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INTRODUCTION

Letter from the President of the
Management Board

[102-12]  [102-14]

The twelve months of 2020 were full of new challenges, mainly caused by the COVID-19 pandemic. However, in this strenuous
environment we delivered strong financial performance, one contributor being the consistent implementation of our business
diversification strategy. At the same time, we continued to face all the previous challenges related to fostering a change in
environmental attitudes and the broad climate and energy transition. At the Grupa Azoty Group, we fully understand that
changes promoting climate protection require involvement of the business community. Just to give some numbers
demonstrating the specific efforts we make towards this goal: in 2020 alone we achieved a year-on-year reduction of 10% in our
energy generation fuel requirement, of 209 in emissions of greenhouse gas nitrous oxide, of more than 179% in PM 2.5 emissions,
and of 5% in waste volumes.

Reduction of greenhouse gas emissions, implementation of decarbonisation solutions as well as all issues related to the European
Green Deal in general require fast and prudent action. Equally important for doing business and communicating with
stakeholders is the need to prepare for the new taxonomy requirements. We are facing a difficult but important period of
transition and continued value creation in line with the principles of sustainability. We are ready for these changes because
we understand that by lowering our emissions we improve our competitive edge and gain new business opportunities. The
details of specific projects are presented in the Grupa Azoty Group Strategy for 2021-2030.



The success of the Grupa Azoty Group would not be possible without innovation. We know and understand how much value and
market advantage can be derived from research and development. In 2020, we launched the construction of a modern Research
and Development Centre in Kedzierzyn - Kozle, as we want to give our experts and scientists access to the best technologies and
world class equipment. This is the only way to advance and continue to set trends for the chemical industry.

The Agro Fertilizers segment remains the key business area of the Grupa Azoty Group, and one of the key tasks is education and
support for farmers and food producers. We know the opportunities they are presented with. We also know their needs and the
challenges posed to farmers, but also to us, by the European Green Deal. Our objective is to introduce fertilizer formulas that will
ensure effective achievement of production targets by farmers in compliance with the applicable environmental regulations.

One of the key and noteworthy projects completed in 2020 was the successful start-up of a new granulated fertilizer plant at
Grupa Azoty Putawy, and specifically the launch of the first mechanical granulation production line, complete with logistics
facilities, with an annual production capacity of 400,000 tonnes of ammonium nitrate or, alternatively, 466,000 tonnes of calcium
ammonium nitrate. The construction of the second production line with the same capacity is in progress. The two lines can
produce more than 800 thousand tonnes of fertilizers per year and are our response to growing demand from large-scale
agriculture. The second production line is expected to be commissioned in the first half of 2022. Work is also under way on
Polimery Police, the largest chemical industry project in Poland and one of the largest in Europe. It is another initiative intended
to bring us closer to the diversification of our business, in this case into the promising polypropylene market. Currently, the
project in more than 70% complete, and its commissioning is scheduled for 2023.

All our activities are part of the process of business integration of the Grupa Azoty Group companies we have been pursuing for
a few years. While maintaining the separate legal identity of the individual plants, we are building a single brand of Grupa Azoty.
The consolidation at the Grupa Azoty Group companies is a continuous process, however, it allows us to develop the Group,
which successfully competes on foreign markets.

On behalf of the entire Grupa Azoty S.A. Management Board, | extend my sincere thanks to everyone involved in the preparation
of this report, and kindly invite the readers to get acquainted with its contents. | hope that our company’s activities described in it
will meet with your appreciation.

Yours sincerely,
Tomasz Hinc



ABOUT THE GRUPA AZOTY GROUP

Overview of the Group

[102-1] [102-3] [102-4] [IR-Organisational overview and external environment]
The Grupa Azoty Group is Poland's largest manufacturer of chemicals and fertilizer products and one of the most recognisable

names in this industry in Europe. In Poland, we are the leading producer of mineral fertilizers, polyamides, OXO alcohols,

plasticisers, titanium white and melamine. In the European Union, we rank second in mineral fertilizer production and third in
PA6 production.

[102-5]

The strength of our Group is created by 15,000 employees working at more than 50 companies. Our products are appreciated

by customers on five continents — the Americas, Asia, Africa and, of course, Europe. Three Group companies — Grupa Azoty S.A_,
Grupa Azoty Putawy and Grupa Azoty Police — are listed on the Warsaw Stock Exchange.

[102-7]
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Key raw materials
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« South America

s Africa

[102-3] [102-4]

The Parent's registered office is in Tarnow. Most of our production activities are carried out in Poland, but we also operate plants in

Germany and Spain. Over more than ten years we have built the value of the Grupa Azoty Group through innovation and skilful

acquisitions. We have combined traditions and specialisations of the largest Polish chemical plants under the single brand of

Grupa Azoty, creating Poland’s largest chemical group and a major industry player in Europe. Our consolidated revenue grew
from PLN 1.3bn in 2007 to PLN 10.5bn in 2020. In the 2020 ranking of the most valuable Polish brands compiled by the
Rzeczpospolita daily Grupa Azoty ranked first among chemical companies.

@-E See the organisations we are member of
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Hazardous
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Membership of associations and initiatives in 2020

@

FORUM
LIDEROW
BEZPIECZNE]
PRACY

Forum of Safe Work

Leaders

Strona www

& zrp

Association of
Entrepreneurs
and
Employers

Strona www

UIA

EPL- European
Petrochemical
Luncheon
International
Association

Strona www

Grupa Azoty S.A's membership of organisations and associations in 207
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Grupa Azoty S.A’'s membership of organisations and associations in 202
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Grupa Azoty Zaktady Azotowe “Putawy” S.A’'s membership of organisatic
and associations in 2020
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Grupa Azoty Zaktady Chemiczne “Police” S.A's membership of organisations
and associations in 2020

POLSKIE Roglonainy Zarzad
FORUM jarki Wodne]
1S0'9000 Fouma i ez s ratomah - S,

Polish ISO POLLAB Club of Polish Polish Chamber of Packaging Council for Water Management in the Lower
Q000 Forum Research Laboratories Recovery and Recycling Oder and Western Coast Water Region)
Strona www Strona www Strona www Strona www

Grupa Azoty Zaktady Azotowe Kedzierzyn S.A’'s membership of organisations
and associations in 2020

Europeiska Agencia
european Bezpieczeristwa
plasticisers i Zdrowia wPracy
ot cpporunies

EPL - European Petrochemical National IT Network of the European Agency for Safety and
Luncheon Health at Work
International Association

ECPI (European
Plasticizers)
Strona www

Strona www
Strona www

Grupa Azoty Kopalnie i Zaktady Chemiczne Siarki “Siarkopol” S.A’'s membership
of organisations and associations in 2020
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Staszéw Chamber of Commerce Accountants Association in Poland Staropolska Chamber of Industry and Commerce
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Grupa Azoty Polskie Konsorcjum Chemiczne sp.z 0.0's membership of
organisations and associations in 2020



Grupa Azoty Polskie Konsorcjum Chemiczne sp.z 0.0's membership of
organisations and associations in 2020

HTRI

Heat Transfer Research INC. (HTRI)
Polish Chamber of Natural Gas Industry, IGG

Strona www
Strona www

Grupa Azoty “Koltar” sp. z 0.0's membership of organisations and associations in
2020

| DGSA | GCU \4VPI

Association of Advisers for Safe Land Transport General Contract of Use for VPI - Verband der
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g PODLASKA
% ﬁ, mc OKREGOWA
1z 8 A
INZYNIEROW
BLDOWNICTWA

Polish Association of Chemical Polish Tank
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Engineers Cleaning
. Chamber of Civil Engineers
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Strona www

Strona www
Strona www

g Awards and distinctions in 2020

Good business

a First place among chemical industry companies for Grupa Azoty in the ranking of the most
valuable Polish brands prepared by the Rzeczpospolita daily

=« Diamond of the Polish Economy’ title awarded to Grupa Azoty Police by the European
Business Institute based on the company’s estimated market value in October 2020

= 'Most Reliable One in the Fuel and Chemical Sector' distinction from ISBnews for Grupa Azoty
Police, for the development of the Polimery Police project up until the implementation stage



+ 00

Distinction for Grupa Azoty Polyolefins in the 2019 Economic Event category of the ‘Pearls of
Business’ competition for the launch of the Polimery Police project

Distinction for Grupa Azoty Kedzierzyn at the ‘Opole Eagles’ gala held by the Wprost weekly

Second place for Grupa Azoty Police in the Wprost weekly’s ‘Polish Cheetahs’ ranking of the
fastest growing companies

Third main award for Grupa Azoty S.A's 2019 annual report in the Companies category of the
‘Best Annual Report’ competition organised by the Institute of Accountancy and Taxes

Distinction for Grupa Azoty S.A. for the best statement of compliance with corporate
governance principles for 2019 in the ‘Best Annual Report’ competition organised by the
Institute of Accountancy and Taxes

First place for Grupa Azoty in the Chemical Industry category of the “Top Brand’ ranking
prepared by the Press magazine and the PRESS-SERVICE Monitoring Medidéw news agency —

Grupa Azoty Putawy ranked third among all companies from the Lublin region that were
awarded this title

Grupa Azoty Police was awarded Reliability Certificate by Creditreform, an international
credit information agency, in recognition of its strong liquidity position

Innovation

Award for Grupa Azoty in the Innovative Product category at the Polish Potato Days 2020
event, for the ‘Grounded in Knowledge' programme

Community involvement and contribution to the Group's
environment

Grupa Azoty Kedzierzyn was among the winners of the prestigious international Responsible
Care competition, having won in the Community Support category; it was the first Polish
company to have received an award in this category

Grupa Azoty Putawy made it to the winners list of the first edition of the 'Social Leader of Local
Business' competition prepared by the publisher of the Dziennik Wschodnidaily and the
Dajemy Wam Stowo Foundation as part of the National Bank of Poland's Economic Education
Programme

Labour practices and decent work

Gold Card of Safe Work Leader (2021-2022) awarded to Grupa Azoty by the Central Institute
for Labour Protection — National Research Institute

10



ABOUT THE GRUPA AZOTY GROUP

Group structure

[IR- Corporate governance]

We operate as a single integrated Grupa Azoty brand. Our management model is based on centralisation as a way to generate
synergies. We run our key business processes at the Group level, while maintaining the separate legal identity of the Group
companies.

We pursue a corporate management policy which guarantees that the Group companies’ strategic goals are achieved in reliance
on an integrated management system consistent with international standards.

[403-1]

Our priorities are compliance with high product quality requirements, technological and plant safety, natural environment,
process safety, safe and hygienic working conditions for our employees, and energy efficiency improvements. The integrated
management system is structured around the principles of giving priority to customers, reducing environmental losses and
hazard risks, and working on continuous improvement.The management systems are based on the concept of continuous
improvement by:

« establishing a policy;

« action planning to implement the policy;

11



» Creating conditions for the implementation of planned actions;
« Verifying the results of the actions taken;

« improvement based on periodic assessments of performance.
The Parent and its subsidiaries as at December 31st 2020

GRUPA AZOTY POLICE

GRUPA AZOTY 62,86% GRUPA AZOTY PUKAWY
ATT POLYMERS GMBH 95.98%
100%
GRUPA AZOTY SIARKOPOL
99,56%
Parent
GRUPA AZOTY ,COMPOUNDING” SP.Z 0.0.

100%

GRUPA AZOTY PKCH SP.Z O.0.
63,27%

COMPO EXPERT
HOLDING GMBH

100%
GRUPA AZOTY KOLTAR SP.Z 0.0.

O,
GRUPA AZOTY KEDZIERZYN 60%

93,48%

Key information about the Group companies:

Grupa Azoty S.A. is engaged in the manufacturing of and trading in engineering plastics, engineering plastics intermediates and
nitrogen fertilizers, as well as related services. It is the Parent of the Grupa Azoty Group, listed on the Warsaw Stock Exchange
since 2008. Its stock is a constituent of foreign indices: MSCI Emerging Markets. The Parent's registered office is located in Tarnow
(Poland).

Composition of the Group:

Grupa Azoty Compounding Grupa Azoty Polskie Konsorcjum Grupa Azoty Koltar

Chemiczne
Business areas: Business areas:
s the company’s business model is Business areas: = railway transport services
based on a portfolio of specialised s end-to-end multi-trade design . repair of rail car chassis and tanks

engineering plastics manufactured services for investment projects in

used in the transport of hazardous

through the compounding of the chemical industry

materials
plastics with the use of innovative

technological solutions

Grupa Azoty S.A''s direct subsidiaries:

Grupa Azoty Putawy

Business areas:
=« Mmanufacture of mineral fertilizers

= manufacture of melamine
=« manufacture of caprolactam

=« Mmanufacture of hydrogen
peroxide

Grupa Azoty Police

Business areas:
=« Mmanufacture of nitrogen fertilizers

= manufacture of compound
fertilizers

= manufacture of titanium white

Registered in: Police (Poland)

12

Grupa Azoty Kedzierzyn

Business areas:
=« Mmanufacture of nitrogen fertilizers

= manufacture of OXO alcohols and

plasticizers

Registered in: Kedzierzyn-Kozle
(Poland)



=« Mmanufacture of polyethylene
products

« Mmanufacture of industrial gases

« Mmanufacture of REDNOX products

Registered in: Putawy (Poland)

Grupa Azoty Kopalnie i Zaktady
Chemiczne Siarki Siarkopol

Business areas:
s Pproduction and processing of sulfur

=« Mmanufacture of liquid, prilled,
insoluble, milled, granulated and
flaked sulfur

Registered in: Grzybdw (Poland)

Grupa Azoty ATT Polymers

Business areas:
= Mmanufacture of polyamide 6 (PA-6)

Registered in: Guben (Germany)

COMPO EXPERT Holding

Business areas:
=« Mmanufacture of speciality fertilizers

Registered in: Munster (Germany)

@-E See the Group structure and ownership changes

[102-18]  [102-5] [102-10]

[102-18] [102-5]

Grupa Azoty S.A. organisational chart
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GRUPA AZOTY S.A.
|

Grupa Azoty ATT COMPO EXPORT Grupa Azoty Grupa Azoty Polskie Grupa Azoty Grupa Azoty Grupa Azoty Grupa Azoty Grupa Azoty Grupa Azoty
Polymers GmbH Holding GmbH ,Compounding” Konsorcjum LKOLTAR" Zaktady Azotowe Zaktady Chemiczne Kopalnie i Zaktady Zaktady Azotowe Polyolefins S A
(100%) — (100%) — Sp.zoo. ~—  Chemiczne Sp.z oo. Sp.zoo. — LPutawy” SA. — .Police” S A — Chemiczne Siarki .Kedzierzyn" S A, — (30,52%)
(100%) (63,27%)" (60,00%) (95.98%) (62.86%) JSiarkopol’ S A (93,489%)
(99.56%)
COMPO EXPERT Grupa Azoty Agrochem Putawy” Grupa Azoty Police ZAKSASA.
International GmbH AUTOMATYKA Sp.z 00 Sp.z00 Serwis Sp.z 00 (91.,67%)
(100%) (77.86%) (1009%) (100%)
EKO
TECHNOLOGIES ‘ ‘ ‘
(60%) Grupa Azoty Polskie
Grupa Azoty Jednostka SCF Natural Sp.z 0.0 Konsorcjum Chemiczne
COMPO EXPERT Ratownictwa (99.99%) Grupa Azoty Spzoo
Austria GmbH Transtech .
Chemicznego Sp.z 0.0, S, (36,73%)
(100%) LEKOTAR" Sp.z 00 (100%) oo
COMPO EXPERT w upadioscl (100%)
GmbH L ! Gdarskie Zaktady [
(100%) (129) 2 Nawozéw Grupa Azoty
COMPO EXPERT Grupa Azoty f h ‘ LKOLTAR®
South Africa (Pty) PROREM Sp. z 0.0 LFOSFORY" Sp. z 00. ,Supra” Agrochemia Sp.zoo
Lid (1009) (99,19%) Sp.z00.(100%) (20,009%)*
(100%) COMPO EXPERT
Egypt LLC (99,9%) " [| [ [
STO-ZAP Sp. z 00. Grupa Azoty AFRICA
LEKOTAR' $p. 700 (96,15%) SAU w Likwidacjt
w upadtosci (99.99%)
COMPO EXPERT Italia likwidacyjne]
Srl (100%) 1 (129%) 2 REMZAP Sp. z 0. I
(94,61%) Zarzad Morskiego
Portu Police
COMPO EXPERT Sp.zoo.
France SAS L] Zaktady Azotowe (99.919%)
(100%) Chorzow S A !
(96,48%)
“Grupa Azoty
Polyolefins" S A
COMPO EXPERT (34,419%) ¢
SpainSL L PROZAP Sp 2 00
(100%) (78,86%) !
,Budchem” Sp.z 0.0.
w upadtosci
COMPO EXPERT ,.Bahyc'ka Baza likwidacyjnej
Portugal Unipessoal Lda || Masowa" Sp. z 0.0 (48,96%)
(100%) (50%) ‘
‘ KEMIPOL" Sp. z 00,
COMPO EXPERT TECHNOCHIMSERWIS (33,99%)
Portugal Unipessoal SA.typu
Lda (100%) (25%)
COMPO EXPERT Grupa ézc(y L KOLTAR"
Polska Sp.z 0.0. - P zoo
(100%) (20,00%)
COMPO EXPERT
Benelux N.V.
(99,99%) ¢
CO:‘APUO ESX:ERT !Grupa Azoty PKCH sp. z 0.0. - shares held by Grupa Azoty S.A. and Grupa Azoty ZAK S.A.
ant;%) — 2 EKOTAR sp. z 0.0. w upadtosci likwidacyjnej (in liquidation bankruptcy) - shares held by Grupa Azoty Jednostka

Ratownictwa Chemicznego sp. z 0.0. and Grupa Azoty PROREM sp. z 0.0. (12% each)
2ZAKSA S.A. - shares held by Grupa Azoty ZAK S.A. (91.67%) and Grupa Azoty Koltar sp. z o.0. (0.783%).
COMPO EXPERT UK “Grupa Azoty Polyolefins S.A. - shares held by Grupa Azoty S.A. and Grupa Azoty Zaktady Chemiczne Police S.A
- L * Grupa Azoty Koltar sp. z 0.0. - shares held by Grupa Azoty Putawy S.A. and Grupa Azoty ZAK S.A. (209% each)
(100%) ¢ COMPO EXPERT Benelux N.V. - 0.0103% of shares held by COMPO EXPERT GmbH.
7 COMPO EXPERT Turkey Tarim San. Ve Tic. Ltd. Sirketi - 3.83% of shares held by COMPO EXPERT.
©COMPO EXPERT Mexico S.A. de C.V. - 0.000311% of shares held by COMPO EXPERT GmbH

COMPO EXPERT ° COMPO EXPERT Chile Fertilizantes Ltda. - 0.01% of shares held by COMPO EXPERT.
Turkey Tarim Sanve ' COMPO EXPERT Brasil Fertilizantes Ltda. - 0.000003% of shares held by COMPO EXPERT.
Tic Lid Sirketi [ ' COMPO EXPERT Argentina SRL - COMPO EXPERT GmbH posiada 10,000024% udziatéw
(96.17%)7 2 Prozap sp. z 0.0. - 7.35% of shares held by Grupa Azoty Zaktady Chemiczne Police S.A.

'2 COMPO EXPERT Egypt LLC - 0.19% of shares held by COMPO EXPERT GmbH

COMPO EXPERT
Mexico SA de CV.
(99.99%)*

COMPO EXPERT Chile
Fertilizantes Ltda
(99.99%)

COMPO EXPERT India
Private Limited
(99.99%)

COMPO EXPERT
Brazil Fertilizantes Ltda. ||
(99,99%)

COMPO EXPERT
ArgentinaSRL ||
(89,99%) "

COMPO EXPERT
USA&Canadalnc. ||
(100%)

COMPO EXPERT
(Shenzen) Co. Ltd
(100%)

COMPO EXPERT Asia
PacificSdn. Bhd. ||
(100%)

[102-10]

Changesin 2020

Below are presented key changes that occurred at our companies in 2020. For more detailed information, please see the
Directors’ Report on Grupa Azoty S.A's and the Grupa Azoty Group’s operations in the 12 months ended December 3l1st 2020,
available on the Grupa Azoty website.
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« Deregistration of Infrapark Police S.A. w likwidacji (in liquidation)

« Registration of an increase in Grupa Azoty Police’s share capital

« Increase in Grupa Azoty Polyolefins S.A.'s share capital

= Registration of the merger of Koncept sp. z o.o. and Prozap sp. z o.o.

s« Repurchase of minority interests in Grupa Azoty Siarkopol

« Change of name of Zaktady Azotowe Chorzow S.A. to Grupa Azoty Zaktady Azotowe Chorzéw S A.
« Cancellation of Remzap sp. z o.0. shares

s Registration of COMPO EXPERT Egypt LLC

= Winding up of Grupa Azoty Folie sp. z o.o. w likwidacji (in liquidation)

= Registration of Grupa Azoty Fosfory sp. z 0.0. name change

@-E See our governance structure [102-18]

g - ‘.s

As at December 31st 2020, the composition of the Grupa Azoty
S.A. Management Board was as follows:

[102-18]

Tomasz Hinc, President of the Management Board

Powers and responsibilities at the Company:

« convening and conducting the Management Board meetings, directing and coordinating the activities of
the Standing Committees and the Grupa Azoty Council, and directing and coordinating the day-to-day
activities of the Management Board

s Submitting reports on behalf of the Management Board and presenting motions and proposals on matters
that require resolutions of the Company’s other governing bodies

= formulating the strategy and supervising its implementation at the Parent and the Group
« Managing the Group and exercising corporate supervision over the Group companies
s Supervising the information policy at the Parent and the Group

s Supervising implementation of the HR strategy and policy at the Group level

15



= Supervising management, development and optimisation activities at the Parent and the Group levels
s Supervising implementation of the corporate social responsibility strategy at the Parent and the Group
« coordinating the internal audit function

= coordinating compliance management activities

s« Managing and coordinating sponsorship activities at the Parent and the Group

s Supervising communication and image building projects of the Parent and the Group

« coordinating legal activities at the Parent and the Group

« representing the Company vis-a-vis its shareholders, governing bodies, state and local government
authorities and institutions

« Cooperating with the other Management Board members in the day-to-day operational management of the
Parent

= Supervising the activities of organisational units in the supervised and managed processes and areas listed

above

Mariusz Grab, Vice President of the Management
Board

Responsible for the logistics, energy and public affairs areas with
respect to the processes and areas he supervises; his powers and
responsibilities at the Company are as follows:

« formulating and implementing the adopted procurement strategy at the Parent and the Group

s Supervising implementation of the Uniform Procurement Rules of the Grupa Azoty Group, including the
organisation of tender procedures

=« Mmanaging the supply of raw materials and semi-finished products to the Parent and other Group
companies, and cooperating with the Vice President of the Management Board responsible for the Agro
Fertilizers and Plastics segments in arbitrating the allocation of volumes and prices of semi-finished
products within those segments

s Supervising strategic purchases at the Parent and the Group

s exercising strategic supervision and coordinating raw material and semi-finished product integration at the
Group

s Supervising the process of selecting suppliers of raw materials, including strategic raw materials,
merchandise and semi-finished products, at the Parent and the Group

= supervising the IT area at the Parent and the Group

= Managing cyber security at the Parent and the Group

s Supervising the personal data protection and processing function

= Supervising and coordinating security-related projects, including physical personal and property security

s Ccooperating with the other Management Board members in the day-to-day operational management of the
Parent

s Supervising the activities of organisational units in the supervised and managed processes and areas listed
above
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Filip Grzegorczyk, Vice President of the
Management Board'

Responsible for the logistics, energy and public affairs areas with
respect to the processes and areas he supervises; his powers and
responsibilities at the Company are as follows:

« Managing the logistics of raw material, semi-finished product and product supplies at the Group

s Supervising the management and optimisation of warehouse and terminal use at the Parent and the Group
s Supervising the process of selecting logistics services providers at the Parent and the Group

« initiating and developing system solutions for the Group

« as part of shared services centres — Business services for storage and logistics activities and Infrastructure
services for infrastructure and road management

=« Managing risk processes

= Supervising structural and capital transformation processes at the Group and initiating and developing
system solutions for the Group with respect to support functions

=« formulating and implementing the adopted energy transition strategy at the Group
. exercising strategic supervision and coordinating energy and climate regulatory matters

= exercising strategic supervision and coordinating matters relating to energy, energy service and emissions
allowances at the Group

=« Managing public affairs activities relating to market protection and the legislative area in the interest of the
Group

s Ccooperating with the other Management Board members in the day-to-day operational management of the
Parent

= Supervising the activities of organisational units in the supervised and managed processes and areas listed
above

Witold Szczypinski, Vice President of the
Management Board

Responsible for production integration, the Agro Fertilizers
segment, the Plastics segment and the infrastructure; his powers
and responsibilities at the Company are as follows:

s serving as Director General at the Parent
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=« Ppreparing and implementing long-term production, development and investment plans at the Parent
« Mmanaging and coordinating the integration of production processes at the Parent

s Supervising and managing the development of individual units and technological processes and initiating
measures to improve their efficiency at the Parent

« coordinating the planning of maintenance/overhauls and shutdowns at the Parent

a Supervising the Agro Fertilizers segment at the Group in the following areas: coordination of the
production and sales of mineral fertilizers, urea solutions and other products of the segment; supervision
over securing basic raw materials for nitrogen fertilizers, marketing and transfer prices in the segment, and
cooperation with distribution companies in the area of mineral fertilizers

= supervising the Organic Synthesis segment at the Group

s Supervising the Plastics segment at the Group, in particular in the following areas: caprolactam, polyamides
and compounding, production coordination and development of this area

« (nitiating development and investment projects in the supervised segments

s Supervising and participating in the selection of maintenance service providers

s Supervising property and infrastructure (including roads) management at the Parent
s Supervising power generation at the Parent

« Cooperating with the other Management Board members in the day-to-day operational management of the
Parent

= Supervising the activities of organisational units in the supervised and managed processes and areas listed

above

Grzegorz Kadzielawski, Vice President of the
Management Board

Responsible for innovation, R&D programmes and investment
project implementation; his powers and responsibilities at the

Company are as follows:
s Supervising the R&D units at the Parent and the Group

« coordinating the technological innovation area

a coordinating the R&D policy and formulating R&D programmes, including cooperation in research and
innovation with colleges, universities and other institutions, at the Parent and the Group

a supervising laboratory analysis services at the Parent

« initiating and developing system solutions for the Group as part of laboratory services

s Supervising and developing the 3D Printing area

« (nitiating and planning key investment projects to improve efficiency at the Parent and the Group
s Supervising implementation of investment projects at the Parent and the Group

« initiating and developing system solutions for the Group as part of shared service centres — Engineering
Support services involving engineering services and investment project implementation

s Supervising the process of selecting project and maintenance service providers
= Supervising technical purchases at the Parent and the Group

« controlling the budget performance and the scope of individual investment projects at the Parent and the
Group
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= coordinating and supervising intellectual and industrial property protection and technology transfer at the
Parent

s Ccooperating with the other Management Board members in the day-to-day operational management of the
Parent

s Supervising the activities of organisational units in the supervised and managed processes and areas listed

above

Artur Kope¢, Vice President of the Management
Board

Responsible for production assets, security, environmental
protection and social dialogue; his powers and responsibilities at
the Company are as follows:

= Supervising processes designed to ensure plant, fire and environmental safety at the Parent and the Group

s Supervising the process of selecting plant safety and environmental protection service providers at the
Parent and the Group

= coordinating and managing non-current production assets at the Parent and the Group

« coordinating and managing critical infrastructure at the Parent

« Supervising the development and implementation of the social and environmental programme
= environmental protection

=« Managing cooperation with universities and schools at the Parent and the Group

=« Mmanaging social dialogue at the Parent and supervising social dialogue at the Group

« Cooperating with the other Management Board members in the day-to-day operational management of the
Parent

= Supervising the activities of organisational units in the supervised and managed processes and areas listed
above

Tomasz Hryniewicz, Vice President of the
Management Board

Responsibility for finance, investor relations and controlling; his
powers and responsibilities at the Company are as follows:

=« Mmonitoring plan performance in terms of volumes and value at the Parent and the Group
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preparing operational, annual and long-term budgets

managing, coordinating and controlling the planning, budgeting and controlling processes
exercising financial supervision at the Parent and the Group

supervising accounting policies at the Parent and the Group

managing financial and credit risk at the Parent and the Group

managing the credit policy of the Parent and the Group

coordinating public reporting and management reporting for the Company's governing bodies
participating in financial asset sale processes

supervising relations with stock-exchange investors

initiating and developing system solutions for the Group as part of shared service centres - Business
services with respect to accounting, taxes, insurance and other

supervising and coordinating the market data analysis and consolidation at the Group level

cooperating with the other Management Board members in the day-to-day operational management of the
Parent

supervising the activities of organisational units in the supervised and managed processes and areas listed
above

Vice President of the Company’s Management Board since December 15th 2020.

Grupa Azoty Council

The Grupa Azoty S.A. Management Board is supported in its activities by the Grupa Azoty Council, consisting of the Management
Boards of the Group key companies. It provides advice and opinions and initiates measures to improve management and key
changes at Group. The Council's powers and responsibilities include issuing opinions on company budgets and objectives for
long-term plans. The Council also serves as a platform enhancing communication, cooperation and information sharing at the
Group.

Grupa Azoty S.A. Supervisory Board

The Supervisory Board is responsible for ongoing supervision of Grupa Azoty S.A's operations. Its powers and responsibilities are

described in the Company's Articles of Association and include:

appointing and removing from office Management Board members

assessing the Management Board’s recommendations on the appropriation of profits or coverage of losses
assessing the Directors' Reports on the operations of Grupa Azoty S.A. and the Grupa Azoty Group

approving the Company’s long-term strategic plans

issuing opinions on all matters submitted by the Management Board for consideration by the General Meeting

granting approval for the Management Board to execute material legal transactions

As at December 31st 2020, the composition of the Grupa Azoty S.A. Supervisory Board was as follows:

Wojciech Krysztofik, Deputy Chair of the Supervisory Board
Zbigniew Paprocki, Secretary of the Supervisory Board
Monika Fill, Member of the Supervisory Board

Robert Kapka, Member of the Supervisory Board
Barttomiej Litwinczuk, Member of the Supervisory Board
Michat Maziarka, Member of the Supervisory Board
Roman Romaniszyn, Member of the Supervisory Board

Marcin Mauer, Member of the Supervisory Board
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ABOUT THE GRUPA AZOTY GROUP

The Grupa Azoty Group at the time of
the COVID-19 pandemic

In 2020, the activities we engaged in connection with the pandemic focused on three areas: safety of our employees, safe
continuity of production, and assistance provided to third parties. In March 2020, i.e. at the very beginning of the epidemic,
special teams were established at the Grupa Azoty Group companies to coordinate activities in all areas of response to the effects
of the COVID-19 situation.

%\ See what we did to ensure employee safety and continuity of production

Appropriate communication and reliable information:
= coronavirus information and recommendations on employee behaviour prepared by experts were published on the intranet
and via company radio;

s« We prepared instructions, recommendations and guidance on how to avoid infection.
Safe working conditions at our plants:

s We restricted access to our plants, allowing it only to individuals delivering the necessary raw materials and collecting
products;

« Wwe conduct employee temperature checks;
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we installed disinfection points and containers with disinfectant in different parts of the plants;
we switched to remote work wherever possible;

internal meetings and meetings with external partners are held using remote communication tools;

we limited paper document circulation to the necessary minimum.

S W

BEST PRACTICE

We have offered additional benefits to our employees who had to take care of their children at home during the
pandemic. Those with children aged eight to twelve (i.e. older than children qualifying for benefits paid by the
Social Insurance Institution) could take additional days off for which they received 80% of their regular
remuneration.

(@) See what assistance we offered during the pandemic [203-2]

The Grupa Azoty Group as a whole donated over PLN 4 million for the fight against coronavirus. The money was spent

to support hospitals, healthcare establishments and sanitary services, primarily in those regions where the Group companies
operate. The donations were provided either in cash or in kind (and included specialist medical equipment, medicines, and
hygiene products).

In April 2020, we started manufacturing our own original disinfectant based on internally-produced hydrogen peroxide.
A new product named PULSEPT manufactured by Grupa Azoty Putawy, quickly received approval from the Office for
Registration of Medicinal Products, Medical Devices and Biocidal Products.

We joined as a strategic partner the webinar 'Safe Chemical Industry — Safety at the Time of the COVID-19 Pandemic' organised
by the Polish Chamber of Chemical Industry.

Grupa Azoty Police supported the Foundation for Polish Values in supplying eight Polish centres in Lithuania with 10,000
surgical masks, 2,000 cloth masks and more than 10,000 litres of hand disinfectants, as well as hand gel for children and
sports and educational equipment.




BEST PRACTICE

[203-2]

During the pandemic, the hospital in Kedzierzyn-KoZle operated as an isolation hospital treating only patients
infected with or suspected of being infected with SARS-CoV-2. It turned out necessary to decontaminate water that
could contain micro-organisms. The problem was solved by Grupa Azoty ZAK by supplying the medical
establishment with sodium hypochlorite, which is normally used by the company to condition water in its systems.
Sodium hypochlorite is a proven solution that kills bacteria, viruses and fungi, and has been applied to safely treat
the hospital effluents.

.l Fovl) syt b @il

ot lfi’-‘.-" ',rt11i-l-1 L

:‘ e l Bl Ilu } "'
Srcregolny czan ﬁ
wymaga szcregolne) ‘.
b

ke (

BEST PRACTICE
[203-2]

The Research and Development Centre of Grupa Azoty in Tarnéw began the production of antiviral gloves. The
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‘safety glove’ is impregnated with silver, a material which has been long and widely used to fight viruses and
bacteria. The Centre also joined the #DrukarzeDlaSzpitali (#PrintersForHospitals) initiative, donating Tarfuse 3D
printing filaments to make protective shields and goggles for hospitals. Filaments were also donated to support the
project to build @VentilAid, Poland’s first ventilator. This open source project is being carried out by Polish
engineers and designers sharing documentation of the ventilator so that it can be made anywhere using a 3D printer
and some very basic parts.

The Tarnéw-based company also helped secure means of transport for medical facilities in the region by lending
seven passenger cars to them.
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ABOUT THE GRUPA AZOTY GROUP

Our products

See our product portfolio See the location of our production plants

Read more Read more

0

See the markets to which we sell our products

Read more

See our product portfolio

The Group's business is focused on three segments: fertilizers, plastics and chemicals. Our products are used in the agriculture,
food, automotive, electrotechnical and furniture industries. The chemicals produced by the Grupa Azoty Group also find
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applications in the manufacture of household appliances, sports equipment, paints and varnishes.

[102-7]

Contribution to the Grupa Azoty Group’s revenue in 2020
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[102-2]

Mineral fertilizers

Mineral fertilizers are the most important and the largest area of our business. We provide artificial fertilizers that support
effective and environmentally sound cultivation practices, ensuring profitability of the agricultural business and affordable food
prices. We take into account the requirements of new plant varieties, changes in soil wealth, the amount and quality of the crops,
and their intended use. Our portfolio includes nitrogen, compound and speciality fertilizers. The fertilizer manufacturing activities
are conducted by our companies based in Tarnow, Putawy, Kedzierzyn, Police, Gdansk, Chorzow, as well as in Germany and Spain.
We are Poland’s largest and European Union’s second largest manufacturer of mineral fertilizers.

Nitrogen fertilizers contain nitrogen as the primary plant nutrient. The key feedstock in their production is natural gas. Our
portfolio of nitrogen fertilizers includes urea, nitrate fertilizers, nitrogen-sulfur fertilizers and ammonium sulfate.

Revenue
(PLNm) 2019 2020 Y/Y CHANGE
Segment revenue 6,716 6,364 -5%
EBITDA 965 820 -15%
EBITDA margin 14% 13% -lpp

Mineral fertilizers
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Urea

a nitrogen fertilizer containing 46% nitrogen; it is
produced in Putawy (PULREA®), Police (mocznik),
and Kedzierzyn. Urea is a universal fertilizer — it can
be used for all crops at various growth stages, both

in the granular form and as a solution. Outside
agriculture, urea is used for technical purposes,
mainly for the manufacturing of adhesive resins,
which find application in the chipboard industry.
Urea may also be further processed into urea-
ammonium nitrate solution (UAN — RSM®), a liquid
fertilizer, or into melamine.

o Nes|

Sulfur-nitrogen fertilizers

improve sulfur content in the soil, enhance arable
crops' ability to absorb nitrogen, and thus increase
the quality and volume of crops.

28

Nitrate fertilizers

= Ammonium nitrate is a fertilizer which is easily
dissolved in water, containing between 30% and
34% of nitrogen.

a Calcium ammonium nitrate (CAN) is a nitrogen
fertilizer with a nitrogen content of up to 28%. It
is a universal product, suitable for all types of
soil, well soluble and easily absorbed by crops.

= Urea-ammonium nitrate solution is a liquid
nitrogen fertilizer coming in three varieties: with
32%, 30% and 28% nitrogen content. Thanks
to its form, it is easily absorbed by plants. It is
also produced with an admixture of sulfur.

s
+

Compound fertilizers

are universal fertilizers which, depending on
composition, can be applied to various types of
crops and soil. Apart from the primary components:
nitrogen, phosphorus and potassium, these
fertilizers contain secondary nutrients such as
magnesium, sulfur, and calcium. They may also
contain microelements, e.g. boron and zinc.
Compound fertilizers may be used to provide
nutrients to all types of arable crops. The Group's
current portfolio includes more than 40 types of
compound fertilizers. We also offer products with
formulations meeting specific customer needs.
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Speciality fertilizers
are designed to meet the requirements of various
sectors, including fruit and vegetable growing,
horticulture or maintenance of green areas.
Plastics

Plastics offered by the Grupa Azoty Group exhibit high thermal resistance and good mechanical properties. They find
applications in many industries, including automotive, construction, electrical engineering, household appliances, and the food
and textile sectors. Our Group produces polyamide-6 (PA-6) and polyamide 6-based modified plastics as well as other
engineering plastics. It also manufactures modified plastics with specific compositions designed to accommodate individual
customers’ needs.

Revenue
(PLNm) 2019 2020 Y/Y CHANGE
Segment revenue 1,458 1,135 -22%
EBITDA 50 -32 -164%
EBITDA margin 3% -3% -6pp
Poliamid 6

29



BASE*
Lanxess*

Grupa Azoty*
Domo*
Aquafil*
DSM*

Radici

Ube*

Nyobe

Nurel

Nexis |

[tt] 0 50 100 150 200 250

* Integrated manufacturers.

" Product groups in 2020

6%

N - - N N - - 0% - -

N . Natural polyamide - . Modifiéd polyamide *

" . Other " - " I Caprolactam ~ "

Chemicals

The Grupa Azoty Group's chemical segment comprises OXO products, sulfur, melamine and titanium white.

a  OXYalcohols are used in the manufacture of plasticizers, paints and varnishes as well as in the textile industry and oil refining

processes. They are also applied as a solvent for vegetable oils, animal fats, resins, waxes and petrochemicals.

« The sulfur offered by the Group is mined sulfur, and its primary application is in the production of sulfuric acid, which is
widely used in the chemical sector.

=« Melamine is a non-toxic, non-flammable product in the form of a white powder, used, among other things, in the production

of synthetic resins, thermosetting plastics, adhesives, paints, varnishes and fire retardants.

= Titanium white is the most widespread category of inorganic pigments characterised by the highest refractive index. Its other

properties include the capacity to strongly absorb harmful ultraviolet radiation. Industrial applications of titanium white
include the manufacture of paints and varnishes, plastics, paper, synthetic fibres, ceramics, rubber, cosmetics,
pharmaceuticals and food products.

Revenue
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(PLNm) 2019

2020

Y/Y CHANGE

Segment revenue 2,639

EBITDA 208

EBITDA margin 8%
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See the location of our production
plants

FOSFORY
GRUPA AZOTY POLICE
NPX
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Speciality fertilizers
GRUPA AZOTY S. A
PARENTT

GRUPA AZOTY KEDZIERZYN PA6, compounding, N fertilizers, CPL

N fertilizers, urea, OXO alcohols, plasticisers

GRUPA AZOTY CHORZOW
NPK fertilizers

COMPO EXPERT SPAIN Legend

‘ﬁecuhty fertilizers @ PRODUCTION PLANTS

To be able to fully utilise our plants' processing capacities and to maintain continuity of production processes, we ensure security
of strategic raw material supplies to the Group. We use diversified supply sources, and our experts constantly monitor the market
to identify new and alternative suppliers. The Group may also consider establishment of capital links with suppliers of raw

materials. Thanks to the integration of its structures Grupa Azoty Group is able to generate economies of scale in negotiations and
minimise the raw material procurement costs.

[102-6]

See the markets to which we sell our
products

While our products are available in almost every part of the world, Poland is our largest market. Outside Poland, the largest
volumes are sold in Germany, the United Kingdom, the Czech Republic, Italy, France and Belgium. Key product groups marketed
in Poland are fertilizers and chemicals (urea and OXO alcohols). Products exported to EU countries include mainly fertilizers (such
as Saletrosan® 26, Ammonium Sulfate AS21, Salmag®, Pulan®, RSM®, Polifoska®), plastics and OXO alcohols, whereas the main

product exported to Asia is polyamide-6. Fertilizers manufactured by the Grupa Azoty Group are also sold in South American
markets.

Grupa Azoty Group products present across all markets

[102-7]
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ABOUT THE GRUPA AZOTY GROUP

Logistics and the supply chain

[102-9,103-2]

In order to operate efficiently, i.e. to be able to produce and deliver its products to the market, the Group needs an efficient
supply chain. Given the scale of our operations, every day we transport thousands of tonnes of fertilizers, chemical products and
raw materials in Poland and globally. Our logistics and procurement departments work to ensure maximum optimisation of
transport services, which translates into financial savings, but also brings tangible benefits to the natural environment. For years
now, the Group has been operating a modern TMS SOOT system that facilitates transport processes and, among other things, can
be used to communicate with the carriers, report transport events, send delivery notices and notify customers of the shipment
dispatch.

We have storage depots across Poland, and we also use warehouses of more than 80 external distributors. We comply with all
storage safety standards for our products in accordance with the relevant product data sheets.

Rail transport is the most environmentally friendly and cost effective method of transport for raw materials and products. Its
efficient management for the entire Group is the responsibility of Grupa Azoty Koltar, which also owns a modern locomotive
repair and maintenance hall.

The Group has its own port assets in Gdynia, Gdarsk and Police. Sea transport of the Group’s products involves mainly full-cargo
shipments carried by bulk carriers and chemical tankers, but also large volumes of goods transported in intermodal containers.
Our cargo is handled by the container terminals in Gdynia and Gdansk and by most shipowners operating on the market. Sea
transport is used for both fertilizers and chemical products that will be further processed by customers.
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[103-2] [205-2]

All of the Group's suppliers are required to comply with our Trading Partners Code of Conduct, which expressly prohibits such
practices as:

= use of child labour throughout the supply chain;

= use of forced or slave labour;

« anyform of corruption - Zero Tolerance for Corruption’;
« [inancing of political parties;

« money laundering and terrorist financing;

« Vviolations of fundamental labour rights and the law;

=« employee discrimination.

The provisions of the Code also oblige contractors to minimise their environmental impacts and to avoid sourcing of raw materials
from conflict zones.

At the supplier selection stage, the potential contractors are required to acknowledge having read the Trading Partners Code of
Conduct and the Grupa Azoty Group Code of Ethical Conduct, and then, when signing their contracts, they agree to apply and
follow the provisions of both documents. In addition, we sign an agreement with each supplier to assist each other in detecting
and combating any cases of misconduct and reporting such cases promptly.
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[IR - Business model]

Business model and our values

We want Grupa Azoty Group’s operations to stimulate growth of the Polish chemical sector and related industries. We are the
leader of research and development initiatives in the Polish chemical industry, and our activity is creating opportunities to reduce
the trade deficit in chemicals. By harnessing innovation, we are changing the Group’s revenue structure by moving towards high-
margin and low-tonnage chemicals.

We are building our brand in a balanced way, based on innovation, knowledge, responsibility and professionalism. Our
operations in 2020 were underpinned by the business model presented below. In 2021, the business model and the strategy
were updated.

Grupa Azoty Group’s mission - based on Grupa Azoty Group Strategy for 2013-
2020:

Create value for Grupa Azoty and the national economy by delivering safe, useful and innovation-driven chemical products

Grupa Azoty Group'’s vision — based on Grupa Azoty Group Strategy for 2013-
2020:

Deploy state-of-the-art, comprehensive chemical industry solutions that meet stakeholder expectations
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We manage the Group conscientiously

Broad product portfolio
Grupa Azoty Group's core business areas:

« Agro Fertilizers

39

MARKETING
AND SALES

OUTCOMES
AND RESULTS



a Plastics

« Chemicals

=« Energy

« Other Activities
a OXO alcohols

« Titanium white
s« Melamine

« Speciality low-tonnage products

Products manufactured by the Grupa Azoty Group find their applications in virtually all segments of the economy:.

Leader at home

The Grupa Azoty Group is Poland'’s largest chemical producer.

TOP 1among:

= manufacturers of mineral fertilizers (No. 1 in Poland, No. 2 in the EU)
=« Mmanufacturers of polyamide (No. 1in Poland, No. 3 in the EU)
« manufacturers of OXO alcohols (No. 1in Poland, No. 4 in the EU) and plasticisers (No. 1in Poland, No. 5 in the EU)

« Mmanufacturers of titanium white and melamine (No. 1in Poland, No. 3 in the EU)

Top EU producer

We are the first CEE company featured in the ICIS Top 40 Power Players 2015, which lists 40 most influential senior executives in
the chemical market.

We stand among the top European manufacturers of chemicals and polyamide 6
and belong to the elite group of producers that are fully integrated in terms of
raw material supplies.

TOP 2 among:

=« Mmanufacturers of nitrogen fertilizers

TOP 3 among:

= Mmanufacturers of melamine
=« Mmanufacturers of compound fertilizers

a4 LY
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g ? Learn about our activities/value creation [201-4]  [203-2] [103-3]

People are the foundation of the Grupa Azoty Group's business, so we invest on an ongoing basis in developing their skills and
qualifications and building a working environment conducive to innovation. Our products raise the quality of life, ensure food
security, and promote sustainable agricultural production, therefore we see continual improvement of the Group's portfolio as
a priority.

We focus on delivering stable and predictable financial performance and managing risks, including non-financial (ESG) risks. The
scale of our business gives us potential to have a wide impact on the economic and social environments in which we operate and
thus drive their positive and sustainable growth.

We manage our Group conscientiously — our investments and expenditure translate into tangible benefits:

s growth of financial capital,

5

= growth of manufacturing capital

&
in the form of products, services and high-quality delivery processes,

a growth of human capital quality

®

« growth of the organisation's intellectual capital,

E

= growth of natural capital,

2>

s growth of social and relationship capital.

‘ Safe chemicals

Our performance and benefits to the
Our efforts and expenditure: ) 2L i
environment:
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Safe chemicals

We ensure safety and high quality throughout the production cycle All our
products come with appropriate instruction manuals and data sheets that
facilitate identification of the product and the possible hazards related to its
application

-We manage quality, environment and safety based on recognised ISO
standards, including: ISO 9001, ISO 14001, ISO 14004, ISO 45001 and
applicable industry systems

In each case we prepare chemical safety reports based on the EU REACH
Regulation

We operate the Product Stewardship Programme as a member of Fertilizers
Europe

@

We mitigate negative environmental impacts through pro-environmental
investments, including in flue gas desulfurisation, industrial wastewater
treatment, and reduction of water and electricity consumption

'

No fatalities

&

Reduction of N2O emissions in the
manufacture of nitric acid following
upgrade of the catalytic and
catchment gauzes: in 2020, the
emissions were 0.2 kg N20O/t HNO3
at Grupa Azoty S.A., 0.58 kg N20O/t
HNO3 at Grupa Azoty Kedzierzyn,
and 0.77 kg N20O/t HNO3 Grupa
Azoty Putawy

&

In 2020, our water abstraction
volume decreased by 0.4%, while
the product output was on the rise

In 2020, Grupa Azoty Kedzierzyn
worked on implementing the
adopted ‘steam policy’, which will
result, among other things, in
reducing the steam requirement in
technological processes of ammonia
and hydrogen production and, as
a consequence, lower emissions of
pollutants from combustion
processes at the company’s CHP
plant

A project was launched to construct
a dry slag collection unit at the Grupa
Azoty S.A. Power Centre; After it is
completed, the hydraulic conveyor
system will be decommissioned, the
consumption of electricity and water
will be reduced, and the Company
will be able to discontinue slag
storage and to recover dry slag for
use in road construction

[103-3]

Useful chemicals

Our performance and benefits to the
Our efforts and expenditure: ) PiEH] f
environment:
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Useful chemicals

'

We have launched two new products: NovaTec and Tohumus', which not =
only contribute to the successful development of our sales channel, but also
bring a range of benefits for both plants and the natural environment

'

In 2020, we introduced uniform packaging for our fertilizers, which refers
to elements necessary for sustainable agriculture and adds to our consistent
message embodied in the slogan ‘Abundance is What Matters’ ]

With the use of AgroCares scanners,
our representatives can perform
quick soil analyses for farmers, thanks
to which only the necessary nutrients
are supplied to the soil

We have expanded our soil
monitoring and analysis services with
the SatAgro technology, giving
farmers access to satellite tools

to perform remote crop

Since 2015, we have been running
a unique programme ‘Grounded in
Knowledge’, as part of which Grupa
Azoty Group has already reached
almost 5,000 farms across Poland

Innovation-based growth in 2020

Our efforts and expenditure:

'

In 2020, we developed our existing Research and Development Centres, .
commenced the construction of a new R&D centre in Kedzierzyn - Kozle, and
established new units specialising in specific research areas

ac
Projects and research conducted by two own Research and Development
Centres

'

In 2020, the Group's total research and development expenditure
represented 0.36% of its revenue

" The installation was opened in 2021.
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Our performance and benefits to the
environment:

=

Grupa Azoty is CEE’s first company
to offer fully biodegradable plastics

In 2020, we launched a project

to create a repository of R&D work
conducted at the Grupa Azoty
Group, which is expected

to significantly accelerate discovery
of solutions matching our
organisation's needs

Some of our investment projects
were partly financed by the National
Centre for Research and
Development under the Smart
Growth Operational Programme




Value of the Grupa Azoty Group and its influence on growth of Poland'’s economy

Our performance and benefits to th

Our efforts and expenditure: )
environment:

The Group is among the largest consumers of raw materials in Central

and Eastern Europe: in 2020, we spent PLN 5.4bn to purchase raw .
materials for production

. Improved operating performan
the Grupa Azoty Group in 2020
Approximately 60% is capital expenditure related to business - Consolidated revenue of PLN
development in 2020 - EBITDA of PLN 1,322m

. . Consolidated net profit of PLI

The Group is one of the largest employers — we have created more than

L

15,000 jobs [203-2] Amounts paid to the C:%'
budget, injected into the econor -

: thanks to the operations of the G 6‘
We are building relations with our neighbours, including through Azoty Group's key companies (in §

employee volunteering and scholarships offered to students

. 2019 202

[201-4] Significant financial assistance received from government (in Property 115,011,987 11
PLN): tax
2019 2020 Forestry tax 3,241 3,
Government grants to finance property, 71,606,394* | 11,839,023 Tax on 32943 33
plant and equipment means of '
transport
State aid related to operation within 41,042,046** 10,652,482
a special economic zone Agricultural 3,823 4
tax
Other government grants 257,095,444 315,935,956

Tax credits for research and development 1,159,400 3,467,484
projects

* The high amount of grants for property, plant and equipment received in 2019 was attributable to grants obtained by Grupa Azoty
Kedzierzyn for the ‘Special Esters Demonstrator’ project and energy efficiency certificates.
** In 2019, the high amount of aid related to operations within a special economic zone followed from improved financial performance

generated in the zone by Grupa Azoty Putawy.
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STRATEGY

Business strategy

[IR - Strategy and resource allocation]

Between 2013 and 2020, the Grupa Azoty Group grew in four areas representing its key challenges in line with its strategy.
The identified challenges to the Grupa Azoty Group were as follows:

complete the Group consolidation process;
reinforce leadership in agricultural solutions in Europe;
strengthen the second operating pillar by expanding the non-fertilizer business;

develop and implement innovations to drive growth of the chemical industry;

In 2020, we continued work on a strategy for the next decade. The Grupa Azoty Group Strategy for 2021-2030 was published in
November 2021. It reflects changes that occurred at the Group and in its market environment in response to the challenges of
today’s world, including in the areas of the natural environment, society and its security. The document envisages a number of

specific measures driven by the Grupa Azoty Group's climate and energy transition policy.
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STRATEGY

Sustainable development strategy

[103-2]

The heavy chemicals sector is a great responsibility - towards people, the natural environment and the future of the planet as
a whole. Sustainable development and responsible business are of strategic importance to the Grupa Azoty Group. Their
oversight rests with the President of the Management Board and individual Management Board members within their respective
areas of responsibility. As the pursuit of sustainable development spans all areas of the Group’s activities, employees from various
departments and levels of the organisation are involved in the process.

Grupa Azoty is a signatory of the partnership for the United Nations Sustainable
Development Goals. Our activities support the following goals:

Pillar 1. Product and production

Our priority: We guarantee efficient, innovative and environmentally-friendly
production by:

= ensuring high product quality;

« investing in research and looking for innovative technological solutions, extending the product value chain (chemicals and
plastics);
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enhancing the environmental efficiency and cost efficiency of the processes (reduction of emissions and energy and water

consumption);
ensuring safe production, transport and storage;
ensuring staff safety;

contributing to the development of circular economy.

ZERO
HUNGER

({4
4

Zero hunger: we are aware that the agriculture and food

sector plays a crucial role in combatting poverty. Our goal
is to increase food production efficiency and volumes,
sustain ecosystems, adapt to climate change, and - with our

CLIMATE
ACTION

Climate change measures: climate change is felt in every
country, across all continents. Excessive greenhouse gas
emissions require a coordinated effort and solutions
developed at international levels. We want to take joint

products — gradually improve soil and land quality. action to counteract these adverse changes, reducing our

environmental footprint.

CLEAN WATER
AND SANITATION

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

with efforts
to further this objective underpinned by technological

Clean water and sanitation: in our operations we seek Innovation, industry and infrastructure:

to significantly increase water use efficiency to help solve

the problem of water scarcity. progress. Without technology advances and innovation, the

progress of industrialisation will not be possible, and
we want to make our contribution to scientific research,
raising the technological level of the industrial sector.

Pillar 2. People and relationships

Our priority: We enhance our positive impact on the social and economic
environment by:

= promoting the development of sustainable precision agriculture and farmer education;
= Improving customer relations;

s Supporting the social and economic development of towns, cities and regions in our main facility locations;
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engaging in sponsorships, community outreach initiatives and community dialogue;

developing the intellectual capital of our current and future employees, who represent our immediate social environment in

our main facility locations.

RESPONSIBLE DECENT WORKAND
12 CONSUMPTION ECONOMIC GROWTH
ANDPRODUCTION
Responsible consumption and production: balanced Economic growth and decent work: we are furthering this
consumption and production require a systematic goal by supporting the socio-economic development of
approach and cooperation between various actors along cities and regions at the main locations of our plants.

the supply chain, from manufacturers to consumers.
Therefore, we run a number of training events at the
Grupa Azoty Group, e.g. for farmers.

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

QUALITY
EDUCATION

Innovation, industry and infrastructure: with efforts Quality education: we aim to increase the number of
to further this objective underpinned by technological young people and adults who have relevant skills
progress. Without technology advances and innovation, the (including technical and vocational skills) for employment,
progress of industrialisation will not be possible, and finding fair jobs, and entrepreneurship.

we want to make our contribution to scientific research,
raising the technological level of the industrial sector.

Pillar 3. Good governance

Our priority: We strive for operational excellence and manage risks by:

building good governance and ensuring compliance;

creating a coherent organisational culture based on a system of values and a code of ethics;
enhancing employee engagement and innovativeness;

managing supply chain responsibility;

ensuring cybersecurity;

participating in ESG (Environmental, Social and Governance) reviews and ESG initiatives;
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= tracking of key indicators and integrated reporting in line with widely recognised standards and guidance.

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

Innovation, industry and infrastructure: with efforts
to further this objective underpinned by technological
progress. Without technology advances and innovation, the
progress of industrialisation will not be possible, and
we want to make our contribution to scientific research,
raising the technological level of the industrial sector.
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STRATEGY

Future challenges

[IR - Perspektywy na przysztos¢] [201-2] [103-3]

It was with great interest that the Grupa Azoty Group monitored the work on the European Green Deal, adopted in 2019 and
representing a set of European Commission policy initiatives whose primary objective is to achieve climate neutrality in Europe
by 2050. It includes an action plan towards more efficient use of resources through transition to circular economy, countering
biodiversity loss and reducing pollution.

The chemical sector will play a major role in achieving all of the European green goals. Modern manufacturing processes and
products are of critical importance to climate improvement. Innovative, environmentally-friendly solutions in the chemical
industry affect other industries and thus the entire economy.

The need for pro-environmental changes is no news to the Grupa Azoty Group, or the Polish chemical industry in general. Over
the past few years, the Polish chemical sector has made numerous investments, improvements to production processes and
innovations to products that reduce environmental impacts. At the same time, we are aware that achieving compliance with the
European Green Deal will require much faster and more decisive steps. At the Grupa Azoty Group, we want to use this situation
to change our attitude and deal with the climate and environmental challenges as new growth opportunities. One practical
implementation of this approach is our proprietary technology for biodegradable polymers (thermoplastic starch), patented in
2020. Biodegradable polymers are plastics with new properties, which we believe will be the future of the packaging industry.
Thermoplastic starch, produced at our plants since 2021, is intended to be used in packaging products, films, bags and disposable
articles (e.g. catering supplies). It may be an equivalent substitute for conventional plastics such as polyolefins or PVC.
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An area of particular focus in the context of the European Green Deal will be power generation. We are aware that the chemical
industry is the main energy consumer, accounting for about one quarter of the final energy consumption in industry in Europe. At
the same time, our products support generation of energy from renewable sources since it is the chemical sector that provides
essential elements for the construction of solar panels and wind turbines. At the Grupa Azoty Group, we expect to benefit from
hydrogen technologies and their use as a competitive energy carrier. Poland is EU’s third largest hydrogen producer, and half of
its hydrogen output is generated by the Grupa Azoty Group facilities.

The Grupa Azoty Group carries out economic and technical analyses of renewable energy generation, which is expected reduce
the carbon footprint of our production processes and allow us to produce, among other things, green hydrogen. In July 2020,
the Group became one of the signatories of the letter of intent to establish a partnership for building Poland’s hydrogen economy
and to enter into a sectoral hydrogen agreement. As the signatory, we are actively involved in consultations concerning the Polish
Hydrogen Strategy. We also joined the European Clean Hydrogen Alliance initiated by the European Commission in July 2020.
The Alliance supports the implementation of the European hydrogen strategy. Its main objective is to identify and carry out
investment projects involving the hydrogen value chain. The Alliance also seeks to identify barriers in scaling up clean hydrogen
and contribute to research and innovation priorities.

With a view to supporting implementation of the European Green Deal, on the one hand we focus on reducing our direct climate
and environmental impacts, as described in the TCFD disclosures section (link), while on the other we are looking for and
implementing new solutions at the product level. The directions of pro-environmental change at the Grupa Azoty Group driven
by the new European regulations are set out in our business strategy, a part of which is the sustainable development strategy until
2030. In line with the adopted objectives, it will be reviewed and updated on a regular basis in order to respond to the changing
environment, new challenges or new solutions and tools being developed.

Our activities in the Fertilizers segment

We attach particular importance to the implementation of the EU ‘Farm-to-Table’ strategy. The objective is to reduce the use of
pesticides and fertilisers by 50% by 2030 and increase the area of organic crops. One of the numerous initiatives taken by the
Grupa Azoty Group to meet this goal was the acquisition of COMPO EXPERT The company manufactures speciality fertilizers that
reduce nutrient losses, e.g. by using coating techniques, which is in line with the European Green Deal strategy. The efficiency of
using these products is 50% higher than that of traditional ones, with fertilizer application reduced by 20%.

Another step towards implementation of the European Green Deal is our launch of the Fosfarm product line - modern and
environmentally-friendly NPK fertilizers providing an ample and efficient source of nutrients. Fosfarm is a line of compound
fertilizers manufactured in accordance with the principles of sustainable development, including circular (closed-loop) economy.
Fosfarm fertilizers are enriched to include calcium, magnesium, sulfur and micronutrients, such as copper and zinc The
phosphorus content, as well as the calcium, magnesium and micronutrients, come from regenerative sources only, including
sewage sludge incineration ash. In this way we use raw materials remaining after the manufacturing of one product to create
another.

Our ‘Abundance is What Matters’ programme also fits in with the ideas of the European Green Deal. Grupa Azoty representatives
can already perform fast soil testing with AgroCares scanners for farmers across Poland. Within minutes, the scanner sends
a report about soil status, containing precise nutrient recommendations, to a farmer’s smartphone. The use of precision farming
ensures than only the necessary nutrients are supplied to the soil.

Our activities in the Plastics segment

Another example of sustainable products manufactured by the Group is polyamide 6 and its compounds. The product is used in
many sectors of the economy and significantly reduces human impact on the environment. It finds applications in the manufacture
of safe food packaging film, and in the automotive industry, where its use reduces the car weight, translating into fuel
consumption savings. Improving the environmental and cost effectiveness of our processes by scaling down the consumption of
raw materials, recovering materials and waste recycling helps reduce energy and water consumption and emissions.
Furthermore, we are working on the introduction and sale of a new AdBlue product enriched with an appropriate content of
urea, which will bring down emissions of nitrogen oxides in vehicles with diesel engines. The test results obtained at our
laboratory indicate that its implementation would result in additional environmental benefits, such as a reduction in the number
of solid particles, fuel consumption and carbon dioxide emissions.

Polimery Police is one of the largest projects currently under way in the Polish and European chemical industry, fitting in with the
closed-loop climate neutral economy strategy and taking into account the process of decarbonisation of plastics throughout their
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life cycle. It will help diversify the Group’s business, at the same time improving Poland’s position among plastics manufacturers
and strengthening its independence in terms of energy and raw material supplies. Its purpose is to build propylene and
polypropylene units with auxiliary systems and associated infrastructure, as well as a port terminal with feedstock storage
facilities. Polypropylene is a chemical compound that can be used in the chemical, pharmaceutical, textile, food, packaging,
electronics and automotive industries. It is characterised by high strength and reusability, so it can replace disposable products.

A noteworthy fact in the context of the European Green Deal is that the Group is the first market player in the CEE region to offer
fully biodegradable plastics. The Tarnow-based company launched a pilot line for the production of thermoplastic starch with an
annual capacity of 300 tonnes. At the same time, it sighed cooperation agreements related to the use of the new product.

Our activities in the Energy area

BEST PRACTICE

The Grupa Azoty Group joined the effort to develop the Polish Hydrogen Agreement. On the initiative of the
Ministry of Climate, a letter of intent was signed to establish a partnership for building a hydrogen economy and
enter into a sectoral hydrogen agreement.

52



BEST PRACTICE

Grupa Azoty and the Province of Krakow will closely cooperate to protect air and climate as part of the project
‘LIFE EKOMALOPOLSKA - Implementation of the Regional Action Plan for Climate and Energy’. The cooperation
agreement, in which Grupa Azoty agreed to work towards achieving climate neutrality in its production processes
and activities carried out in the Matopolska region by 2050, was signed in February 2021. Grupa Azoty also agreed
to implement projects involving the use of renewable energy sources and development of green ammonia and green
hydrogen technologies.

BEST PRACTICE

At Grupa Azoty Kedzierzyn, work is under way to deliver a key project aimed at ensuring the company’s energy
security and good outlook for the future, and at driving down the consumption of primary raw materials, carbon
dioxide emissions, and energy intensity of the company’s core production. The new power generation concept will
be largely based on the use of process heat from chemical installations rather than on investments in new coal-fired

boilers.
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Financial performance

[IR - Prezentacja wynikow]

Despite the challenging market conditions and the need to quickly adapt to the new market reality brought by the coronavirus
pandemic, the Grupa Azoty Group was able to deliver good financial performance in 2020.

Our consolidated revenue in 2020 was PLN 10.5bn. Among the key factors driving the revenue were higher sales in the Agro
Fertilizers segment and lower demand on the target markets of the Chemicals and Plastics segments.

Consolidated EBITDA came in at PLN 1.3bn in 2020, driven by low gas prices, compensation for higher electricity prices, and
support received under the Anti-Crisis Shield .

The Grupa Azoty Group reported consolidated net profit of PLN 355m in 2020.
The full 2020 financial statements of our Group are available on our corporate websites.

! Compensation under the Act on the Compensation Scheme for Energy-Intensive Sectors and Subsectors established by the Energy

Regulatory Office.
2 Funding received under the Act on Special Measures to Prevent, Counteract and Combat COVID-19, Other Infectious Diseases and Crisis

Situations Caused by Them of March 2nd 2020, vrersion 4.0.

[102-7]
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=« Consolidated revenue amounted to PLN 10,524,527 thousand (down 6.93% year on year).
a EBITDA reached PLN 1,321,547 thousand (down 7.2% year on year).
= Consolidated net profit came in at PLN 355,410 thousand (down 12.82% year on year).

(PLNm) 1,529
1,424
1322 1,322
822
12,6
— T T T
2014 2015 2016 2017 2018 2019 2020

B EBITDA EBITDA (adjusted) * [l EBITDA margin

* 2013: adjusted for a gain on the acquisition of Grupa Azoty Putawy, Grupa Azoty Siarkopol and AIG, and for an impairment loss on the
POM unit.

2014: adjusted for an impairment loss on the phthalic anhydride unit.

2015: adjusted for an impairment loss on the benzene-derived C-none, fats processing and carbon disulfide units.

2016: adjusted for impairment losses on AIG receivables and deposits and on the fats processing unit.

2017: the fats processing unit.

In 2017, EBITDA and net profit were adjusted for impairment losses on the fats processing unit, AlG, Elektrownia Putawy power plant and
sulfur deposits.

In 2018, the results were adjusted for impairment losses on the fat processing unit, and net profit was additionally adjusted for the effect of
loss of control over AFRIG S.A.

The 2019 result was adjusted for impairment losses relating to the subsidiary Zaktady Azotowe Chorzow, effect of a temporary plant
shutdown at Zaktady Azotowe Police, and impairment losses on some of Siarkopol assets due to the sulfur market collapse.

Financial performance of the Grupa Azoty Group companies in 2020

Grupa Azoty Group
Revenue: 10,525 PLNm, EBITDA: 10,525 PLNm, Net profit/(loss): 355 PLNm

3,206
(PLNm)
2,428
1,613 1 1,535
522
195
166 126 216 195 124 18 82
— [ — — —
[ [ [ [
Grupa Azoty S.A. Grupa Azoty Putawy Grupa Azoty Police Grupa Azoty Kedzierzyn COMPO EXPERT
(separate data) (GK) (GK) (GK)
B Revenue EBITDA P Net profit/(loss)

Consolidated statement of profit or loss and other comprehensive income
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(all amounts in PLN '000 unless stated otherwise)

for the period for the period for the period for Fhe
Profit/loss Jan 1— Jan1— Jan1- Ijj;l(])fl
Dec 312020 Dec 312019 Dec 312018 Dec 312017
Revenue 10,524,527 11,307,915 9,998,967 9,617,495
Cost of sales (8,351,020) (8,833,939) (8,406,271) (7,457,734)
Gross profit 2,173,507 2,473,976 1,592,696 2,159,761
selling and distribution (915,699) (902,195) (658,602) (673,555)
expenses
Administrative expenses (804,475) (886,734) (812,368) (757,767)
Other income 164,040 65,518 49,604 50,200
Other expenses (61,614) (137,741) (90,186) (181,425)
Operating profit 555,759 612,824 81,144 597,214
Finance income 36,126 29,407 55,057 32,107
Finance costs (100,675) (96,265) (108,740) (68,931)
Net finance costs (64,549) (66,858) (53,683) (36,824)
zijzr:’tfe‘;rzc‘vte?;ee;““y' 14,939 12,493 13,092 16,015
Profit before tax 506,149 558,459 40,553 576,405
Income tax (150,739) (150,786) (32,793) (87,579)

Net profit

355,410

fo

pe

Ja
Dec

8,9
(7,C

1,9

Other comprehensive
income

Items that will not be
reclassified to profit or loss

Actuarial losses from
defined benefit plans

Tax on items that will not
be reclassified to profit or
loss

Total items that will not be
reclassified to profit or loss

Items that are or may be
reclassified to profit or loss

Cash flow hedges -
effective portion of fair-
value change

Translation reserve

Income tax relating

to items that are or will
be reclassified to profit or
loss

(20,001)

3,404

(16,657)

(67,494)

71,541

12,900

(29,908)

4,995

(24,913)

4,952

(11,043)

(941)

56

(19,428)

3,633

(15,795)

(16,724)

4,786

3,178

(7,991)

1,510

(6,481)

27,808

1157

(5,296)

SCROLL TABLE



for the period for the period for the period for th fo
Profit/loss Jan 1- Jan 1- Jan1- Fjer?_ ij
Dec 312020 Dec 312019 Dec 312018 an )

Dec 312017 Dec

Total items that are or may be 16,947 (7.032) (8,760) 23,669 («

reclassified to profit or loss

Total other comprehensive
income

Comprehensive income for

the period

Net profit /(loss) attributable
to:

355,700

(31,945)

375,728

(24,555)

(16,795)

17,188

506,014

Owners of the parent 31,617 372,856 9,869 456,663 3(

Non-controlling interests 43,793 34,817 (2,109) 32,163 1
Comprehensive income for
the period attributable to:

Owners of the parent 314,300 342,337 (13,739) 470,204 2¢

Non-controlling interests 41,400 33,391 (3,056) 35,810 1
Earnings per share:

Basic (PLN) 314 3,76 0,10 4,60

Diluted (PLN) 3,14 3,76 0,10 4,60

Information on the Grupa Azoty Group's consolidated financial results is accessible to the public. As required by the applicable
regulations, we make our accounts available to all stakeholders. Our financial statements are prepared in accordance with
International Financial Reporting Standards (IFRS) as endorsed by the European Union, which are consistent with the
interpretations approved by the International Accounting Standards Board. The full consolidated and separate financial
statements are available on our website.

@ See expert comment on the Grupa Azoty Group's financial position in 2020

The revenue was down 6.93% year on year in 2020, and gross profit fell by PLN 300,469 thousand, or 12%, relative to 2019. Total
operating profit was PLN 555,759 thousand, down 9.3% year on year.

Agro Fertilizers Plastics Chemicals Energy Ot
2019 2020 2019 2020 2019 2020 2019 2020 2(
External

revenue = 6,716,745 = 6,364,624 1,458,047 | 1135442 2,638,885 @ 2,522,073 = 274,660 = 255726 @ 221 w
['000] @
<
o
EBIT @)
[000]* 640,069 492,957 17,361 105,245 93,291 157,340 11,007 11,920 92, &
wm
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Agro Fertilizers Plastics Chemicals Energy O

EBITDA

[000]** 964,690 820,267 50,053 31,946 207,762 265,665 102,263 98,303 15

Zrodto: Opracowanie wiasne
* EBIT is calculated as operating profit/(loss) as disclosed in the statement of profit or loss, adjusted for gain on a bargain purchase.
** EBITDA is calculated as operating profit/(loss) before depreciation and amortisation, adjusted for gain on a bargain purchase.

Operating segments’ income, expenses and net profit (loss) for the 12 months
ended December 31st 2019

8,000,000
AGRO FERTILIZERS

7,000,000

[0 2020
2019

6,000,000
5,000,000
4,000,000

CHEMICALS
3,000,000

PLASTICS
2,000,000
1,000,000 . ENERGY OTHER ACTIVITIES
[ — —

Revenue by segment

2%

11% \2%

46%

B Agro Fertilizers [l COMPO EXPERT fertilizers | Total fertilizers
B Chemicals Plastics Energy
Other Activities

24%

™

61%
15%

In 2020, revenue in the Agro Fertilizers segment was PLN 6,364,624 thousand and accounted for 61% of the Group’s total
revenue. Year on year, the segment’s revenue went down slightly, by 5.2%, and its share in the total revenue rose by 1.1pp.
Domestic sales accounted for some 55.4% of sales in the Agro Fertilizers segment. Other segments also reported lower revenues:
revenue in the Plastics segment accounted for 11% of the Group's total, having declined by 22% year on year, while in the
Chemicals and Energy segments revenue fell by 4.43% and 6.9%, respectively, year on year. In 2020, revenue of the Other
Activities segment was PLN 247.7m, up 11.8% on 2019. It represented 2.3% of the Group's total revenue figure.

The segments’ respective shares in the revenue structure in 2020 did not change significantly relative to 2019.

EBIT

The Group’s EBIT came in at PLN 555,759 thousand in 2020. The Agro Fertilizers, Chemicals and Other Activities segments
generated positive EBITs. EBIT margin in 2020 was 5.3% (5.4% in 2019).
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EBITDA

In 2020, the Grupa Azoty Group posted a positive EBITDA of PLN 1,321,547 thousand and net profit of PLN 355,410 thousand, down
by PLN 102,563 thousand and PLN 52,263 thousand, respectively, on the corresponding period of the previous year. In line with

the Grupa Azoty Group's strategy for 2013-2020 revised in May 2017, the Group's strategic target was to achieve EBITDA margin

of 14%. In 2020, EBITDA margin was 13%.

Consolidated data

for the period

for the period

Note Jan1- Jan1-
Dec 312020 Dec 312019
Profit/loss
Revenue 1 10,524,527 11,307,915
Cost of sales 2 (8,51,020) (8,833,939)
Gross profit 2,173,507 2,473,976
Selling and distribution expenses 2 (915,699) (902,195)
Administrative expenses 2 (804,475) (886,734)
Other income 3 164,040 65,518
Other expenses 4 (61,614) (137,741)
Operating profit 555,759 612,824
Finance income 5 36,126 29,407
Finance costs 6 (100,675) (96,265)
Net finance income/(costs) (64,549) (66,858)
Share of profit of equity-accounted investees 14,939 12,493
Profit before tax 506,149 558,459
Income tax 7 (150,739) (150,786)
Net profit 355,410 407,673

Structure of assets

In 2020, the Grupa Azoty Group's assets rose to PLN 18,207,150 thousand, by PLN 2,728,459 thousand relative to the end of 2019.
As at December 31st 2020, non-current assets were PLN 13,511,725 thousand, and current assets stood at PLN 4,695,425 thousand.

Year on year, the most significant changes in assets in the reporting period included:

s PLN 2,430,353 thousand increase in property, plant and equipment;

s PLN 42,239 thousand increase in intangible assets;
=« PLN 135,798 thousand decrease in inventories;

= PLN 153,241 thousand increase in cash.

Assets Note

as at Dec 312020

as at Dec 312019

Non-current assets

Property, plant and equipment 10
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Assets Note as at Dec 312020 as at Dec 312019
Right-of-use assets 1 834,690 852,075
Investment property 12 57,364 62,014
Intangible assets 13 1,027,310 985,071
Goodwill 13.1 331,683 308,589
Shares 14.1 9,168 9,198
Equity-accounted investees 14.1 91,461 88,909
Other financial assets 14.2 2,484 2,406
Other receivables 17 489,827 156,867
Deferred tax assets 7.4 94,125 97,074
Other non-current assets 19 509 483
Total non-current assets 13,511,725 10,705,437
Current assets
Inventories 15 1,534,011 1,669,809
Property rights 16 529,199 474,133
Derivative financial instruments 30.5 43,471 5,918
Other financial assets 14.2 - 174,724
Current tax assets 19,621 26,973
Trade and other receivables 17 1,628,244 1,615,486
Cash and cash equivalents 18 923,328 770,087
Other current assets 19 17,456 15,456
Non-current assets held for sale 20 95 20,668
Total current assets 4,695,425 4,773,254
Total assets 18,207,150 15,478,691

The consolidated statement of financial position should be read in conjunction with the notes, which constitute an integral part of the full-

year consolidated financial statements.

Structure of equity and liabilities

Year on year, the most significant changes in equity and liabilities in the reporting period included:

s PLN 594,955 thousand increase in equity;
s PLN 776,317 thousand increase in borrowings;
s PLN 8,643 thousand decrease in trade and other payables;

s PLN 561,081 thousand increase in other financial liabilities.

Equity and liabilities Note as at Dec 312020 as at Dec 312019
Equity
Share capital 211 495,977 495,977
Share premium 21.2 2,418,270 2,418,270
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Equity and liabilities Note

as at Dec 312020

as at Dec 312019

Hedging reserve 213
Translation reserve
Other capital reserves 21.7
Retained earnings

Equity attributable to owners of the parent

Non-controlling interests 21.4

Total equity

Liabilities
Borrowings 22
Lease liabilities 23
Other financial liabilities 24,217
Employee benefit obligations 26
Trade and other payables 27
Provisions 28
Government grants received 29
Deferred tax liabilities 7.4

Total non-current liabilities

Borrowings 22
Lease liabilities 23
Derivative financial instruments 30.5
Other financial liabilities 24
Employee benefit obligations 26

Current tax liabilities

Trade and other payables 27
Provisions 28
Government grants received 29

Liabilities directly associated with assets available for sale 20
Total current liabilities
Total liabilities

Total equity and liabilities

(48,540)
63,311
(17,700)
4,427,756
7,339,074
949,828

8,288,902

3,322,320
355,774
579,438
490,864

18,609
211,022
196,973
529,419

5,704,419

193,443
71,422
6,086

670,459
54,863
70,013

3,092,693
40,504

14,346

4,213,829
9,918,248

18,207,150

5,872

(8,252)

4,124,507
7,036,374
657,573

7,693,947

2,546,003
367,482
18,357
469,351
27,252
204,850
193,963
461,124
4,288,382
205,908
59,530
15
554,305
53,270
44,672
2,516,567
37,113
13,480
11,502
3,496,362

7,784,744

15,478,691

The consolidated statement of financial position should be read in conjunction with the notes, which constitute an integral part of the full-

year consolidated financial statements.

Consolidated statement of changes in equity

Operating cash flows

In 2020, the Group generated positive net cash from operating activities of PLN 2,705,161 thousand, up by PLN 671,727 thousand

on 2019.
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Consolidated statement of cash flows (PLN ‘000)

Cash flows from operating activities

Profit/(loss) before tax
Depreciation and amortisation
Impairment losses
(Gain)/loss from investing activities
Gain on disposal of financial assets
Share of profit of equity-accounted investees
Interest, foreign exchange gains or losses
Dividends
Fair value (gain) on financial assets at fair value
Increase in trade and other receivables
Decrease/(Increase) in inventories and property rights
Increase in trade and other payables
Increase in provisions
Increase in employee benefit obligations
Increase in government grants
Other adjustments
Income tax paid

Net cash from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment,
intangible assets and investment property

Purchase of property, plant and equipment, intangible
assets and investment property

Dividend received
Purchase of other financial assets
Proceeds from sale of other financial assets
Interest received
Government grants received
Repayments of loans
Other cash provided by (used in) investing activities
Net cash from investing activities
Cash flows from financing activities
Net share capital issue proceeds
Dividends paid

Proceeds from borrowings

Nota

34

34

34
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za okres od 01.01.2020
do 31.12.2020

506,149

765,788
3,230
(876)
(1,879)

(14,939)

136,890
(127)

(29,972)

(235,497)
101,940
1,466,412
9,563
23,106
3,876
21,037
(49,540)

2,705,161

21,267

(3,002,934)

7
(80,004)

255,289

1,804
109
(27,031)

(2,831,493)

205,172
(9.447)

923,499

za okres od 01.01.2019

do 31.12.2019

przeksztatcone*

558,459

811,286
50,624
3,872
(878)
(12,493)
77124
(165)
(4,498)
(153,472)
(386,203)
976,551
53,766
82,314
63,442
(3,541)
(82,754)

2,033,434

10,566

(1,049,703)

17
(415,462)
246,030

26,014
753
109

(4,813)

(1,186,489)

(2,695)

217,030



za okres od 01.01.2020

za okres od 01.01.2019

Consolidated statement of cash flows (PLN ‘000) Nota do 31122020 do 31.12.2019
przeksztatcone*
Repayment of borrowings (318,054) (286,477)
Interest paid (128,627) (107,629)
Payment of lease liabilities (64,540) (56,645)
Repayment of reverse factoring (954,154) (695,547)
Other cash provided by (used in) financing activities 34,21.6 600,972 12,024
Net cash from financing activities 254,821 (919,939)
Total net cash flows 128,489 (72,994)
Cash and cash equivalents at beginning of period 770,087 846,532
Effect of exchange rate fluctuations on cash held 24,752 (3,451)
Cash and cash equivalents at end of period 18 923,328 770,087

* as described in Section 2.2.c.

See how we delivered on our dividend policy objectives

In accordance with the dividend policy resulting from the updated strategy for 2013—2020, the Company decided not to set the
lower limit for the dividend payout ratio and to maintain the upper limit at 60%. The strategy also provided that, in justified cases
such as implementation of an extensive investment programme or the risk of an economic downturn, the Management Board

may recommend against a dividend payment.

No dividend was paid in 2020. On June 30th 2021, the Annual General Meeting resolved to allocate the entire amount of the

Company’s net profit for the financial year 2020, of PLN 125,627,538.01, to the Company’s statutory reserve funds.

Dividends paid out in 2008-2018

Ye'al.’ for which Dividend record Dividend o Dividend per
dividend was Profit earned Total dividend
) date payment date share
paid
Instalment 1: Aug
312009 PLN 61,935
2008 Jun 26 2009 h d PLN 39,898,749.42 PLN 1.02
Instalment 2: Nov thousan
62009
2012 Apr 222013 May 24 2013 PLN 250,692 PLN 148,793,226.00 PLN 1.50
thousand
2013 Jun 18 2014 Jul9 2014 PLN 44.117 PLN 19,839,096.80 PLN 0.20
thousand
2015 Jun 20 2016 Jul112016 PLN 209,055 PLN 83,324,206.56 PLN 0.84
thousand
2016 Aug 4 2017 Aug 23 2017 PLN 224,775 PLN 78,364,432.36 PLN 0.79
thousand
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Year for which
o f Dividend record Dividend o Dividend per
dividend was Profit earned Total dividend
) date payment date share
paid
PLN 354,793
2017 Jul 252018 Aug 82018 ! PLN 123,994,355.00 PLN 1.25
thousand

source: Company data

% See how our shares performed on the stock exchange

Grupa Azoty S.A.

The Grupa Azoty S.A. share price at the close of trading in 2019 was PLN 29.28, and in the first quarter of 2020 it went down,
to reach PLN 16.16 on March 16th 2020. In the second quarter the price rose, to PLN 35 at the beginning of June. The closing price
at the end of 2020 was slightly lower than the opening price, at PLN 27.45.

Grupa Azoty share price in 2020
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Zrodto: Own study based on GWP data.
Grupa Azoty Police

At the beginning of 2020, Grupa Azoty Police shares traded at PLN 10.50. In the first month of the year, the price stabilised at
approximately PLN 10.00. At the beginning of March it fell to PLN 7.1, which was followed by a gradual increase, until PLN 15.50
per share was reached at the beginning of June. At the end of June, the price fell slightly, to approximately PLN 12m, and
remained close to this level, to rise to PLN 12.20 on December 30th 2020.

Grupa Azoty Police share price in 2020
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Grupa Azoty Putawy

On December 30th 2019, the share price of Grupa Azoty Zaktady Azotowe Putawy S.A. was PLN 89.20 per share. At the
beginning of 2020, it started to decline, reaching the low of PLN 53.6m in mid March, after which it gradually grew, to PLN 98 at
the beginning of June. The closing year-end price was PLN 85.8m, a slight decrease compared with the opening price.

Grupa Azoty Putawy share price in 2020
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> See our companies’ results

Grupa Azoty Putawy




Grupa Azoty Police

Grupa Azoty S.A.

nsolidated annual report for 2020
See notes to the financial statements

All financial performance figures m 3{ alsg be downloaded from the Grupa Azoty Group's Performance Data Centre.
Consolidated financial statements O]? he Grupa Azoty Group
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RISK

Risk management

[102-11] [102-15] [103-2] [201-2] [IR- Risks and opportunities] [IR- Corporate governance]

At the Grupa Azoty Group, we have adopted an integrated approach to enterprise risk management based on ISO 31000:2018
‘Risk Management - Guidelines’. It takes into account our corporate governance solutions, so our management and supervisory
bodies and shareholders are provided with up-to-date, reliable and well-structured information on risks related to the Group’s

business. Risk management is part of a corporate management process geared towards reducing uncertainty and building lasting
protections for the Group’s value.

To establish a framework for the activities in this area, a management system procedure entitled ‘Enterprise Risk Management at
Grupa Azoty' has been developed. It identifies the responsibilities of individual entities taking part in the risk management
process and the procedures they should follow. Directors involved in risk management are required to communicate the
requirements to their subordinate staff, who are obliged to comply with the procedure. Direct supervision of the implementation
and contents of the document is exercised by the Head of the Corporate Risk Management Office at Grupa Azoty S.A., while the
President of the Grupa Azoty S.A. Management Board is responsible for monitoring the implementation.

Risk identification is a continuous process and involves a great number of people. Its objective is to identify sources of information
on threats and opportunities and to define key variables in the internal and external environment. Risk assessment includes
qualitative analysis, identification and establishment of the key controls, and quantitative analysis that yields specific quantitative
parameters. Risk value is estimated based on a risk map, which specifies the effect and likelihood of the risk. Then, risks are
prioritised against the Group's strategic objectives. The risk map is updated on a quarterly basis and all residual risks are assessed
annually. This is to help assess the effectiveness of the risk mitigation measures taken.
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The Group uses a two-tier risk classification in the following six categories: strategy, organisation and management, financial and
credit risks, core business risks, social and environmental risks, safety risks, and market and regulatory risks.
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RISK

Climate risk management

At the Grupa Azoty Group, we have initiated the process of implementing the recommendations of the Task Force on Climate
Related Financial Disclosures (TCFD) within our management and reporting framework. The review includes a detailed
assessment of the Group’s approach to risk identification and management, as well as the opportunities stemming from the low-
carbon transition and physical climate change. In our efforts, we seek to integrate the climate change adaptation processes with
our systems, procedures and business strategy.

Ujawnienia informacji zwigzanych z klimatem (TCFD)
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Deal Strategy
Disclosure of governance rules for climate impact Disclosure of current and potential climate impacts
exposures (both risks and opportunities) on the organisation’s business, including its strategy
and financial planning, to the extent that such
impacts are significant.
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Risk management Metrics and targets
Disclosure of processes for identifying, assessing, Disclosure of metrics and targets used to assess and
and managing climate-related risks. manage specific areas of material climate risks.

TCFD was established in 2015 by the Financial Stability Board (FSB) to help identify the information needed by investors, lenders
and insurers to properly assess and measure climate risks and opportunities. TCFD recommendations are structured around four
thematic areas that represent core elements of how organisations operate: governance, strategy, risk management, and metrics
and targets. The areas are interconnected and should operate in conjunction with one another to provide an effective framework
for managing the climate change risk.

Governance

Disclosure of governance rules for climate impact risk

We believe that responsible and forward-looking leadership increases the resilience of an organisation and supports long-term
value creation. Climate change and the related threats and opportunities play an important role in the Group’s development.
Therefore, decarbonisation efforts, including with respect to our energy mix and technological processes, are of key importance
to us. The chemical industry has a significant impact on greenhouse gas emissions, but is also directly affected by climate change.

Responsibility for supervision over sustainability aspects and determination of relevant frameworks for our Group rests with the
President of the Management Board and members of the Management Board within their respective areas of competence.
Tomasz Hinc, President of the Management Board, is responsible, among other things, for sponsorship and CSR, compliance, legal
support, and representation of the Grupa Azoty Group before stakeholders. The scope of responsibility of Filip Grzegorczyk, Vice
President of the Grupa Azoty Management Board, includes issues related to the energy transition and the European Green Deal,
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as well as regulations and enterprise risk management. Grzegorz Kadzielawski, Vice President of the Management Board, is
responsible for the monitoring of investment project implementation at the Grupa Azoty Group, social dialogue, strategic
planning and monitoring of strategy implementation, strategic project management (excluding energy transition), adaptation
to the requirements of the New Green Deal and circular economy at the Group. Individual companies have also designated staff
members who are responsible for supervising environmental issues. At Grupa Azoty Putawy, it is Head of the Support Division, at
Grupa Azoty Police - Head of the Plant Safety Department and Project Manager for GHG Emissions, Technological and
Environmental Analysis, at Grupa Azoty Kedzierzyn — Head of the Infrastructure Department, and at Grupa Azoty S.A. — Head of
the Corporate Technology and Energy Department (position established in the second half of 2021).

The Group engages in decarbonisation efforts. In this area, the following have been established recently:

« Corporate Technology and Energy Department, whose main responsibility is to ensure energy security, supervise
decarbonisation at the Grupa Azoty Group, both in the commercial generation and in the Chemicals segment, and monitor
the carbon footprint and set emission reduction targets;

=« Energy Transition Committee.

The Grupa Azoty Group also has an EU ETS Management Committee in place, which periodically monitors both the situation on

the emission allowances exchange market and the progress of the emission allowance purchasing plan.

Strategy

Approach to the actual and potential impact of climate risks and opportunities on the
organisation’s business, strategy and financial planning

We have taken steps to assess the risks associated with the environmental impacts of the Group's business in its
day-to-day operations, as well as in the medium and long term. We have started a review of the resilience of
our business model, taking into account the target benchmarks of emissions and pollutant concentrations.
Sustainability-related innovation and development are largely reflected in the Grupa Azoty Group’s new
strategy for the next decade (until 2030), which provides, among other things, for the launch of low- or zero-
carbon heat and power generation projects.

The Grupa Azoty Group indirectly factors in climate risks in its strategy. One category where climate issues have
been identified is the regulatory risk connected with climate change as well as the related market, financial,
technological, environmental and reputational risks and opportunities.

The Group also takes steps to identify business development opportunities resulting from a change of
approach to environmental and climate considerations. The risk identification process has taken into account
the opportunities for raising funds for innovative technology projects or development of new environmentally-
friendly products, and has identified potential for increasing energy and cost efficiency. Measures have been
taken to implement solutions that address the challenges related to the identified risks and opportunities in the
light of the upcoming changes and their ultimate integration within the enterprise risk management system.
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Climate risk management

Disclosure of how the organisation identifies, assesses and manages climate risks

In the risk management process, climate change is an important factor for the implementation of our growth strategy and
building our stakeholders’ confidence. Another decisive element is the changing legal requirements, and the need to comply
with them and bear the related costs (introduction of new regulatory requirements that are not correlated with the investment
plans and the financial capacity of the organisation); the requirements are defined, e.g., in the EU and national laws on trading in
CO, emission allowances. In order to mitigate its greenhouse gas emission impacts, the Grupa Azoty Group has been taking steps
to lower the energy intensity of its processes and bring down GHG emissions.

TCFD has identified two types of climate risks:

« transition risks related to the transition to a lower-carbon economy;
= Physical risks involving the physical effects of climate change.
Since climate risks are strategic risks, the Group has taken steps to integrate climate risk management processes into the

enterprise risk management (ERM), so that they form part of the current risk management model and are subject to the same
procedures.

The enterprise risk register provides information identifying the key climate and environmental risks directly or indirectly related
to climate change (the former being connected with the enterprise itself and the latter involving shocks and disruptions in the
supply chain and in the markets), or ESG risks defined in a context broader than climate considerations.

Risks directly affecting the Grupa Azoty Group’s business are primarily related to the management of CO, emission allowances
and other physical and transition factors in the area of regulations, technologies and products/markets:

s risk of extreme weather and natural disasters being physical consequences of climate change;

« regulatory risks arising from the climate transition occurring through implementation of the European Green Deal reforms;

« regulatory risks related to the circular economy and extended producer responsibility concepts;

a regulatory risks arising from the implementation of legislative changes forming the ‘Fit for 55" package;

a risks related to the monitoring and consumption of electricity;

« risks related to the monitoring and management of direct and indirect emissions of greenhouse gases and other air pollutants;
s risk of restrictions on fertilizer sales due to physical climate change;

« risk of adecline in sales of selected plastics as a result of increased requirements on plastic recycling;

a risk of production constraints caused by lack of adequate water resources or increased salinity of river water;

= process and technological risks related to the need to adapt to low-carbon economy requirements and achieve
decarbonisation targets;

s risk of increased exposure to failures, accidents and stoppages of production facilities and technological constraints due
to physical consequences of climate change;

« risk related to the prices and availability of natural gas;

« risk related to the prices and availability of electricity and heat;
« risk related to the prices and availability of coal;

s riskrelated to the management of CO, emission allowances;

a risk of restrictions on sales of fertilizers due to loss of biodiversity, ecosystem changes, major and unforeseeable weather
changes and extreme weather;

s risk of restrictions on sales of plastics and chemicals due to market and legislative constraints and changing consumer

behaviours.

In addition, the Group identifies risks that are not directly related to climate, such as:

a risk of adopting inappropriate strategy objectives, inconsistent strategy operationalisation, and lack of proper supervision and
correct assessment of the delivery of strategic goals;

« risks related to investment project execution;
a risksrelated to investment project design and development;

« risk related to ineffective financial and economic projections;
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« liquidity risk;

« risk related to the availability and effectiveness of capital and other sources of funding;

a risk related to negative impact on the company brand;

= risks related to investor relations and compliance with the disclosure requirements;

a risk of failure to meet expectations of the public;

« reputational risk related to ineffective communication of social initiatives and ESG projects;

a risk related to growing customer requirements concerning fertilizers;

« risk of higher fertilizer imports;

= risk of disruptions in or increased cost of maritime transport;

» risk related to the operation of the in-house power generation system;

« risk related to the prices and availability of propylene and polyethylene;

a risk of major industrial accidents;

a risk of major technical failures disrupting the continuity of processes and operation of key production units;

s risk of trade wars and significant limitation of the free movement of goods and services in the Oxoplast Business Unit;
s risk of substitution of products and production technologies resulting in a deterioration of the Group’s competitive position;

a risk of restrictions on sales of plastics due to market constraints and consumer behaviour changes as a result of more
widespread adoption of pro-environmental attitudes;

a risk of restrictions on sales of chemicals due to market constraints and consumer behaviour changes as a result of more
widespread adoption of pro-environmental attitudes;

« risk related to fire safety;
a risk of violation of law in the context of compliance management;
s regulatory risk related to increasing environmental requirements;

« risk of adverse impacts on biodiversity and wild natural habitats.
Identification of the risks listed above helps us better manage climate risks, including by planning measures to mitigate them.
In 2020, the enterprise risk register of the Grupa Azoty Group was updated. The ESG risks are presented below in the section in

the ESG risk map. Work is underway on the identification and preliminary examination of the climate change risks, which will be
included in the organisation’s overall risk management system in 2021.

Under the risk management model in place at the Grupa Azoty Group, the qualitative risk analysis involves identification of both
risks and opportunities associated with a given risk.

Key considerations related to the status
and materiality of climate risks at each of
the key companies

Grupa Azoty Kedzierzyn:

Because of their significant greenhouse gas emissions and the applicable regulatory requirements, the Grupa
Azoty Group companies are subject to the EU Emissions Trading Scheme (EU ETS). As part of the EU ETS, the
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company monitors and settles greenhouse gas emissions generated by its facilities. In accordance with the
applicable laws, the Group is annually allocated free emission allowances for its designated installations, which
it is required to surrender to cover its CO2 emissions. The estimated volume of emission allowances required
for 2019-2021 exceeded the free allocation volume. The projected deficit in these years is 370,000-600,000
EUAs per year (in 2021). The company purchased the balance of the allowances for 2020 on the market, in
accordance with the emission allowance purchasing plan and the common CO2 emission allowance
management model applied by the largest companies of the Grupa Azoty Group, whose main objective is
to spread the allowance price risk over time. The emission allowance purchasing plans are made annually for
the next three years.

Grupa Azoty Putawy:

The company reduces its GHG emissions on a continuous basis by using high-efficiency catalysts to bring down
N20O emissions and increase energy efficiency. Grupa Azoty Putawy is working on solutions to lower its
consumption of natural gas (production and energy efficiency improvements) and energy carriers (energy
efficiency improvements), especially of high-pressure heating steam and process steam. The activities in this
area are monitored and supervised based on the regulations of the energy management system.

Grupa Azoty Police:

In 2020, the company identified no new risks or opportunities arising from climate change or weather
patterns. As regards the legal framework for greenhouse gas emissions, the situation is stable. 2013-2020 was
the third trading period of the European Emissions Trading Scheme (EU ETS), which covers five of the
company’s installations. 2020 was the eighth and the last year of the period. As the company participates in the
EU ETS and maintained the required level of production, in 2020 three of its process installations and one
combustion installation received free emission allowances in such quantities as previously determined by the
National Administrator of the Emission Trading Scheme. Due to the shutdown of the only emission source since
mid-2016, on CHP |, no free emission allowances were allocated to this installation.

Metrics and targets

Used to assess and manage material climate risks and opportunities

Risk response and mitigation plans, defined by activities, including metrics and targets, are determined in accordance with the
principles of the enterprise risk management system.

The Grupa Azoty Group calculates and reports annually a set of performance indicators, including in the natural environment
area, such as greenhouse gas emissions, energy, water and materials consumption. They enable the Group to assess its efforts
to meet its own emission targets, but also provide a basis and context for an assessment of climate risks and opportunities, mainly
with respect to transition risks.

The Grupa Azoty Group identifies greenhouse gas emissions as the key factor of its direct impact on climate and the natural
environment. In calculating GHG emissions we use the GHG Protocol, which covers all activities envisaged to monitor them in
Scope 1 and 2. Our Scope 1 emissions are emissions from the organisation’s direct operations, use of energy, including electricity,
heat (steam and frigorie) and energy purchases (Scope 2).

In 2020, the Grupa Azoty Group's carbon footprint was 9.433 million tonnes of CO2 equivalent.

The four key Group companies account for 94% of the Grupa Azoty Group's total greenhouse gas emissions: 8.873 million tonnes
of CO2 equivalent.

Direct greenhouse gas emissions (Scope 1)] We constantly work towards reducing our carbon footprint, taking into account
changes in our product portfolio.

Chart with a summary of Scope 1 and 2 emissions
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Putawy S.A. Police S.A. Kedzierzyn S.A.
Greenhouse gas emissions [MgCO,e]
Group entity
Scope 1 Scope 2 Total Scope 1and 2
Grupa Azoty Putawy S.A. 3,407,814 701,361 4,109,174
Grupa Azoty Police S.A. 1,691,172 230,528 1,921,699
Grupa Azoty Kedzierzyn 1,280,946 456,377 1,737,322
S.A.
Grupa Azoty S.A. 945,845 159,445 1,105,290
Other companies 70,223 488,289 559,512
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GHG emissions structure

S 376% - s e e e

21,65%

Symbol Type Description

Direct emissions of methane and CO?2,
EMI Direct (process) greenhouse gas e.g. in landfill gases, process emissions
emissions of methane, nitrous oxide, cooling

agents listed in AR5

Emissions calculated based on
indicators provided by electricity
ENE Emissions associated with energy and/or heat suppliers, by type of fuel,
imports in accordance with the Regulation of
the Minister of Economy (Dz.U. No. 93

of 2007, item 623)

Carbon dioxide from the combustion
of coal, liquid and gaseous fuels on the
basis of the calculated or measured
emission indicator

PAL Emissions from the combustion of fuels

Emissions produced when energy
SUR Emissions from energy carriers used as carriers (high-methane and other
feedstock for synthesis gases) are used for synthesis (mainly

ammonia synthesis)

The changing purchase prices of EUAs are one of the main climate risk factors to be monitored on an ongoing basis. According
to the current short- and long-term forecasts, the prices will be on the rise. They are and will continue to be driven by the
demand and supply and the global political situation and developments in the power generation industry. Failure to redeem or
timely redeem the required allowances is subject to an administrative penalty of EUR 100 per 1 Mg of outstanding CO2. The
situation on the emission allowances exchange market and the progress of the allowance purchasing plan designed to secure the
necessary allowances to be redeemed for a given year are also monitored periodically by the EU ETS Management Committee of
the Grupa Azoty Group. Among the Committee members are authorised representatives of the Company, as documented in the
minutes of the Committee meetings.
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RISK

ESG risk map based on the Grupa Azoty
Group’s enterprise risk register

[103-2] [306] [403-2] [403-7] [413-2]

The business of the Grupa Azoty Group, which comprises chemical plants producing and storing hazardous materials and
substances, is a source of potential threat to the local communities, employees and the natural environment. Below are presented
the key ESG risks identified in the 2020 enterprise risk register, with an identification of those directly or indirectly related
to climate change.

Environmental risks identified at the Grupa Azoty Group

The Grupa Azoty Group’s core business creates environmental burdens. The Group companies are subject to various
environmental laws, which may entail the need to incur costs to ensure compliance with regulations and regulatory changes or
to obtain new environmental permits.

Polish environmental regulations are subject to frequent changes. There can be no assurance that the regulations under Polish and
EU laws will not be further tightened in the future. Given the uncertainty regarding future regulatory environment, in the coming
years the Group may have to incur significant costs or capital expenditures to ensure environmental compliance of its plants.

M
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&) directly related to climate

@ indirectly related to climate

@ The risk of major industrial accidents or technical accidents in key production plants

The Grupa Azoty Group’s operations are directly exposed to the risk of major industrial accidents or technical accidents in key
production plants due to the need to ensure continuous and smooth production processes and highly effective response
to emergencies arising as a result of equipment defects and failures within the Company’s facilities.

Risk response

\/ The Grupa Azoty Group companies were classified as upper tier establishments (UTE). The Group has developed and put in
place accident prevention programmes, and has monitored and implemented safety regulations, including those arising
from the SEVESO Il Directive. Detailed contingency analyses are carried out based on the Accident Prevention Manual and
the contingency analysis approach. Technical risks are reviewed in the area of operation of production assets and the impact
on the thermodynamic status of selected machinery. Contingencies are prevented at the Grupa Azoty Group by ongoing
monitoring of hazards in technological processes and operation of machinery and equipment, coupled with monitoring of
hazards in storage and transport operations.

& Risk related to the production and storage of hazardous chemical substances

The core business of the Grupa Azoty Group involves processing, manufacture, storage and transport of hazardous chemicals,
which may affect the natural environment, health or lives of the Group’s employees and residents of the adjacent areas.

Risk response

< Detailed process risk analyses are carried out at the Grupa Azoty Group on a regular basis under the emergency prevention
programme. A safety report is prepared for upper tier chemical plants at least once every five years. The Grupa Azoty
Group monitors and responds to regulatory changes in the area of production and storage of hazardous materials on an
ongoing basis.

& The risk of transport flammable, explosive and toxic hazardous goods

Grupa Azoty Group transports flammable, explosive and toxic hazardous goods, which may pose a risk to the natural
environment, to the health or life of employees, and to local communities in the vicinity of the plants.

Risk response

«/ Asaresult of their activities, state authorities impose additional restrictions on the transport of hazardous substances, which
may result in temporary or permanent unavailability of parts of the transport infrastructure used by the company. In order
to minimise the risk of adverse events, deliveries of dangerous goods are monitored on an ongoing basis pursuant to an
internal regulation governing this aspect. In addition, contracts with companies that rent their rolling stock and with carriers
licensed and equipped to carry out transport operations include appropriate provisions on the carriage of dangerous
goods.

@ Risk of failure to meet the requirements for reducing air emissions (including NOx, SOx and particulate
matter)
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Given the technologies employed by the Group, its operations involve unavoidable releases of CO2, NO2, SO2, NH3, F, particulate
matter and other substances to the environment, and are subject to European and Polish laws.

If more stringent regulations are introduced, in particular imposing tighter pollutant emission limits, the Grupa Azoty Group may
need to incur significant costs in order to upgrade its plants or replace equipment which does not conform to the new emission
standards. Non-compliance entails, among other things, sanctions imposed on individual Grupa Azoty Group companies if the
emission limits are exceeded. The environmental protection laws require that BAT conclusions be adopted as a benchmark for
defining the technical conditions of the integrated permit and for setting emission limits.

Risk response

/, The Grupa Azoty Group holds all necessary environmental permits for its operations. It monitors its air emissions on an
ongoing basis. Measurements are made at the intervals specified in the relevant integrated permits and they are reflected
in the annual pollutant emission measurement schedules. The Grupa Azoty Group regularly monitors and responds
to regulatory changes in the area of environmental emissions.

@ Risk related to the management of CO2 emission allowances

The CO2 emissions trading market is highly unpredictable due to its high volatility and sudden spikes in CO2 emission allowance
prices.

Risk response

/. The management of CO2 emission allowances at the Grupa Azoty Group is supervised by the EU ETS Management
Committee and the EU ETS Executive Team, based on the CO2 emission allowance trading policy in place. Allowances are
purchased according to an annual purchasing plan, following a recommendation from the EU ETS Committee and the
Financial Committee. The EU ETS Management Committee, which supervises the common model for managing CO2
emission allowances at the parent companies, tracks the implementation of purchasing plans and price developments of
CO2 emission allowances. In addition, the EU ETS Executive Team monitors the prices of emission allowances on the market
on an ongoing basis and analyses price trends in the short and long term.

& Risk related to fire safety

The Grupa Azoty Group is exposed to the risk of fire or explosion as a result of which a company’s assets may become damaged
or destroyed and its operations may be restricted or suspended.

The fire safety risk involves possible injury or death of employees, environmental contamination, considerable material damage
from explosion or fire at a production facility, as well as loss of quality or usefulness of products or raw materials due to explosion
or fire at a storage facility, fire during transport, and the related, e.g. financial, consequences.

Risk response

/. The Company Fire Brigade units responsible for the oversight of fire-fighting activities at the Grupa Azoty Group companies
have fire-fighting and rescue equipment to extinguish fires and remove other local hazards and effects of natural disasters.

The Group operates an automated hazard reporting system, and its fire prevention system provides ongoing fire safety
oversight.

@ Risk of non-compliance with water and wastewater management requirements
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In connection with their operations, the Grupa Azoty Group companies abstract water and discharge wastewater. In the event of
non-compliance with water and wastewater management regulations, which includes exceeding any parameters set in the
applicable decisions, sanctions are imposed. At Grupa Azoty S.A. this is related to the implementation of new projects and
expansion of existing units/plants. Substances acting as inhibitors present in effluents from the caprolactam polymerisation unit
have an adverse effect on the biological treatment of the effluents, resulting in technical degradation of existing units/plants.

Risk response

< The Grupa Azoty Group monitors the Water Law on an ongoing basis for any amendments tightening the existing standards
or introducing new requirements applicable to the Company with respect to water abstraction and wastewater discharge.
The Grupa Azoty Group holds all relevant legal permits related to water and wastewater management. When designing
process units and applying for permits, the Group companies estimate and account for the effect of the unit/equipment on
the volume of pollutants emitted into the environment. The volumes and quality of wastewater discharged and water
abstracted are analysed on an ongoing basis. The Grupa Azoty Group responds to regulatory changes in the area of water
and wastewater management on an ongoing basis.

@ Risk of land pollution and related costs

An accident occurring on a Grupa Azoty Group company’s premises gives rise to a risk of soil contamination and incurring
significant costs related to its remediation/reclamation, as well as a risk of administrative decisions being issued against the
company, obligating it to clean up legacy contamination.

As a result, a Grupa Azoty company may be required to carry out reclamation work on the affected site and restore it to its
original condition. In the case of legacy contamination, the company may be required, by way of an administrative decision,
to draw up and deliver a site reclamation plan.

Risk response

/. The Grupa Azoty Group holds all relevant legal permits regarding soil contamination.
To mitigate any possible incidents, groundwater on legacy contamination sites is monitored and the places where hazardous
substances are loaded, unloaded and stored are inspected. A detailed risk assessment is carried out based on the type and
quantity of substances in the process units as well as evaluation of the measures taken to prevent the substances from
contaminating the soil. The Grupa Azoty Group responds to regulatory changes in the area of land pollution requirements
on an ongoing basis.

& Risk related to the use of radioactive substances

Radioactive substances used by the Grupa Azoty Group may adversely affect the health or life of employees or other persons
present in the area of their potential impact. The Group may fail to meet the legal conditions for their use.

There is a risk of leakage from storage containers for radioactive substances, a risk of using defective equipment/apparatus that
operates using radioactive substances, or a risk of inappropriate protection of such equipment/apparatus against access by third
parties. A loss of a radioactive source due to theft or misplacement, as well as detachment of a radioactive source from its
apparatus, are very unlikely as far as the apparatus containing the source is normally operated.

Risk response

/. Inorder to eliminate the risks, all radioactive sources in the operating apparatus are placed in transport and work containers
with built-in locks preventing easy removal of the source without using special keys. The containers are screwed to the
supporting structure. Radioactive sources used in units operating in open space are additionally secured using padlocks
with patented lock systems. All apparatus with radioactive sources have output signals incorporated in the units’ computer
systems. During unit shutdowns or overhaul work in the immediate vicinity of radioactive sources, these sources are placed
in transport and work containers in the isotope storage room. Once a year drills are carried out at the Grupa Azoty Group
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to review and update the contingency plan for radiological emergencies. Sealed radioactive sources are used during such
drills.

& Risk of non-compliance with waste management requirements

Manufacturing processes generate waste which is classified in accordance with environmental protections laws as hazardous, non-
hazardous and inert waste.

The changing legal requirements make it necessary to adjust and pay the costs of exceeding the waste limits. Failure to comply
with the legal requirements may result in fines being imposed on Grupa Azoty by way of administrative decisions. Storage of
waste at a place other than that specified in the integrated permit gives rise to a risk of penalties for storage of waste in a place
not intended for that purpose.

Riske response

</, During design work on the Group’s units and in applications for integrated permits, the unit's effect on the amount of
generated waste is taken into account. The Grupa Azoty Group holds all legal permits related to waste management and
responds to regulatory changes in the area of waste management on an ongoing basis.

@ Risk of exceeding environmental noise limits

If the noise emission limits applicable to the areas adjacent to Grupa Azoty S.A. are tightened, the Company may be subject
to penalties by way of administrative decisions and may be required to present a plan of measures to ensure compliance with the
limits set out in the relevant regulation. The location of a new investment project is always selected taking into account the
project’s potential impact on protected areas. During the unit design phase, equipment with appropriate parameters is selected,
and the location of the unit takes into account the level of noise emitted.

Risk response

</, The Group holds all legal permits regarding environmental noise. In the existing units, soundproofing cabins and acoustic
silencers have been installed. In accordance with the integrated permits, the Group companies regularly monitor and
analyse the measurements of noise emitted to the environment. The Grupa Azoty Group responds to regulatory changes in
the area of environmental noise requirements on an ongoing basis.

Social risks identified at the Grupa Azoty Group

& Risk of accidents at work, occupational diseases and other threats [403-7]

The work performed within the Grupa Azoty Group companies entails the risk that the production process may be halted as
a result of an accident causing a serious injury or fatality on the premises of a Grupa Azoty Group company.

Risk response

\/ The OHS services at Grupa Azoty carry out regular on-site inspections and participate in accident and emergency teams.
Any near-miss incidents reported by employees in electronic and paper form are reviewed by the OHS services. A register
of hazards, near-miss incidents and ‘STOP Accidents’ observations is kept and updated on an ongoing basis in an online
database. In order to prevent any dangerous situations, the Grupa Azoty Group companies exchange information
by publishing conclusions from investigation of near-miss incidents on an online platform.

82



& Risk to employee health and safety arising from widespread incidence of communicable diseases

Employees of Grupa Azoty Group companies can contract infectious diseases that could result in (potentially considerable) health
losses, which may cause a large number of absences leading to a partial or complete shutdown of units.

Risk response

/. In connection with the spread of SARS-CoV-2 pandemic in Poland and globally, a number of mitigation measures have been
identified and planned. Work organisation has been changed at Grupa Azoty to reduce contact between employees. The
measures taken include: ban on meetings, procedures for changing work patterns so that employees working one shift
do not contact those working the next, working from home, procedures in the event of a confirmed infection, testing
employees for COVID-19. The Grupa Azoty Group has also established a COVID-19 crisis management team to monitor the
situation on an ongoing basis, make decisions on preventive measures and issue guidelines on what steps to take. Moreover,
epidemiological forecasts issued by central authorities, the National Sanitary Inspectorate, the Ministry of Health and the
Sanitary Inspectorate are regularly monitored.

& Risk of misalignment between shareholder interests

Risk of misalignment between shareholder interests, which may lead to difficulties and slow down decision-making processes
assigned to governing bodies, including the exercise of the right to veto or the right to contest a resolution

Risk response

/. The Grupa Azoty Group adopted a Declaration of Compliance with Corporate Governance Principles and Best Practice for
GPW Listed Companies 2016 . A transparent information policy ensures that any strategic intentions are communicated
effectively via a website offering open and easy access to any materials placed on the agenda of the General Meeting.
Measures have been taken to limit the voting right to one-fifth, except for the State Treasury votes, in line with the provisions
of the Grupa Azoty S.A. Articles of Association. In order to minimise this risk, Management Board plans accompanied
by relevant reasoning are presented and conferences are held for investors and brokerage houses. In addition, investor
presentations and publications of current reports are prepared, and complete information is published on the Company’s
website.

"An updated version of the Best Practice for GPW Listed Companies was published in 2021.

& Risk of personal data breach

The Grupa Azoty Group has identified a threat of personal data breach that may potentially lead to an accidental or unlawful
destruction, loss, alteration, unauthorised disclosure of and access to personal data (GDPR).

Risk response

/. The Grupa Azoty Group continuously monitors compliance with the personal data protection rules and the personal data
processing safeguards implemented at workstations. Personal data is processed pursuant to outsourcing agreements for
data processing, which is the responsibility of the owner of the IT system processing the personal and/or the process. With
respect to a joint controllership agreement, the responsibility rests with the owner of the IT system processing the personal
data and/or the process by means of which the data is processed, and the data is jointly controlled by two or more
operators. The relevant contractual provisions governing personal data processing are based on the Grupa Azoty Group'’s

manual on contracting and contract performance. GDPR privacy notices, consent clauses and privacy policies are created on
an ongoing basis to address the business needs and they satisfy the information requirements under the GDPR. Any
arrangements in this respect are made at the level of the Grupa Azoty Group Data Protection Committee.
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& Risk of information security in connection with remote work

Risk related to security of information in terms of its confidentiality, availability, non-repudiation and authenticity where employees
work remotely outside of the Group’s IT infrastructure

Governance risks identified at the Grupa Azoty Group

@ Risk of no or limited supervision of the Grupa Azoty Group's corporate regulations

In connection with the Grupa Azoty Group's operations there may be inconsistencies in the Group companies’ documentation, or
excessive formal requirements for the communication and decision-making processes.

Risk response

< The Group maintains a register of implemented corporate standards, based on information received from its subsidiaries
and resolutions adopted on the basis of such information. Reports are submitted on the progress in the implementation of
those standards, along with an assessment by a given company’s Supervisory Board. Regular contact is maintained with the
leaders at the subsidiaries who are responsible for implementing corporate regulations, as well as with Chairs of
Supervisory Boards — with respect to assessment of the implementation status of corporate standards.

@ Risk of violation of laws in the context of compliance management

There is a risk that either national or international law governing compliance management may be violated at the Grupa Azoty
Group with regard to corruption, competition protection, embezzlement, prevention of money laundering and terrorist
financing, human rights, exports control, or occurrence of a situation caused by acts or omissions by employees, subcontractors
acting on behalf of the Company or its subsidiary.

Risk response

/. Inthe eventof abreach of law at the Group, penalties may be imposed following inspections by relevant supervisory
authorities. Any resulting reputational damage to the Grupa Azoty Group brand may lead to the loss of contracts, customers
and trading partners. In connection with adverse occurrences the Group makes provisions for potential damages that may
be sought in court or arbitration proceedings. The Grupa Azoty Group monitors draft amendments to the existing laws or
new legislation that can affect its business in line with the Grupa Azoty Code of Ethics.

@ Risks related to investor relations and compliance with the disclosure requirements

There is a risk of a Grupa Azoty Group company’s failure to comply with good corporate governance practices and capital market
regulations, including the provision of untrue information outside the Group, delays/errors in the current and periodic reports of
a company that is an issuer, due to lack of precision in the company’s communication with external stakeholders.

Risk response
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\/ To ensure uniform legal interpretation of disclosure requirements and uniform compliance, the Grupa Azoty Group
companies that are issuers use the services of the same legal advisor with respect to their disclosure obligations. A uniform
information policy ensures oversight of information flow and communication processes at the Grupa Azoty Group, in line
with the adopted management model. To improve the effectiveness of the efforts taken, training on disclosure
requirements and information policy is organised and electronic mail is monitored on a continuous basis by persons whose
email addresses have been designated for providing notifications with respect to the Group’s information policy.

& Risk related to corporate social responsibility

A Grupa Azoty Group company may be exposed the risk of negative publicity in connection with improper care for social and
public interests, for instance as a result of unintentional cooperation with low-reputation trading partners, the Group'’s insufficient
involvement in implementing its CSR policy, and inappropriate communication of its CSR projects.

Risk response

</, Tomitigate negative activity, the Group has implemented internal rules and regulations governing its social and sponsorship
policies as well as a communication policy incorporating the Group’s rules on image building. In addition, the contracts and
agreements contain appropriate provisions to safeguard the interests of third parties, the parties' representations, and anti-
corruption and confidentiality rules. Should trading parties fail to comply with their terms and conditions, the following

steps can be taken: imposing contractual penalties, taking legal action, terminating cooperation or performing
inspections/audits.

@ Risk related to negative impact on the company’s brand

Negative perception of the Grupa Azoty Group by the general public and media, as well as loss of brand reputation caused
by deterioration of the Grupa Azoty Group companies’ image as a result of negative publicity from competitors, poor quality,
service and sales-related activities, may cause customer dissatisfaction.

The reputation of the Grupa Azoty Group's product brands may also be compromised by the presence of counterfeit products
on the market, unfair competition or negative opinions about the Company's products in the media, insufficient communication
on investment projects between persons responsible for project implementation and employees in the communication area,

resulting in inappropriate information flow and negative publicity of a given project, as well as accidents at work involving
employees, disasters and failures.

Risk response

«/ GrupaAzoty SA. monitors the media, responds to press inquiries, and develops communication concepts for image-
building projects (e.g. core business, CSR and sponsorship), taking into account the internal and external communication
procedure and the Grupa Azoty Group communication policy.

In 2021, further work is under way to update the register of enterprise risks, including climate risks.
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ETHICS

Diversity at the workplace

All of the Group companies follow clear rules of employment and promotion. We seek to ensure diversity encompassing gender,
education, age and professional experience with respect to all our employees with particular regard to the companies’ governing
bodies and their key managers.

Any form of workplace discrimination, whether direct or indirect, on grounds of gender, age, disability, race, religion, nationality,
political views, trade union membership, ethnicity, religious denomination, sexual orientation, or whether an employee is
employed under afixed-term or open-ended, full-time or part-time contract, is prohibited.

The Grupa Azoty Articles of Association define rules for appointment of the Management Board and for election of Management
Board members by employees. The Collective Labour Agreement sets forth the employment and promotion criteria for
managerial positions, which are based on a competence model and psychological tests verifying candidates’ management
abilities. Also, the Work Rules of Grupa Azoty contain a section devoted to equal treatment in employment.

We do not apply the principle of parity — each potential new employee is evaluated solely on the basis of their knowledge and
skills and never on the basis of sex, background or age criteria. Over the years, the Group has developed rules that support non-
discrimination and diversity, and ensure equal opportunities for professional development of the workforce, and thus contribute
to higher work efficiency and the Group’s development.

B o . wms
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BEST PRACTICE

Grupa Azoty Putawy has in place a Dialogue Forum, i.e. regular meetings between the employer and all trade
unions active at the company during which information on key aspects of Grupa Azoty Putawy’s operations is
presented, and employee-oriented proposals and initiatives are discussed. The company has also established
a collective bargaining agreement negotiation team to discuss amendments to the provisions of the collective
bargaining agreement and to consult them with trade unions. The negotiations concern proposals put forward

by the employer or by the trade unions.

[A400-1]

Total annual contributions to PFRON - the State Fund for the Rehabilitation of the

Disabled [PLN]
2019 2020 Total

Grupa Azoty KEDZIERZYN 1,409,276.0 1,123,135.0 2,532,411.0
Grupa Azoty POLICE 2,916,429.0 2,803,768.0 5,720,197.0
Grupa Azoty PULAWY 3,618,423.0 3,880,515.4 7,498,938 4
Grupa Azoty S.A. 2,618,870.0 2,576,138.0 519,008.0
Grupa Azoty Group (total) 10,562,998.0 10,383,556.4

[A400-2]

Number of trade unions and operation of the Works Council

2019 2020

Grupa Azoty KEDZIERZYN 3 3
Grupa Azoty POLICE 6 6
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Grupa Azoty PULAWY

Grupa Azoty S.A.

[405-2]

2019

Ratio of average gross pay of women to men (by position) [%]

2020

Structure
level

Year

Position

Operators

Other blue-
collar jobs

Managing
officers

Laboratory

staff

Supervisors

Senior staff

Specialists

Senior
management

Management
Board

*The ratio calculation takes into account bonuses and awards.

[102-41]

Employees covered by collective bargaining agreements

99% of Grupa Azoty S.A. employees are covered by a collective bargaining agreement. They do not include Management Board
members and personnel employed under managerial contracts. At Grupa Azoty Kedzierzyn, a collective bargaining agreement
covers nearly 98% of employees, except for Management Board members, management staff, juvenile workers who undergo
professional training or who learn to perform specific tasks, and personnel under replacement employment contracts. 100% of

Grupa Azoty S A.
2019 2020
105.32 99.48
99.53 96.50
94.45 95.16
106.50 107.09
95.53 98.79
92.19 90.61
92.07 91.39
100.67 94.69

Grupa Azoty
KEDZIERZYN
2019 2020
103.48 99.18
86.50 87.35
93.02 85.86
12.08 128.38
77.08 79.72
99.40 123.34
88.42 89.64
104.84 103.13

Grupa Azoty PULAWY
2019 2020
109.12 105.20
84.91 83.91
95.13 93.01
107.24 105.45
87.89 88.50
86.27 84.72
86.65 90.27
113.62 116.43
109.85 106.96

Grupa Azoty P

2019

109.66

77.51

93.54

89.55

82.78

64.54

85.83

118.22

Grupa Azoty Putawy and Grupa Azoty Police employees are covered by collective bargaining agreements.
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INNOVATION

Our approach to innovation

[IR - Presentation of the results]

Innovation is of strategic importance to us - it is part of the Grupa Azoty Group’s mission and future. We want to break new
ground and lead the way in innovation. In 2020, we developed our existing R&D centres and established new units specialising in
specific research areas. We carry out research and implement innovation to extend our value chain with high-margin low-tonnage
speciality products and to adapt new technologies while honing the existing processes.

In 2020, we continued to consolidate R&D activities conducted by individual Group companies. We believe that joint effort of
scientists and experts across the Group is a foundation for effective R&D work. One of the key components of the Grupa Azoty
Group's comprehensive innovation management model is a project, launched in 2020, to create a repository of R&D work
currently in progress or completed in the last 20 years. The repository, created using a self-learning IT system, will help project
managers to find reports, results or summaries they are looking for in much less time. The project is being implemented as part of
the KPT ScaleUp acceleration programme, one of the Group’s two acceleration programmes that are financed by the Polish
Agency for Enterprise Development (Polska Agencja Rozwoju Przedsiebiorczosci). The purpose of both programmes is the
cooperation between large enterprises and innovative start-ups that pursue projects matching the needs of such enterprises.




BEST PRACTICE

[203-2]

We are expanding our services involving agricultural land monitoring and analysis for the purposes of precise
fertilizer application by our customers. In 2019, training was held in £6dZ, during which the Grupa Azoty Group’s
field representatives were given the first six soil scanners, while in 2021 all of our field representatives were
equipped with such devices. The scanners enable quick on-site soil analysis for the presence of key elements. Based
on its results, customers are given fertilizer recommendations based on the Grupa Azoty Group portfolio.

The scanner examines a soil sample in real time and sends the user information about fertilizer recommendations
through a dedicated application. The generated report contains information about soil fertility such as pH factor,
organic matter content (in per cent), total nitrogen, total phosphorus, interchangeable potassium, clay content and
cation exchange capacity.

Such quick analysis allows agricultural producers to act in good time by applying fertilizers with the nutrients that
are missing in the soil, which may prevent yield decline if done at the right vegetative phase.

The scanners complement our existing product mix which, in addition to fertilizers, has for three years included
a service involving analysis of satellite data to optimise fertilizer consumption. The service, developed in
partnership with SatAgro, a Polish start-up, enables farmers to receive via a dedicated application precise up-to-
date information about the condition of the soil for particular crops in order to optimise fertilizer use and
maximise yields. This benefits not only agricultural producers, but also the natural environment.

SatAgro offers access to satellite observations and meteorological data as well as to world-class tools supporting
precision agriculture and overall crop management. Satellite data comes from NASA, the European Space Agency,
the World Meteorological Organization and from commercial operators (including Planet Labs).

Services offered by SatAgro allow users to constantly monitor crop growth, perform precision treatments, assess the
impact of weather conditions and progress of agronomic treatments, as well as analyse historical data and
effectiveness of the strategies used. Application maps facilitate precision sowing, fertilizer application and
spraying, while automated alerts warn the user about sudden changes in plant condition and the weather.

In 2020, SatAgro sp. z o.0. together with a group of farms worked on a prototype module for precision irrigation.
This module is the first of a set of tools developed to support farms in water management.

The module for precise irrigation, and more precisely: sprinkling irrigation, helps optimise water doses
by automatic division of technological paths into sections according to the selected dosage strategy. The following
three sources of variable water demand can be taken into account: crop condition, water capacity of soil, and
topographical runoff rate. The result is presented in the form of an interactive map. It can also be printed as
a report for the operator of a sprinkling machine terminal.
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A Y
",) Find out more about our R&D centres [204-1]

-,

[204-1]

Our innovations are highly valued by external experts. Certain projects implemented by Grupa Azoty Group companies were
partly financed by the National Centre for Research and Development under the Smart Growth Operational Programme. These
include:

« development of atechnology for the production of high-purity neopentyl glycol and hydroxipival aldehyde oxime with the
use of low-value intermediate product and waste hydrogen stream; project value: PLN 27.40m, financial grant: PLN 11.67m;

« development of an innovative process to obtain a range of esters for ionic liquid catalyst; project value: PLN 5.87m, financial
grant: PLN 2.52m;

= new formulations of nitrogen-rich CRF/SRF fertilizers based on ammonium nitrate and biodegradable coatings; project value:
PLN 5.47m, financial grant: PLN 2.61m.

In 2020, our innovations took us to the 3D dimension. We opened a modern 3D Printing Materials Centre and launched sales of
FDM technology products offered under the Tarfuse® brand. The key feedstock is the high-quality polyamide 6 and its modified
varieties produced by our Group.

The launch of filament sales came as a result of an R&D programme started in 2017. Work is also under way to develop speciality
polymer powders for SLS printing as well as light-curing polymers (photopolymers) for the SLA and DLP technologies. The 3D
Printing Materials Centre, engaged in the research into and production of filaments, is located at the Research and Development
Centre in Tarnow.

In order to popularise the FDM technology, we have also launched the 3D Printing Academy, and the 3D Printing Materials Centre
personnel together with the technology partners provided training in several cities across Poland for scientists, business owners,
and enthusiasts of 3D print technologies.

BEST PRACTICE

In 2020, Grupa Azoty Kedzierzyn signed a contract with the general contractor for the Research and Development
Centre in Kedzierzyn-KoZle. The Centre will be a continuation of the Application and Development Research
Laboratory opened in 2018, which enabled the company to reproduce production processes under laboratory
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conditions. Launch of the Centre, planned for the first quarter of 2021, will allow Grupa Azoty Kedzierzyn
to expand the scale and scope of its current activities, especially in the Oxoplast segment. The project, worth over
PLN 40m, will be co-financed with EU funding under the Smart Growth Operational Programme

L = F =

BEST PRACTICE

[203-2]

We are ready to cooperate with external partners in creating innovations. In 2020, we signed a memorandum of
understanding with the AGH University of Science and Technology in Krakow to jointly initiate innovative
technology projects, especially ones increasing the energy efficiency of the Grupa Azoty Group units. We also
started cooperation with the Maritime University of Szczecin, where a programme will be established in
partnership with Grupa Azoty: industrial engineering and offshore wind power plants. Our specialists and
academics from the Maritime University will also carry out scientific and research projects.
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BEST PRACTICE

Grupa Azoty Zaktady Azotowe Chorzow has developed a range of innovative nitrogen stabilizers that are liquid
compositions of urease inhibitor. In addition to improving our competitive position on the market, they will make
our urea-based fertilizers compliant with the formal and legal requirements under legislation that will soon be
bidding on every fertilizer manufacturer in Poland.

The urease inhibitor composition may be applied together with liquid nitrogen fertilizers just before their
application on the field, which means that it may also be used by retail customers, i.e. farmers who use urea-based
liquid fertilizers for soil application.
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INNOVATION

Grupa Azoty Group’s capex projects in
2020

In 2020, the Grupa Azoty Group’s capital expenditure exceeded PLN 2.75bn and was financed with internally generated funds
and a set of corporate credit facilities, loans, lease contracts and government grants. Growth capex, of more than PLN 1.74bn,
represents the largest portion of our capital expenditure.
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Capital expenditure

(PLNm)

The amount spent on investments in 2020:

2,75 bn

Capex structure
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[203-1]
Structure of the Grupa Azoty Group's capital expenditure in 2020
Growth capex PLN 1,744,675 thousand
Maintenance capex PLN 323,542 thousand
Mandatory capex PLN 449,395 thousand
Purchase of finished goods PLN 54,520 thousand
Other (components, major overhaul work, other) PLN 182,592 thousand
J]rgl:; Polimery Police [203-2]

Our key project is Polimery Police. Its purpose is to build propylene and polypropylene units with auxiliary systems and associated
infrastructure, as well as a port terminal with feedstock storage facilities. The general contractor for the project is Hyundai. The

start of commercial operation is scheduled for 2023.

The Polimery Police project in 2020:

s aproject financing agreement between Grupa Azoty, Grupa LOTOS, Hyundai and KIND was signed;

« acredit facility agreement with a bank syndicate and financial institutions was signed;

« allrequired building permits (22 permits) were secured;

« the foundations for propane and ethylene tanks were laid;

« hydrogen, process steam and natural gas connections were installed;

= installation of roof structures on propane and ethylene tanks, pipelines, pumping stations and control rooms continued;

« construction of a furnace for the PDH unit started;

« contracts for the dredging of the port terminal were concluded.
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Ranking among the largest chemical industry projects in Poland and Europe, Polimery Police will help diversify our Group’s
business and strengthen Poland’s independence in terms of energy and raw material supplies. The project is in line with the
closed-loop climate neutral economy strategy, which defines the process of decarbonisation of plastics throughout their life cycle
through the use of four key solutions:

« transition to a circular plastics economy;

=« Improving energy efficiency in production processes;

« decarbonisation of production;

= partial transition to renewables.

Polypropylene to be produced by Polimery Police is a chemical compound that can be used in the chemical, pharmaceutical,
textile, food, packaging, electronics and automotive industries. Advanced production technologies reduce consumption of raw

materials and energy, ensure high reliability of the units, and mitigate environmental impacts by lowering emissions of sulphur
oxides or carbon dioxide.
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