the skill to recognise
political trends and critical thinking, and are included in the tasks of the 4E Skills
Academy for 2020.

PEOPLE AND THE ENVIRONMENT

Group
Companies in Poland
productivity, alongside the utilisation of motivational tools.
introduced in prior years, comprising all of the companies To address problems associated with acquiring employees,
- cooperation was launched with external institutions: vocational schools, schools of higher learning and employment

in Canada and
the USA

process of reorganisation in the Sudbury mines as a result of suspending mining
from the Morrison deposit, support of the HR function in the process of replacin employment-related matters.

in Chile
at assisting the children or relatives of employees, who complete their academic
ant to legal requirements in Chile – these laws serve a social function and require
companies to employ people with certain disabilities. The company met this require-
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Human capital and risk on the international market
The global nature of the KGHM Group also translates into gating employees abroad. The program guarantees the conrisk related to human capital. The Company wants to recruit sistency of human resources management policy with best
and retain the best employees necessary among other things market practices and ensures continuity of risk management
ness of recruitment processes is also undergoing constant egating personnel to work abroad. In employee international
mobility there is an opportunity to transfer knowledge, expeGroup’s companies.

Career and recruitment management

through the process of internal and external recruitment.
current and prospective employees.
The company acts in accordance with due diligence rules and

The Company ensures full discretion to candidates who submit applications and reserves the right to contact only selectannouncement means that the application was not accepted.
Candidates whose applications have been accepted are noti-

candidate’s consent, entered in the Central Base of Candidates. The application is stored in the Central Base of Candidates for a period of 12 months. Changes and updates
of
the stored application are made on the candidate’s request.
S.A. In order to submit an application the candidate should
complete the electronic template containing the necessary
didates are used only for these processes and are not made
candidate is applying. Online registration is considered as val- available to third parties. The Candidate’s Communication
portal is encrypted with
id if the application was completed within the set term, after via the
accordance with the information sent to the candidate by the
- in KGHM provides for the safety of the candidates’ stored
ty to register the application due to Internet failures, server data and for compliance with the requirements of the Reguoverload, server failures and other cases of this type. Candidates are obligated to express consent to the processing
of their personal data contained in the online application with regard to the processing of personal data and on the
announcements published at
pl.

- The candidate’s attempts to obtain access to the server,
attacks blocking its functioning, breaking through the security mechanisms, interception, theft or destruction of the data
in connection with regard to the processing of personal data of registered candidates are prohibited. Any such action
-
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Training processes

GRI 404-1

In 2019, 1,038 employees took part in industry symposia

the industries in which the Group operates, each Company
conducts a series of activities related to employee training.
The purpose of employee development activities in KGHM in
2019 was to retain and improve human capital and to manage the Company’s intellectual capital taking into account the
-

ment plans through:

acquainted with new technological and organizational solutions, as well as exchange experiences with regard to performanagement and innovativeness. The Company’s employees
participated in cyclically organized conferences such as: “Winter School of Rock Mass Mechanics” and “School of Under-

- skills through co-funding of the courses of higher study,
-

•

lations by the employees’ participation in periodic train- The development of skills through the co-funding of higher
ing courses on occupational health and safety, courses courses of study spanned the following:
21 people,
ground mines which require specialist actions as well as MBA studies

•

improving employee skills by the organization of training
courses and other development activities, with particular
focus on linguistic, managerial and interpersonal skills, as
well as training on business process orientation in management.
ees and changing their education structure by continuing to co-fund graduate and post-graduate studies.

•

in the context of expected organizational and technological
changes by participating in training courses, conferences,
studies and post-graduate studies. The employer ensures
high level of training among others by aligning the contents
of the training courses with the business goals. When planning activities, the Company focuses on ensuring that they

organization of two post-graduate study programs dedicated
-

-

in cooperation with the Warsaw School of Economics

post-graduate studies
higher courses of study

Enhancing language skills is an important element of implestrategic priorities.Systemic competence development activ- mentation of the cooperation and exchange plan for the
ities are performed by a centralized unit specialized in this
stitute the basis for building a training plan and calculation 2019. To facilitate language skills development, all Company
of the resources needed for its performance. These actions employees were given access to online e-learning tools dediare performed on the basis of the procedures existing in the cated to 18 thousand employees.
Company and are registered for purposes of internal and
external accounting. Both the competence development
activity and the utilization of the allocated budget are regularly monitored and the results are reported.

In 2019 the number of employees participating in

PEOPLE AND THE ENVIRONMENT

Training for employees in white-collar and blue-collar
To reach the largest group of employees we are launching •
e-learning training courses. The e-learning training courses
we propose to our employees are one of the forms of instruction focused on expanding their knowledge. One of the
whistleblower reports concerning irregularities utilizing
greatest advantages of e-learning is that we can participate
the channels in place in the company.
in training at a time that is convenient to us. In addition, the
training contains interactive elements to facilitate comprehension and committing to memory the needed information. Training courses were devoted to material issues such as:
abuse and discrimination, protection of whistleblowers and
reporting irregularities in the company, corruption and conto e-learning training courses:
-

Training on ethics:
•

-

course aims to inculcate safe behaviours on the web. E-learning training courses provide for an interactive form of learning and contain numerous additional materials, short video
clips, case studies and exercises.

GRI 403-2

The life and health of employees and workplace safety
in general is the chief priority in the hierarchy of values of
Company has advanced its vision of “Zero accidents due
to human and technical errors, zero occupational illnesses
among our employees and contractors”. As a result of the
2023, in 2019 a conceptualisation of the strategy in the area
of occupational safety was prepared through formulation of

common hazards to workplace safety by utilising innovative
technology.

Natural hazards associated with the underground mining of
copper ore deposits, in particular hazards related to mining
and roof collapses are considered as particularly important
from the safety point of view, as their occurrence can lead
ground machinery, equipment and infrastructure, along with
production downtimes. The Company for many years has
carried out a variety of preventive actions in its mines involving the intentional provoking of roof collapses and rock falls,
comprising systematic seismological observations, on-going

particular threat of roof collapse. The size, shape and number
of chambers and inter-chamber pillars is selected, as well as
the most advantageous direction of mine work advance and
the optimum order of ore selection to minimise local concentrations of stress in the rock mass. So-called active methods
of preventing uncontrolled roof collapses and rock falls are
also applied, based on provoking dynamic events through
mass blasting of mining faces and through blasting to release
stress in the orebody or its roof. In 2019, in the mines of
threats. The Company has assessed occupational risks and
updates them continually. Working environments are con- dents were recorded, resulting from natural hazards from
tinually monitored and periodic reviews and potential threat
assessments are conducted, as well as reviews of equipment
and required technical checks and approvals. Employees
undergo systematic training and continually enhance their mining of the copper ore deposit.

The Company applies high OHS standards, both towards its
own employees as well as towards those providing services
tem which is compliant with standards in force to date, and
in 2019 preparations commenced to implement in KGHM

In 2019, the Company recorded a slight increase in the
total number of workplace accidents*, with a year-on-year

in the Company, being the number of accidents per million

falls followed by loss of balance by employees, as well as con-

amount recorded in 2010:
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KGHM

20
- 45%

10
12.1

12.9

10.4

2012

2013

2014

10.2

12.7

10.4

12.7
10.3

10.3

2017

2018

2019

0
2010

2011

ditions in this country. These systems encompass both the
employees in these entities as well as sub-contractors, and
are aimed at achieving the long-term vision “Zero harm”. In

underlying the operations of the OHS section. It is focused on
ing of the state of safety in the individual international assets,
in such a way as to ensure the data can be collated and comparable with one another.

also engages in its own exploration and other activities, three
workplace accidents were recorded in 2019, with a TRIR ratio

In 2019, a total of 31 incidents at work were registered in the

workplace accidents were recorded in 2019, with a TRIR ratio

of the cases these were incidents of a minor nature without
serious consequences for the employees.

ducts mining operations in Canada, the United States and

in two entities, which have separate systems of OHS management adapted to the legal requirements and mining con-

these operations reached 0.77. This was 0.23 lower as com-

TRIR1
4

3

- 75%

2
3.1

2.4

1.8

1

0
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2012

0.8

0.8

2013

2014

0.8

0.9

0.8

12.7
1.0

0.8

2017

2018

2019

1

per 200,000 worked hours.

key risks and their mitigation are described in this Report in the section “Comprehensive Risk Management System in the
KGHM Group”.
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OHS Golden Rules.

GRI 103-1, GRI 103-2, GRI 103-3

- tives of the employer, employees and medical services who
pational Safety Council whose functioning is based on the are members of the Company Committees for Occupational
principles of mutual trust and cooperation. The Council is the Safety and Health perform periodic reviews of the working
opinion-making and advisory authority with respect to matters conditions, assess occupational safety and health and draw
of occupational safety and health. It consists of 40 persons,
sentatives of the trade unions operating in the Company and issues have been discussed at each meeting of the Supervi- years the OHS area was analysed many times using a variety
al Safety Council include among others periodic assessment of procedures. An ongoing assessment of occupational safety
of occupational safety and health in the Company, submitting opinions on preventive actions and formulating conclusions with respect to improvement of the working conditions. meetings of the Management Board with the management
-
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Risk management, including the principle of prudence, is an seismic monitoring stations, encompassing all the regions
essential element of our business. KGHM strives for mini- and mining areas. The Company has implemented an intemization of any threats to its employees, local communities grated model of occupational safety and health management.
The following entities are involved in it:
are those with the highest level of safety. Employees in the
conditions and are exposed to a great number of various hazards. Natural hazards connected with underground mining of
copper ore deposits are among the most important threats
ors and their potential impact in the form of rock bursts and
roof collapses are considered to be very important in terms
of safety as they may lead to serious or fatal accidents, damage to machinery, equipment, and underground infrastructure, as well as mining downtimes. Since employee safety is
ing a number of preventive and protective measures. Regular
seismic observations are conducted in the mines based on a
well-developed network of underground and surface-based

the Mine-Smelter Emergency Rescue Unit of proven worldclass excellence,
Miedziowe Centrum Zdrowia S.A., an entity providing special-

research and development unit, KGHM Cuprum Sp. z o.o.

An entity specialized in rescue services equipped with its own
medical facilities.

Good cooperation practice within the
Our employee safety is the top priority of the value hierarchy selves ambitious goals, the achievement of which translates
lars of the Corporate Social Responsibility Strategy. Research occupational safety conditions. Our focus on respect for life
and development initiatives are focused on the improvement
of occupational safety. All standards and legal regulations in continuity of production, which is essential in the mining and
the area of occupational safety and health are complied with, metallurgy industry. Moreover, the highest standards in the
and in the selected areas our own, even more rigorous rules, area of Occupational Safety and Health pertain not only to
the environment and care for our employees, we set our-

Diversity Declaration

eration the international nature of our activities, cultural dif-

and promotes and popularizes these values among its stakeholders and business partners.

company has been performing a number of actions in the
area of respect for diversity. In view of the above, the inde- The management of diversity also pertains to members of the

The Company complies with the prohibitions of discrimina- More information on the approach to diversity in the supervition and takes actions in order to ensure respect of diversity sory bodies is presented in the Statement on Corporate Govin the workplace. It creates an organizational culture based ernance in The Management Board’s Report on the activities
on mutual respect, equality, access to development opportunities and optimal use of employee talent regardless of ethnic S.A. Group in 2019.
origin, age, gender, nationality, citizenship, religious orientation, political convictions or trade union membership, among http://www.gpw.pl/dobre-praktyki
others. It aims at ensuring reasonable diversity both in the
with special focus on knowledge, technical competence and
social skills.
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Declaration on human rights protection

eration the international nature of our activities, cultural difcompany engages in a number of actions to protect human

S.A.

and promotes human rights wherever it conducts its business. It does not tolerate any violations of human rights. We
undertake to operate in compliance with the United Nations’
standards, including the statutory and executive regulations
of the home countries of our business operations.

the importance of respect for human rights in the modern
world. The Company accepts responsibility for protection
and respect for fundamental human rights and implements
also assumes that respect for human rights by other entities
is a vital element of mutual relationships.
In compliance with the adopted principles, each employis responsible for ensuring that in his/her closest environment human rights are respected, and any infringements
laration is the basis of our approach to human rights. It supplements and consolidates the human rights issues contemplated in other policies and guidelines of the Company, such

each employee provided with access to a computer
receives the adopted declaration electronically, via the

employees with no access to a computer for work purposes are informed of the declaration implementation via
superior.
Infringements are reported as follows:
Employees have the right and obligation to report an
tion to their direct superiors,
Employees may report infringement to the trade unions

-

Bargaining Agreement
infringements may be reported to the Occupational Safety and Health Committee,
Employee Council Institutions and whistleblowers are
present in the Company,

- is to grow based on the idea of sustainable development and
ment relationship, in particular: working hours, holiday and safety and to enhance the Group’s image as a socially responadditional leave, remuneration rules, protection of working
Environment” strategic area is measured by:
ees, old-age and disability pensioners and members of their
families, and mutual obligations of the parties to the Agreement.

the amount of deduction for donations from the minerals extraction tax by 2020, the level of the KGHM Group’s
employees’ dedication and satisfaction, based on pre-de-
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GRI 201-1

Copper production

Cu

Revenues

702 kt

PLN

C1 cost

22,723 million

Adjusted EBITDA

1.70 USD/lb

PLN

5,229 million

GRI 201-1

Silver production

Copper production

Cu

566 kt

Ag

1,400 tonnes

1.74 USD/lb

Revenues

Adjusted EBITDA

PLN

PLN

17,683 million

Revenues of the KGHM Group in 2019 rose by PLN 2,197
increased by PLN 1,926 million compared to the same period

The increase was driven mainly by the increased volume of
copper (+8%) and silver (+13%) sales, but also a more favourthe Group EBITDA level, contributions included higher oper-
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C1 cost

3,619 million

+6%), Sierra Gorda (+PLN 27 million, +4%) and other Group
-

In 2019, the KGHM Group recorded an increase in payable copper production compared to 2018 by 11%
to 702 thousand tonnes
high production of silver at 1,417 tonnes, up 18% from the

OPERATING AND FINANCIAL RESULTS

Production and sales performance in 2019
Compared to the assumed annual targets

2019E
Budget

Production
Copper in concentrate [kt]

399

Silver in concentrate [t]

1249

Electrolytic copper from own concentrate [kt]

418

406

147

153

1400

1,341

Electrolytic copper from purchased
materials [kt]
0%

20%

40%

397
1,238

60%

80%

100%

120%

Sales
Payable copper [kt]

557

601

Payable silver [kt]

1393

1454

0%

20%

40%

60%

80%

100%

120%

Production KGHM INTERNATIONAL
Payable copper [kt]

77

75

Total precious metals [koz t]

85

88

0%

20%

40%

60%

80%

100%

120%

Production Sierra Gorda (for the 55% stake)
Payable copper [kt]

60

57

Molybdenum [mn lbs]

11

11

0%
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120%
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2019E
Budget
Total unit cost

1)

[k PLN/t]

20.0
18.0
Capital expenditures on property, plant and equipment

2)

[in PLN

Capital expenditures on property, plant
and equipment
Other expenditures, including loans

0

2475

2516

485

1074

20

40

60

80

100

120

Solvency of the KGHM Group [Net Debt / Adjusted EBITDA] 3)

x2

4)

x 1.5

ress less the value of anode slimes, divided by the production volume of electrolytic copper from own concentrate
2) Capital expenditures on property, plant and equipment – excluding expenditures on development work - uncom-

3) adjusted EBITDA for the 12 month period, ending on the last day of the reporting period, excluding EBITDA of the
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Debt of the KGHM Group at the end of
Q4 2019
Net Debt/Adjusted EBITDA1)

Impact of the
amendment to
IFRS 16

0.1

1.6

1.4

12M 2018

12M 2019

0

Net Debt of the Group
[USD million]

1862

2016

2106

2102

1814

2500
2,000
165

1500
1,000

1649

500
0
12M 18

3M 19

6M 19

9M 19

12M 19

1) The data above present the amounts resulting from the amendment to IFRS 16 in respect to leases
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Net Debt of the Group
[in PLN million]

7,000

8079

7863

8407

10000

6891
Impact of the
amendment to
IFRS 16

8000
627

6,000
4,000

6264

2,000
0
3M 19

12M 18

6M 19

9M 19

12M 19

Change in Net Debt
[in PLN million]

7,000

-33

12M 2018

Impact on change
in cash on net
debt

-1419

+213

+394

+109

6264

+627

6891

Accrued
interest

Other

12M 2019

Implementation of
IFRS16

12M 2019

7,000
6,000
5,000
4,000
3,000
2,000
1,000
0
-1,000
-2,000
ences

-

of IFRS16

of IFRS16

interest-bearing debt in 12M 2019
Increase in debt
Capital expenditures on property, plant and equipment
(PLN 3,233 million)
Minerals extraction tax (PLN 1,520 million)

by PLN 213 million)
Increase in trade and other liabilities (by PLN 96 million)
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Decrease in debt
the change in working capital and minerals extraction tax
(PLN 5,628 million)
Increase in trade and other liabilities, including trade liabilities assumed by the factor (up by PLN 737 million)
Decrease in inventories (down by PLN 305 million)
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Investments
In 2019, capital expenditures on property, plant and equipment amounted to PLN 2,475 million and were 16% higher than
Together with expenditures incurred on uncompleted development work, capital expenditures amounted to PLN 2,481

GRI 203-1

after 4 quarters of 2019
Consistent and rational
investment program
6
58

PLN

2,516

PLN

2,670 million

74

million

660
[in PLN million]

1683

Mining (68%)
Metallurgy (27%)
Other activities (3%)
Development work - uncompleted

6
58

800

PLN

2,481

PLN

2,132 million

million

98.6%

890
[in PLN million]

Replacement (36%)
Maintenance (29%)
Development (32%)
727
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Development work - uncompleted
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Deposit Access Program
In the maintenance and development category, individual projects were systematically implemented

Copper concentrate roasting installation
The installation has been successfully commissioned and incorporated in the core production line

The individual stages of the construction project of the southern quarters of the facility were executed
was also under way on building the tailings segregation and compacting station (the overall material

Program to adapt the technological installations to the requirements of BAT
Conclusions

-
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Environmental investments and environmental fees

229

In 2019, KGHM spent more than PLN
million
on investments to protect the natural environment,
of which the largest expenditure, in the amount of
over PLN 44 million, was incurred on replacing the absorption and drying towers

Selected environmental investments and environmental fees in 2019
Energetyka Sp. z o.o.

Payments for water intake and waste
discharge and emission of contaminants
to the atmosphere

PLN 3.3 million
-13% yoy

Selected environmental investments1)
construction of a fumes treatment installation meeting emissions standards

Nitroerg S.A.

Charges related to the character of production – explosives, initiation systems,
fuel additives

PLN 0.3 million
-40% yoy

modernisation of the sewage treatment plant
continued construction of a new installation for the production of fuel additives,
which will allow the re-use of concentrated acids in the production process

BATAs Program

and a decision was made to exclude six projects from the BATAs Program

of conveyor belts and belt pulling stations for carrying copper concentrate, and
construction of a gas desulphurisation installation for the Kaldo furnace was

1) Limiting emissions of pollutants to the atmosphere
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Capital expenditures
In 2019, capital expenditures on property, plant and equipment amounted to PLN 2,475 million and were 16% higher

(in PLN million)

Mining
Metallurgy
Other activities

2019

2018

1,683

4Q’19

3Q’19

2Q’19

1Q’19

1,483

480

423

412

368

660

573

328

138

111

83

74

71

53

10

7

4

6

5

2

3

1

-

58

-

×

7

17

17

17

2,481

2,132

+16.4

870

591

548

472

135

133

-48

17

60

106

Development work - uncompleted

Total

Change
(%)

Investment activities comprised projects related to
the replacement of equipment and maintaining mine
Structure of expenditures on the replacement of equipment
Projects related to the replacement of equipment aimed
at maintaining production equipment in an undeteriorated

Structure of expenditures on maintenance
Projects related to maintaining mine production aimed
at maintaining mine production on the level set in approved
Production Plan (development of infrastructure to match
mine advancement) represent 31% of total expenditures

Other
7%
Other infrastructure
replacement
55%

Development of
infrastructure in mining
areas; including “Deposit
Access” Program (18%)
32%

Replacement of
machinery in mines
32%

Important components
and major renovation
13%

59%
Construction
of the SW-4
shaft
2%
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Structure of expenditures on development
Development projects aimed at increasing production
volume of the core business, implementation of technical and
technological activities optimising the use of existing infrastructure, maintenance of production costs and adaptation

Metallurgy
Exploration of - BAT-As
6%
the
resource base
3%

and regulations (adaptation and environmental projects) rep-

Detailed information on the advancement
of key investment projects may be found
in part 5 of this Report in the section on
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Construction
of the RCR
furnace
8%

Other
development
projects
24%

Deposit
Access
Program
51%

L-VI Shaft
8%

Production results of the KGHM Polska

55% interest in Sierra Gorda) amounted to 702 thousand
tonnes, or one of the highest annual production results
compared to 2018 by 11% was due to the segment KGHM
-

duction lines, including that of the concentrate roasting
On the other hand, geological conditions (lower copper conmine) were the main reasons for the decrease in production

Metal production
Group

Increase in the production of payable copper by the Sierra Gorda mine as a result of higher extraction and processing
of ore and higher copper content in ore
Payable copper production
[kt]

634

702

+11% yoy

800
600

53.3
79

60
76

400
200
0

501.8

566

2018

2019

10205

1417

1188.8

1,400.2

2018

2019

Silver production
[t]

+18% yoy

1500
1200
900
600
300
0
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TPM production
[koz t]

174

220

2018

2019

+27% yoy

250
200
150
100
50
0

Molybdenum production
-22% yoy

[mn lbs]

12
20
15
10
5
0

2018
Sierra Gorda (55%)

179

KGHM INTERNATIONAL

2019

Production results

Mined ore
-1.3% yoy
35
30
25
20
15

48.7

48.7

10

1.494

1.503

2018

2019

Silver grade [g/t]

Copper grade
[%]

5
0

8
7
6
5
4
3
2
1
0

Q4 18

Q1 19

Q2 19

Q3 19

Q4 19

Production of copper in concentrate
[kt]

401

399

22.8

22.6

2018

2019

-0.5% yoy

500
400
300
200

Copper in concentrate [%]

100
0

95

99

101

105

94

Q4 18

Q1 19

Q2 19

Q3 19

Q4 19

120
100
80
60
40
20
0
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Electrolytic copper production
+13% yoy

[kt]

502

566

600
500

147

From purchased
metal-bearing
materials

385

418

concentrates

2018

2019

117

400
300
200
100
0

135

142

145

141

138

32

38

42

35

33

Q4 18

Q1 19

Q2 19

Q3 19

Q4 19

200
150
100

From purchased
metal-bearing
materials

50
0

Increase in production yoy due to higher concentrate processing thanks to the copper concentrate roasting installation

Metallic silver production
+18% yoy

[t]

1189

1400

2018

2019

1500
1200
900
600
300
0

353

321

384

313

382

Q4 18

Q1 19

Q2 19

Q3 19

Q4 19

400
300
200
100
0

Higher production due to greater availability of input materials driven by higher concentrate processing
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Production results
Sierra Gorda1)

Payable copper production
+12% yoy

[kt]

60
50
40
30
20
10
0

Q4 2018
Copper production after 4
quarters of 2019 was higher than
assumed in the budget

Q4 2019

2018

Higher production of payable
copper due to higher extraction
and processing of ore

2019
In 2019, processed ore had higher
copper content than in 2018

Silver production
+1% yoy

[t]

15
12

9

6

3

0

182

Q4 2018

Q4 2019

2018

2019
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TPM production
+34% yoy

[koz t]

35
30
25
20
15
10
5
0

Q4 2018

Q4 2019

2018

2019

Molybdenum production
-24% yoy

[mn lbs]

15

12

9

6

3

0

Q4 2018

Q4 2019

Increased production of copper, silver and gold due to
higher extraction by the Sierra Gorda mine;

183

2018

2019

Lower molybdenum production resulting from extraction
from areas with lower Mo content than the ores mined
in previous years
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Production results
KGHM INTERNATIONAL

Payable copper production
- 3% yoy

[kt]

80
70
60
50
40
30
20
10
0

Q4 2018

Q4 2019

2018

2019

Lower production due to lower copper content of ores in the Sudbury Basin (a change

Silver production
+50% yoy

[t]

0

184

Q4 2018

Q4 2019

2018

2019
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TPM production
+26% yoy

[koz t]

100

80

60

40
20

0
Q4 2018

Q4 2019

2018

2019

Molybdenum production
+33% yoy

[mn lbs]

Q4 2018

The silver production target was
exceeded in the Sudbury Basin due to
a change in the region being mined (a
change in the nature of the McCreedy
mine deposit)
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Q4 2019

Higher TPM production both
in the Sudbury Basin
and the Robinson mine

2018

2019

Higher molybdenum production
by the Robinson mine due to
an increase in the recovery of this
metal thanks to an improvement
in the production process

OPERATING AND FINANCIAL RESULTS

Structure of consolidated sales revenue
In accordance with the adopted principle of consolidation by the equity method, sales revenue do not include revenues

Geographic structure of Group sales

Structure of Group sales
by product

Materials and
goods

Other
23%

Poland
27%

Other
7%

Services
8%
Gold
3%

Italy
4%
USA
4%

United
Kingdom
13%

Czechia
6%
Germany
11%
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China
12%

Silver
12%

Copper
66%

C1 unit cost1)

C1 – the Group
-6% yoy

[USD/lb]

0.42

0.35

1.39

1.35

2018

2019

including the minerals extraction tax

charges (TC/RC), less the value of by-products

a lower minerals extraction tax
The decrease in C1 cost in KGHM INTERNATIONAL
by 10% was driven, among others, by a reduction of operating costs and an increase in revenues on sales of associated
metals (which reduce the cost)
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The increase in C1 cost in Sierra Gorda by 8% was driven
mainly by the lower volume of sales of molybdenum (lower
Mo content in ore) and therefore lower by-product credit revenues deducted in the calculation of C1
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-6% yoy

[USD/lb]

0.54

0.47

1.31

1.27

2018

2019

including the minerals extraction tax

C1 – KGHM INTERNATIONAL
-9% yoy

[USD/lb]

2018

2019

C1 – Sierra Gorda
[USD/lb]

+8% yoy

2018

188

2019
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Production results of KGHM

- optimal utilisation of the resource base and of the production capacity of the Company, and

The goals set required completion or

in mining

- adapting the geometry of mining systems to local geological and mining conditions,
of other associated natural threats,
- proper barren rock management in mining areas (selective extraction, siting of rock, mechanical ore
mining),
a greater scope of work with respect to identifying gas-related threats and the use of new technical
solutions and means of prevention to counteract this threat,
continued work on connecting the T/W-169 tunnel network with the projected sub-shaft area
of the GG-1 shaft,
commencement of construction of the central air conditioning station at the GG-1 shaft,
advancement of Stage 1 of the Project „Construction of the GG-2 shaft” – an agreement was signed

and realisation of the planned scope of mine development and access work using the commissioning

in ore processing

maintaining the production capacity of individual Concentrators Division Areas to process the amount
and quality of ore supplied,
maintaining the production of concentrates in an amount and quality necessary for optimal use
continuation at the Rudna Concentrator Division of separating the concentrate produced into two
concentrates with varied organic carbon content,

in metallurgy

optimum utilisation of infrastructure enabled production targets to be fully met with respect
to the main products,

nent investment tasks, including the concentrate roasting installation,

-

menting new technological solutions, such as improving the process of de-copperizing convertor slag,
increasing the availability of revolving–reverberatory furnaces at the Lead Section, resulting in high
lead recovery alongside lower Pb content in charge materials,
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in occupational health and
safety

advancement of a Program to negate the most common safety hazards by using innovative technology,
implementation of a uniform approach to communicating policies, the vision, mission and the golden
principles with respect to OHS,
constant monitoring of occupational hazards and execution of organisational and technical goals
aimed at limiting occupational risks and accidents,
continuous improvement of the occupational safety and hygiene management system by the Divi-

commencing new organisational and research initiatives aimed at improving occupational health

Mining production

and was higher than the level achieved in 2018 due to mining
As a result the volume of copper in extracted ore was low-

Unit

2019

Mined ore (wet weight)

mn t

31.4

Ore extraction (dry weight)

mn t

29.9

Copper grade

%

1.50

Copper in ore

kt

449.3

Silver grade

g/t

48.7

Silver in ore

t

of silver in concentrate was lower than the amount produced

2018 Change
(%)

4Q’19

3Q’19

2Q’19

1Q’19

418

461

446

439

1,455.9

Production of concentrate (dry weight) kt

1,763

Copper in concentrate

kt

398.9

Silver content in concentrate

t

1,761

1,249.0

Smelting production
The production of electrolytic copper as compared to 2018
production of electrolytic copper was the result of the on-going optimisation of charge materials, the higher availability of
production lines and the proper operation of the concentrate
purchased metal-bearing materials in the form of scrap, copper blister and imported concentrate, existing production
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The production of other metallurgical products (silver, wire
trolytic copper production and depends on the type of raw
In comparison to 2018, the production of metallic gold
-
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Unit

2019

kt

565.6

- production from own concentrates

kt

418.3

- production from purchased
metal-bearing materials

kt

147.3

kt

266.1

Round billets

kt

14.9

Metallic silver

t

Metallic gold

koz t
kt

2018 Change
(%)

4Q’19

3Q’19

2Q’19

1Q’19

1,400.2
103.7
30.1

-

Main production goals
The main goals set by the Management Board in terms
of production and occupational health and safety for 2020

- optimal utilisation of the resource base and of the production capacity of the Company, and

in mining
continuation of work related to prevention of gas-related threats (hydrogen sulphide and methane)
continuation of work related to utilising the capacity of the input and output ventilation shafts
in the interconnected mine ventilation system,
continuation of the GG-1 shaft construction project,
continued construction of the central air conditioning system at the GG-1 shaft,
continuation of Stage 1 of the Project „Construction of the GG-2 shaft” – continuation of planning
work, acquisition of legal title to land,
realisation of the planned scope of mine development and access work using the commissioning
system in 2020,

in ore
processing

improving the energy performance of the machinery park in the Concentrators Division,
optimising the concentration process in terms of decreasing the impact of changes in ore quanticontinued separation of concentrate produced into two products with varied organic carbon content
at the Rudna Concentrator Division,
vibration characteristics at the Concentrators Division (using the MillVis and ConVis systems),

maintaining the availability of the machine park and the production capacity of individual Concentrators Division Areas to the amount of ore supplied,
maintaining the production of concentrates in an amount and quality necessary for optimal use
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in metallurgy

dedusting and hermetic sealing processes to decrease fugitive emissions,
maintaining recovery levels of copper and silver in metallurgical processes and the availability of metallurgical equipment,
as a result of testing of guarantee parameters for the concentrate roasting installation planned in the
second half of 2020,

in occupational health and
safety

consistent implementation of the Program to improve occupational health and safety in KGHM Polsconducting pilot research into an anti-collision system for supporting operators (warning the
negate the most common safety hazards by using innovative technology,
constant monitoring of occupational hazards and achieving organisational and technical goals aimed
at limiting occupational risks and workplace accidents,
constant searching for new organisational and technical solutions aimed at improving occupational

Sales

Unit

2019

kt

275.7

kt

267.4

Payable copper in concentrate 1

kt

-

Other copper products

kt

13.9

Total copper and copper products kt

557.0

Cathodes and cathode parts

Metallic silver

t

1,392.8

Payable silver in concentrate

t

-

Metallic gold

koz t
kt
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2018 Change
(%)

4Q’19

3Q’19

2Q’19

1Q’19

×

-

-

-

-

+8.3

142.3

134.8

144.8

135.1

×

-

-

-

-

514.4

101.4
30.0
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Total revenues from contracts with customers of KGHM
an increase of 12% compared to 2018, when revenues
the recognition of adjustments due to derivatives and hedging transactions in the amount of PLN 245 million in 2019
actions involving the sale of cathodes and cathode parts, wire

In 2019, there were no revenues from sales of copper in conRevenues from metallic silver sales in 2019 were also higher
(+33%) and amounted to PLN 2,789 million compared to PLN

The increase in sales of metallic gold resulted in higher rev-

Revenues from copper sales rose by 9% in 2019 and amounted

(in PLN million)

3Q’19

2Q’19

1Q’19

5,097

1,739

1,477

1,650

1,667

6,611

6,525

1,612

1,647

1,747

1,605

-

400

-

-

-

-

330

320

77

87

75

91

13,474

12,342

3,428

3,211

3,472

3,363

2,789

2,101

785

690

694

620

-

141

-

-

-

-

543

381

186

104

151

101

247

262

71

56

57

63

Other goods and services

394

345

121

84

85

105

Merchandise and materials

236

185

42

74

56

64

17,683

15,757

4,633

4,219

4,515

4,316

Payable copper in concentrate 1
Other copper products
Total copper and copper products
Metallic silver
Payable silver in concentrate 2
Metallic gold

Total sales revenue

2018

6,533

Change
(%)

4Q’19

Cathodes and cathode parts

2019

×

+9.2

×

+12.2

ing premium)
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Geographical breakdown of sales
from domestic sales, which amounted to 25% of total reve-

The following chart shows the geographic structure of rev-

from China (14%), Germany (14%), the United Kingdom (12%)

(in PLN million)

Hungary
4%

Other
countries
11%
Poland
25%

Switzerland
4%
4%
Italy
5%

China
14%

Czechia
7%
United
Kingdom

Germany

Costs
expenses (cost of products, goods and materials sold plus
selling costs and administrative expenses) in 2019 amounted
to PLN 15,291 million and was 14% higher as compared to
-

Total expenses by nature in 2019 as compared to 2018
were higher by 9%, mainly due to higher consumption
of purchased metal-bearing materials (a higher amount by 29
thousand tonnes and a higher price by 1%) as well as a low-

PLN -236 million) and was mainly due to the higher amount

(in PLN million)

Depreciation of property, plant and
equipment and amortisation of
intangible assets
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2019

2018

1,298

Change
(%)

4Q’19

3Q’19

2Q’19

1Q’19

1,173

335

330

319

314

3,594

3,324

936

948

871

839

6,196

5,312

1,540

1,515

1,550

1,591
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- purchased metal-bearing materials
- electrical and other energy
External services

- minerals extraction tax

3,778

3,040

890

900

996

992

939

803

255

255

195

234

1,767

1,649

486

458

434

389

1,917

2,083

424

427

543

523

1,520

1,671

328

326

446

420

Expenses by nature, excluding purchased metal-bearing
materials and the minerals extraction tax, amounted to PLN
9,598 million and were higher as compared to the corre-

labour costs (+PLN 270 million) – due to an increase
in remuneration and a higher provision for the annual
bonus,
cost of materials and energy consumed (+PLN 146 million)
– mainly due to higher energy purchase prices and to the

cates due to own electricity production due to natural gas,
depreciation /amortisation (+PLN 125 million) - an increase
due to investments advanced in prior periods,
external services (+PLN 118 million) – mainly due
to an increased scope of realised transport services and

The structure of expenses by nature in 2019 is presented

Structure of expenses by nature in 2019
Other costs
1%
Other taxes and charges
3%
Minerals extraction tax
10%

Amortization
and depreciation

Purchased
metal-bearing mate-

Costs of employee
24%

Materials
and fuels
10%

External
services
12%

Electrical and
other energy
6%
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Cost of producing copper in concentrate – C1
(USD/lb)

0.54

0.53

0.55

0.39

0.41

0.47

1.31

1.23

1.30

1.14

1.42

1.27

2018

including the minerals extraction tax

2019

Cost of producing copper in concentrate - C1 (unit cash cost
of ore extraction and processing, transport costs, the minerals extraction tax, administrative costs during the mining

a weakening in the PLN as compared to the USD, higher silver

Pre-precious metals credit unit cost of electrolytic copper production – from own concentrate
(PLN/t)

23558

23526

25682

25526

26161

25003

5980

6543

7076

6593

7792

7002

17578

16983

18606

18933

18369

18001

30000
25000
20000

value of anode
slimes

15000
10000

total
unit
cost of electrolytic
copper production
-

5,000
0

2018

The pre-precious metals credit unit cost of copper production from own concentrate (unit cost prior to decrease
by the value of anode slimes containing among others
silver and gold) was higher than that recorded in 2018
by 1,445 PLN/t (6%), alongside a lower minerals extraction tax
196

2019
(-273 PLN/t) and higher production from own concentrate
-
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GRI 201-1

KGHM

Group revenues higher by PLN 2.2 billion

Group

-

Impact of increased copper, gold and silver sales volume
and a more favourable exchange rate with lower prices of
copper

Net result lower by PLN 237 million
Deterioration in the operating result and a lower result
as regards the share in the results of joint ventures
accounted for using the equity method

Group EBITDA1)
+5% yoy

[in PLN million]

1,182

1,117

4972

5229

Q4 2018

Q4 2019

2018

2019

0

Group revenue
+11% yoy

[in PLN million]

5739

5854

20526

22723

Q4 2018

Q4 2019

2018

2019

25000
20000
15000
10000
5,000
0
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-14% yoy

[in PLN million]

682

-245

1658

1421

Q4 2018

Q4 2019

2018

2019

2,000
1500
1,000
500
0
-500

Financial results of the Group (in PLN million)

Revenues from contracts with customers

2019

2018

22,723

Cost of sales, selling costs and
administrative expenses

in joint ventures
Other operating income and (costs)

Income tax expense

Adjusted EBITDA1)

Change
(%)

4Q’19

3Q’19

2Q’19

1Q’19

20,526

5,854

5,641

5,740

5,488

(17,935)

(5,627)

(4,818)

(5,074)

(4,749)

227

823

666

739

2,455

2,591

(5.2)

9

328

(77)

(17)

21

82

186

308

(564)

720

(167)

197

(528)

(761)

112

(554)

94

(180)

2,122

2,466

(302)

972

614

838

(701)

(808)

57

(276)

(196)

(286)

1,421

1,658

(245)

696

418

552

5,229

4,972

1,117

1,380

1,278

1,454

(13.9)

(-reversal of impairment losses) on non-current assets recognised in cost of sales, selling costs and administra-
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or loss of the Group

Item

Impact
on change

Description

or loss

Revenues from contracts with cus- +2,197
tomers

An increase in revenues mainly due to an increase in revenues

Cost of sales, selling costs and
administrative expenses

The increase in costs in the consolidated result was mainly com-

in joint ventures

(2,333)

(319)
a decrease in gains due to reversal of allowances for impairment of loans granted to joint ventures by PLN 627 million,
a lower share of losses of joint ventures accounted for using
the equity method by PLN 224 million,
higher interest income on loans granted to joint ventures

Other operating income and (costs) (122)

The decrease in the result on other operating activities from PLN
lower foreign exchange gains on the measurement of assets
and liabilities other than borrowings by PLN 422 million,
a higher result on the recognition and reversal of losses due
assets not yet available for use by PLN 207 million,
a lower negative balance of provisions recognised and

Finance income / (costs)

+233
lower foreign exchange losses on the measurement and realisation of borrowings by PLN 385 million,
higher interest costs on borrowings by PLN 97 million,
a lower result on the measurement and realisation of deriva-

Income tax

199

+107

tax as well as a negative adjustment of tax for prior years
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[in PLN million]

1658

2197

-2333

2018

Revenues
from con-

Cost of
sales, selling
costs and
administrative
expenses

-319

-122

233

107

involvement in
joint ventures

Other operating income
and (costs)

Finance
income /
(costs)

Income tax

1421

2,000

1,000

0

-1,000

-2,000

customers

2019

(in PLN million)

3Q’19

2Q’19

1Q’19

2,466

(302)

972

614

838

1,920

1,796

562

437

468

453

Share of losses of joint
ventures accounted for using the equity
method

438

662

269

106

63

-

Gains due to the reversal of allowances
for impairment of loans granted to joint
ventures

(106)

(733)

(106)

-

-

-

Interest on loans granted to
joint ventures

(341)

(257)

(86)

(89)

(84)

(82)

244

109

138

7

52

47

51

69

51

-

-

-

184

(36)

294

(157)

103

(56)

114

244

137

37

(68)

8

(176)

20

171

(57)

(218)

(72)

(31)

(121)

(33)

52

(31)

(19)

Other interest
Impairment losses on
non-current assets

provisions and liabilities
Change in other receivables and liabilities
Change in derivatives

200

2018

2,122

Change
(%)

4Q’19

Depreciation/amortisation recognised

2019

×

×
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Other adjustments

(84)

42

Exclusions of income and costs, total

2,213

Income tax paid

(29)

(55)

(2)

2

1,795

1,368

281

283

281

(410)

(802)

(76)

(77)

(191)

(66)

Changes in working capital

1,123

367

1,567

(299)

373

(518)

Net cash generated from operating activities

5,048

3,826

2,557

877

1,079

535

(2,872)

(2,609)

(807)

(649)

(691)

(725)

Expenditures on other property, plant
and equipment and intangible assets

(360)

(266)

(111)

(61)

(58)

(130)

ignated for decommissioning of mines
and other technological facilities

(293)

(26)

(1)

-

(203)

(89)

Acquisition of newly-issued shares of
joint ventures

(439)

(666)

(267)

(109)

(63)

-

designated for decommissioning of
mines
and other technological facilities

335

9

67

-
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66

Other

(14)

19

×

(6)

(3)

(6)

1

(3,643)

(3,539)

+2.9

(1,125)

(822)

(819)

(877)

4,730

2,276

333

972

280

3,145

2,000

-

-

2,000

-

(7,746)

(2,100)

(1,364)

(1,358)

(1,957)

(3,067)

Repayment of lease liabilities

(52)

(10)

(9)

(19)

(16)

(8)

Interest paid on borrowings

(239)

(119)

(122)

(9)

(54)

(54)

(1)

19

×

(7)

5

1

-

(1,308)

66

×

(1,169)

(409)

254

16

97

353

(72.5)

263

(354)

514

(326)

(38)

18

×

5

(4)

2

(41)

957

586

748

1,106

590

957

1,016

957

1,016

748

1,106

590

Expenditures on
mining and metallurgical assets

Net cash
used in investing activities
Proceeds from borrowings

cial instruments

-

Repayments of borrowings

Other
Net cash generated from/(used in)

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

+31.9

×

+6.2
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Net cash generated from operating activities in 2019 amountbefore income tax of PLN 2,122 million, increased by adjusted
depreciation/amortisation in the amount of PLN 1,920 million,
the change in working capital in the amount of PLN 1,123 million and the adjustment in share of losses of joint ventures
Cash generated from operating activities was mainly decreased
by interest on loans granted to joint ventures of PLN -341 million, the change in other receivables and liabilities of PLN -176
Net cash used in investing activities in 2019 amounted to PLN
-3,643 million and mainly comprised expenditures on property,
plant and equipment and intangible assets in the amount of PLN
3,232 million, expenditures on the acquisition of newly-issued
shares of joint ventures in the amount of PLN 439 million and

missioning and other technological facilities in the amount
ed for mine decommissioning and other technological facilities

-1,308 million and mainly comprised proceeds from borrowings
in the amount of PLN 4,730 million, proceeds from the issue
of borrowings in the amount of PLN 7,746 million and interest
alents, in 2019 cash and cash equivalents increased by PLN
59 million and at 31 December 2019 amounted to PLN 1,016

[in PLN million]

957

5048

-3643

4730

Net cash used
in investing
activities

Proceeds from

2,000

-7746

-239

-91

1016

Repayments of

Interest paid on

Other

6,000
4,000
2,000
0
-4000
-6000
-8000
Cash
as at

Net cash generated from operating activities

Proceeds from
the issue of debt
ments

Cash

Assets
Consolidated assets (in PLN million)
31.12.2019

31.12.2018 Change (%)

30.09.2019

30.06.2019

31.03.2019

Mining and metallurgical property,
plant and equipment

19,498

17,507

19,221

18,632

18,126

Mining and metallurgical intangible
assets

1,966

1,657

1,826

1,715

1,654

Other property, plant and equipment

2,829

2,789

2,968

2,945

2,930

155

224

155

155

287

-

4

4

4

4

Other intangible assets
equity method
202

×
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Loans extended to joint ventures

5,694

5,199

5,796

5,327

5,389

124

320

162

258

250

448

541

428

463

520

656

716

783

751

757

157

309

236

223

452

142

109

115

108

108

31,669

29,375

31,694

30,581

30,477

4,741

4,983

5,338

5,277

5,444

Trade receivables

688

799

758

723

1,011

Tax assets

571

417

415

288

312

Derivatives

293

301

363

324

140

280

273

457

420

286

151

132

326

326

258

Cash and cash equivalents

1,016

957

748

1,106

590

Current assets

7,740

7,862

8,405

8,464

8,041

39,409

37,237

40,099

39,045

38,518

Derivatives
measured at fair value

at amortised cost
Deferred tax assets

Non-current assets
Inventories

TOTAL ASSETS

At the end of 2019, total assets in the consolidated stateand were higher as compared to 31 December 2018 by PLN
Non-current assets as at 31 December 2019 amounted
to PLN 31,669 million and were higher by PLN 2,294 million
assets was mainly due to property, plant and equipment and

+5.8

end of 2018, the main decreases were in derivatives, by PLN
Current assets decreased by PLN 122 million, mainly due
to a decrease in the value of inventories by PLN 242 million
end of 2018, the main increases were in tax assets by PLN

Change in assets in 2019
[in PLN million]

37237

2294

-122

Assets as at

Change in
non-current

Change in current assets

39409

40000
30000
20000
10000
0
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Assets as at
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Equity and liabilities
Consolidated equity and liabilities (in PLN million)
31.12.2019

31.12.2018 Change (%)

30.06.2019

31.03.2019

2,000

2,000

2,000

Share capital

2,000

2,000

Other reserves from measurement

(738)

(444)

(767)

(468)

(682)

Accumulated other comprehensive
income other than from measure-

1,954

2,005

1,845

1,897

1,906

Retained earnings

16,894

15,572

17,137

16,442

16,124

Equity attributable to shareholders of the Parent Entity

20,110

19,133

20,215

19,871

19,348

92

92

95

93

93

20,202

19,225

20,310

19,964

19,441

7,525

6,878

7,795

7,910

6,867

183

162

395

127

171

2,613

2,447

2,573

2,649

2,534

1,774

1,564

1,944

1,712

1,593

Deferred tax liabilities

445

498

422

404

587

Other liabilities

631

598

623

598

603

13,171

12,147

13,752

13,400

12,355

348

1,071

1,346

1,050

1,795

91

43

66

47

55

2,766

2,053

1,656

1,882

1,917

1,150

1,044

1,124

1,036

891

433

349

530

453

678

Equity attributable to
non-controlling interest
Equity
Borrowings, lease and debt securities

Derivatives

Provisions for decommissioning costs
of mines and other facilities

Non-current liabilities
Borrowings, lease and debt securities

Derivatives
Trade and similar payables

Tax liabilities

204

-

30.09.2019

-
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Provisions for liabilities and other
charges

222

271

148

162

265

Other liabilities

1,026

1,034

1,167

1,051

1,121

Current liabilities

6,036

5,865

6,037

5,681

6,722

Non-current and current liabilities

19,207

18,012

19,789

19,081

19,077

TOTAL EQUITY AND LIABILITIES

39,409

37,237

40,099

39,045

38,518

Equity as at 31 December 2019 amounted to PLN
20,202 million and was higher by PLN 977 million than at the end

as at 31 December 2019 amounted to PLN 13,171 million
and were higher by PLN 1,024 million compared to the end
of 2018, mainly due to an increase in liabilities due to
non-current borrowings by PLN 647 million, provisions for

decommissioning costs of mines and other facilities by PLN
-

as at 31 December 2019 amounted to PLN 6,036 million
and were higher by PLN 171 million compared to the end
of 2018, mainly due to an increase in trade and similar payables
by PLN 713 million alongside a decrease in borrowings

Change in equity and liabilities in 2019
[in PLN million]

37237

977

1024

171

39409

Equity and
liabilities as at

Equity

Non-current
liabilities

Current liabilities

Equity and
liabilities

40000

30000

20000

10000

0
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Contingent assets and liabilities due to
guarantees granted
As at 31 December 2019, the Group held contingent assets due to guarantees granted in the amount of PLN 630 million,
which mainly related received guarantees for the proper performance of agreements in the amount of PLN 356 million and
As at 31 December 2019 the Group held liabilities due to guarantees and letters of credit in the amount of PLN 2,470 million

The most important items are collateral securing liabilities:

a letter of credit in the amount of PLN 522 million, granted to secure the obligations due to a long-term contract

a

corporate

guarantee

in

the

amount

of

PLN

Sumitomo Corporation, securing repayment of a corpo60 million, granted to secure the payments from lease
agreements entered into,

a corporate guarantee in the amount of PLN 34 million,
securing claims arising from the obligation to restore

803 million securing the repayment of short-term working
capital facilities,

guarantees in the amount of PLN 190 million, securing

under a project underway in the United Kingdom,

the proper performance of future environmental obliga-

206

tions of the Parent Entity to restore the area, following the
age facility,
guarantees and letters of credit in the total amount of PLN
23 million, securing the proper performance of agreements entered into by the Parent Entity and companies in
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GRI 201-1

KGHM

Sales revenue achieved in 2019 were PLN 1,926 million (+12%) higher than those in 2018 as a result of:
higher sales volume (copper by 8% and silver by 14%)

more favourable USD/PLN exchange rate (+6%) and silver
prices (+3%) alongside with worse copper prices (-8%)

Sales revenue
+12% yoy

[in PLN million]

15757

17683

20000
1,420
Other 1)
Silver

1,714
2,101

2,789

Copper
and
copper

11,942

13,474

10000

0

2018

2019

4440

4316

4515

4219

4633

Q4 2018

Q1 2019

Q2 2019

Q3 2019

Q4 2019

4,000
3,000
2,000
1,000
0

Sale of copper and copper products
+8% yoy

[kt]

514

557

600
including:
- concentrate

22

400
300
200
100

267

and OFE rod

0

2018

2019

148

135

145

135

142

Q4 2018

Q1 2019

Q2 2019

Q3 2019

Q4 2019

120
90
60
30
0
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Sales of silver
+13% yoy

[t]

1227
1200

1393

including:
- concentrate

81

900
600
300
0

2018

2019

358

325

381

323

364

Q4 2018

Q1 2019

Q2 2019

Q3 2019

Q4 2019

400
300
200
100
0
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Increase in unit EBITDA with an accompanying
EBITDA 6% above the 2018 result due to a higher
volume of copper sales and more favourable exchange

The net result of PLN 761 million (-38%) was lower than
in 2018 due to impairment – impairment loss recognised
in 2019 (-PLN 460 million), while in 2018 such impairment
loss was reversed (+PLN 355 million)

Adjusted EBITDA
+6% yoy

[in PLN million]

3416

3619

2018

2019

4,000
3,000
2,000
1,000
0

828

999

920

949

751

Q4 2018

Q1 2019

Q2 2019

Q3 2019

Q4 2019

1,000
800
600
400
200
0

-38% yoy

[in PLN million]

2025

1264

2018

2019

2,000

1,000

0

595

695

532

436

-399

Q4 2018

Q1 2019

Q2 2019

Q3 2019

Q4 2019

800
600
400
200
0
-200
-400
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(in PLN million)

2019

2018

Revenues from contracts with customers

17,683

- adjustment to revenues due to hedging transactions

245

Cost of sales, selling costs and administrative expenses

Change
(%)

4Q’19

3Q’19

2Q’19

1Q’19

15,757

4,633

4,219

4,515

4,316

125

75

93

43

34

(13,460)

(4,216)

(3,577)

(3,907)

(3,591)

2,392

2,297

+4.1

417

642

608

725

Other operating income and
(costs)

39

1,149

(96.6)

(977)

564

73

379

liabilities other than borrowings

168

386

(340)

492

(127)

143

272

244

60

80

66

66

37

239

-

-

37

-

(39)

(150)

(78)

1

37

0

(122)

(136)

(65)

(29)

(9)

(19)

31

53

(19)

22

9

19

102

270

3

(3)

7

95

(460)

355

×

(460)

-

-

-

84

(63)

×

(53)

(5)

62

80

(34)

(49)

(25)

6

(9)

(5)

(504)

(774)

117

(548)

100

(173)

(209)

(592)

265

(532)

165

(107)

(183)

(127)

(108)

5

(43)

(37)

(49)

(23)

(26)

(10)

(7)

(6)

- interest on loans granted and other

- dividend income
- provisions (recognised)/released
- measurement and realisation of derivatives
- fees and charges on re-invoicing of
costs of bank guarantees securing the
payment of liabilities
- (recognition)/reversal of impairment

- (recognition)/reversal of impairment
cates in subsidiaries

assets measured at fair value through

- other
Finance income / (costs)

- interest on borrowings
- fees and commissions on
bank and other loans
210

-

(34.9)
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- measurement and realisation of derivatives

(22)

11

(41)

(43)

1,927

2,672

Income tax

(663)

(647)

PROFIT/LOSS FOR THE PERIOD

1,264

2,025

(1,220)

(1,119)

3,619

3,416

Depreciation/amortisation recognised
Adjusted EBITDA1)

×

(27.9)

(37.6)

+5.9

(4)

(1)

(5)

(12)

(10)

(10)

(10)

(11)

(443)

658

781

931

44

(222)

(249)

(236)

(399)

436

532

695

(327)

(307)

(312)

(274)

751

949

920

999

(recognised in cost of sales, selling costs and administrative expenses)

Item

Impact
on change

Description

loss

(in PLN million)

Increase in revenues from con-

(excluding the impact
of hedging transactions in the amount
of PLN +120 million)

211

+1,393

An increase in revenues due to a higher volume of sales

+1,029

An increase in revenues from sales of main products
(Cu, Ag, Au) due to a more favourable average annual USD/

(717)

A decrease in revenues due to lower prices of copper
(-523 USD/t, -8%) alongside higher prices of gold

+101

An increase mainly in other revenues from sales, including
revenues from the sale of merchandise and materials
(+PLN 51 million) and an increase the amount from the fair
value measurement of receivables from M+ type sales (+PLN

OPERATING AND FINANCIAL RESULTS

An increase in cost of
sales, selling costs and
administrative expenses 1) (-PLN
1,831 million)

(738)

Higher consumption of purchased metal-bearing materials
by 29 thousand tonnes of copper at a comparable purchase
price

(605)

(488)

Including an increase in other expenses by nature by PLN

factors (-PLN 136 million), depreciation/amortisation (-PLN
side a lower

Impairment losses (recognised)/
reversed on shares and invest-

(815)

Change in the balance of impairment losses recognised/
reversed on shares in subsidiaries from PLN +355 million

Impairment losses (recognised)/
reversed

(168)

Change in the balance of impairment losses recognised/

Dividend income

(202)

A decrease in dividend income from PLN 239 million

(+PLN 165 million)

(218)

+383

measurement of assets and liabilities other than borrowings

on the measurement of borrowings (presented in

cial assets measured at fair value

+147

Impact of derivatives and hedging
transactions (+PLN 101 million)

+120

A change in adjustments to revenues from contracts with
customers due to the settlement of hedging transactions

+14

A change in the result due to the measurement and realisation of derivatives in other operating activities,

(33)

A change in the result due to the measurement and realisa-
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Provisions (recognised)/released
(+PLN 111 million)

+55

+56

Change in the balance of
income and costs due to
interest on borrowings
(-PLN 76 million)

Increase in income tax

A decrease in provisions recognised, from PLN -162 million

An increase in provisions released, from PLN 12 million

+28

(56)

(22)

A decrease in income related to fees and
commissions on re-invoicing of costs of bank guarantees
securing the payment of liabilities

(26)

Higher fees and commissions on borrowings

(16)

The increase in income tax results from an increase in current income tax by PLN 65 million, alongside an increase
in deferred income tax
by PLN 111 million and a negative adjustment of current

1) Cost of products, goods and materials sold plus selling costs and administrative expenses

213

165

147

101

111

-76

-16

Income tax

-202

Interest,
fees and com-

-815

Recognition/
reversal of provisions

-168

Impact of derivatives
and hedging transactions

-1831

Gains/losses due to
change of

1806

Impairment losses recognised/
reversed on shares and invest-

2025

Impairment losses
recognised/reversed on

[in PLN million]

17

1264

2500
2,000
1500
1,000
500
0
-500
-1,000
-1500
Other

Dividend income

Cost of sales, selling costs
and administrative

Increase in
sales revenue 1)

-2,000

(in PLN million)

3Q’19

2Q’19

1Q’19

2,672

(443)

658

781

931

1,220

1,119

327

307

312

274

200

181

89

86

11

14

188

(1,000)

1,007

(178)

(474)

(167)

Exclusions of income and costs, total

1,608

300

1,423
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(151)

121

Income tax paid

(465)

(710)

(70)

(74)

(258)

(63)

973

553

1,293

(228)

381

(473)

4,043

2,815

2,203

571

753

516

(2,294)

(1,884)

(584)

(456)

(465)

(789)

(72)

(23)

(8)

(6)

(2)

(56)

Other adjustments

Changes in working capital
Net cash generated from operating activities
Expenditures on mining and metallurgical assets
Expenditures on other property, plant
and
equipment and intangible assets
214

2018

1,927

Change
(%)

4Q’19

Depreciation/amortisation recognised

2019

×

+43.6
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Expenditures on the acquisition

(430)

(10)

(2)

(37)

-

(391)

(445)

(682)

(273)

(109)

(63)

-

404

-

-

13

-

391

37

239

-

27

10

-

(54)

(39)

(8)

(11)

(11)

(24)

(2,854)

(2,399)

(875)

(579)

(531)

(869)

4,669

2,257

293

953

280

3,143

2,000

-

-

-

2,000

-

(7,726)

(2,073)

(1,358)

(1,352)

(1,951)

(3,065)

(228)

(152)

(121)

(8)

(51)

(48)

20

(80)

×

41

22

(98)

55

(1,265)

(48)

×26.4

(1,145)

(385)

180

85

(76)

368

×

183

(393)

402

(268)

on cash and cash equivalents

(35)

25

×

(4)

4

(3)

(32)

Cash and cash equivalents
at the beginning of the period

627

234

337

726

327

627

Cash and cash equivalents
at the end of the period

516

627

516

337

726

327

and shares in subsidiaries
Loans granted
Proceeds from the redemption

Dividends received
Other
Net cash
used in investing activities
Proceeds from borrowings

cial instruments

-

Repayments of borrowings
Interest paid
Other
Net cash generated from/(used in)

×

+19.0

×

(17.7)

Net cash generated from operating activities in 2019 amount-

among others by depreciation/amortisation in the amount
of PLN +1,220 million, less income tax paid in the amount
of PLN -465 million and the change in working capital in the
Net cash used in investing activities in 2019 amounted to
on mining and metallurgical property, plant and equipment
-
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amounted to PLN -1,265 million and mainly comprised proceeds from borrowings in the amount of PLN +4,669 million
and from the issue of bonds, PLN +2,000 million alongside
repayments of borrowings of PLN -7,726 million and interest

equivalents, in 2019 cash and cash equivalents decreased
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[in PLN million]

627

4043

-2294

-445

4669

2,000

-7726

-228

-130

516

5,000
4,000
3,000
2,000
1,000
0
-1,000
-2,000
-3000
-4000
-5000

Other

Interest paid

Proceeds from the issue of

Loans granted

Expenditures on mining and
metallurgical assets

Net cash generated from
operating activities

-6000
-7000
-8000

Assets, equity and liabilities
(in PLN million)

31.12.2019

Mining and metallurgical property,
plant and equipment

31.12.2018 Change (%)

30.09.2019

30.06.2019

31.03.2019

18,092

16,382

17,769

17,359

16,922

Mining and metallurgical
intangible assets

651

576

628

616

649

Other property, plant and equipment

103

92

89

89

90

61

52

47

48

50

2,946

3,510

3,405

3,415

3,377

8,200

7,453

8,218

7,709

7,768

7,217

6,262

7,273

6,641

6,623

123

319

162

257

249

-

9

12

-

93

58

24

34

27

28

30,111

28,098

30,202

29,263

28,977

3,783

4,102

4,329

4,362

4,484

Other intangible assets
Investments in subsidiaries

- loans granted
- derivatives
Deferred tax assets

Non-current assets
Inventories
216

×

+7.2
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Trade receivables

243

310

242

206

540

Tax assets

435

275

336

222

171

Derivatives

291

300

363

323

139

Cash pooling receivables

335

247

464

403

285

221

242

389

348

221

54

49

126

194

117

516

627

337

726

327

Current assets

5,878

6,152

(4.5)

6,586

6,784

6,284

TOTAL ASSETS

35,989

34,250

+5.1

36,788

36,047

35,261

Cash and cash equivalents

As at 31 December 2019, total assets amounted to PLN 35,989 million, or an increase as compared to the end
of 2018 by PLN 1,739 million, or by 5%, mainly due to increases in the following items:
property, plant and equipment and intangible assets
by PLN 1,805 million, including mining and metallurgical
property, plant and equipment by PLN 1,710 million, arising from the realisation of investments – expenditures
on property, plant and equipment and intangible assets
in 2019 amounted to PLN 2,481 million,

side a lower amount of derivatives (-PLN 196 million),

tax assets by PLN 160 million,
cash pooling receivables by PLN 88 million,
alongside a decrease in the value of investments in subsidiaries by PLN 564 million as well as inventories by PLN
work in progress (-PLN 472 million) alongside an increase in

-

-205

88

-111

-70

Other
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Cash and cash
equivalents

-319

Cash pooling
receivables

955

Derivatives

-564

Tax assets

1805

Inven-

34250

Loans granted

[in PLN million]
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Assets

Investments
in subsidiaries

Property, plant and equipment
and intangible assets

Assets

-5000
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(PLN million)

31.12.2019

Share capital

31.12.2018 Change (%)

30.06.2019

31.03.2019

2,000

2,000

2,000

2,000

2,000

(698)

(307)

(730)

(437)

(552)

(622)

(593)

(616)

(713)

(645)

Retained earnings

19,209

17,945

19,608

19,172

18,640

Equity

19,889

19,045

20,262

20,022

19,443

7,215

6,758

7,525

7,652

6,637

131

68

324

52

84

2,363

2,235

2,347

2,425

2,311

1,119

980

1,270

1,099

982

277

199

191

201

193

11,105

10,240

11,657

11,429

10,207

Borrowings, lease and
debt securities

275

1,035

1,290

996

1,740

Cash pooling
liabilities

130

80

80

50

135

60

13

29

14

19

2,460

1,920

1,439

1,610

1,631

liabilities

890

783

841

770

696

Tax liabilities

258

233

424

360

516

Provisions for liabilities and other
charges

158

190

82

87

190

Other reserves from

Accumulated other
comprehensive income

Borrowings, lease and debt securities

Derivatives

Provisions for decommissioning
costs of mines and other
technological facilities

Other non-current liabilities
Non-current liabilities

Derivatives
Trade payables
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30.09.2019

+4.4

+8.4
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Other current
liabilities
Current liabilities

764

711

684

709

684

4,995

4,965

4,869

4,596

5,611

There was an increase in equity and liabilities, mainly due to increases in the following items:
equity by PLN 844 million, including with respect to the

alongside a decrease in borrowings, lease and debt secu1,437 million), changes in accounting policies – implemen-

trade payables (+PLN 540 million),

an increase in provisions for decommissioning costs
of mines and other technological facilities (+PLN 139 million)

235

540

139

110

174

Other

-303

Derivatives

844

Provisions for decommissioning costs

34250

Trade payables

[in PLN million]

35989
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liabilities
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debt securities

Equity
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40000
35000
30000
25000
20000
15000
10000
5,000
0
-5000

Contingent assets and liabilities due to guarantees granted
At the end of 2019, contingent assets amounted to PLN 731 million and related mainly to promissory notes
At the end of 2019, liabilities due to guarantees granted amounted to PLN 2,813 million and due to promissory notes payable PLN 16 million, including:
a security for the performance of contracts entered into
a security for the costs of restoring the areas of the Robinson mine, Podolsky mine and the Victoria project, PLN
a security for the proper performance by DMC Minof a contract for sinking shafts under a project underway
in the United Kingdom in the amount of PLN 190 million
(USD 50 million),
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As far as the Company is aware, at the end of the reporting
period the Company determined the probability of paying the

ment entities due to expansion of the tailings storage facility
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GRI 201-1

Selected indicators of GRI standards illustrating activities relating to ethical issues in the

G205-3

Recorded corruption cases ended in:

KGHM Polska

KGHM
Group

disciplinary dismissal or punishment of employees

2

0

refusal to renew contracts with business partners
due to breach of corruption rules

0

0

legal actions pertaining to corruption practices
taken against the reporting organization
or its employees in the reporting period

0

0

Total

2

0

Selected indicators of GRI standards illustrating activities relating to ethical issues
in the KGHM
Group and KGHM
Total number of employees
Total number of employees
(head count)

Number of employees

KGHM Group

Total

220

34,329

*
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New employee hires and employee turnover
Number of employees
(calculated in terms of
persons)

New hires
in 2019:

Employee
departures
in 2019:

Rate of new employee hires
(calculated in terms of
persons)

Number of new hires

Total number of employees
(head count) broken
down to:
KGHM
Polska

KGHM
Group

Total

34,329

Total number of employee
departures (head count) broken
down to:

Number of employees
(calculated in terms of
persons)

KGHM
Group

18,536*

2,519

KGHM
Polska

988

KGHM
Polska

KGHM
Group

7.33%

Number of employee departures (head count)

5.33%

Percentage of
employee departures

KGHM
Group

KGHM
Polska

KGHM
Group

KGHM
Polska

KGHM
Group

KGHM
Polska

34,329

18,536*

2,570

952

7.48%

5.14%

Total

Number of work-related accidents by gender
KGHM Group
Women

Men

Women

Men

Total number of work
accidents (incidents)

78

464

4

295

Number of fatal accidents
(incidents)

0

3

0

3

Number of severe accidents
(incidents)

0

3

0

2

Number of minor accidents
(incidents)

74

450

0

290

Total number of people
injured in accidents

221

531
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Average hours of training per year per employee
Total number of training hours
Total

KGHM Group

Total number of training hours

575,861

431,949

Number of employees

34,329

18,536*
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Selected indicators for 2019 illustrating

by areas
Donations
AREA

DONATIONS FOR INSTITUTIONS

Amount awarded [PLN]

Number of projects/
number of individuals

17,763,651.78

313

45

56

88

124

DONATIONS FOR INDIVIDUALS

1,194,825.18

169

168

1

“Health Promotion and
Environmental Hazards Prevention
Program”

616 (children)

TOTAL DONATION AMOUNT

A detailed list of donations granted to institutions is presented at
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Selected GRI Standards indicators for 2019 presenting actions
G302-1

Direct and indirect energy consumption within the organization

1

Total consumption
of energy from renewables
(own or purchased)
broken down by type of raw
material

Values (MWh)

KGHM Group

coal

Non-renewable

natural gas
heating oil
Diesel fuel

Total

2

Total consumption

3,783,864.24

Total consumption of energy
from renewables
(own or purchased)
broken down by type of raw
material

2,379,006.19
Values (MWh)

KGHM Group

biomass
Biofuels
wind energy
Renewable

solar energy
geothermal energy
Hydro energy
Other (t)

Total

3

Total consumption

1,348.80
Values (MWh)

Total consumption of energy
produced or purchased, by
multiples thereof

0.00

KGHM Group

electricity
heat (including consumption of
steam, consumption of cooling
energy)
Total

Energy consumption

3,709,837.39

3,235,949.30
Values (MWh)

4

224

heat, cooling and steam, in

KGHM Group
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Total sales of electricity

heat in steam, heat in water,
cooling energy)
Total

Sales

1,733,686.49

409,624.66

5

Total energy consumption
within the organization
according to the formula

5,761,363.94

5,205,330.82

G305-2

Indirect greenhouse gas emissions
Greenhouse gas emissions (tCO2e)

Indirect emissions,
by source

KGHM Group

“Emissions resulting from electricity
purchased for own needs”

“Emissions resulting from heat purchased for own needs”
“Emissions resulting from cooling
energy
or steam purchased for own needs”
Total indirect emissions

2,448,066.43

1,976,885.77

-

Total weight of waste by type and disposal method
Weight of waste in 2019 [tonnes]
Total weight of non-hazardous waste and inert
waste as well as hazardous waste, by treatment method

1

Re-use of waste

2

Recycling (including
organic recycling,

225

non-hazardous waste
and inert waste
KGHM
Group

KGHM Polska

hazardous
waste
KGHM
Group

KGHM Polska
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3

Recovery (including
recovery of energy)

4

Incineration (or use as fuel)

5

6

Dumping in deep wells

7

Storage on site

8

Other
TOTAL

30,470,177.52

30,329,367.56

331,359.35

311,636.34

G307-1

with environmental laws and regulations

v
Information on administrative and court sanctions imposed on the organization for
non-compliance with environment protection regulations
KGHM GROUP
ance with
environmental laws and regulations
[PLN]”
istrative and judicial sanctions
imposed on the organization for
non-compliance with environmental
legislation, including international
declarations / conventions / treaties
and national, regional and local
laws, as well as voluntary arrangements with regulatory bodies that
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Contact data

59-301 Lubin
Poland

INVESTOR RELATIONS DEPARTMENT

COMMUNICATION AND CSR DEPARTMENT
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