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1. Introduction

Presented document, Social Financing Framework, aims to provide the information
about the investment financed by the proceeds obtained by Dolnoslgskie Centrum
Rehabilitacji i Rekreacji Sp. z 0.0. (Lower Silesia Rehabilitation and Recreation Center
Ltd.), further called “DCRIR”, as the Social Loan. The document describes the
selection criteria for the project and its expected positive social impact. It was prepared
on the basis of Social Loan Principles (SLP) published by Loan Market Association in
March 2025.

DCRIR is a municipal company of the City of Lubin, established in 2022 in order to
conduct one of its strategic projects, responsive to identified needs of its citizens.
Investment is called ,Dolnos$lgskie Centrum Rehabilitacji, Rekreacji i Sportu oraz
Odnowy Biologicznej dla Seniorow, Oséb Niepetnosprawnych i Aktywnych Fizycznie”
("Lower Silesian Rehabilitation, Recreation and Sports and Biological Renewal Center
for Seniors, Disabled and Physically Active People"). The project is expected to serve
the community, especially vulnerable groups such as the elderly and people with
disabilities.

This document describes social context of the region and justifies the need for such
investment. It also defines eligibility criteria for the project, target population and social
objectives it addresses. Process for evaluation and selection of the project is presented,
together with information about the management of the proceeds and rules for annual
reporting.
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2. Background

City of Lubin and its region is an exceptional area. It became the capital of a prominent
industrial region, dynamically growing due to copper ores mining operation of KGHM
Polska Miedz S.A. company.

Principle of sustainable development is one of the five rules providing direction of the
city’s development!, according to which all strategic activities and investments are
conducted. The principle is understood with respect to the definition of sustainable
development given by UN World Commission on Environment and Development — so
that the needs of the present generation can be met without diminishing the chances
of future generations to meet them. It means that all events planned in the city, including
its transformation and economic diversification are performed in sustainable manner,
in relation to environmental and social aspects.

Moreover, the next city’s principle is accessibility. It is to ensure architectural, digital,
information and communication accessibility for people with special needs, resulting
from the consideration of universal design or the implementation of reasonable
accommaodation.

The city published the document “Lubin 2035 - strategy for the development of the City
of Lubin” on 28™ September 2021. The document presents in-depth diagnosis of current
state of the city and its surroundings, its growth barriers, but also analyses possible
scenarios for development. Key findings regarding the purpose of DCRIR
establishment and functioning are presented below.

Demography

Population of the city counts for about 72 300 citizens? and the number is constantly
decreasing. Projections show that till 2030 the city population may decrease by 10%.
This phenomenon is perceived as unfavourable. Despite negative birth rate, second
main reason for this trend is a negative migration balance. It refers mostly to young and
educated people, having detrimental effects on city socioeconomic potential and its
investment attractiveness. Abovementioned tendency may be result of high risk of so
called resource curse, as the economy of the region is focused on the KGHM Polska
Miedz activities. KGHM is a global leader in the mining industry, specializing in copper
and other precious metals extraction. It conducts its operation in the region of Lubin
being main employer in this area. However, not only the population number, but also
its age structure reduces the demographic potential of the city. Dependency ratio is
growing which means an increase in the post-working age population relative to the
pre-working age population. The society is aging and those changes in the age
structure of the population will affect the direction of infrastructure investment in the
future. It may also influence the conduct of current social policies. First of all, growing
popularity for services aimed at the older population should be expected. So is the
increase in spending related to health care and the expansion or adaptation of
infrastructure to the needs of the elderly and disabled.

1 Lubin 2035 — Strategia Rozwoju Miasta Lubina”
2 Data from GUS, 2019
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Healthcare, sports and recreation

Both demographics and increased profile of health risks due to region characteristics
implicate the necessity to constantly develop healthcare  system.
Itis a key factor to maintain welfare of the citizens, reduce exposure to poverty resulting
from health issues and allows to achieve economic growth.

Lubin’s priorities for the area of healthcare are:

e Adaptation of the health care system to the demographic condition,

¢ Dissemination and strengthening of preventive care at all age groups,
e Popularization of a culture of safety and healthy lifestyles,

e Improving the efficiency of the healthcare system.

Sports and recreation are basic elements of a healthy lifestyle, helping maintain not
only physical wellbeing, but having huge impact on mental health. This is why the City
of Lubin conducts broad activities to extend and promote sports and leisure offerings
of the region, available to a wide range of users. Existing facilities are perceived as
good, however short deficiencies in sports and recreation infrastructure were identified
by the citizens. According to the public consultations conducted within, the
unsatisfactory supply of sports and recreational infrastructure is still acknowledged.
Therefore, further investment in its development is necessary. It should be remembered
that this infrastructure, in addition to its leisure time management and health
improvement function, has also activating and inclusive role. Its accessibility can also
influence investment decisions made by the business community. Lubin’s priority is
then to provide attractive, good quality recreational services with social value.
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3. Social Financing Framework structure

The purpose of this document is to ensure the social character of the investment
financed under this Framework. It will provide the knowledge about how this project
may generate social value, strengthening positive impact and indicating the direction of
development of the area and its municipal company. Promoting the values driving the
investment such as sustainable development, accessibility and health prevention
activities is of great concern of the City of Lubin and its surroundings.

The structure of the Social Financing Framework is aligned with LMA Social Loan
Principles (SLP) published in March 2025:

i. Use of Proceeds

ii. Process for Project Evaluation and Selection
iii. Management of Proceeds

iv. Reporting

Transparency, accuracy and integrity of the information disclosed in the Framework
and the ongoing reporting will be assured and confirmed by external reviewers. This
document has been examined and obtained Second-party Opinion published by S&P
[date].
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4. Use of Proceeds

Proceeds obtained under this Social Financing Framework will be used exclusively to
finance Eligible Social Project. Such investment fulfill the criteria stated below so that it
corresponds to defined category and have positive social impact on the pointed target
populations.

Eligible Social Project

To be eligible for financing under Social Financing Framework, investment must
contribute to social objectives, aim to meet the impact targets and fulfill all the criteria,
in particular eligibility criteria for project category. It must comply with Polish law and
the City of Lubin’s policies, including “Lubin 2035 — strategy for city development”.
Process related to planning and operation of the investment should be performed
according to law, taking into account both environmental and social conflicts (such as
no threat to biodiversity or no discrimination or corruption). The investment should
include long-term perspective and answer to the defined social problem by means of
clear social benefits.

Eligible Social Category

The category is defined to include a specific type of investment, however it clearly
states what kind of social impacts it aims to promote.

Health, Sports and Leisure

Investments include construction, development or modernization of sports ground,
playgrounds, leisure facilities, healthcare infrastructure, rehabilitation facilities and
other types of sites for sports, health and leisure activities. It addresses the social
objectives of the City of Lubin and its surroundings:

Equal Access to Sports, Leisure and Social Activities by Physical Accessibility
and Affordability

Investments that promote equal access to health, sports and leisure activities by means
of proper architecture and design (physical accessibility) and adjusting user cost level
(affordability).

Target population:

i.  People with disabilities - people with temporary or permanent disability who,
as a result, may experience poorer health outcomes, have less access to
healthcare, education and work opportunities, and are more likely to live in
poverty than those without a disability

ii.  Elderly population — people aged 65 and over
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SDG Mapping:

Goal 3: Good Health and Well-being
Goal 10: Reduced Inequalities
Goal 11: Sustainable Cities and Communities

Target social impacts

1) Improved physical accessibility of the health, sports and leisure infrastructure
verified and confirmed by external auditor, at the stage of design and after the
launch of the facility

2) Improved affordability of the health, sports and leisure infrastructure by means of
appropriate cost level of the services for target populations
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5. Process for Project Evaluation and Selection

DCRIR is a municipal company dedicated to the project of construction and management of the
facility called ,Dolnoslgskie Centrum Rehabilitacji, Rekreacji i Sportu oraz Odnowy Biologiczne;
dla Senioréw, Osdb Niepetnosprawnych i Aktywnych Fizycznie” ("Lower Silesian Rehabilitation,
Recreation and Sports and Biological Renewal Center for Seniors, Disabled and Physically
Active People"). It was constituted on 14" of October, 2022 by means of the resolution No.
XXXIX/278/22 of the city council from 4™ of October, 2022 into establishment by municipal district
of Lubin the company called Dolnoslgskie Centrum Rehabilitacji i Rekreacji Spdtka z ograniczona
odpowiedzialnoscig.

The project is a public service of general economic interest and will be implemented to meet the
collective needs of all residents and social groups, as well as comprehensive rehabilitation care
to ensure that people with mobility limitations achieve a level of performance that allows for social
integration. It is expected to improve the physical accessibility of health, sports and recreational
infrastructure in the city and surrounding areas. Target groups are people with disabilities of
varying degrees and the elderly.

It is recognized that disability increases with age, and rehabilitation is an important component of
the continuation of services offered to the aging community. DCRIR aims to increase the
availability of rehabilitation services to shorten the period of recovery and increase the chances
of returning to work, in a situation of inequality in the level of resources in the health care system
available to different social groups, including in the face of health access inequality. Through the
establishment of rehabilitation sites, people with disabilities and the elderly will have access to
health care and be able to improve health outcomes.

Affordable price (price concessions) will be made available for the elderly, so that every elderly
person will have the opportunity to use the facility and spend time integrating with various social
groups.

The construction of the Center is expected to increase access to services and activities that
promote equal health conditions and support preventive health and integration of all social
groups. The project is conducted accordingly to the polish law, also in terms of the analysis of
environmental and crucial social risks. The Regional Directorate for Environmental Protection in
Wroctaw stated that location, scope and parameters of the planned investment do not qualify it
as a project likely to have significant impact on the environment and local communities.
Construction process is performed in line with the construction law while Public Employment
Agency inspects it on an ongoing basis. Occupational health and safety regulations are
mandatory on the construction site and external subcontractor is employed to verify it and provide
weekly reports on this area.

The project was pre-selected for the Social Loan as the company is dedicated to conduct only
this investment and maintaining the facility. The Board Management decided to set the goals in
regards to the target population, hence promoting the decision about social characteristics of the
financing. Decision-making process for evaluation of the project as the social loan based on the
analysis of the definitions established and adjusting the project to fulfill the criteria. Beside the
decision about the eligibility of the project as the social loan and its alignment with the Polish law,
the Board Management of the company is responsible for reviewing and approving the Social
Financing Framework as well as reviewing and approving the annual Reports.
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6. Management of Proceeds

Proceeds from the social loan, with each tranche clearly labelled, will be paid on the
earmarked account dedicated for the investment allowing for strong monitoring and
tracking of the use of those proceeds. Temporary management of unallocated
proceeds will base on preserving the cash on the account.

DCRIR will collect and provide financial institutions with documentation validating the
use of proceeds, including:

i. Declaration of the technical advisor
ii. Issued and paid invoice copies

confirming that:

e Submitted invoice is related to project tasks according to project budget;

e Submitted invoice has not been the subject of the declaration of technical
advisor previously;

e Completed tasks are aligned with the project documentation and the project
budget while investment progress is according to the project documents and
the project schedule.
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7. Reporting

DCRIR will keep up-to-date information on the use of proceeds available to the lenders.
DCRIR is committed to prepare annual reports, starting from one year after receiving
the social loan, until the loan will be fully drawn (or in the event of significant changes
— until the loan lifetime). Reports will be subjected to the verification by external party.
The document will be published on the DCRIR website.

The allocation part of the report will include:

o Brief description of the project together with description of the target population;
e The amount allocated.

Impact reporting will address the social objectives and the outcomes of the project
regarding the qualitative and quantitative indicators against the target populations, for
instance:

e Accessibility audit performed;

e Adjusted cost levels of the services;

e Ratio of the elderly visitors to all visitors of the facility

¢ Number of beneficiaries of health and rehabilitation services
¢ Ratio of people with disabilities to all visitors of the facility.

The investment failing to meet its social goals is not a criterion for exclusion. However,
if an Eligible Social Project does not meet its target due to external circumstances,
DCRIR will, to the best of its ability, describe what is deemed to have prevented the
fulfillment of the goals.
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8. External verification

S&P Global Ratings has provided a Second Party Opinion on Social Financing Framework
to confirm the alignment of this document with the LMA Social Loan Principles. The Second
Party Opinion will be made available on company’s website.



