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Background

Main drivers for creating Green Purchasing system

o The Company has established a sustainable internal ESG (Environmental, Social and
Governance) management system supported by relevant internal regulations.

o Inline with its commitment to the UN Sustainable Development Goals, the Company
views its suppliers and contractors as critical value chain participants.

o The Company's non-financial reporting covers all aspects of ESG activities, for example, we
submit climate reports to the CDP, prepare extended health and safety reports, which
include suppliers and contractors.

o Aspects related to cooperation with suppliers and contractors are raised by stakeholders.

o ESG ratings emphasize the extension of corporate responsibility, i.a. with regard to value
chains, especially cooperation with suppliers and contractors.
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Developing supplier and contractor evaluation system based on ESG criteria -
main stages
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e Analyzing corporate ® Establishing ESG ® Developing a matrix of 60 ESG ® Testing the system, analyzing
reports, e.g. in annual requirements for indicators relevant to the the results, identifying gaps
report format, and counterparties, as reflected in respective supplier category and and launching the
studying stakeholder the Code of Conduct for developing a procedure for their development of an
expectations and ESG Counterparties inclusion in evaluation and automated system
ratings selection procedures
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Supplier and contractor evaluation based on ESG criteria - main elements

1) Main supplier evaluation elements:

» The Supplier/Contractor completes a questionnaire consisting of a list of
requirements/questions covering environmental protection, social responsibility (labour

protection, personnel management, human rights, etc.) and governance, including quality %

management.

» There is a list of documents for each requirement/question that can evidence compliance with
the requirement.

» All requirements/questions have weight in points.

» All suppliers and contractors are divided into six categories: three for commodity suppliers and
three for contractors.

» For each category of suppliers and contractors there is a list of questions depending on the
nature of their activities.

2) The result of evaluation is an individual supplier/contractor rating in points.

3) The Company uses these scores to assess the proportion of suppliers/contractors operating in
accordance with ESG requirements.

....
\.'.I ¢OCArPO® PhosAgro | Clean minerals for healthy life 09.12.2020 4



Key 2020 achievements and further Green Purchasing development in 2021

Key 2020 achievements:

Activities planned for 2021.:

Development of 60 ESG indicators for evaluation of
suppliers and contractors

Development of an evaluation system based on supplier
categories

Development and publication of the Code of Conduct for
Counterparties containing key environmental, governance
and social requirements for suppliers and contractors,
including human rights and modern slavery

Introduction of ESG criteria in procurement processes for
suppliers evaluation

Creation of an internal regulatory framework for the
implementation of regular ESG supplier evaluation

ESG evaluation in 2020 covered over 4% of purchases, and
the average score was about 64 of 100

Automated generation and regular update of ESG ratings
of suppliers and contractors

Increasing ESG assessment coverage

Integrating the rating into contractor selection criteria
system

Updating supplier audit procedure to include ESG
requirements

Updating contracts to include reference to the
Counterparty Code of Conduct

Considering the feasibility of establishing indicators
related to the proportion of suppliers and contractors
that have passed ESG assessment, as well as the average
ESG rating of suppliers and contractors, as targets for the
Procurement Directorate
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