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“We continue to search for innovative
and forward-looking solutions

by which we can also satisfy the
expectations of our interested parties
related to sustainable business

processes.”

Y.
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- Responsible company
mManagement

EHS DIRECTOR INTRODUCTION

“Certainly, as a corporate company,
we have a key responsibility, which
we treat outstandingly not only
during our daily activities but

also in case of our currently built
investments that serve future

production.”
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Laszlé Kruppa

CEO - BorsodChem Zrt.

“WE CONTINUE THE DEVELOPMENTAL
CONGEPT GOING ALONG THE GREEN
CHEMIGAL INDUSTRY AND ENVIRONMENTAL
PROTEGTION AND WE GREATE A SOLID
BASIS FOR BORSODGHEM'S LONG-TERM
AND SUSTAINABLE DEVELOPMENT."

GEO GREETINGS

Sustainability and a more sustainable chemical industry
and commitment towards social responsibility therein
are crucial pillars of our Company's operation. In 2020
we had to face an unexpected hardship not experienced
throughout the seven decades of our Company’s
existence, i.e. the COVID-19 world pandemic. Besides the
ever-increasing environmental and climate crisis, the
pandemic called for much more significant measures
also in terms of responsibility for society and our

Colleagues.

For the above reason, it was our main goal to present
our Company’s sustainability commitment also from the
viewpoint of these challenges in our Sustainability Report
of 2019-2020.

We have reached considerable results since the
publication of our Sustainability Report of 2017-2018 in
our Company’s operation. In addition to daily production
and operation, we successfully commissioned the
MDI? dynamic crystallisation unit. The engineering and
construction works of the HPM? Plant, the nitrobenzene-

aniline plant unit, the new power plant and the HYCO43

1 Methylene-diphenyl-diisocyanate, the most significant
product of BorsodChem'’s isocyanate production besides TDI
(toluene-diisocyanate)

2 High-Performance Material — materials with outstanding
technical properties

3 Hydrogen-CO Plant to be established on Site IV that
produces hydrogen and carbon monoxide by conversing
natural gas

projects on the new Site IV will be landmarks in our
history within the framework of our ten-year investment
program that is of outstanding scale according to
international standards. In an economic situation struck
by the pandemic, we continued the previously launched
developments and new major investments with full effort.
The project teams, the investment and construction
organisations took all due measures to overcome
the obstacles set by the pandemic and ensure the

advancement of the projects.

All this founded a solid base for BorsodChem'’s value
chain and further improvement and optimisation of its
operating efficiency. We further strengthened the global
procurement cooperation with our parent company,
Wanhua and the number of joint procurements showed a
significant growth relative to the previous years. We could

further mitigate our financial costs and loan-capital ratio.

In addition to the above, we made efforts and measures
IN NuMerous areas, which achieved extensive social and

public acknowledgement.

Therefore, instead of a large-scale celebration on the
occasion of BorsodChem's 70th anniversary, we organised
a jubilee tree-planting event with the title of “700 trees
from 70-year old BorsodChem”, thus we gave evidence
of our commitment towards environmental protection.
In 2019 BorsodChem won EcoVadis gold medal for its
sustainability activity and platinum medal in 2020. By

evaluating our professional results and our operating
practice ensuring the well-being of our employees,
we received numerous other acknowledgements. We
could take over the Factory of The Year 2019 award, the
Industrial Innovation Prize in the same year, the beneFit
Prize 2019 Audience Award, the Family-friendly Workplace
2019 as well as the Loveable Workplaces awards in
2020, which remarkably increase the attraction for our

Company within the range of young talents.

Based on the aforementioned results, we continue the
developmental concept going along the green chemical
industry and environmental protection and we create a
solid basis for BorsodChem's long-term and sustainable
development. The Ilargest investment project of our
existence being in the implementation stage is subject to
obtain this goal and by its implementation, we will further

widen the vertical integration of our technologies.

In 2020 our key company management issue was
"customer orientation”. In the customer satisfaction
survey of 2019 our partners highly evaluated our flexibility,
customer communication, steady product quality, and

logistics activity.

Proceeding from the outcome of the survey, our

organisations realised nearly 200 developmental
initiations in 2020, which further enhanced our flexibility
by introducing product warehousing established In

various points in Europe thus raising production stability

ORCRORONEC)



by the development of automation and operating
maintenance. Even during the pandemic, we ensured
smooth product supply for our partners intensifying our
reliable supplier discretion thereby. We further stabilized
our relationship with our partners in the pandemic
situation - in cooperation with Wanhua Group we
managed to support them by sending face masks even
at that time when there was a shortage in Europe at the
outbreak of the virus. The loyalty of our customers toward
our Company further improved and based on their

feedback they consider us as a reliable supplier.

We introduced several dozens of comprehensive
precautionary measures to prevent the spread of the
pandemic and save the health of our employees. Not
saving on material resources, we purchased equipment
for the prevention ensuring a due stock at all times.
In cooperation with our occupational health service
provider, we established our Company's antigen-based
and PCR examination center to save the physical and
mental health of our Employees to the largest possible
extent. The honest work of our employees helped our
Company to continue our activity smoothly, serve our
customers and keep our financial profits ensuring a
sustainable operation. All this created a solid economic
basis for BorsodChem to retain the workplaces even
during the most critical period caused by the pandemic

and continue to ensure a stable income for its employees.

BorsodCGhem Sustainability Report 2019-2020

The COVID-19 pandemic put our Company into a difficult
situation, yet it also showed how strong BorsodChem and

our community are.

Under the aegis of our social responsibility, we supported
local and neighbouring communities as well as social and
health institutions by monetary, protective equipment,
and disinfectant donations in the fight against the

pandemic.

As a responsible company, we also keep the support of
Initiations in view that serve global sustainability and
climate objectives while managing our activities. In the
past two years, we have restructured our management
systems and management approach accordingly so that
we could advance on the growth path by innovation
and best available practices in alignment with the
environment. Through the various developments of
both exisiting and future production technologies, we
can drastically reduce the direct and indirect emissions
of greenhouse gases. In addition to our various projects
targeting the reduction of our carbon footprint,
improvement of resource efficiency, and facilitation
of nature's regeneration, we are also committed to
understanding the entire lifecycle of materials. We wish
to achieve this with our professionals participate in the
work of international trade organisations, follow up

publications and regulations and share the information

in the form of internal training. We also wish to take part
in the achievement of the circular economy objectives,
thus minimizing the volume of generated wastes by the

operation of our integrated production system.

We continue to search for innovative and forward-looking
solutions by which we can also satisfy the expectations
of our interested parties related to sustainable business
processes. We see the key to success in building and
mMaintaining trust-based partnerships and operating in a
transparent, responsible and sustainable manner, so this
will remain a priority for us in the future. We believe that
together with our partners we can do a lot to mitigate the
Impacts of climate change and thus create a greener and

more fruitful future.

| am proud of being a member of BorsodChem's
community fully committed to implementing the said

objectives.

Laszloé Kruppa

Chief Executive Officer




Tibor Klement

Director EHS

“WE MUST MAKE

REAGH THE GLIMATE
SUSTAINABILITY GOA

PERSON ON EART

A

DINT EFFORT T0
PROTEGTION AND

5, AND EVERY

1 M

PARTIGIPATE IN IT.*
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DIREGTOR EHS
INTRODUGTION

By today the concept of Sustainability has become an
integral part of our life. It is enough to think of measures
In the past period in Hungary such as the prohibition of
single use-plastics or the launch of joining the carbon-
monoxide reduction program being made popular at
petrol stations. Wherever we walk around we tend to
find solar panels mounted on house roofs and solar parks
established at the boundaries of settlements and the list
Is not over yet... This all shows that we must make a joint
effort to reach the climate protection and sustainability
goals, and every person on earth must participate in it.
At BorsodChem we also transmit this message to our
colleagues that we can all do for the protection of our

Earth in effect. Certainly, as a corporate company, we have

a key responsibility, which we treat outstandingly not only
during our daily activities but also in case of our currently
built investments that serve future production. | hope

that this report successfully demonstrates these efforts.

Tibor Klement

Director EHS
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REALIZED AND PLANNED DEVELOPMENTS IN 2021
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BorsodChem Zrt.

(Private limited company)

Owner: Wanhua Chemical Group Co. Ltd

BorsodChem Sustainability Report 2019-2020

Achievements

Introduction of

BorsodChem About the report

Recently celebrating the 70th anniversary of its
foundation, BorsodChem Zrt., has become one of
Europe’'s leading plastics-raw material producers
due to continuous revival and innovations. The
chemical company headquartered in Kazincbarcika
with a headcount of over 3000 employees started its
operation with fertiliser and PVC# production. In 1991
the Company reached a decisive milestone, since
parallel with the transformation of Borsodi Vegyi
Kombinat (BVK) into BorsodChem, MDI production
was started on the site in Borsod county. Isocyanate
production was later expanded and from 2001 TDI was

also added to the product portfolio.

The continuously increasing market demands and
the technological developments resulting Iin the
production capacity increase of special polyurethane
products® enabled BorsodChem to strengthen its role
played in the Europen market. In 2011 the Company

became a member of Wanhua Industrial Group®.

You can find more information on our Company on our

website.

“ Polyvinil-chloride

5 More on our products can be read here.

® As g result of the restructuring of Wanhua Industrial Group
Co. Ltd on January 31, 2019, Wanhua Chemical Group Co. Ltd
became the 100% indirect owner of BorsodChem.

Management

Kazinclbarcika Site

We create value

Our environmental
performance

Our social
responsibility

supply chain
management

Further information
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https://borsodchem.com/en/seven-decades-of-experience-in-the-chemical-industry-for-sustainable-development

supply chain
management

Our social
responsibility

Our environmental
performance

Introduction of

EHS director

: : Further information
Introduction

GEO greetings Achievements About the report Management We create value

BorsodChem

BorsodChem operates with an integrated production
system. In this system, which can be considered as
an internal circular economy, the technologies of our
plants are connected like a spider web to ensure the

POLYOL

? the generated waste. In the course of our activity, we

circular use of materials and energy by minimizing

l consider the circular economy principle. We utilise the

ELECTRIGITY
—

<

materials participating or generating in the processes to

SALTO

> ELEGTROLYSIS

CHLORINEO < HOX

the largest extent as far as possible for the production of

NATURAL
POWER PLANT R m®, BAS

STEAM

FORMALDEHYDE [ S Bm

—>| 1Pl

our products. This way we can minimise the raw material

use originating from the preliminary source, our losses,

HOL A A logistics costs, energy consumption and the volume of

ETHYLENE O—1> DKE < Hel
l GAS GAS l

O METHANOL

wastes generating during production.

An example of this in the operation of our connected

VGM

>
>

PVC

MDI

ANILINE

O BENZENE
CARBON-

10l

<

© \ONOXIDE

O HYDROGEN

<

O TOLUENE

O HYDROGEN

O NITROGEN

technologies is, among other things, the circulation
of chlorine that is one of the crucial elements of our
activity. The main raw material of chlorine comes from
the rock salt mines into our production processes as
industrial salt. PVC production is especially important
and special in case of BorsodChem since more than 56%
of PVC volume originates from the hydrochloric acid
gas that is the by-product of isocyanates production.
As a consequence, every chlorine atom incorporating
into PVC has also taken part in either the TDI or MDI

production process at least once.

v VVvY v v v v

PVC HCI SOLUTION NaOH SOLUTION MDI*TDI TPU

KEY PRODUCTS

P T T

PVC Plant BorsodChem

® O WO ®
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EHS director
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CEO greetings

Introduction of

Achievements BorsodChem

Salt
(o,

Reclaimed salt

Chlorine gas

Salty waste water

Hydrochloric acid solution

About the report

1DI PLANT

- f' Hydrochloric acid solution

Chlorine gas

<

—

>

CHLORINE PLANT

CHLORALKALI
LOADING

4

Hydrochloric gas

Our social
responsibility

Our environmental

We create value
performance

Management

Hydrochloric acid solution |

<

VGM PLANT

BorsodChem Sustainability Report 2019-2020

supply chain

management Further information

Our Company has utilised the by-
products generating in its key
technologies to this date, since these
can be sold to the market on the
one hand (e.g. alkali, hydrochloric
acid, hypo) and we produce
materials from these having use
value (e.g. sodium sulphate). On
the other hand, we recycle them as
the base material of our production
(e.g. hydrochloric acid gas, salty
technological waters). BorsodChem
wishes to continue this practice also
in the future that is advantageous
both in terms of environmental

protection and efficiency.

® O WO



EHS director Introduction of Our environmental Our social supply chain

CEO greetings introduction Achievements Borsodchem About the report Management We create value performance responsibility management Further information

Our Company is in the middle of a significant investment process which is outlined in more detail here. The result will

have a considerable effect on us therefore we have to focus on the project in 2021 to put the plants into operation within

the specified budget and timescale.

Financial results:

Financial indicators

Operating profit /Sales revenue (%)

Return on assets (%)

"‘ﬂ- .--—'_"-
1
.‘_"‘ .‘f jf P

Investments (EUR million) =

Financial profits (EUR thousand)’

Balance sheet footing 1,699,147 1,912,868 1,987,874 2,351,080

680,443 1,123,434 1,287,841 1,494,993
Liabilities 1,018,704 789,434 700,033 856,087
7 Our annual Financial and our Sustainability Report covers the same organizational units. TDI Plant. Borsodchem

BorsodCGhem Sustainability Report 2019-2020 @ @ @



EHS director : Introduction of Our environmental Our social Supply chain

CEO greetings : : Achievements About the report Management We create value performance responsibility management Further information

Introduction BorsodChem

OPERATING LOCATIONS ¢« Q SALES OFFICES - oo

b < Szabadsag Square 7. Bolyai Square 1.
( . | Bank Center Platina 36/48/511211
The seat of BorsodChem Zrt. is located in Kazincbarcika 9 PHUDUG"UN UN” (1 7 Tloor be@borsocCiEES
and the site is situated on the administrative area of |r
Berente, Kazincbarcika, and a minor part in Mucsony 9 DEVE[UPMEN]‘ GEN'I'EH | 9
settlements on approximately 450 hectares. All our W
production activity takes place here. Besides that, we ;'
operate a research and development center in Godollg, | J
whereas we manage a part of our sales activity from our \\ll ﬁl'l‘
sales offices abroad and in Budapest. -l’
GODOLLO SITE
2100 Godallg,

PattantyUs- Abraham Boulevard 12.

‘ 0STRAVA @  KAZINGBARCIKA
| 9/ WGUDULLU \"' i )
SAO PAOLD SHHAPEST /.U o’
’ j’ STAMBUL YA

\m | ‘ - ’*
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EHS director Introduction of Our environmental Our social

Achievements About the report Management We create value

performance responsinility

BorsodChem'’s Kazincbarcika site

MISKoL ¢

'_l

BORSODGHEM SITE 1., 111

e BERENTE

e v JORSODGHEN gi7F 11

orm raw-
stg;rgge, and technolc?
Uildings of the w 3

We conduct all our production and service (water-, steam-, gas-
and electricity supply, maintenance, quality control, onsite fire
department) as well as office and company management

aste Treatm ) Vi ’ activities related to the production of MDI, TDI, PVC and
(e.9. PvC gran _ : chloralkali products here. The production plants of external
Y Ltd.'s producing the base material (e.g. Formalin plant, Linde
HYCO plants) operate here.

Stoppeqg facilities

s which 1 g ROAD 26

SEWAGE [REATMENT PLANT

RIVER SAJ(

BorsodCGhem Sustainability Report 2019-2020

Supply chain
management

KAZINGBARCIKA

Further information
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EHS director

GEO greetings Achievements

Introduction

Introduction of

BorsodChem

OUR PRODUGTS AND SERVIGES

Our Company has been producing isocyanates for
several decades under the brand name of ONGRONAT®,
ONGROVIL®, PVC resins as well as chloralkali and special
chemical products. To satisfy the continuously increasing
customer demands, our product portfolio will soon be

expanded by thermoplastic polyurethanes (TPU).

Our products are widely used and variable. We deliver
our raw materials to over 30 industrial sectors and by
their use, such products are made that we meet in
our daily life. These products ensure comfort, safety,
durability in our buildings, furniture, cars, clothing,
households, and all areas also contributing to energy
efficiency, environmental protection and sustainability. In

2020 we exported our products to 68 countries.

On our homepage, you can find more information about

our products.

BorsodCGhem Sustainability Report 2019-2020

The geographical distribution of our total sales covering all our products related to the past two

About the report

Management

years, calculated based on sold volume is included in the following chart.

Sales area

91.96 % 51,

Western Europe

- BPNE

23 %0
38.02 %

B 2020

39.67 %

Middle East Europe

We create value

10.02 %

9.08 %

Other

Distribution of our customers according to type by product groups

93.90%

83.6/%

94.53%

MDI

- End user

TDI

63.00%

PVC

- Distributor

Alkali

58579/
11430341

HCI

h9.26%
19/

Hypo

Our environmental
performance

Our social
responsinility

Supply chain

management Further information
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https://borsodchem.com/en/our-products

ABOUT THE REPORI
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introduction ACnlevements

CEO greetings

INFORMATION ON THE REPORT

This document is the third Sustainability report of BorsodChem Zrt., its main
objective is to demonstrate the sustainability results of the past period for
our stakeholders in a well-understandable manner in special consideration
of economic, environmental, and social impacts. Our report is prepared in
Hungarian and English languages and in case of any difference the Hungarian

version shall be prevailing.

Scope of the report and covered period

This Report introduces the activity of BorsodChem Zrt. owned by Wanhua

Chemical Group Ltd. from January 1, 2019, until December 31, 2020, conducted
in Hungary in full. The displayed data primarily contain the environmental and
social impacts of the Kazincbarcika center, the development center in Godollg,
and our sales branch office in Budapest. If the displayed data show a different

scope, we will indicate separately in case of the given content.

BorsodChem Zrt. prepares a Sustainability report bi-yearly. We issued our latest
report about the period of 2017-2018.

BorsodCGhem Sustainability Report 2019-2020

Introduction of
BorsodChem

We create value

About the report

Management

Report structure

Our report was prepared in alignment with the “Core” application level
guidance of the Global Reporting Initiative standard, during which the location
of the effect connected to the appropriate topics was also considered. We
established the content with the help of the materiality assessment results
prescribed by the GRI standard.®

Data sources

BorsodChem Zrt.'s organisations provided the data seen in the Report that we

used after systematisation and professional review.

Publication

Our Sustainability report of 2019-2020 - to minimise environmental impact -
will be published only electronically in Hungarian and English language. The

document is available together with our previous reports on our website.

Certification of the Report

Our report was certified by Denkstatt Hungary Kft. Based on the AATIO00AS

standard by detailed examination of the data of 6 GRI indicator.

8 Information on the GRI principles can be obtained here.

Our environmental
performance

Our social
responsibility

supply chain

Further information
management

Wastewater Treatment Plant, BorsodChem

® O WO ®
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About the report Management We create value

MATERIALITY ASSESSMENT AND RELATIONSHIP WITH OUR STAKEHOLDERS

T Materiality assessment
Materiality assessment, stakeholders Y

in Sustainability

4.8
: : : : Environmental compliance @) ti I
Prior to preparing this report, we reviewed the need to . ‘ . Healctchugr?dlosg?ety
update the materiality assessment. In the course of it, 4.6 _ N Indirect ‘ ‘ ‘ Emissions
. . . . . ‘ Anti-Competitive Economic Customer  Effluents .
we did not identify such economical, regulatory, social, Behavior Impacts healthand  and waste Energy ‘
or company change that would have substantially in- ‘ .safety ‘ E :
b Anti-corruption . Materials pg?f%?mgcnce

fluenced our operations, and consequently, we did not
. Training and Education

4.2 ‘ ‘ Biodiversity

Market Labor/Management ‘ Employment
Presence Relations

prepare a new assessment.

Our key issues serving as the basis of our report were

identified on the grounds of the 2016 Materiality

Assessment.? 4.0

‘ Local communities

Freedom of Association

Beyond the scope of material topics, in our report, 28 and Collective Bargaining

we also deal with the effect of the global COVID-19

Importance to stakeholders

pandemic that affects us all. Based on residential ‘SocioeconomicCompIiance

feedbacks, we also pay close attention to the noise effect 3.6

within the material topic of Environmental compliance. ' Customer Privacy

. . . . 3.4
BorsodChem monitors its social, economical, and

environmental performance by various methods. These

include regular internal reviews, various monitoring 3.2

systems, audits performed by external parties (EcoVadis 1.25 1.75 2.25 2.75 3.25 3.75 4.25 4.75 5.25
evaluation, management system audit, etc.) as well as

the visits and feedbacks of our various stakeholders. Impact on Company

The hazards and risks generated by our activity and

services or related thereto are identified during the ° Further information can be obtained here.

annual risk assessment.’© 0 Further information can be obtained here. Kazincbarcika Site

BorsodCGhem Sustainability Report 2019-2020 @ @
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. Further information
performance responsinility management

Involvement of stakeholders

As the determinant company in the region, it is of key importance to maintain a close relationship with all
stakeholders, since our activities mutually affect one another. As per our discretion, everyone falls into the category
of stakeholder for us, on whom any branch of our activity has an impact either directly or indirectly or who can
influence the operation of BorsodChem either in full or in part in some way, since our indirect objective often coincides

and these objectives can be reached only through joint efforts. Hence we reinforce and maintain our relations at the
optimal level utilising a wide range of possibilities.

We maintain the relationship with our stakeholders in various ways!1:

SIAKEHOLDERS

Round-table talks with senior

: . sLet’s chat” programs on plant
Introduction of news, training, and

, managers (Cancelled in 2020 due sites (Cancelled in 2020 due to the
programs via the Intranet .
to the COVID pandemic) COVID pandemic)
REGULAR
QUARTERLY MONTHLY
Employee forums (Cancelled in Communication emails in major BC Click (Internal newspa Per
2020 due to the COVID pandemic) issues about events concerning the "

Company) e ‘

ONCE A YEAR REGULAR H58

MONTHLY =ag

i

==1

Employee satisfaction surveys I

e B0

= 0 e

ONCE A YEAR = |

e B G

o & G

=2Aar

11 Further information on the issues raised by stakeholders can be found on page 31 of the 2018 report. Control room, Borsodchem
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Company information leaflet

Green newspaper about

in-house news affecting the local CONTINUOUS

inhabitants
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CUSTOMERS

QUARTERLY
Company website

EDUCATIONAL INSTITUTIONS

Open day /Forum/Public
hearing (In 2020 personal
meetings were cancelled, but
contact was maintained through
phone, e-mail, and

public media sites)

OCCASIONAL

Customer forums (Online in 2020)

Within the frameworks of
. . Through research programs
professional cooperations

CONTINUOUS
CONTINUOUS

SUCGESSION

Along with participation in dual

training

CONTINUOUS

OCCASIONAL . . Contact by way of a personal
Contact via e-mail o
visit
REGULAR
Customer satisfaction survey REGULAR

EVERY 2 YEARS

SUPPLIERS

Professional orientation presentations — popularising chemical professions in middle -

and higher education institutions

OCCASIONAL

BorsodCGhem Sustainability Report 2019-2020

Daily business contact, supplier audits

REGULAR

AUTHORITIES

Open day, forum authority requests and inspections, licensing

REGULAR
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EHS director

o breetings introduction

The managing organization of BorsodChem is the Board
of Directors that is responsible for making decisions
related to the Company's management. Our Company
is organised according to functions and this structure
serves the effective implementation of our strategic

goals.

It can be mentioned as a change that the organisation
performing internal site services has risen to directorate

level.

Managerial levels:
Level n: Chairman of the Board, CEO
Level n-1: Vice President, Chief Officer

Level n-2: Director

Level n-3: Senior Manager/Manager

Level n-4: Officer, Deputy Manager, chief foreman,
foreman

The  functional directorates perform financial,
procurement, sales, logistics, investment, and HR tasks

with the assistance of further suborganisations.

Chief Operation Officer manages the organisation of
Operation. Production and directly supporting processes
are under his control such as EHS Management playing
a key role in sustainability processes and Energy
Management that also have a decisive task in our

operations.

BorsodCGhem Sustainability Report 2019-2020
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Introduction of
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The operative management of the Integrated
(QMS-EMS-OHSAS-ENMS)

operations is ensured by Quality Management.

Management System

The Sustainability Group falls under the direct
management of the Vice President HR &

Communication.

HR Services is in charge of performing all tasks related to

workforce supply, administration and training.

Under direct CEO control, Compliance & Internal Audit
performs the tasks related to internal audits, ethics, and

information security.

A detailed regulatory system defines the Company
processes and the tasks of specific organisations therein.
We express senior manager commitment in our policies

published as part of our management systems.””

2 Further information can be obtained on our website.
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OUR STRATEGY AND VALUES

As a member of the Wanhua Group, it is our goal to
further strengthen our role among Europe's leading
plastics-raw material and chemical producers along
with our company core values. Our Company takes
advantage of the market potentials within and outside
the European Union through further investments and
capacity expansions continuously improving product
quality and developing the ability of flexible response
to customer needs. To achieve our goals, we arrange for
ensuring human resources required for high standard
operation and we introduce the most advanced
technologies into our production processes with new
investments. We continuously work to reduce our
impact on the environment. The objective of many of our
internal technological developments is a more efficient
material — and energy utilisation, the reduction of waste
volume, or a solution for its reuse. We also encourage our
employees to disclose those possibilities in their direct
workplace, which help our Company in its endeavour.
As a member of international trade organisations,”® we
monitor new directions and publications related to

sustainability.

As a member of the BorsodChem Group, we believe that
the ethical commitment of our community is at least as
important as our business performance - and we always

compare ourselves to the best.

13 Further information can be obtained here.
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As one of the leading chemical companies in Central
Eastern Europe, we are committed to observing the
generally accepted ethical norms and regulations of
business life in the course of our operation at all times
and make our employees observe them. For this reason,

we have created our group-level Code of Conduct as

uniform guidance for everyone.

During daily work, the company's core value aspect
determined by the Company should prevail for
BorsodChem employees. These core values define our
way of thinking, actions and represent the expected

behavioral forms.

On August 30, 2019, Wanhua

officially became a signing member of the UN Global

Chemical Group
Compact (UNGC). As a member of the Wanhua Group,
BorsodChem joins the program as a signing party in
2021 since we are also committed to the basic principles
of the UN Global Compact. This compact defines basic
requirements in the field of human rights, work, the
environment and anti-corruption for organisations that
join voluntarily. BorsodChem does not only believe,
but it also proves in its daily operations that these basic

principles are important for the Company.

Management

Our social
responsibility

Our environmental
performance

supply chain

Further information
management
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OUR GORE VALUES*+

ONC

COMMITMENT TO EXGELLENGE

THE GAPABILITY OF AND PERFORMANCE ORIENTATION

WILLINGNESS T0 CHANGE

O @ @

CUSTOMER ORIENTATION PERFORMANGE ORIENTATION TEAMWORK

“ Further information can be obtained on our website.
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SUSTAINABILITY APPROAGH

During over seven decades of our Company’'s operation,
the Sustainability approach has always played a key role,
since as one of the largest employers in the region we
ensure the subsistence of numerous families and we

influnece the everyday life of many people.

We assume serious responsibility for the safe operation of
technologies, the protection of our environment because
we work with the use of hazardous chemicals. Endeavour
for maximum safety and an environmentally conscious
approach are essential elements of our approach because
there are urban areas close to the BorsodChem plant site,

which calls for the accelerated safety of our operation.

Over the years, our sustainability approach has
substantially improved and become more wide-
ranging. Following the international efforts, we have also
become committed followers of the UN Sustainability

Development Goals (SDGs).

BorsodCGhem Sustainability Report 2019-2020

SUSTAINABLE DEVELOPMENT GOALS

IN SEPTEMBER 2015, 193 MEMBER STATES OF THE UN
IN- NEW YORK GOMMITTED THEMSELVES T0 TERMINATE
POVERTY, FIGHTING AGAINST GLIMATE GHANGE AND
INJUSTIGE.

FOR THE ABOVE REASON, TREY UNANIMOUSLY
APPROVED THE HISTORIGAL, NEW GLOBAL

DEVELOPMENT PROGRAM, WRIGH ENVISAGES THE
[ERMINATION OF POVERTY AND BUILDING UP A
SUSTAINABLE FUTURE BY 2030.

THE 17 SUSTAINABLE DEVELOPMENT GOALS (SDGS)
CONSTITUTING THE PROGRAM HAVE EREGTED THE NEW
UNIVERSAL SCALE OF DEVELOPMENT BY ENSURING THAT
NO ONE IS LEFT ALONE.

Our environmental
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Our social
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supply chain
management

Further information
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Sustainability strategy

BorsodChem’'s management continuously works to strengthen the sustainability approach in the Company’'s operations.
As a part of it, a task force is working at present to elaborate the Company’s sustainability strategy to express our
Company'’s solid intention to seek to reinforce our market position besides reducing our impact on the environment.

Meanwhile, as a responsible enterprise, we have a positive influence on the life of our employees and neighboring
residents.

The focus areas of our Company’s sustainability strategy are also connected to the Sustainable Development Goals:

NO [ERO
POVERTY HUNGER

GOOD HEALTH QUALITY GENDER
AND WELL-BEING EDUCATION EQUALITY

GLEAN WATER
AND SANITATION

DECENT WORK AND

INDUSTRY, INNOVATION 1 REDUGED 1 SUSTAINABLE CITIES 1 RESPONSIBLE
ECONOMIC GROWTH

AND INFRASTRUCTURE INEQUALITIES AND COMMUNITIES CONSUMPTION
AND PRODUCTION

O

1 CLIMATE LIFE 16 PEAGE, JUSTIGE 1 PARTNERSHIP FOR
ACTION BELOW WATER ON LAND f\NNSqI?IlfT{ﬂ]'LGS THE GOALS

(114
>
l!

N
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Sustainability focus areas

Energy efficiency

Our social
responsibility

supply chain

management Further information

Sustainable Development Goals
Affordable and clean energy
Industry, innovation and infrastructure

Responsible consumption and production

Health and safety

Good health and well-being

Industry, innovation and infrastructure

Environmental protection

Industry, innovation and infrastructure
Climate action

Protection of land ecosystems

Water management

Clean water and sanitation
Industry, innovation and infrastructure

Climate action

sustainable procurement

Responsible consumption and production

Employees and society

Quality education
Gender equality
Decent work and economic growth

Partnerships to achieve the goal
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Our projects supporting the focus areas:

Energy efficiency

BorsodChem is the largest industrial electricity consumer in Hungary. The
production of electricity required to satisfy our energy demand is accompanied
by outstanding environmental impact, which can be reduced through
implementing energy efficiency measures. Our energy efficiency projects
planned for the long run are as follows, which we will report in our upcoming

sustainability reports in detail:

Internal energy efficiency programs

Waste heat utilisation
Renewable energy utilisation

Reduction of carbon footprint

By realising the planned projects, we have also envisaged considerable cost
savings in addition to reducing our environmental footprint. Currently, our

energy cost constitutes 10-11% of our operation cost
Health and safety “Safety first”

We use and produce several health-hazardous and flammable materials in
our production processes, which requires accelerated precautions from us.
Safety plays a primary role in the selection of our equipment and planning
our processes, which guarantees the reliable operation and it also protects our

emploee’s health as the largest value of our Company.

In the spirit of this philosophy, we intend to further improve plant safety in the

future and to continue our programs:

Improvement of air quality at work
Improvement of technical safety

Protection of employee health

BorsodCGhem Sustainability Report 2019-2020
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Environmental protection

In case of a chemical industry activity, environmental protection is the other key
requirement in addition to safety and our Company is committed to dealing
with it consciously. With many decades of history, we are planning well ahead

of time, therefore our environment is a markedly important value for us.

After implementing our current projects, we intend to launch further ones in
the future on our focus area to increasingly reduce the effect on elements of

our environment through our activity:

Noise protection

Reduction of environmental emissions
Eliminating the impact of past activity
Maintenance of biodiversity

Waste reduction

Qur environmental

performance

Our social
responsinility

Supply chain

Further information
management
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Water management

The water supply of the Earth is limited and needs to be managed responsibly.
It is also true in the case of our Company, as due to our geographical location
we can provide the industrial water from the nearby River Sajo required for its

operation.

To the effect of climate change, the increasingly unpredictable rainfall volume
may significantly influence the river runoff. We also need to count and

consciously deal with this risk.1®

By implementing the following projects, we wish to continue our commenced

actions for the sake of sustainable water management:

Purification and recycling of technological waters

Selection of anhydrous/water sparing technologies in case of investment
decisions

Cooperation with our town, Kazincbarcika to analyse the treated municipal

wastewater utilisation
Sustainable procurement

We use chemicals in large quantities to make our products. In addition to
consistent reliable quality and efficiency, we also take sustainability aspects
into account when purchasing. These three factors are closely related, as good

quality and sustainability affect efficiency. ¢

With procurement, we prefer suppliers as close as possible to reduce the
environmental impact of transportation. Where possible, raw materials are

delivered to the utilisation site via direct pipelines.

BorsodChem seeks to implement the principles of circular economy within its

integrated production system.

With the following projects we wish to achieve that these principles should

prevail as much as possible also in the field of procurement:

BorsodCGhem Sustainability Report 2019-2020
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Examining the procurement options related to bio raw materials and
reusable materials,

Purchase of durable and repairable technical equipment,

Enhancing the predominance of sustainability aspects in procurement
decisions,

Improvement and encouragement of suppliers in the direction of the

sustainability approach.
Employees and the society

The performance of a company is essentially determined by the performance
of its employees. It is of key importance for our Company to build a motivated,
committed and highly trained workforce staff’” BorsodChem conducts a
hazardous chemical industry activity, where it is very important to have a
highly trained and skilled workforce for safe operation. We offer outstanding
opportunities for our employees for further training and the expansion of their
knowledge. We ensure a stable and predictable workplace for our employees.
We aspire to raise our employees’ satisfaction through numerous fringe

benefits.

In this field we wish to contribute to making our Company attractive also for
young career starters in the future through our development projects below:
Building company brand,
Putting our talent management system on new foundations,
Continuing the elaboration of career path systems and their introduction in
all possible areas,
Introduction of primary training for junior engineers,
Further development of online recruitment methods,

Expansion of our allowance system.

> Further information can be obtained here.
6 Further information can be obtained here.

7 Further information can be obtained here.

Our environmental

performance

Our social
responsinility

Supply chain

management Further information

® O ®O®



: EHS director : Introduction of Our environmental Our social Supply chain : :
GED greetings introduction Achievements Borsodchem About the report We create value performance responsibility management Further information

OUR SUSTAINABILITY GOMMITMENTS AND PROGRESS

SIATUS:

End date Commitment, Progress End date Commitment, Progress

Our EHS
commitments

Our EHS
commitments

By 2021, we will start butlding our MNB-Aniline Plant, saving
o021 More than 14,000 tons of GHG emissions from raw material

@ transport.
The project is under implementation, but due to the pandemic situation of 2020,

the investment is expected to be completed in 2022.

2019and  Recultivation of our Salty Lagoon area by 2030. Elimination
2030 0f 2 pools (M4 and M6 in the first phase by 2019.

@ In 2018 the recultivation of M4 and M6 basins was successfully realised. Recultivation of

one-half of the M3 basin was performed along with maintaining the biodiversity.

\""-

Decreasing our
G0, footprint

UL . Recultivation of the 01d Sludge Area by 2034 in 3 phases
j0o7and  (C3SSELEE NO 1Dy 2023, cassette No 2 by 2027, and cassette No
2034 30y 2034)

The HDPE insulating layer of cassette 1and the deposit gas discharge layer was
established. The establishment of the temporary closing layer of cassette 2 was started.

By 2030, we will reduce our specific GHG emissions by

@ 4090 compared to 2013.
Based on the existing data the reduction between 2013 and 2020 constituted 18,6 %.'®

8 Further information can be obtained here.
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End date Commitment, Progress End date Commitment, Progress

Our EHS
commitments

Our EHS
commitments

The amount of water withdrawn from the Sajo will be
soo1and  TEQUCET DY 3% in 5 years compared to 2015 and by 10%
2030 Dby 2030.
We launched programs for the elaboration and implementation of water
W ,[ recirculation technologies. Although we could reduce the specific water
diel . consumption by 9% compared to 2018, the water offtake volume between 2015 and Wﬂfkﬂla(}ﬂ
Cﬂﬂsummlﬂn 2020 shows an 8.2% increase because of the rise in the production volume. Safetv

Lost time Injury rate at the workplace will be reduced by

2“22;3*‘0““ 25% in 5 years and by 50% up to 2030 compared to 2015,

l‘m : The lost time was 5496, 5096, 1912, 7600* and 8168* in 2016, 2017, 2018, 2019 and

2020* respectively.

*The reason for the increase is the use of a different calculation method.

Ethical

Our EHS .
commitments

commitments

We will continuously increase the proportionality o
management and employees participating in annual ethics
and anti-corruption training courses.

We will reduce the number of Incidents caused by the improper
2021and  USE 0f personal protective equipment by 20% in 5 years _.‘

Continuous
In 2019 we nearly doubled the number of employees who took part in ethical
@ training partly by holding a repeated ethical training for our employees in a

managing position. In 2020 we expanded this training to all employees of the

2030 and by 40%o by 2030 compared to 2013.

We conducted a communication campaign to reduce accidents. 10,5, 3,3 and 2
Incidents occurred due to the violation of regulations related to personal protective
WU rkp I ace equipment use in 2016, 2017, 2018, 2019 and 2020, respectively.

safety

frainings

Company. 2560 persons fulfilled the training out of our active employees thereby,
by which we achieved over 80% participation. Our goal in the future is to achieve a

nearly 100% participation ratio.

BorsodCGhem Sustainability Report 2019-2020 @ @ @
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End date Commitment, Progress End date Commitment, Progress
Ethical Developing
commitments employees | o
L o | | When using process control systems tor plants, 1T 18 necessary
& 222 about ethics and anti-corruption topics, covering our whole W knowledge assessment of the plant managers will be
Gontinuous y3|yg chain from our regular Suppliers to our customers. qEy

BUSINess
relations and

communication

S

In 2020 we conducted an intense ethical commmunication in the direction of our
suppliers. We introduced the Supplier Code of Conduct that we forwarded to over
400 of our determining partners. We also included our ethical expectations tailored

to our suppliers in our contracts.

IT training
courses for
plant
Managers

completed, and all the plant managers who do not possess the
necessary (evel of skills will be invited to IT training courses.

In 2019 we continued the development of foremen’s IT user knowledge. In 2020

Excel training videos were uploaded to the SuccessFactors system at 3 difficulty

levels that are available for any of our employees.

Developing
employees

Developing
employees

[he basic training ot new entry-level system operators will

pe Increased rrom the current 40 hours to a minimum ot 200

hours within one year, and the theoretical training will be
9017  Supplemented by practical training, using demonstration
and simulation tools.

In addition to the presence training of new system operators’ primary training,

Within 5 years we will introduce e-learning in
our company as one of the most erfective rorms of
knowledge transter and sharing. At the same time,
2021 we can run training processes more easily and
transparently with IT support.

We introduced the Training module of the SAP SuccessFactors system in

N
@

Developing the
system
operator
training
Course

Introducing
g-learning

2019. Over 500 online materials were uploaded in the system until 2020. we have been organising the training in a digital form since 2020. Utilising the

5 professional e-learning materials were prepared to make the system advantages of SAP SuccessFactors’ training module, the new colleagues can

operator training more effective and they were also uploaded to SF. deepen their chemical and engineering knowledge interactively from training

materials enriched with practical examples according to their own schedule.

BorsodCGhem Sustainability Report 2019-2020
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In 2016, 60%0 0 new hire workers were given mentoring. This
ratio will be increased by 50% within 3 years by extending
the mentoring process to all new employees.

In 2019 we expanded the scope of positions where mentoring is recommmended,

therefore 69% of new employees received mentoring in that year. In 2020 a mentor was

designated to 90% of new employees to support the apprenticeship period.

We organize activities for the well being of local communities
WIthout expecting any benefits from them. Organizing volunteer
groups strengthen the team Spirit, solidarity and trust. “Let’s o
Something good and teel better by helping someone.™

In 2019 we organised a “Together for a clean environment!” waste collection action, Blood

donation record-breaking attempt and 700 trees from 70-year-old BorsodChem jubilee

tree planting.

In 2019 we continued our Christmas donation collection organised within the range of our
employees and we also gave gifts to little patients of the Child Health Center of the County
Hospital besides supporting two of our traditional partner institutions, which care for those

iNn heed.

In 2020 during our organised Challenge Month our Company replaced the minutes
collected by doing exercises with cash and offered a donation in the value of HUF 1,520,000

for the modernisation of the Ambulance Station of Kazincbarcika.

BorsodCGhem Sustainability Report 2019-2020
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Commitment, Progress

S611ing organizational 30-day challenges that are related o
some Kind of exercise or a nealthy [irestyle with the purpose of
promoting regular movement, the culture and lifestyle

of health.

In 2018 we introduced a complex health- and exercise program to establish

the health culture, which enhances consciousness in this field. A part of is the
“challenge” and “trial” series encouraging the exercise of our colleagues, which

ensures a regular possibility for our organisational units to “compare their powers”.

BY 2020, In addition to compulsory health inspection, we will
0rganize employee screening programs in the framework of
nealth promotion projects (8.g.: screening stations, 61c.]

Since July 2019 we established the “Mini hospital” operating on our site, where our

colleagues can attend voluntary screening examinations, medical examinations
and treatments. Within this framework, 15 kinds of medical examinations became
available and we procured advanced medical equipment in a high value to ensure
the high standard of these examinations. In addition to the above, our private
healthcare service provider ensures screening programs every quarter. We look
forward to seeing our colleagues with our own organised programs and screening

examinations also within the frames of Health Month.
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RESPONSIBLE GOMPANY MANAGEMENT

The responsible, successful and sustainable operation of BorsodChem is
based on the properly established integrated company management system
that includes quality management, health protection, safety- and energy
management as well as environmental management subsystems. The
Integrated Management System of our Company complies with the ethical
and legal regulations, which facilitates the disclosure of further developmental
possibilities and also the establishment of objective setting and monitoring

systems that support our developments.

The Quality Management System (QMS) in line with the ISO 9001 standard
operating for over 25 years ensures the attainment of product quality objectives,
whereas the ISO 14001 based Environmental Management System (EMS)
ensures the attainment of environmental objectives. Towards maintaining our
employees’' health —that we consider as one of our most significant values —we
operate the Occupational Health & Safety Assessment Series (OHSAS) certified
by the ISO 45001 standard. The ISO 50001 Energy Management System
(EnMS) instigating efficient energy utilisation is an element of our Integrated
Management System introduced in 20716. In 2020 introduction of the Supply
Chain Safety Management System began based on the ISO 28000 standard
to serve our customers most reliably. We intend to have this system of ours

certified by an external party in 2021.

In addition to that our operation according to the ISO 9001 standard is the
basis of our other standard management systems, we ensure our customers’
satisfaction by our carefully planned processes. We receive regular feedback
about it via the customer satisfaction survey accomplished every 2 years that
took place recently in 2019. The range of those asked covers 80% of the sold
volume. The evaluators gave us a higher score in each group of issues relative

to the previous survey.

BorsodCGhem Sustainability Report 2019-2020
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Our QMS-EMS-OHSAS-ENMS systems are certified by an external party. In the
period of 2019-2020, the auditors did not register any failure during the annual
reviews and they only made observations and development recommendations.
21 and 49 pcs of observations were made in 2019 and 2020, respectively. In 2020
we switched from OHSAS 18001 to the new ISO 45001 standard and that is why
the number of observations rose.

Our Company values all pieces of advice that serve the development of our
system and thus we analysed all observations, elaborated an action program
for it, monitored the advancement of the programs quarterly and informed

the top management concerning the status of implementation.

The implementation of goals set out for the 3 years (2019-2021) serves the

continuous development of our operation. The EHS and EnMS objectives

Our environmental
performance

Supply chain
management

Our social

responsibility Further information
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General Technical Service

Performance

Finance

Sales Management

are closely related to the Company’s sustainability endeavours. We specify
programs annually to reach the goals and the management regularly reviews
their progress.

The joint focus point of our management systems is risk assessment. In the
past 2 years, we have made considerable advancement in harmonising the risk
assessments executed in terms of operating the management systems. We can
analyse the disclosed risks on a joint platform and this way the management
can make its decision on the grounds of an overall picture either in the interest
of mitigating or managing the risks. In 2020 we introduced the application of
a new software to register the risks. Easier accessibility and transparency help

organisations to take consistent actions.
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THE ORGANISATION OF THE ANNUAL
SHUTDOWN 1S DETERMINANT AT
BORSODCHEM. WHAT MADE THE SHUTDOWN
OF 2020 TO BE ONE OF THE MOST
SUGGESSFUL ONES?

At our Company, the general overhaul period is the
most critical period during the year. The shutdown
and restart of plants operated by integrated
technology is a coordinated process. The annual
shutdown works must be executed at the same time
in all our facilities.

As part of the preparation, the construction stage is
preceded by long planning and preparatory stages, so
basically, the preparation and the annual shutdown
itself can be regarded as a full-year project task.

The annual shutdown of 2020, in which we planned
the participation of thousands of (of BorsodChem
and external) employees, put the participants to
new challenges compared to the past years. These
challenges principally came from the fact that the
carefully prepared plans had to be modified due to
the COVID-19 pandemic.

Because of the uncertain market situation, we
started the maintenance works earlier in the plant
sections that were shut down in spring. Our internal
maintenance workers and the professionals of our
service organisations performed the job together
with the plant workers involving the fewest external
contractors possible.

Due to the schedule changed owing to the pandemic
and the travel restrictions the majority of external
contractors were not available. It occurred that
BorsodChem employees performed works without
the onsite presence of foreign chief mechanics such
as on compressors.

During these works, our colleagues repeatedly
proved their professionalism, successful and efficient
work.

In addition to the availability of specialists, another
problem was to reschedule the reception date of
specific spare parts and equipment that had been
ordered earlier. The specialists of Procurement &
Logistics were also challenged by this modified
circumstance.

Along with the maximum utilisation of our internal
teams, the required jobs in the plants were completed
by deadline within the budgeted cost limit in a way
that no key EHS incident or severe injury occurred.

Probably the best proof related to the quality of work
performance is that it is one of the smoothest periods
of BorsodChem - high production level - since the
annual shutdown.

To sum up it can be stated that the year 2020 brought
and meant new challenges in several areas for those
who participated in the annual shutdown. We can
already see in the preparatory stage of the annual
shutdown of 2021 that our next year will not be easier
either, but we are optimistic about new challenges.

Our social supply chain
responsibility management

Further information
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OUR ECONOMIG PERFORMANGE

In the past two years, we worked to create value for our Owners, employees Profit after tax (EUR million)
and society. In the first quarter of 2020 the COVID-19 world pandemic started
to spread and strongly affected the Company. In the second quarter efficiency
dropped due to the strong reduction in demand. However, in the secold
half business upswing restarted faster than expected and on the whole,
BorsodChem was able to close an outstandingly successful year. We managed
to further increase the Company’s cost-effectiveness, which was a key factor
in terms of effectively handling the decline generated by the crisis and also

reaching further successes.

In 2020 the Company’'s profit after tax was EUR 209.3 million that is the
Company's third-highest net profit in the Company’s history and additionally

we could further improve our capital-credit ratio. The profit after tax of 2020
exceeded the profit of 2019 with EUR 41.4 million, i.e. by 24.7% thanks to the
higher sales volumes and lower raw material prices. Bisnode, an independent 2013 2014 2015 2016 2017 2018 2019 2020

£0:20. 08, 03

. : L : : In 2019 GyartasTrend technology magazine announced the Factory
international certifying company continues to rate us into category AAA based - ' ] ) !

: : . . : : L of the Year competition for the fifth time to find the production
on financial stability and reliability, which we also wish to maintain in the long _ .
company of the year and winners of the announced categories on the

run.
grounds of a complex set of criteria, who form the domestic industry,

the employer culture and create value over the years in the domestic

We were also successful in continuing our investments: we executed plant

developments, capacity expansions, built new plants and obtained new market.

customers. A considerable aspect is still product and technology development . - .
In addition to the most efficient production support processes and

in consideration of their impact on the environment. However, relative to the - _
the Energy efficiency category victory, BorsodChem Zrt. was chosen

previous years, the sales prices saw a setback in 2019 we are over a highly _ e
as the complex winner of the Factory of the Year competition in the

fruitful period by increasing the sales volume and the efficiency, which we o
category of annual net revenues over HUF 10 billion.

wish to upkeep also in the long run by enhancing the vertical integration.

Kazincbarcika site, BorsodChem
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We managed to realise many capacity expansion investments among other
things due to our results. The MDI production capacity grew by 10% up to
330,000 tons/year. With the start of our new membrane cell chlorine plant
coming on stream, chlorine production escalated by 17% up to 384,000 tons,
whereas the producible volume of caustic soda is 11% higher relative to the
previous 362,000 tons capacity.

Our Thermoplastic Polyurethane Plantimplemented using the new technology
commenced its production, by which we can offer a more diversified product
portfolio for our customers along with further increasing our competitiveness.
Investments that further improve capacity expansion and supply safety are
currently ongoing and they help us to satisfy our customers’ needs more easily

in the long run.

INn 2020 BorsodChem purchased 100% share in Swedish Chematur Technologies
A.B. company that deals with chemical engineering. Our offices established
abroad and our sales subsidiaries assist our foreign sales competitiveness in

the following countries: Turkey, Croatia, Italy, Brazil, Russia, and China.

Continuity of the supply chain as well as the safe and proper quality storage
we expand our storage capacity both at home and Europe. This endeavour of
ours is also included among our Goals for Supply Chain Safety facilitating our

competitiveness and ability to respond.

BorsodCGhem Sustainability Report 2019-2020
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Revenues and costs (EUR miillion)
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Further information

Revenues 1,712.26 1,'774.61 1,4277.31 1,412.62
Net revenues 1,683.40 1,757.93 1,411.80 1,407.91
Other revenues 28.86 16.68 15.51 4.71
Costs 1,303.27 1,330.75 1,259.45 1,203.32
Operating cost 1,182.47 1,206.04 1,163.24 1,102.36
EUR million 77.73 84.20 83.63 84.55
Applied wages
and allowances
HUF billion 24,034 26,848 27,209 29,690
Payments to state cash office 42.97 40.37 12.41 16.27
Community investments 0.10 0.14 0.17 0.14
Profit after tax 408.99 443.86 167.86 209.30
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A '-t.. :’q'm*‘g“ﬁ"m’w :; As a considerable employer and taxpayer in the region, BorsodChem has an

KOLORCITY e overriding indirect effect on the neighbouring settlements and the national
KAZINCEARCIKA V.2 economy.

We are proud of having employed over 3,000 employees in 2020 since we create

new workplaces due to our developments and plant expansions. The continued
increase in the number of our employees has a positive impact on the local
society since we ensure living sources for newer families and we also indirectly
support local enterprises through the generation of market demand. Besides

this, we create further possibilities for our suppliers and service partners.

The extent of tax paid directly into the national economy is also determinant and

SO is our export activity that improves the foreign trade balance.

Along with these geared economic impacts, it is worth highlighting the regular
sponsoring activity of BorsodChem in the course of which we directly support

local sports events, occasions and communities.

We provided a substantial amount of support to various local institutions, the
hospital and local governments after the breakout of the coronavirus pandemic
in the form of disinfectants and protective equipment. We could keep - affecting
local social organisations and institutions — the rate of direct subvention even
despite the pandemic situation at the level of 2018. Beyond that point, our

Company actively supports secondary and higher specialised education, with

which we contribute to ensuring the proper number of workforce with the
proper qualifications in the region, in the long run, the economic development

and social catch-up of the region.

BorsodChem Mini Hospital BorsodChem Team, Kolorcity Kazincbarcika Running Race
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RESPONSIBLE AND FAIR EGONOMIG OPERATION

As one of the leading chemical companies in Central Eastern Europe, we are

fully committed to observing the competition law as well as the generally

accepted ethical norms and regulations of business life. We provide separate

ethical training to our employees at which all new employees must participate.

At least 80% of our active employeesfulfilled the training and our goalisto reach

EFSrETey
- EyEy

100% as soon as possible. We encourage our colleagues to take the opportunity

of our Whistleblowing Line if they experience any level of competition law

N
Wi S

risk affecting our Company. In the past two years, five announcements have
been made each year. We investigate these announcements according to the

== po= regulation of the Whistleblowing Line.

P

W,

e

e .x"'-.E:'_'P

Similarly to the previous period, our Company has not been affected by

any legal proceedings related to competition law, monopoly or cartel in
the past two years either. It is our basic objective to maintain the condition
of fair competition and the commitment to it with our company culture,
proper internal regulation and regular training and also show an example to

be followed by our stakeholders also in the areas that fall outside our direct

control.

BorsodCGhem Sustainability Report 2019-2020 @ @
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R&D, INNOVATION

The primary lien of our competitiveness is innovation, therefore we pay close IndlISt”aI raw mate”al from tecnnolnglcal WaSte

attention to investments, product and technology developments. The period

During the production of our isocyanate products, waste water with sodium chloride content is generated. Instead of directing the contaminated water

of 2019-20 is eminent in the history of BorsodChem, since continuing the trend . . ] e . . . ) .
into the wastewater treatment unit, our colleagues identified the possibility of reverting a part of the waste stream into raw material, thus we recycle it

of the past decade we implement significant investments, which are shortly . . . . N .
into our integrated production processes instead of termination. We developed a completely new technology for wastewater treatment with the help

introduced. . . . . . i .
of which we make concentrated brine from it for the electrolysis plant. Another advantage of the procedure is that we obtain the solution used as an
oxidizing agent also from the wastewater stream of another plant. We built a new plant section to execute the process. As a result of splendid teamwork,

the plant was commissioned in May 2020, thus also contributing to the development of circulation within the Company thereby.

Investments (EUR million)

2013 2014 2015 2016 2017 2018 2019 2020

Wastewater Treatment Plant, BorsodChem
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Our new TPU (Thermoplastic Polyurethane) plant

_ _ We increased the PVC Plant storage capacity by , .
In 2015 our Company defined a product portfolio Parallel with the construction of the membrane

_ _ . erecting 4 new storage silos that we could take over . ,
and capacity expansion, as well as an efficiency cell Chlorine Plant we shut down the electrolysis

in 2020. With this step, production flexibility grew and

was built on Site IV and started its trial operation in
2020.

plant operating with mercury cathode procedure in
2018. From 2019 to 2020 the cells were dismantled,
the cell room and external technological units were

improvement plan based on 6 pillars in a value of

we can serve customer demands with the appropriate

several hundred million euros, and the majority of it

PVC resin type within a shorter time.

was completed before 2019.

demolished, cleaned by high pressure and the

wastes were pre-treated. We are planning to finish

demolishing the cell room building by the end of 2021.

v gan

Our further key investments in progress will also be

Due to capacity restrictions of the Kazincbarcika

located on the new site such as the MNB (mono-

nitrobenzene)-Aniline plant, the HYCO4 (hydrogen

period was the MDI Plant development, whose implemented by the land reconstruction and

and carbon monoxide), and the ASU (air separator

important project, i.e. installation of the MDI infrastructural development of the area left behind

crystallisation equipment was completed in 2020. by the coal industry. The Hungarian Government unit) plant built within the frame of the high volume
declared the development of Site IV as a key Aniline Project. You can gain information on the

brownfield investment from a national economy environmental advantages of the investment here.

point of view, which shows the significance of the

area’s land reconstruction.

BorsodChem Sustainability Report 2019-2020 @ @


https://borsodchem.com/en/our-investments

EHS director

o breetings introduction

Another ongoing investment of ours is the production
capacity increase of our weak nitric acid plant that was
launched in 2020 and it is expected to come to an end
during 2021, which we can achieve by commissioning a
new 58 m tall absorption column. As part of the aniline
production chain, our new weak nitric acid plant will
produce feedstock for the production of mono-nitro-
benzene, i.e. the most important component of aniline.
The selected technology is the further developed version
of the procedure applied in our present production plant.
The procedure surpasses the original technology thereby
also satisfying the BAT® requirements in consideration
of energy consumption, optimised steam production,
and the possibly lowest environmental load. With the
BAT technology to eliminate dinitrogen-oxide emission
having a significantly detrimental greenhouse effect, the
saving per year is expressed in CO, equivalent is highly

significant.

.

¥ Best Available Techniques
20 Materials with outstanding technical properties
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Investment

Establishment of new
membrane cell Electrolysis
Plant

About the report

Management We create value

Brief description of the project

The new electrolysis plant was made with one of the most
advanced and most appropriate technology from an environmental

point of view. The extent of investment exceeded Euro 100 million.

Our environmental
performance

Our social
responsibility

supply chain
management

Year of
implemen-
tation

2018

Establishment of MDI and TDI
crystallisation sections

Sections established for diversification of the product portfolio

2019

Plate lining of
decontamination trays

Investment implemented to minimise the environmental load

2019

Establishment of "High-
Performance Material"° Plant

Project affected to produce a new product (TPU)

2020

Installation of new nitric acid
section

Capacity expansion project

2021

Construction of the
mono-nitro-benzene plant

Investment to improve supply chain safety and competitiveness,

but its positive environmental effects are also substantial.

2021

Aniline Plant

An investment that improves supply chain safety and

competitiveness that also entails a positive environmental effect.

2021

"SITE IV" Project

Implementation of internal infrastructure developments connected
to the new plants: railway, road network, service buildings, gate
service, changing rooms, fire-fighting barrack, maintenance

building.

2021

ODCB decontamination of
wastewater and hydrochloric
acid gases

Easier manageable wastewater, more advantageous in terms of

environmental protection.

2021

Installation of the absorption column

® O ®O®
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Product development

As a result of our product development center’s work performed in Godolld in
the field of rigid-and soft foams, our product portfolio is enriched, which helps
to serve our customers’ demands on a larger scale in addition to improving
our competitiveness. Our team specialised in rigid foams primarily deals with
the development of polyurethane (PUR) and polyisocyanurate (PIR) systems
with increased fire resistance. Out of soft foams, we develop specific products
for the automotive and furniture industries. Our colleagues in Godollé are
currently working actively on the various product development projects

handling the sustainability aspects as a priority.

4

COS ®0 O ©

Codolld Development Center

2 NVH (Noise, vibration and harshness)

BorsodCGhem Sustainability Report 2019-2020

A few of our product development programs:

Productdevelopment/
research

Small density comfort

foam.

lsocyanate
development for NVH?

application.

Polyurethane system
development (PIR
insulating foam for

laminated panels).

Development of
Isocyanate for wheels
made of polyurethane

(rollers).

Development of
Isocyanate product to
help the production of

wind farm blades

New shoe sole raw

Mmaterial.

New rubber adhesive

raw material.

Sustainability aspect

By smaller density, a proper quality
product can be made from less
raw material, which means a lower

environmental load.

NVH foams are installed in electric
cars in a large volume. Our products

indirectly contribute to “green” traffic.

Its heat insulation property is very
good, long-life (more durable than its

PUR predecessors).

More durable products — lower

environmental load.

Facilitation of utilising renewable

energy resources.

Longer lifecycle than in the case of EVA

shoes.

Enables recycling of waste.

responsibility management

Technological development

Continuous development and innovation are indispensable for a
chemical corporate company. We are solicitous to apply the best available
technologies at all points of the production chain and see through such
technological developments that contribute to stepping up material- and
energy efficiency, minimising water consumption and waste emission as
well as complying with safety and environmental requirements at a high
standard. Our technological developments and their quantifiable results are
excellent examples of the innovative cooperation of our Parent Company
and our Company. In case of various technological challenges, we unify our

knowledge and experiences to handle challenges of the present and further

support innovation in cooperation with Wanhua's engineers and specialists.
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IN 2020 A SUSTAINABILITY PROJECT
WAS IMPLEMENTED AND YOU WERE TS
SUGGESTER. WOULD YOU PLEASE INTRODUGE
THIS PROJEGT?

The process of catalytic oxidation was realized based

on the idea. Its core idea is that by feeding through
the mixture of brine and hypo containing organic
matter on a properly selected catalyst, the organic
matter content will considerably drop. Thus this brine
becomes suitable for feedstock of the electrolysis
plant after evaporation and crystallization. A further
advantage of the procedure is that in the course of
the oxidation the oxidizing agent can be fully used
and the hypo used as an oxidizing agent can even
be a product of commercial quality.

WHAT MOTIVATED THE DEVELOPMENT?

Corrosive processes occurred in one of the plants
and to solve this issue the parent company offered
the said catalyst to remove the material causing
the corrosion. In the plant, that problem was finally
resolved differently, but we thought if the catalyst
was suitable for dissolving the hypo then it can
also be suitable for us to execute a firmer oxidation
reaction thereon.

About the report Management We create value

Qur environmental
performance

WHAT RESULTS DOES THE INVESTMENT HAVE?

The result is mainly environmental because the brine
with high organic matter content is not emitted and
fails to load our environment.

It also saves money that the dissolved sodium chloride
content of the brine generated in one of the plants
can also be used as a base material in another plant.

During the procedure the hypo solution not suitable
for commercial intercourse is used in this procedure,
as a result, its management as waste must not be paid
for and it has no environmental load either.

This purification procedure is also suitable for treating
brines with further active chlorine.

Our social Supply chain
responsinility management

Further information
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Industrial Innovation Prize
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Our latest developments

Due to our HCI Conversion Plant started in 2018 and further developed in
2021, we can reduce the wastewater volume to be treated, increase our raw
material independence and decrease our environmental footprint caused

by transportation.

In 2020 the Deionized water section was expanded and the Wastewater
Treatment section was optimised, which ensures the operating conditions
of our growth strategy. We are planning to install another combined heat
and power plant for the onsite steam supply, with which we can cover a

part of our electricity utilisation.

The Iinvestment targeted at the Iinnovative development of MDI
production was implemented in 2019, during which we developed
individual technological and engineering solutions. Besides increasing
the production capacity, the MDI Plant could implement a more efficient
and flexible technology by optimising the parameters of main and
side reactions. As a result of the recommended modifications, more
accelerated elimination of contaminations became available during
production, creating a technology of higher efficiency. The Hungarian
Association for Innovation acknowledged this activity with the Industrial

Innovation Prize, about which you can read more here.

e ————

Wastewater Treatment Plant, BorsodChem

Our environmental Our social
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Further information

Industrial Innovation Award Ceremony

MDI Plant, BorsodChem
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University relations

BorsodChem lays a great emphasis on cooperation not only in the field of
education but also in scientific activities. We worked jointly with various
universities and research institutions throughout the years. By close
cooperation, the researchers have a wider general overview of the relevant
challenges of the industry, whereas BorsodChem development engineers
can apply the new knowledge arising from scientific researches when solving

a complex plant task.

MISKOLCI

GYETEM

> | ook
UNIVERSITY OF MISKOLC

University of Miskolc

The good relationship between the University of Miskolc and BorsodChem
has been existing for a long time both at an educational and scientific
level. A good example for supporting education and scientific activities is
that the Chemical Technology Department of BorsodChem operates in
the Chemical Institute. The University of Miskolc and the Company jointly
won several R+D governmental subventions, where we solved chemical
iIndustry technology problems through developing new and innovative
solutions. There is also cooperation with the university along with
tenders. For instance, we have joint works also in the field of elaborating
and applying analytical methods, computer modelling, biological and
toxicological examinations, material structure testing and sustainability
examinations. Publications, patents, sample protections for users and

professional presentations arise from the developments.

BorsodCGhem Sustainability Report 2019-2020
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DEBRECENI
EGYETEM

University of Debrecen

We also cooperated with the University of Debrecen in the successful
implementation of our research and development tenders. Their areas of
inspection include polymer chemistry and polyurethanes, in which their
researches are very valuable for us. Furthermore, we worked together
successfully in the elaboration and execution of special analytical

measurements and also in the field of biological tests.
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MUEGYETEM 178 2

Budapest University of Technology and Economics

We primarily worked together with the Budapest University of Technology

and Economics on the issues of operational studies.

PANNON EGYETEM

UNIVERSITY OF PANNONIA

University of Pannonia

The University of Pannonia also plays a key role in the Hungarian
chemical engineer training, therefore we certainly involved the specialists
teaching and researching here in our developments. We worked out a
mathematical model in cooperation for calculating the partial steps of

producing MDI and PVC, our two core products.
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Establishment of Higher Education and Industrial

Cooperation Center for Advanced Materials and Intelligent

Technologies (FIEK) at the University of Miskolc

Meeting customer expectations at a high level is essential for our Company
in the field of product quality and customer service activity. Among our
research and development goals, there is the development of at least six
new PU systems and products from the laboratory research stage to pilot
production. These objectives of ours are assisted by the joint work with Robert
Bosch Energy and Body Systems Vehicle Electricity Spare Parts Production
and Distribution Ltd., S.E.G.A. Hungary Ltd. and EMI Building Quality Control
Innovation Non-profit Ltd. in a common tender managed by the University of
Miskolc. In the course of the cooperation, we install and commission such new
technologies, which are currently not available at the domestic market, thus
iImproving the R+D possibilities of both the higher education and members of

the consortium.

GREEN HYDROGEN

In a base case, at present we utilise the hydrogen generating in our
Electrolysis Plant as the feedstock of ammonia production. Connected to

the EURO CHLOR project, we wish to emphasize its significance.

The hydrogen demand of our technological processes exceeds the
hydrogen volume generating in the course of electrolysis multiple times.

Now we produce it by natural gas conversion. By studying the available

technologies today, in the future, we wish to produce this hydrogen by

leaving a minor carbon footprint.

BorsodCGhem Sustainability Report 2019-2020

Trade association memberships

As a member of humerous trade associations, BorsodChem undertakes an
initiating role in sustainability, climate policy and environmental projects. In
the past two years, we have been highly committed to our activity supporting
the program of organisations, out of which we would like to point out our

results below.
MAVESZ

As one of the founders of the Hungarian Chemical Industry Association and
having been an active member for almost three decades, we contribute to
strengthening the competitiveness of our industrial sector and its position
acknowledged at the uniform market of the European Union by elaborating
many solutions which support the sustainability objectives. Based on the
request from the Ministry of Innovation and Technology, as a member of the
association, BorsodChem also participated in the elaboration of the chemical

strategy proposal in Hungary.
ISOPA

ISOPA is the European sales association of diisocyanates and polyols — the
main components of polyurethanes — producers, which among other things
facilitates the enforcement of best practices at the highest standard in the

distribution and utilisation of diisocyanates and polyols within Europe.

As a member of ISOPA, we keep in contact with other industry associations to
comply with the present and future demands of society in the field of energy

efficiency, safety and sustainability.
MKE

The objective of the Hungarian Chemical Society is the organisation of those
who are interested in chemistry and the chemical industry based on voluntary

and individual activity, the exchange of professional information on a wide

scale, evaluation and publication; creating the forum of professional pubic
life; raising the knowledge level of domestic chemists, chemical engineers,
chemistry teachers and other professionals who actively take part in the work
of the; having the professional work of domestic chemists both at home and
abroad acknowledged as well as facilitating the development of the chemical
industry.

As a legal member of MKE, BorsodChem also actively supports the reach of

goals.
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All our trade association memberships

International Hungarian
Il (International Isocyanate Institute) - Hungarian Chemical Industry Association (MAVESZ)
Mono & Dinitration Safety Conference (MDSC) - Hungarian Chemical Society (MKE) EURUPEAN GHEEN DEAI_
ISOPA (European Diisocyanate and Polyol Producers Association) - Confederation of Hungarian Employers & Industrialists (MGYOSZ)
PU Europe . Hungarian Association for Innovation (MISZ) ISOPA and the International Isocyanate Institute also deal with the
_ , o _ European Green Deal. The main goal of the project, also joined by
Euro-Moulders - Hungarian Hydrological Association Borsod region (MHT) . . e .
BorsodChem, is to implement a greener chemical industry, i.e. to use
European Panel Federation - Association of On-site Fire Brigades Fire Brigades (LTSZ) less hazardous substances, analyse the effects of the applied chemical
Euro Chlor . Hungarian Internal Auditors Association compounds more deeply and continuously develop the technologies.
Oxy Vinyls - Chamber of Commerce & Industry BAZ County (BOKIK) BorsodChem is installing fittings in its currently built plant, which
: . : . fully exclude the escape of hazardous substances into the air of the
EPCA (The European Petrochemical Association) - Federal of the North Hungarian Industrialists
workplace.
SNPU (Syndicat National des Polyuréthanes) - Hungarian Credit Management Association
NVPU (Nederlandse Vereniging van Polyurethaan hardschuimfabrikanten) - Hungarian Private Wagons Association

IVPU (Industrieverband Polyurethan-Hartschaum e. V.)
IMA (Insulation Manufacturers Association Ltd)
FEICA (Association of the European Adhesive and Sealant Industry)

Europur (European association of flexible polyurethane foam blocks

manufacturers)

SIPUR (Polish Association of PUR and PIR Insulation Producers and

Processors)
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0BSERVANGE OF ENVIRONMENTAL REGULATIONS

The basic principle of living in harmony with the environment enjoys priority
in case of the decision-making processes within BorsodChem since as we
have an influence on the environment, the environment also has an influence
on our processes, employees and stakeholders. For the above reason, during
all developments, innovations and general operations, BorsodChem also
operates according to the principle of prevention. Accordingly, it is our
primary objective to be able to identify our adverse impacts related to the
environment even before their appearance and avoid the majority of it as
far as possible by establishing the appropriate operating methods taking
the best available technology into account. All our operating units operate
in alignment with the legal requirements and they have a uan IPPC permit
accordingly. We undertake compliance that goes beyond legal regulations
throughout international trade association memberships. Our environmental
protection colleagues with outstanding professional knowledge and
experience are the security of our environmental performance. At the highest
level Director EHS represents the above area of issue. The regularly audited
Environmental Management (ISO 14001) and Energy Management (ISO
50001) Systems also form a part of our Integrated Management System. From
2019 to 2020, non-conformity did not emerge within BorsodChem in terms of

environmental laws.

On the following pages, you can read about our environmental effects? and

performance in detail.

22 |In case of introducing our environmental effects, we forbear from demonstrating
the emission of our Budapest office having a negligible effect compared to other
BorsodChem sites.
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KPI (KEY PERFORMANGE INDIGATOR) SYSTEM IN
THE PROGESSES OF BORSODCHEM

According to the credo of BorsodChem, the secret of business success is
to focus on quality and performance. The performance management
and incentive scheme of our Company is a comprehensive and future-
oriented system, whose primary goal is that the organisational culture
of BorsodChem should become performance-oriented and that this
approach should gain strength at all employee levels. The assessment of
activities related to environmental protection constitutes a key part of
the incentive scheme, such as waste management, energy and water
consumption. Within our KPI system, there are separate company goals,
organisational unit goals and individual key tasks that guarantee for all
employees to participate in the implementation of goals. Quarterly the
organisational units report on their results toward the senior managers,
thus also with the help of our employees, we consistently improve our

environmental performance.
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ENERGY MANAGEMENT?3

It is of major importance to improve energy efficiency within our Company.
On the one hand, as a chemical industry company operating energy-intensive
processes, all our energy efficiency improving investments contribute to
enhancing our competitiveness, on the other hand with all such measures we
reduce our carbon footprint, thus supporting the climate-neutrality objectives

of Europe and Hungary.

Towards the consistent and continuous implementation of the above goal, we

are trying to increasingly exploit the possibilities among our operating units

Total energy consumption (MWh)/Product (t)

2017 2018 2019 2020

2 Energy generating plants (BC Therm, BC Power Plant) were also taken into
account in the detection of all energy used.
24 Fuel used by vehicles operated by BorsodChem
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given by the horizontal integration. As demonstrated before, BorsodChem
makes every effort to utilise the raw materials to the highest possible
extent and redirect the generating waste streams back into circulation. This
approach also appears in our energy management considerations. Within
our Kazincbarcika site, our operating units connected as a network can
share the unused electricity or the steam recovered from the exothermic

processes during the technology many times. For example, BC-KC Formalin

Consumed energy /Manufactured product (t)

Kft. operating on our site produces steam from the exothermic reaction heat
of formalin production that can be forwarded to various production units of
BorsodChem via pipeline and it can be used there. We continuously increase
the utilisation of waste heat generated in our plants and we reduce the
losses emerging at the operating units thereby and improve the efficiency. It
enables us to further reduce the energy cost ratio that constitutes 10-11% of

our current total operating cost.

2017 2018 2019 2020
@ Electricity (MWh) 1,354,885 1,295,636 1,336,977 1,349,245
Q Natural gas (MWh) 333,858 380,738 392,756 379,572
@ Steam (MWh) 1,710,758 1,670,114 1,822,487 1,820,384
o From fuel** (MWAh) 9,787 9,960 10,145 9,572
@ From biogas (MWHh) 4,052 3,990 3,583 3,421
@ Manufactured product (t) 1,013,813 1,018,633 1,094,533 1,093,492
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Our energy consumption related to the total of key manufactured products® shows a downward,
l.e. an improving tendency, which means that we produce a unit of product with lower energy
consumption. When calculating our energy consumption, we considered the total electricity,
natural gas and steam energy used apart from their technological or building energetics

utilisation.

In 2020, despite our energy efficiency endeavours, only a minor improvement was seen in
our energy intensity indicator. It is due to the decrease in demand in first half experienced
as an impact of the coronavirus and to this effect load was reduced in some of our plants to a
capacity utilisation level different from the optimal level, i.e. adjusted to a lower performance
operation. It meant less optimal operating conditions with a view to energy intensity, therefore any
oncoming expected improvement failed to occur in 2020 and we also reached results in 2020 that

correspond to the energy intensity level of 2019.

In 2019 our Energy Management System was successfully recertified in line with the new ISO
50001 standard and our energy efficiency objectives were defined for the next three years. On
the grounds of our energy policy, we handle the observance of related energy laws and company
regulations as well as compliance with other voluntary requirements as a high-priority task. Within
this framework, we designated to save an energy volume that corresponds to 150,000 MWh by the
end of 2021 and achieve 4% energy efficiency improvement relative to 2018. For the fulfilment of
goals, during the past two years we planned to launch a total of 97 programs to improve energy
efficiency, the majority thereof has been realised, whereas its minor part is still in progress. A
higher ratio of introducing the elements of Industry 4.0 at our Company is included among our
forward-looking objectives and with respect to it we expect further optimisation of our energy
consumption and significant energy efficiency growth. The Factory of the Year competition
announced by Gyartastrend technological magazine indicates the success of our endeavours so
far, wherein 2019 we achieved first place in the category of “the most efficient production support
processes” and “energy efficiency” in the category of net sales revenues over HUF 10 billion. This
acknowledgement also encourages us to further improve our energy efficiency, thus showing a

good example for other energy-intensive companies thereby.

> The annual aggregate volume of core products, MDI, TDI, PVC and alkali production is included in the
calculation as products representing the highest proportion both in value and volume (>99% )
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WATER CONSUMPTION AND WASTEWATER TREATMENT

BorsodChem'’s simplified water balance

In the course of our activities performed on our
Kazincbarcika site, we consume a considerable amount
of water that we obtain from a relatively small and
volatile runoff river, i.e. the River Sajo. The water for
municipal purposes is provided by ERV Zrt. Accordingly,
one of our greatest challenges for the future is to
reduce the volume of consumed waters and implement
the projects launched for the efficiency of water
consumption by recycling the water taken off the River
Sajé as many times as possible and exploiting alternative

water resources.

BorsodChem annually performs ecological status
assessment in addition to the quantity and quality
testing of the river. The main goal of the test is to
monitor any changes in the ecological status that
potentially occurred in the River Sajdé. We aim at
achieving, maintaining and ensuring a good ecological
status in the long run based on the Water frame
policy of the EU containing priorities related to water
mMmanagement and water protection. The maximum value
of our water offtake from the River Sajé and our emission
into the river is regulated by the water rights licensing

documentation issued by the Water Authority.
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We pre-treat the untreated water taken off the River Sajo
based on our objectives and use it in certain technologies
according to its needs. Finally, the untreated water is used
in the form of soft- and deionised water and steam within
the plants. The water leaves at the cooling tower in the
largest volume by way of evaporation and this is where
our largest water loss comes from. Since our production
grows year by year, therefore in consideration of the water
offtake volume no significant change could be detectable
in recent years despite our continuously launched

projects targeted at the reduction of water consumption.

The following programs help us mitigate the planned

water consumption:

we introduced KPI target values at the operating units

related to water consumption,

we decrease our environmental impact through

continuous water recirculation (condensate
reuse, water transfer among plants, cooling water

recirculation),

on our new Site IV, the rainwater falling on the roof
and the road surfaces is collected by a separate canal
network, thus we can achieve substantial water savings

by utilising the water collected here,

in 2019-2020 we launched 10 water usage reduction
projects and we inform the Top Management about its

result every month.

26 The total volume of untreated water taken off at our water
offtake point, 99% thereof is required for manufacturing our
products and we pass on a negligible part of it to companies
operating on our other sites, e.g. BC Therm, BC Power Plant.
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Water volume taken off for one tonne of product

(m3/t)

Management

2017

Volume of
total water
offtake-*-
River Sajo6
(m?3)

Volume of
recirculated
water in one

year (m3)

2018 2019 2020
2017 2018 2019 ployle
9,221,700 9937518 10,208,323 9,716,948

374,141,380 | 374,213,790 | 414,931,834 | 414,823,973

Our environmental

We create value
performance

In respect of water offtake, its order of magnitude
has not changed compared to the previous years.
However, if we look at the volume of taken-off water
used for the production of total products, we can
experience a considerable improvement in specific
water consumption relative to 2018, which is due to our
measures seeking continued multiple water recirculation
and improving water consumption. The estimated
recirculated water volume seen in the chart is mainly
the result of our three most significant activities (brine
recirculation, condensation water and cooling water

circle).

LIFE-CLIMGOOP PROJECGT

In 2020 our LIFE-CLIMCOOP project started on its
way under the management of the University of
Miskolc jointly with other trade organisations and in
its frames we implement various programs linkable
to climate change adaption both with domestic and
European Union support. In the following years, we
will examine among other things the possible uses
of BorsodChem’s specific wastewater streams after
pre-treatments. If this possibility proves feasible, we
can count on a substantial amount of water offtake
savings, which will be advantageous to the ecosystem

3,LIFE

TLIMCOOP

of the river.
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Wastewater treatment

A large amount of wastewater — mainly technological -
IS generated on our Kazincbarcika site in consequence
of a fundamental amount of water and raw material
utilisation. The water is purified — within our integrated
wastewater treatment system - by and large after pre-
treatment on our own specially designed Wastewater
Treatment Site. We established our sites in a way so
that untreated wastewater could not escape into the
environment from there. It is a basic objective in the
case of our plants to recirculate the used waters as often
as possible as per our options, transfer them among the
plants, thus reducing the volume of water to be taken off

or purified.

We forward the wastewaters of plants via separation canal
systems to our Wastewater Treatment Site, thus ensuring
the efficient operation of purification technologies
thereby. The efficiency of wastewater treatment is
supported by our well-organised lab trial
Qur

inspects the quality of wastewater streams based on a

system as

well. proprietary accredited laboratory regularly
carefully elaborated inspection plan, but in many places,
online measuring instruments ensure continuous data

concerning the most important parameters.

BorsodChem has one wastewater emission point through
which we let purified wastewater into the River Sajo as
receiving water meeting all legal provisions under the
limit values in terms of contaminants. An emission point
was also established on Site IV that is for drainage of clean
surface — and rooftop rainwater specifically falling only on

Site IV. Our laboratory colleagues examine the quality of

BorsodCGhem Sustainability Report 2019-2020
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treated water returned to the River Sajé according to strict
regulations in consideration of the limit values provided
by the competent authority and stipulated by law. Main
components measured in the emitted wastewater: pH,
total suspended matter, AOX?, BOI5%, mercury, KOI?® and
Inorganic nitrogen. The quality of our treated wastewater
iInspected in our accredited laboratory complied with the
legal — and internal regulations in all cases. Our major
contaminants with special limit values are mercury,
(MNT), (DNT), 1.2
dichlorobenzene (ODCB) and toluenediamine (TDA).

Mono nitro-toluene dinitro-toluene

own-operated
is that by its
purification

The environmental advantage of our

central wastewater treatment system
establishment the application of several
technology units, large sewage lagoon capacities and the
established water flow control options, protection of the
receiving water will considerably increase. The utilisation
of biogas generating in the anaerobic*® wastewater
treatment technology for steam generation results in
the reduction of energy consumption that we use for
drying wastewater sludge in the wastewater treatment
technology and for heating purposes. This way our natural
gas consumption is almost fully replaced and the dried
wastewater sludge can be used for land reconstruction

purposes.

Our release also includes the communal

wastewaters of the village of Berente and by its

water

purification, BorsodChem contributes to improving the

quality of life of locals.

27 AOX: Absorbable organic halogen chemical compounds
28 BOI5: Biological oxygen demand

22 KOI: Chemical oxygen demand

30 Environment low in oxygen

3 Sequencing batch reactor

Management

Our environmental
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Water release (thousand m3)

2017 2018 2019

Wastewater Treatment Plant, BorsodChem

2020
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OPTIMISATION OF THE SBR*
[SEQUENGING BATGH REACTOR)
BASIN ON OUR WASTEWATER
TREATMENT SITE

Our continuous capacity increase is accompanied
by a larger wastewater load, which we must handle

properly also in the long run. For this reason, the

operating examination and efficiency optimisation

of our so-called SBR basin was realised. The program
was preceded by research work in due depth and the
scope thereof the optimal conditions were defined
(sludge quality, effect of aniline and hydrogen
peroxide concentration, determination of optimal
temperature range, MNT and DNT decomposition
efficiency) by implementing an
After

appropriate parameters, the sludge of the SBR basin

experimental
wastewater treatment model. defining the
was refreshed and the reactor swung into operation.
The result of the research work highly contributes to
properly handling the expectedly further increasing
the load and thus further maintaining load of the River

Sajo at the minimum level.

® O ®O®
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ATMOSPHERIC EMISSIONS

Contaminants entered into the atmosphere may make
their effect both locally — as a result of the combined
effect by way of emissions of other polluting sources
— Iin farther regions and also globally, therefore we are

committed to control and reduce those properly.

We have considerable point sources on our Kazincbarcika
site, which draw the attention - despite their emission
under the limit value - of the local population and
transferring motorists. For this reason, our environmental
department frequently informs the residents about the
rate of emissions via various forums as well: we organise
an annual open day, from 2019 we inform those living
in the neighbourhood regarding our environmental
performance by launching a local “Green Newspaper”
quarterly. Moreover, the inhabitants can gain information
on our environmental and sustainability results at
any time with the help of news appearing on our new

website. Our emission in Godolld is not substantial.

Measuring and monitoring of emissions

We apply the air pollutant emission reduction solutions
in compliance with the latest BAT recommendations
and domestic legal regulations in the production
technologies of our site. Recirculation arising from the
integrated production and products manufactured by
utilising specific end gas streams also further reduces

the ambient air load. The marketable hydrochloric acid

BorsodCGhem Sustainability Report 2019-2020
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solution produced from the by-product gases in the VCM
Plant is a good example of the latter one. We seek to
minimise the emissions also in the field of atmospheric
emissions. Our major air pollutants: nitrogen oxides,
sulphuric dioxide, carbon dioxide, fly dust and volatile
organic compounds. At some point sources, there
are continuous flue gas analyser measuring circuits
In operation under ad-hoc accredited control in line
with the regulations. The rate of our emissions is
publically available via the homepage of the National
Environmental Information System. In addition to the
monitoring of our emissions, we regularly measure and
monitor the ambient air temperature, which also covers
the contaminants measurement specific of process
engineering beyond the measurement of general

contaminants.

Management

Our social
responsibility

Our environmental

supply chain

Further information
management

We create value
performance

ellenrizzik. Kiilsd partnerek bevonasdval az Sitals- TISZTITOTT SZENNYVIZEEN MERT PARAMETEREK [201%. 01-03)

nos srennyezd komponenseket nepyedévente mér
Juk, melynek eredménye a mellékelt abran lathatd.

decemnber

KAZINCBARCIKA, BC LAKOTELEP -

Rva Y j’/\ ,ﬁEﬁW‘ﬂ ..ﬁ‘

L. st fidl g 2. S

P01

SIS0 03 JOE0E 8 20a nE & SUHNDE 26

Hetbretib AT B b wvpng Cmm maretes s [ =51

meghatdrozatt hatdrértékeket. A meptiszitot szenny-
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Towards the uninterrupted reduction of our emissions, a
KPI —based incentive scheme is in place in the plants and
we annually evaluate our emissions. Compliance with the

limit values is substantiated by accredited specific and

Emission of air pollutants (kg/year)

NOXx (nitrogen oxides) 70,698.09 52,062.49 62,279.21 60,038.29
continuous measurements, which also serve as the basis
of our compulsory annual authority report. The annual
emission values included in the chart are estimated SOXEUPHUKIC axITes) .89 104.54 26.91 8542
emission volumes derived from data that had been
obtained from our measurement liabilities laid down by PM (particulate matter) 4,29714 3,947.28 5572.33 5,878.80
law.
POP (persistent organic pollutants) 0.00 0.00 0.00 0.00
VOC (volatile organic compounds) 8,043.74 8,048.35 11,182.90 9,499.69
HAP (hazardous air pollutants) 226.23 61.03 97.96 11.46
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The chart and diagram show the specific greenhouse Specific GHG emission (CO.e* (t)/product (t))

Emission and monitoring of Greenhouse

Gases 32

As the prominent natural gas user in the region, we
have considerable direct carbon dioxide and other
greenhouse gas emissions, therefore we participate in
the EU emissions trading system. It is the so-called EU-
ETS system that is supposed to facilitate to reducing the
emissions of specific greenhouse gas (GHG) emitters by
stipulating the performance of financial liabilities for
organisations applying the polluter pays principle. In
the course of our participation in the system stipulated
by law, every year we purchase the missing quota to
the volume equivalent to our emission from the carbon
market established for this purpose in addition to the

allocation being free of charge for us and in addition to

gas emission of the past 7 years projected to product
volume. From the outset of data collection, we gradually
reduced our specific greenhouse gas emission shown

clearly in the diagram.

Greenhouse gas emission based on regulations of the "Greenhouse Gas Protocol"

CO-e volume of our direct and indirect emission

2015

2016

2017

2018

2019

2020

2013 2014 2015 2016 2017 2018 2019 2020
the above we also fulfil our annual emission reporting (Scope 1&2)
task toward the National Climate Authority. Every year
, _ , , Summa Scope 1 (tCOe) 515,894 506,107 510,642 497,999 508,510 536,278 542,908 535,812
an authorised independent third party authenticates our
ETS report in line with the legal provisions. Summa Scope 2 (tCO.e) 313,937 337,219 364,111 333,432 336,638 301140 293,393 295,351
As a company operating energy-intensive technologies,
o . Summa Scope 1+2 (tCO.e) 829,831 843,326 874,753 831,431 845,147 837,418 836,301 831,163
our Scope 1 emission from direct resources and Scope
2 emission from indirect energy use are substantial, qotal produced core product (t) 888,612 993142 1,024,372 1,032,646 1,013,813 1,018,633 1,094,533 1,093,492
therefore we decided to prepare a detailed greenhouse
gas inventory in early 2021 based on regulations of the Specific GHG emission (tCO.e/t product) 0.934 0.849 0.854 0.805 0.834 0.822 0.764 0.760
international “Greenhouse Gas Protocol” in accord with

we can also quantify our Scope 3 emission related to
raw materials production by the end of 2021 and we can
come up with such long-term carbon footprint reduction

objectives that may lead to climate neutrality until 2050.

BorsodCGhem Sustainability Report 2019-2020

32 When determining our GHG emission expressed in total carbon dioxide equivalent, we also considered the emissions generating in the case of the energy generation plants (BC Therm, BC

Power Plant), which were taken into account in the calculation of Scope 1.

33 A general unit of measurement for greenhouse gas emissions that reflects their different global warming potentials.
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Product Eco-profiles

The carbon footprint reduction is the joint issue of all of
RESUUBGES us, thus where it is possible to quantify it more precisely —
even projected to products — we will take the opportunity.
As a member of ISOPA we also — by data supply — give our
consent to that the exact environmental effects of the
two raw materials of polyurethane, i.e. MDI and TDI also
produced by us are defined by way of lifecycle analysis
in certain periods at the European level. The latest
analysis will be prepared in 2021 with the involvement

END OF
LIFE

MATERIAL of all major European raw material producers (including
PBUGESSWG BorsodChem). Since considerable technological changes
do not occur in the chemical industry within a short
time, the new so-called Eco-profile data will remain
in effect until 2026. Since the latest report of 2012, no
considerable change has been implemented related to
the manufacturing of products resulting in the reduction
of the carbon footprint on a whole European level. It also
indicates the complexity of technology and its energy

intensive nature.

PRODUGT
MANUFACTURING The lifecycle analysis of our chloralkali products is also

in progress with the help of the Euro Chlor organisation.

USE

We hope that this analysis can also be completed by the

end of 2021, therefore we can provide up-to-date data for

our Customers in terms of the environmental footprint of

products.

DISTRIBUTION

BorsodCGhem Sustainability Report 2019-2020 @ @
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WASTE MANAGEMENT

We selectively collect the hazardous- and non-hazardous wastes generating
on our sites within the frames of a full-scale waste management system. We
apply the EU's waste hierarchy as our basic principle, and within its frames,
we make every effort that the production residue, material and used product
or by-product, that is repeatedly usable for its original purpose originating
from the technology, but can be recirculated into the technological process
should stay in the production cycle to prevent waste generation. This way the
potential environmental load impact caused by the chemical by-products or
wastes is avoidable. This basic principle of ours supports the technological

implementation of the circular economy within our Company.

Our wastes are collected, managed, selected and prepared for delivery by
the Waste Treatment Site established within BorsodChem and all employees
are responsible for observing the waste management regulations within the

framework of the waste management system.

We have established a user-friendly IT system for the detailed registration of
the type, volume and collection method of the generated waste satisfying

legal regulations and we use it daily.

Our most significant waste stream is the sludge-like waste originating from
the various technologies, but the construction and demolition waste is also
considerable that is not directly related to production. In case of our raw
materials — where the type of material permits — procurement takes place in
bulk, by applying a dedicated transportation facility thus reducing the use of
packaging materials.

The reduction of waste streams is a continuous priority within the Company.
To encourage it, we operate a KPI system and we collect wastes selectively.

BorsodCGhem Sustainability Report 2019-2020
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Primarily the plant managers are in charge of reducing the volume of
wastes within the plants, but within the scope of the Employee Suggestion
Management Program, our employees also contribute to slashing the waste

volumes and their recycling through numerous useful ideas.

All employees are affected by selective waste collection within the Company.
The selective waste collectors ensure observance of the Company waste
management regulation. With this good practice, we instigate our employees
indirectly to make selective waste collection realising on the BorsodChem site

a practice at home as well.

We use the majority of waste previously disposed of by incineration for land
reconstruction purposes today, since the wastewater sludge dried by biogas
on our behalf is utilised in sludge area cassettes** for landfilling, therefore the
animals and plants can take possession of the sludge areas following after-
care. The waste we use in this way is not landfilled, so the potential negative

factors that result from it do not have to be borne by the environment.

Waste management

Our environmental

performance

PREVENTION OF
WASTE GENERATION

Our social
responsibility

supply chain

management Further information

RECIRCULATION OF
WASTE INTO THE
TECHNOLOGICAL PROGESSES

RE-PROCESSING OF WASTE

OTHER UTILISATION OF WASIE
(E.G. ENERGETICS UTILISATION)

I

ELIMINATION OF WASTE IN AN
ENVIRONMENT-FRIENDLY WAY

3+ The three sludge area cassettes were operated between 1977 and 1989 as the
hazardous waste landfill of Borsodi Chemical Complex (legal predecessor of
BorsodChem) where mainly wastewater sludge was disposed of. At present, it
serves as a hon-hazardous landfill with a licence and its land reconstruction is in
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Reuse within the Company Waste incineration and disposal volume (t)

In the spirit of saving resources, we provide the possibility for our employees
to purchase unwanted pallets, office furniture and IT tools considered as
waste for BorsodChem at a discount price. We regularly announce occasions
for it and our employees take this opportunity in a large number. According
to our estimate, with this program, we can prevent the generation of over
10 tons of waste annually, whereas we move in the direction of reuse in line
with the waste hierarchy. At present, the construction and demolition wastes

originating from our brownfield investments and the ground waste make

up our reused and recycled wastes in the largest proportion that we use for

different purposes (e.g. land reconstruction in the sludge area, road works).

Consequently, the volume of these types of waste is changeable year by year

subject to their usability, however, we continuously strive to significantly
reduce the volume of wastes to be disposed of and incinerated as it is 2017 2018 2019 2020

traceable on the diagram and chart below.

The volume of generating hazardous waste shows elevation relative to 2019,

which arises from the demolition of our closed down Chlorine Plant using The total volume of waste (t) 2017 2018 2019 2020

mercury technology. Our domestic and foreign partners with the appropriate

licence dispose of the waste generating here. Reuse® 0 O 28,720 9,514
Recycling*® 22,726 50,082 20,083 24,709
Composting 154 200 182 192
Incineration 1548 1,460 621 994
Disposal 12,378 7,182 4,067 3,744

Non-hazardous waste volume (t) 33,978 56,165 52,414 37171

3> Use of ground waste for land reconstruction purposes.
36 Mainly the utilisation of construction and demolition wastes for land Hazardous waste volume (t) 2,829 2,759 1,745 2,497
reconstruction purposes. Waste management

BorsodCGhem Sustainability Report 2019-2020 @ @
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BIODIVERSITY AND LAND RECONSTRUCTION

Stopping the worldwide reduction of biodiversity or termed as biological
diversity is one of the largest global challenges that mankind has to face.
When the legal predecessor of BorsodChem was formed, environmental
protection and biodiversity were not in public awareness yet and among
the deliberations of decision-makers. Even the technology was not at
the standard either where it is today, thus — although observing all legal
regulations at that time - former operation of the plants in Kazincbarcika
entailed a considerable environmental load. Heritage of the past puts
considerable weight on our Company even to this date, but we consciously
and continuously make efforts to wind up the previous effects loading the
environment. Since we operate in an environment being of key significance in
terms of conservation, on Natura 2000 areas near one of Hungary's significant
rivers, i.e. the River Sajo, the monitoring and protection of the local ecosystems
deserve special importance. We frequently perform biological surveys within
our affected zone that extend to the examination of aquatic and mainland
wildlife in special consideration of avifauna and the growing space of local

lichens. We intend to keep up the status surveys also in the future.

We perform the land reconstruction works of the brine storage basins on
our Salty lake area in harmony with the Aggtelek National Park. The area —
where we mostly stored the salty wastewaters generated during the previous
production — consisted of a total of 6 basins and the land reconstruction®” of
two basins has been completed. Further two (M1 and M3) basins will soon be
fitted to the landscape. We will not fill up the M3 basin, but the rich avifauna
can live on it after replacing its sludge, thus contributing to the development
of the local biodiversity. It is to be highlighted that the lake is the living space
of protected and highly protected birds (e.g. scooper and avocet) which

expressly like saline soil.

'l and reconstruction: making an area suitable for recycling or making it fit the
landscape

BorsodCGhem Sustainability Report 2019-2020

Location compared to a protected area or outside the protected area, but connected to high biodiversity

Location compared
to a protected area or Status of protection
(e.g. Natura 2000

etc.)

Under
surface areas

Geographical Type of Operating unit, size

of the site (km?)

. Type of
outside the protected

location activity protected area

area, but connected to
high biodiversity

Kazincbarcika 0 Neighbouring Producer 1.8 Mainland ecosystem Natura2000

Conservation area,
Natura2000

Godollé O Neighbouring Producer 0.0049 Mainland ecosystem

The status assessment of the River Sajo has been ongoing since 2008 based on the expectations of the Water Framework Directive. With its help, it is detectable

that the emission arising from BorsodChem's activity affecting the aquatic wildlife has no significant impact on the ecosystem of the River Sajo.

Our goal is to preserve and improve the ecosystem of the River Sajo, continuously reduce our environmental effect with the help of the land reconstruction of

unused areas that also serve the development of ecosystems.




EHS director Introduction of Our environmental Our social supply chain

CEO greetings Achievements About the report Management We create value .
performance responsibility management

introduction BorsodChem Further information

Land reconstruction of Site IV and brownfield investment

We plan our investments in a way that protection of the environment and
preservation of biodiversity are among the crucial aspects as it is also shown
by our infrastructural investment on Site IV. We will implement a part of
the planned projects at a new venue, i.e. on the area of the former Coal
Separator and Heavy Concrete Plant to exclude environmental load, risking
the life of the population, reach the highest safety state also because of the
crowdedness of our Kazincbarcika site. Here the investment was preceded
by the establishment of an industrial site with full infrastructure. The
demolition cost of the ruinous facilities left behind by the coal industry on an
area having been out of use for long years nearly amounted to HUF 1 billion.
When selecting the location of the investment site we also took the opinion
and request of inhabitants into account and so we decided on the location of
the aniline plant at a possible area farthest from the urban settlements. A so-
called “brownfield” investment implemented on an area used by the industry
has always a higher purchasing cost than a greenfield construction, therefore
the selection of the installation site was welcomed from all legal aspects, at
forums and authority discussions. We recycled a part of the uncontaminated
debris generated during the demolition in the form of ground material
for building the foundation of roads and pavements. We used the other
part for land reconstruction purposes. As a result of the investment, an
environmental objective with a complex effect is also implemented, since the
land reconstruction of the brownfield area was implemented that had been

abandoned by other industrial sectors for a long time.

Site IV, before investment

BorsodCGhem Sustainability Report 2019-2020 @ @
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NOISE PROTECTION

BorsodChem adjoins the residential area of two
settlements - Kazincbarcika and Berente — as well as
Sajoszentpéter and Mucsony are also located near us,
thus the noise emission of production and our support
processes has an impact on the life quality of those
living nearby. Our goal is to maintain a noise level that
complies with the local communities and the legal
provisions. It is our joint mission with the companies
operating on our other sites and for this reason, we
cooperate to implement new investments in a way that
they should intensify the noise load to the least possible
extent. For the sake of proper noise control, we operate
monitoring stations and noise measurements are also
regular. Due to its chemical features, our Company
operates constant day and night noise sources and in
consideration of it, we attempt to continuously decrease

our noise load in cooperation with an external advisor.

At present, we are at the beginning of Stage 2 of a nearly
10-year long noise reduction program series. At the end
of Stage 1, an expert opinion was prepared related to the
review of the realised tasks of the action plan. A proposal
was also made for the interventions required in the
upcoming stages, which the expert team elaborated
by using the data of ambient noise measurements and
the noise monitoring system. In the following years, we
will go on with our commenced measures based on the
expert document. To the effect of the pandemic situation

partially determining the past two years, we slightly

BorsodCGhem Sustainability Report 2019-2020
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deviated from our preliminary plans, but considerable
noise reduction programs were implemented or they are

still in progress:
coating of the fresh-air pipeline system,
construction of acoustic shielding walls,

replacement of building constructions and closing wall

openings,

construction of sound-absorbing diffusers instead of

the existing chimneys,
establishment of drop noise catchers,
partial reconstruction of suction systemes.

Besides the scheduled noise abatement of the existing
primary noise sources, we also pay close attention to
the noise protection issues of new investments and
technological developments. As a consequence, noise
spread modelling and setting up noise protection
criteria preceded the engineering of three cooling
towers being currently under construction. Noise
protection was one of the important aspects in the case
of the areal placement of production technologies to
be implemented. Our Site IV located further from the
residential area offered a good opportunity to implement

this endeavour of ours.

Management

Our environmental

We create value
performance

In parallel with noise reduction investments, we give
priority to public announcements. During the annual
shutdown, there are typically 1-2 public complaints a year
due to the noise of the inevitable steam blows. We strive
to inform the public in advance of high-noise processes

during shutdown work.

BorsodChem

Our social
responsibility

supply chain
management

Further information

® O ®O®



’ _
.l -8 't' |'||

———— Y |

T

SUGIAL RESPONSIBILITY

P eee————

BorsodGhem Sustainability Report 2019-2020 @ @



EHS director

o breetings introduction

Achievements

Introduction of

BorsodChem

About the report Management

MANAGING THE EFFECT OF THE CORONAVIRUS

To prevent the spread of the COVID-19 pandemic,
BorsodChem took numerous actions in 2020 that
serve the health of all of us. Based on the experiences
of our Chinese parent company, we could make quick
decisions and the Company Management set up a
pandemic Operative Steering Group that is tirelessly
working on providing as much support as possible in
pandemic control even at the time of preparing this
report. Our measures remained effective in the facilities

of BorsodChem also to this day.
Cooperation with our parent company

The Wanhua Group proved its solidarity with mutual
assistance: the town of Kazincbarcika received a donation
from China with the mediation of BorsodChem and
in the early stage of the world pandemic we sent face
masks and protective equipment from Hungary to China.
Later our parent company returned this support multiple
times. Our Chinese colleagues found operating airlines
with a high degree of ingenuity and we received a larger
shipment of protective equipment on the Transsiberian
railway after the breakout of the pandemic in Hungary.
Many times we sent face masks from Kazincbarcika to
our subsidiaries in Italy and the Czech Republic and also

our key customers and suppliers struggling with lack of

supply.

BorsodCGhem Sustainability Report 2019-2020
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We temporarily restricted the headcount
of our company events (meetings, training
sessions).

We ordered the introduction of the daily 12-
hour shift schedule, where the employees
work in a continuous work schedule.

We introduced full and part-time work
(home office).

We introduced temporary restrictions
applying to vehicles arriving from
international traffic.

We externally disinfected all trucks arriving
at our site.

We regularly disinfected closed premises
by electronic cold water-spraying machine.

We supported the special asset
procurement of the central county hospital
and the activity of the Kazincbarcika
municipal hospital with a donation of HUF
15 million and HUF 5 million, respectively.

Our social

Our environmental

We create value
performance

responsinility

We minimised the headcount of contractors also
in case of the required works. We limited contact
with the contractors as rare and short as possible.

In our work canteen, we introduced take-away
instead of dining there and we also ensured
delivery.

We donated a total of approx. 130,000 pcs of
face masks and 26,000 litres of hypo to the

neighbouring settlements, health and social
institutions as well as our business partners.

We encouraged our employees to disregard
travel and holiday abroad during the pandemic.

Our employees returning from holiday could
resume work exclusively with a negative COVID
test.

We required regular COVID test performance for
our employees working in operator positions.

We emphasised the importance of vaccination
and established a local inoculation point on the
Company site.

supply chain
management

Further information
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THE NEW TYPE OF GHALLENGES GAUSED
BY THE PANDEMIG SITUATION MUST
HAVE ENCUMBERED THE REGEIPT OF RAW
MATERIALS AND THE DELIVERY OF GOODS
T0 THEIR DESTINATIONS. WHAT WERE THE
MAJOR HARDSHIPS?

The logistics team had to face the challenges caused

by the pandemic situation right at the beginning of the
first wave when the restrictions and regulations related
to border crossing were unexpectedly made. We could
not use the traditional routes, the delivery times grew
by introducing the detours due to the closings and
measures had to be made in the midst of quarantine
requirements for the sake of smooth administration.
This created a new situation both on the side of
customer and freighter. The most important task was
to quickly adjust to the developing situation. The first
2-3 months were spent with intense problem solving
since we faced unexpected situations almost daily
because of the continuous severities. The new routines
have been formed since then and as a result of it goods
transportation is operating more smoothly.

The documentation colleagues have direct contact with
freighters during their daily work, thus we introduced

specific protective actions for them.

Management

Our environmental

We create value
performance
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HOW GOULD YOU OVERCOME THE DIFFIGULTIES?

It is important to note that we recognised the solemnity
of the situation at an early stage and we started to
elaborate the defence strategy in time. The proper
decisions were made at the pandemic meetings in
the interest of efficient protection. We adjusted to
the emerged situations in time and we concentrated
on protection to the maximum in a way that work
performance also remained effective.

WHAT POSITIVE IMPLIGATIONS DO THE
GHANGES HAVE THAT WERE CAUSED BY THE
PAST YEAR? IS THERE A GOOD PRAGTIGE THAT
JEVELOPED DURING THE PANDEMIG AND YOU
WILL ALSO APPLY IT IN THE FUTURE?

As a positive impact, | would mention remote work that

works well also in the field of freight organisation among
other things and we also use other - more efficient than

earlier — online processes.

The development of partnership is also a positive yield.
Dependence and regular joined-up thinking helped
us to be able to respond to similar situations more
efficiently in the future.

supply chain
management

Further information
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RESPONSIBILITY FOR OUR EMPLOYEES

We believe that the performance of our Company is determined by the
performance of employees and that is why we need to build a motivated,

committed and highly qualified labour-power.

We are proud of winning the Loveable Workplaces Award in 2020 as an

acknowledgement of our efforts.

Number of BorsodChem's employees

@

2017 2018 2019 2020

BorsodChem Sustainability Report 2019-2020

The continuous — almost 10 % between 2017 and 2020 — headcount increase
was necessary to prepare for our investments as well as launch and operate
the plants being built. However, to the effect of the COVID-19 pandemic,
the demand for our products saw a decline at first therefore we temporarily
moderated our production level, but we could retain all workplaces despite
the difficult economic situation caused by the pandemic due to the optimal
and diligent operation.

Number of employees by gender
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Number of BorsodChem full-time employees

2,829 2,903
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Number of BorsodChem part-time employees
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3,038
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10

8

6

4

-

O

2017 2018 2019

B Male P Female

BorsodChem Sustainability Report 2019-2020

2020

About the report Management We create value

Only men can fill in a decisive part of our positions due to the related
health regulations. In our occupational health regulation, we stipulated our
regulations related to the employment of groups requiring special attention
and positions forbidden for women therein. The effect of the regulation shall
apply to all BorsodChem employees. On the one hand, the higher ratio of
male employees derives from the characteristics of production positions and
on the other hand the high ratio of trades (system operation, maintenance,
product loading, electrical service, etc.) is primarily favoured and acquired
by men. The increasing number of female employees is mainly linked to the

laboratory activity of commmencing operation at new plants.
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Number of BorsodChem employees with permanent work contract
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The number of new employees has risen in the past two years due to our
iInvestments introduced previously. New employees join the BorsodChem
team with a definite employment contract at first and following a successful

probation period they are finalised with an indefinite contract.*®

BUDAPEST KAZINGBARGIKA

2019 2020 2019 2020
Permanent 25 24 Permanent 2,633 2,697
Fixed-term 7 10 Fixed-term 214 276

@Y

\

-
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BorsodChem has a Collective Bargaining Agreement, whose effect shall cover
all employees with an employment relationship in Hungary except for the

senior Management.

Ratio of employees affected by the

Collective Bargaining Agreement

Ratio of employees falling under the

effect of the Collective Bargaining 995% 995% 99.6%  99.4%
Agreement
Total employees 2,774 2,838 2,915 3,046

ABROAD GODOLLO

2019 2020 2019 2020
Permanent 13 18 Permanent 19 17
Fixed-term O 1 Fixed-term 4 3

8 There is a probation period in place also in case of a fixed-term contract.

% |n terms of the report we consider Hungarian citizens whose mother tongue is
Hungarian as local.

“0 Definition of senior management: top management level (n-1)

BorsodCGhem Sustainability Report 2019-2020

Number of employees falling
under the effect of the Collective 2,761 2,825 2,902 3,027
Bargaining Agreement

Both Hungarian and foreign citizens are included in the top management:

Ratio of local*® senior
2017 2018 2019 2020

managers® in %

Ratio of local senior managers 75% 75% 56% 56%
Local senior managers 6 6 5 5
Not local senior managers 2 2 4 4
Total senior managers 8 8 9 9
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management
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Number of new employees - Male

18 82 19
49 166 b?
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Number of new employees - Female

11 26
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The increase in 2019 can be linked to the headcount demand of the TPU Plant
and that of 2020 is due to the service headcount increase related to Site 4. We
expanded our engineering team typically with career starters or young talents
with less experience. Our students from the dual education system have also
become an important resource of our engineering succession wherefrom -
together with the students participating in our scholarship program — we can

welcome more and more young colleagues every year as our employees.
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Number of leaving employees - Male
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Number of leaving employees - Female

2020“ 11 17
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At BorsodChem - relative to the national average — the traditionally low
fluctuation has not significantly changed in the past two years either. In
2020 we experienced an even lower employee turnover ratio compared to
the previous years, presumably due to the uncertain labour market situation

caused by the pandemic.

Our environmental

Our social
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Number of new employees /
fluctuation

Average manpower- 2,745 2,809 2,888 2,983
Number of new employees 332 225 315 361
Number of leaving employees 191 192 194 168

Ratio of new employees/fluctuation

@

2017 2018 2019 2020

. Fluctuation - Ratio of new employees

“ Average statistical headcount between January 1 and December 31.
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HOW LONG HAVE YOU BEEN WORKING
FOR BORSODGHEM AND HOW WERE YOU
ADMITTED TO THE BG CAREER PROGRAM?

| started to work for BorsodChem on July 1, 2016 right

after graduating from the university. | was informed
of the BC Carrier Program in the course of its launch
in 2018 when | was invited to take part in the program.
| had to prepare a motivation letter for this about my
intention to participate and career plans. Since the
program coincided with my career plans in content,
therefore | submitted my application after a very short
deliberation. Afterwards | received a positive feedback
from the colleagues organising the program and so my
participation became certain thereby.

WHAT DOES IT MEAN AND WHAT ADVANTAGES
DOES THIS PROGRAM HAVE?

It is possible for those who participate in the program
to develop those competences, which are necessary to
fill in a managerial position later. When the program
commences, all participants must select a mentor
leader, who cannot be his/her own superior. With the
help of the mentor, the mentored person compiles an
individual development plan and the joint work starts
in the framework of which it is rendered possible to

Management

Qur environmental

We create value
performance

Our social
responsibility

participate for instance in such project works or at
meetings, which would not be feasible without the
program. Besides this there are training options during
the program with a focus on manager development.

WHY WOULD YOU RECOMMEND OTHERS T0
PARTICIPATE IN THE PROGRAM?

In my opinion, who consciously plan their careers and
wish to achieve a specific goal must take all opportunities
that bring them closer to their objective. Participation
in the Carrier Program - although it requires addition
effort from the participants -, but such development
elements become available in return, which would not
emerge in default of the program or only after years.
Since launch of the program, many participants have
been appointed manager, which further strengthens
successfulness of the program and it is in favour of the
participation.

.
s
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Retention and well-being of employees

In addition to workforce retention, the headcount increase required for the
operation of newly built plants has seriously challenged us in the past two

years. The Company headcount grew by 6% in 2019 and a further 4% in 2020.

Transmigration continues to affect chemical engineers, mechanical engineers
and electrical professional groups the most. In 2020 the largest rate of
fluctuation could be experienced in the field of engineering. In 2020 the
engineers voluntarily left mostly due to change of residence occurring as a

result of family reasons.

In 2019 we started to elaborate the career paths related to specific positions
defining the conditions required for professional promotion. By clearly
defining the requirements, BorsodChem ensures predictable and plannable
career path opportunities for its employees, which encourages them
for continuous development, studying as well as raises their skills and
performance to an upper level. In 2020 we also expanded the system to the

engineering field that is mostly affected by fluctuation.

In the past two years, we introduced measures and programs increasing
employee satisfaction to reduce the fluctuation and expanded the offer of

allowances.

Primarily HR Services and Communication are in charge of elaborating
and operating actions and systems to further increase our attraction, but all
department leaders must play an active role to enhance employee satisfaction
and through this the retention force.

In addition to recently introduced motivational programs, we facilitate
workforce retention by ensuring a possibility for all our employees via various
communication channels to be able to share their problems and questions

with the top managers in the form of appropriate forums.

BorsodCGhem Sustainability Report 2019-2020

We made continuous efforts to keep our manpower even during the
pandemic period. In certain positions, we ensured the option of remote work,
increased the rate of commuting contribution and also ensured equipment
required to fight against the pandemic. With this, we proved to our employees
that BorsodChem operates stably even under extreme conditions and it can

provide a secure workplace and income.

We consider the minimum guaranteed salaries as the basis of our employees’
waging. In the case of entrants with a secondary education, the starting/initial
basic salary is always compared to the guaranteed salary for the given year

and the diagram shows the deviation from this.

Ratio of entry-level wages and the guaranteed minimal salaries by gender

Under the Collective Bargaining Agreement, if the trade unions initiate
consultation in terms of the employer measure, decision or its draft, the
employer may not execute the planned action within 7 days reckoned from

the initiation.

In case of collective redundancies*, the related employees must be informed

30 days prior to communication of the notice.**

Any contracting or joining party may terminate the Collective Bargaining

Agreement with a 3-month deadline in writing.

Regulation related to the notice period

118%
118%
116%0 116%0
5 0
116% 5% 113% 115%
114% 114% 1%
114%
113%
11204
112%
1M11%

110%

108%

106%

2017 2018 2019 2020

- Ratio for women

‘ Ratio average (HUF) - Ratio for men(HUF)

42 The difference in years seen on the graph is due to the nominal change of
continuously developed wage and the guaranteed wage minimum values.

Employee notice 30 days
Mass headcount decrease 30 days
Employer notice 30 days
After 3 years +5 days
In cases of
. After 5 years +15 days
termination of
employment, After 8 years +20 days
depending on
the years spent in After 10 years +25 days
the employment
relationship with After 15 years +30 days
BorsodChem Zrt. and
. After 18 years +40 days
its legal predecessor
After 20 years +60 days

“When a firm makes at least 30 people redundant.
“ For the past several decades, such event has not taken place at the Company.
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Wage policy

We take pride in having been able to continuously
expand the range of employee allowances both in 2019
and 2020 and we had the chance to pay out the general
wage increase and the performance bonus. We executed
a larger extent of wage development in the employee
groups increasingly affected by the fluctuation relative to

the given annual average.

We developed our remuneration system in a way that
the genders have no importance when defining the
specific levels. The difference between the average
wages is attributable to the previously introduced
position types that are considerably different and can
be filled by various genders. We classify the positions
based on the HAY job evaluation. The annual income of
employees is adjusted to the position class benchmark of

the position line, thus ensuring their competitiveness.

All employees can obtain at least a 10% bonus annually

based on his/her performance evaluation.*

> The amount of bonus is at least 10% of the employee’s
annual salary.

BorsodCGhem Sustainability Report 2019-2020
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8 elements of our allowance system include the following:

SAFETY

Life insurance

:

Q

BorsodCGhem Sustainability Report 2019-2020

HEALTH

examinations,

Mini hospital,
Health week and month
Recreational allowances

Gym use,
Swimming-pool pass,

Yoga and Pilates classes

Free screening and medical

Introduction of

BorsodChem About the report

COMMUNITY

Team building events,
BC Kindergarten group,

Summer camp support,

Santa Claus celebration,

Family Day,
Safety week,

Christmas celebration

!

Loyalty bonus,

Post examination award,

Employee recommendation

award,

LEAN bonus,

Retirement award

AGKNOW[EDGEMENT’BASG ALLOWANGES

Employee Suggestion
Management award,

Our environmental Our social

performance

Supply chain

management Further information

Management We create value

responsinility

FINANGE

Bank service allowances,

CAREER

Mentor program,

Telekom package, Next Generation program,

Wage advance :
d ’ Internal rotation program,

Shopping benefits, Career program,

Voluntary pension fund
contribution,

Apprentice fee support,

. L traini |
Emp|oyee SUbSIdy anguage tralning

Training and conferences

&

T

RETENTION

Housing interest-free loan,
Bonus system, Accommodation allowance

Higher shift allowance as
stipulated by law, standby
compensation

Night-shift extra allowance,
Cafeteria system,
Commuting support,

Allowance for work on 24th
December

® O ®O®
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Employee satisfaction

Since 2013 BorsodChem has performed an employee

satisfaction survey every year. The management
envisages to improve employee satisfaction year by year,
however, the satisfaction of our employees somewhat
dropped. The decrease is ascribable to the stress and
uncertainty related to the coronavirus pandemic. We
alm to counterbalance these negative impacts through
employer care, a lively work environment and an

excellent workplace atmosphere.

In 2020 we prepared a completely new and considerably
shorter questionnaire due to which the filling time also
decreased and this way the number of respondents also
grew. Compared to previous years, we examined age and
school qualification in addition to years in service during
fillings. Content novelties also enabled the examination
of dimensions not measured before — however being
of key importance in past years in terms of employee
satisfaction — for example, how much employees would
recommend BorsodChem for their acquaintances or
what those factors are that would foment them to find a

new workplace.

We made the following establishments based on the

guestionnaire results:

The employees are mostly motivated by material

acknowledgement, positive managerial attitude
and good work atmosphere and in default of these
factors they would principally decide to find another

workplace.

BorsodCGhem Sustainability Report 2019-2020

The employees are less satisfied with the salary and
allowances and they are the most satisfied with the
accomplished activity, their leader and the possibility
of utilising their abilities.

Our actions taken on the grounds of findings of the

employee satisfaction survey:

In the wage agreement of 2021 — in addition to the
basic wage increase — we stepped up the Cafeteria
spending limit and the bonus due after the acquired

new post examinations by 20%,

We introduced the "Employee Support Program". The
program is a service financed by the employer to serve
employees in solving their personal and occupational
problems (legal issues, financial problems, mental
health and physical health).

We expanded the career path system to other

organisations and positions.

Employment relations

The two interest representing organisations operating
at the Company (Chemist Trade Union of Kazincbarcika,
Trade

Employees) play an important role in the dialogue

Independent Union of Chemical Industry

between the employees and the Management as
well as making decisions. Our Manhagement nurtures
with the interest of

partnerships representing

organisations. Our cooperation is characterised by
openness, constructivism and honesty. The frames of

cooperation are regulated by our Collective Bargaining

Agreement that is realised based on good faith, fairness
and mutuality principle. We believe that the satisfied
employee team is the basic condition of implementing

our strategic objectives.

Diversity and equality

It is our goal to incorporate the basic principles valid for
the company and individual behaviour outlined in our
Code of Conduct in the company work culture with the
contribution of all our employees. All our leaders shall
bear the responsibility of achieving this as well as both its
legal and ethical compliance. We consider the protection
of human rights, diversity and equality important with a
view to those applying to the Company, our employees
and partners and we expect them to accept our Code of
Conduct and other regulations that contain any related
principles. We are committed to paying close attention to
that our interested parties should not suffer any negative
discrimination. We apply the principle of equal treatment
in the course of hiring new employees, evaluating them
and also the termination of the employment relationship,
which is also stipulated by our Collective Bargaining

Agreement as a requirement.

Becoming familiar with the content of our Code of
Conduct and our Whistleblowing Policy is an integral
part of new employees’ compulsory training schedule.
In 2020, all our employees became acquainted with our
renewed Code of Conduct in an online training form.
We regularly hold ethical trainings and presentations for
our managers about the issues and results of customer

audits.

We successfully closed down the customer audits
conducted during the reporting period, therefore our
customers could also make certain of our efficient

operation according to our ethical value order.

For the sake of the protection of human rights and equal
chances, we ensure various communication channels so
that affected parties could make their announcements.
We handle any potential complaints related to diversity
and equality of chances according to the Code of
Conduct, the Anti-Fraud Policy and the Whistleblowing
Policy. The announcements are managed by Compliance
& Internal Audit. The investigation takes place along with
the observance of relevant and effective laws and respect

for the human dignity of related persons.

Appearance and spread of the coronavirus caused great
damage to the social relations of people not only in their
private life but also at the workplace. A consequence of
protection against the coronavirus is that we could not
hold our annual Company celebration - when we greet
those employees, who have worked for BorsodChem
for several decades and they truly contributed to our
Company’'s development and successes with their work
— Iin the traditional way in 2020. It is an extremely great
value for the Company that some employees spent 25,
30, 35, 40 or even 45 years with us, what is more, we have
an employee with over 50-year employment relationship.
They ensure the continuity and knowledge transfer

between generations during daily operations.
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Management
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Middle
managers

Senior managers

1570 516 599 246 78 28 9
2017 2018 2019 2020
Gender (%)
. Male . Female
Male 98.5 38.4 0.9 939 04.1 82.1 88.9
Composition of top management by age group
Female 1.5 ol.o 39.1 o.1 359 179 11.1
10
Age (%)
b
0 5 i)
5 A <30 15.5 18.0 20.7 2.4 1.3 0.0 0.0
J J
30-50 5477 46."7 56.9 68.7 75.6 75.0 33.5
0 50< 29.7 35.3 22.4 289 231 250 ©06.7

2017 2018 2019

B <0 B350 M so-<
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Wu Renzhi (Janos)

Manager Coordination
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WHEN DID YOU ARRIVE AT BORSODGHEM AND
WHAT WERE YOUR FIRST IMPRESSIONS?

| arrived in Hungary in 2011 as a translator, when Wanhua
purchased BorsodChem. Everything was new and
unknown for me here. Kazincbarcika is a calm and peaceful
little town, its residents are very friendly and hospitable.

The year 2011 was a difficult period in the life of BorsodChem
at the time of ownership change, but the future held a
lot of opportunities and uncertainties. Besides the joint
objective of the Hungarian and Chinese colleagues, i.e. to
build a better and safe future for BorsodChem, debates
also occurred because of the cultural differences. As one
of the first interpreters who arrived here, | was the only
communication channel and for this reason | felt a great

responsibility.

PRESUMABLY HUNGARIAN IS ONE OF

THE MOST DIFFIGULT LANGUAGES IN THE
WORLD. HOW ARE YOU GETTING ON IN THE
HUNGARIAN ATMOSPHERE?

Hungarian is a very difficult language. In my opinion,

four years of language learning at the university is not in
the least sufficient to work and live in Hungary. When |
first arrived at BorsodChem, | needed a large amount of
chemical vocabulary for my work that | did not have then
and it caused me huge stress during this time. Fortunately,
my Chinese and Hungarian colleagues were very friendly
and patient and provided me with a lot of help. By

Management

Qur environmental

We create value
performance

continuously acquiring the knowledge and vocabulary
related to the chemical industry and accumulating the
experiences in several translations and interpretations, |
was able to gradually and easily fulfil the tasks assigned
to me. In everyday life, my interest in Hungarian culture
and history encourages me to watch a lot of Hungarian
films, read many books and participate in various local
activities. My language knowledge has substantially
improved over time. Certainly, language learning is not
over yet. It is like paddling against the stream, when you
stop the paddle, the flow of the river will take you back to
where you started.

WAS IT EASY TO TAIL IN THE FOREIGN
ENVIRONMENT/GULTURE? GOULD YOU MAKE
ANY FRIENDS?

It is never easy to get used to a new culture. China and

Hungary show obvious cultural differences concerning
dining, lifestyle and work methods. Handling cultural
shocks is very challenging for everyone when he/she
comes here. | think in the interest of adjusting to the new
environment as soon as possible, the most important
determination is for us to leave our comfort zone and we
should have an open mind and a receiving heart. Keeping
this philosophy in view, | met a lot of good people during
my ten years in Hungary spent at BorsodChem and |
made valuable friendships. They helped me a lot and
| came to like the Hungarian culture even more. | hope
to play a more important role also in Chinese-Hungarian
cultural communication in the future and | can contribute

to the harmony of different cultures.

Our social
responsibility

Supply chain
management
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Training and development

A well-trained stock of professionals and managers
is one of the basic conditions of safe, efficient and
successful operation in the long run. Accordingly, we lay
a great emphasis on the development of our employees.
Training & Development is responsible for organising and

arranging the trainings at our Company.

Training possibilities:
E-learning training for new employees concerning the

most important information related to BorsodChem.

Access to internal E-learning training materials via SAP

SuccessFactors Training Module.

Next Generation Program for our career starter

colleagues with a higher qualification.
4-week specialised training for new system operators.

Assignment of a mentor to each new employee
who helps with professional apprenticeship and

adjustment for a year.

Talent and Carrier Program for talents with an

outstanding performance.

Managerial skills development training, presentations

and workshops for our managers.

Internal rotation program to become familiar with

another field.

Participation at external training and conferences.

We made efforts to ensure the qualified manpower
required for our new plants within the framework
of training activities organised and financed by our

Company jointly with our partner schools. We launched

BorsodCGhem Sustainability Report 2019-2020
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Number of training hours

Management
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2017

2018

. External trainings . Internal trainings

chemical system operator training 3-4 times a year with
them for a group number of 20-25 persons occassionally.
By seeking more flexible training frameworks, we
started to elaborate a training construction where the
participants enter into employment relationships from
the beginning of the training and received the required
knowledge as internal training. We develop the training
material by focusing on our technologies in a way so
that at the end of the training the participants should
be prepared — after a short apprenticeship period in the

plant — for independent work.

4 The number of training hours per capita, which does not
include online training, was calculated with the average
statistical headcount.

2019

. Training hours per employee“é

In 2020

attendance training was cancelled due to the

the majority of external and internal

pandemic, therefore the number of training hours

shows a considerable decrease. However, more

emphasis has been placed on the development

of online education and e-learning materials. The
e-learning materials are individually processed, so they
were not taken into account in the calculation of the

training hours.

Our social

supply chain

responsinility management

In 2019 1 9,984, in 2020 a total
of 37,737 training activities

were realised in the system.

successractors Training module

In 2019 we introduced the SuccessFactors (SF)

Training module that changed our training
administration and training organisation practice
in its base. Being different from previous interfaces,
all employees have direct access right to SF and this
way he/she can arrange and maintain his/her training
activities: he/she may request training, apply to an
announced training and also monitor his/her training

history.

Another main advantage of the training module is
that it provided the opportunity to apply to a wide

range of online training and E-learning. Previously

this training form was comparatively rarely included

in our programs, but simultaneously with the
introduction of SF, we strived to make the so-called
“E-learning” popular and acceptable within the scope

of colleagues.

674 online available in the

SuccessFactors system

trainings are

Every month we have 3,000 training activities
on average that were almost exclusively online
training in the past year.

® O WO ®
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Gabriella Kovacs

Coordinator of retraining course for system
operators
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YOU HAD AN IMPORTANT ROLE IN THE
IMPLEMENTATION OF THE INTERNAL SYSTEM
OPERATOR SCHOOL. WHAT DIFFIGULTIES DID
YOU HAVE TO FAGE WHEN REORGANISING THE
PROFESSIONAL TRAINING?

Because of the transformation of professional training,

from this year it is not possible to train chemical system
operators in the form of adult education according to
our former practice any longer. To satisfy the operator
headcount demand of BorsodChem, the system
operator retraining was replaced by the internal training
of "Technology System Operator" launched in February
2021.

When compiling the educational material of the
training, what we kept in view was to train system
operators for the production plants of BorsodChem,
who have a usable basic knowledge to acquire the
knowledge required for operating the technological
processes. The new training schedule containing 480
theoretical lessons was supplemented by BorsodChem-
specific material elements keeping useful parts of the

old syllabus.

Management

Our environmental
performance

We create value

Our social
responsibility

supply chain
management

HOW DOES THE TRAINING PROGRAM
PROGEED?

According to the training program, first, the basic
chemical and technical knowledge are deepened
- considering that participants arrive here with
different knowledge levels - followed by the training
on consecutive professional materials. Outlining the
conditions of safe work and environmentally conscious
behaviour is also a part of the primary training. We
requested internal trainers for our technology system
operator training, who are considered to be experts in
the given field at the Company. We seek to demonstrate
the theoretical information to participants through
practical examples and visual aids. In addition, we
make the training more diversified using interactive
digital training materials, thus assisting the acquisition
of knowledge. It is our goal during the 3-month long
training to provide a solid base to hold their ground

subsequently in the technological field.

Jozsef Csorba

Coordinator of retraining course for system

operators
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Our training and educational results

Playing an active role in launching the professional training 4.0 strategy as

a presidential member of the chemical Sectoral Skills Committee

The chemical engineering training course successfully started at the

University of Miskolc and in 2020 a quadrilateral cooperation was
started (with the participation of the University of Miskolc, the town of
Kazincbarcika, Janos Irinyi Reformed Educational Center and BorsodChem)
for the development of chemists training and placement of the

correspondent chemical engineering training course to Kazincbarcika

Establishment of an operational laboratory for the practical training of

university students

Health and Safety

We defined and state our commitment to safety and the measures required
to reach them at all levels of the Company to develop the safety standard at
Company level, safety awareness, observe rules, intensify the safety culture
as well as follow the principle of "l am responsible for the safety of my work

area'"4”

All our employees shall assume the responsibility for maintaining safe
working conditions and minimising risks, we raise our employees awareness

through a multi-level safety training system.

Our mandatory occupational safety trainings:
Safety training for new employees: for all new recruits before starting work
Regular refresher training on a quarterly basis

Safety trainings to be passed every fourth year: for all colleagues working in

the plant/technology field

BorsodCGhem Sustainability Report 2019-2020

In addition, the nature of the site and the job will determine the need for
additional training, e.g. Boarding work permit issuer training/Work permit
issuer training/First aid training/ADR knowledge/Fire protection exam

training

Our Company has been operating its OHSAS (Occupational Health and Safety
Assessment Series) system according to the OHSAS1I8001/ISO45001 standard
since 2010, which was supplemented by the PSRM (Process Safety and Risk
Management) system introduced in 2018. The basis of our management
system is the assessment and identification of risks, specification and

introduction of risk reduction measures.

The annual risk assessment covers the following areas:

major health impairment effects of positions (occupational),
risk assessment of the effect of chemical pathogens,
quantified risk assessment of carcinogenic materials,
psychosocial risks,

other occupational safety hazards and related risks.

We monitor the disclosed risks and the measures made for them in a
computer database. We inspect their implementation monthly and we also

include the statements prepared of the risks in the executive report.

In case of severe accidents, we execute an extraordinary risk assessment and
define risk reduction measures on the grounds of the work processes review,

onsite visit and a quantified evaluation.

We operate a health monitoring system in cooperation with the health
service provider operating on our site to prevent occupational diseases.
Regular medical screening examinations defined for positions ensure the
recognition of potential diseases in due time. For instance, we perform
tumour marker and BEM examinations within the range of employees
classified according to risks. Furthermore, we also enable participation in

genotoxicity examinations. No lethal accident and occupational disease

occurred during the reported period on the BorsodChem site. The diagram
below summarises the number of injuries and accidents not accompanied by
loss of work time, requiring first aid and accompanied by loss of work time
(AC4 and AC54®).

Injuries and accidents

30

25

20

15

10

First Aid4® ACS5 AC4

B 200

M 2020

47 You can read more about it in our Health-, Safety- and Environmental Policy and
objectives here and here.

4“8 AC 5: 1-3 day injury accompanied by loss of work time that is not reportable,
AC 4: Reportable accident, an injury that entails the loss of work time.

4% The First Aid category was introduced in the last quarter of 2019, full annual data
is available for only 2020.
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Our Occupational Safety and Health Management System shall cover all our
employees. In the plants so-called HSE coordinators arrange for coordinating
the work safety and health protection, safety and environmental tasks of the
area, calling the attention of managers, employees and contractors to the
differences, examining the suggestions of employees and carrying it on to
plant manager level. Our employees can also contribute to the continuous
development of workplaces and processes with their ideas and suggestions

via our ESP®° system that serves this purpose.

A Parity Work Safety Board® is operated at our Company that provides an
opportunity for employee interest representation. Presidency of the employer
and the employee side changes annually. The annual tasks are registered and
the president supervises its fulfilment. The regular meetings are documented

and held systematically.

Our “Safety First” motto is incorporated in our allowance system®? and it has

several health- and safety-related elements.

Health services

Our employees receive special medical care in our occupational medical
office equipped with modern equipment. Besides compulsory screenings,
our employees can contact the doctors of our occupational health service

provider at any time during regular surgery hours.

We set
consciousness thus supporting the strengthening of our employees’ safety

it a goal to highly emphasise the development of health
consciousness. Our recently introduced allowance element enables our
employees to utilise such independent private health services for free, which
help the preservation of health, the prevention of diseases and their early
recognition as well as they provide easy and quick access to professional

medical care in case of complaint.

BorsodCGhem Sustainability Report 2019-2020

We have added the so-called *Mini-hospital” service operating on our site
where our employees can take part in voluntary screening examinations
and treatments. Within this framework, 15 medical examinations became
available onsite and we procured advanced medical instruments in a high
value to ensure a high standard. In the Company’s occupational medical
office, physiotherapy, medical exercise and medical massage ordered by
specialists can also be requested in a prearranged time and it can be utilised

onsite.

In 2018 we introduced a new allowance form covering all employees that
iIs a health insurance service financed by an insurance company. All our
employees have a membership card with which they can utilise the services.
The health service can be expanded to close relatives and in this case, the
employee must individually pay the insurance fee related to them.

Coming of the world pandemic also highlighted the importance of a
healthy lifestyle and it became a key issue to lay even more emphasis on
health-conscious approach and movement in 2020. Within the frame of our
challenge program, we ensured 4 occasions for organisational units during
the year to show how actively they perform the trials. As a result of it, we spent

nearly 441,400 minutes with free-time exercise.

The Hungarian Mass Sports Association forwarded the tender of
BorsodChem from Hungary as the only one to the international

competition.

In the past 2 years, we further developed and expanded our challenge

program series supporting health consciousness.

A week for health

We organised the Health Week in 2018 for the first time to make it a
tradition linking to the challenge program series announced in the
reflection of a healthy lifestyle and the conscious shaping of employees’

views.

In 2019 we went on with this initiative, so we repeatedly devoted a week
between September 16 and 20 to focus attention to the health-conscious

approach and movement.

Prevention and screening examinations were supposed to play a key
role in the event schedule since prevention and the identification of risks
considerably contribute to maintaining our health and positively influence
our life quality. Additionally, in the course of the week, we revealed the
secrets of health-conscious nutrition, effective stress management being
a part of our everyday life and an active lifestyle.

During the week we gave out apples at many points of the Company
in the frame of fruit days driving employees to eat fruits. In addition, we
broadened the offering of the works canteen with new items and we also

enabled employees to buy apple, pear and meat products originating

from sustainable management.

50 Employee Suggestion Program

> Parity Work Safety Board: a board made up of an equal number of parties, i.e. the
representatives of the employer and the employees

2 Further information can be obtained here.
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Szilvia Sebdk

Communication Referee
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AS THE GOORDINATOR OF BORSODGHEM
SPORTS EVENTS, WHIGH INITIATIONS WOULD
YOU HIGHLIGHT FROM THE PAST YEARS?

As part of the complex health and exercise program

supposed to create the health culture, we launched the
“Challenge program” series to encourage the exercise
of our colleagues, within the scope of which we
regularly provide the opportunity for the organisational
units to “compare their forces”. In May 2019 we
entered into a competition for the title of “The most
Sportive Workplace of Hungary” with the most teams
in the country, i.e. 23 teams (133 persons). During the
Challenge Month, we could not only compete in the
showdown among organisational units but also for our
workplace moving together with the country. Within
our health week, the running competition organised on
our Kazincbarcika plant site was a great adventure for

our employees.

10W GOULD BE COLLEAGUES ENGOURAGED
10 DO EXERCISE ALONG WITH THE PANDEMIG
AESTRIGTIONS?

The appearance of the world pandemic overwrote

our daily life and made us shift from our “comfort
zone” and necessitated the application of specific
solutions. In 2020 with our first trial (Workout at

home!) we focused attention on the immune system
reinforcement effect of the active lifestyle. We
switched over to online form so that our employees
should not go without the weekly Pilates and Fit
Training lessons held at the Kazincbarcika and Godollé
sites including other sport possibilities. Worldwide
cancellation of the “Challenge Day” did not break
our enthusiasm either. Rethinking it and seeing the
workload of the health provision system caused by
the coronavirus, we combined our forces for them
in May thgough the “Challenge Month” organised
by us. We considered the collected minutes not only
in the competition, but our Company exchanging
these minutes into money offered a donation in a
value of HUF 1,520,000 for the modernisation and
asset procurement of the Ambulance Station of
Kazincbarcika. With respect to the pandemic, the
role of health has grown in value, thus we offered
our thematic programs formerly concentrated on
the Health Week throughout September in the
form of scheduled screening examinations as well
as professional and exercise videos. We did exercise
through the month that we closed by a Virtual site run
(performance of 3 km in an arbitrary place and time)
also joining the “European Sports Week".

WHAT PROGRAMS ARE EXPEGTED IN THE
NEAR FUTURE IF THE MITIGATION OF
RESTRICTIONS GONTINUES?

As regards 2021 we participate in the Colour Run in

August with our own team again. In September we
repeatedly devote a month to health, which we hope to
fill with more and more community programs owing to
the mitigation of pandemic restrictions. At the end of
the year, we will put the colleagues on a final trial and

afterward we will announce the winners of the year.
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Local communities

The Town Council of Kazincbarcika confers For the

Public Safety of the Town of Kazincbarcika award once
a year to those persons or communities who perform a
surpassing quality work for the public peace of the town,
maintenance and improvement of its public safety or
who successfully hold their ground in extraordinary
situations as high-performers. In 2020 the town
management and the professional advisory board in
conjunction with several other organisations evaluated
that the Onsite Fire Department of BorsodChem highly
contributes to maintaining the safety of the town of

Kazincbarcika.

As an acknowledgement of this, the Fire Fighting
Commander of our facility on behalf of the Onsite Fire
Department could take over the “For the Public Safety
of the Town of Kazincbarcika Award” from the town

superiors.
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Levente Demko

Fire Fighting Commander
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N JUNE AS THE FIRE FIGHTING COMMANDER
)F BORSODGHEM, YOU COULD TAKE

JVER THE “FOR THE PUBLIG SAFETY OF

THE TOWN OF KAZINGBARCIKA AWARD™.
GONGRATULATIONS! WHAT AGTIVITY WAS THE
AWARD GIVEN FOR?

By the award primarily BorsodChem's safety policy and

the efforts made for the safety of those who live in the
neighbouring settlements and certainly the devoted
activity of the Onsite Fire Department's staff were
acknowledged. In default of these, life would be much
riskier in the settlements close to our Company. The
activity that the firefighters do day by day is very complex
and hazardous. Despite this, relying on the professional
knowledge acquired at the training and the experiences
gained during the years in live situations or drills, they
are ready at any moment to respond to a potential
emergency case as soon as possible considering all
elements of professionalism during their years in service.

WHAT FEELINGS DID YOU HAVE CONGERNING
THE NEWS OF THE ACKNOWLEDGEMENT?

Of course, | was proud to hear the news. | am grateful
that it is not only us who consider our job important
and efficient, but also the town management and the
award confirmed it for us. We owe appreciation for this!

WHAT SPECIAL GHALLENGES MUST A
FIREFIGHTER BE PREPARED FOR AT A
GHEMIGAL COMPANY?

As we usually say: anything may happen here! A

beginner firefighter must meet lots of criteria to get
among those at all, who may become a firefighter.
Due to physical power, stamina, psychic compliance,
panic negligence, etc., the chemical industry is just
“icing on the cake”. After obtaining the appropriate
fire fighter qualification comes the real challenge! 24-
hour standby service, obtainment of site experience,
knowledge of the physical-chemical properties of
hazardous substances, protection against them,
acquisition of operating firefighter vehicles, knowledge
of built-in fire protection system, resistance at endless

drills and finally compliance in live situations.

The challenges are great, but still, my colleagues like
working here and it is the most important feedback for

me.

Our social supply chain

responsibility management Further information
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RESPONSIBILITY FOR QUR GUSTOMERS

Health and safety

Knowledge of the properties and effects of our chemicals is the basic
condition of safety. We are fully committed to the implementation of REACH
and for this reason, we closely cooperate with our customers and suppliers.
We registered all materials that we produce according to the direction of
REACH. We keep our safety data sheets up-to-date in conformity with the
REACH and CLP regulations.. We send the safety data sheet of the purchased
product to all our customers via our company system in the customers’

communication language.

Every year we issue hundreds of statements and declarations upon our
customers’ request related to product composition as well as the observance

of various national and international regulations.

The majority of our products are hazardous goods and their handling calls for
special attention both on our and the customers’ behalf. Any manipulation
of the product requires appropriate expertise from raw material supply
to unloading/discharge of product at the customer. Only a driver with an
ISOPA card can transport an isocyanate (MDI, TDI) product, organized by
BorsodChem, the card that certifies that he acquired the training material
compiled by the isocyanate producers association, i.e. ISOPA and he has the
information related to handling the respective hazardous substance. We take

this action for the safety of our customers and the freighter staff.

We record and investigate the safety shortcomings that came to the

knowledge of our employees in the database established for this purpose.

BorsodCGhem Sustainability Report 2019-2020

HSE non-conformities detected during the inspection of the contractors

2017 2018 2019 2020

Property protection 7 11 7 33
Traffic safety 175 23] 221 251
Environmental 8 7 8 25
Safety 198 292 248 528

The significant growth in the number of safety incidents came from the
accelerated inspection of the health mask-wearing practice of enterprises
performing contractual work on our site as well as it was caused by the
remarkable rise of contractor number in 2020 accompanied by the large number

of investment projects.

As part of our Integrated Management System we defined a Safety Policy as well

as goals and objectives in line with it and we launched their implementation.

The safety performance is periodically assessed based on the HSE key

performance indicators marked out at the company level.

Based on the recommendation of the trade association ISOPA, we execute the
Walk the Talk program upon our customers’ request (in case of 3 customers
in 2019-2020), at which we hold training on safe materials management and
protective equipment use. Also requested by customers, we conducted an onsite
audit, where we inspected the customer’s unloading and product handling
practice and we made recommendations for the development of their processes

to enhance safety and health protection.
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Data protection

Safe data processing is a basic requirement in business life, which serves the
interests of our Company and our partners at the same time. The loss and
leakage of data may cause harm to our Company, employees and partners

equally as well as it may also hurt fair competition.

We defined our expectations for our suppliers in the Supplier Code of
Conduct issued in 2020, which among other things also covers data
protection. As we also expect it from our partners and competitors, we do
not attempt to obtain information related to the business activity of our

competitors either in an unfair and unlawful way.

We treat our customers in a discreet manner, which also covers the
protection of information received from them and its confidential treatment.
We consider all partnership information as confidential at BorsodChem and
we handle them in line with our Information Security Code and Information

Security Policy.

With the GDPR coming into effect, we issued a special regulation related
to the protection of personal data that ensures the fulfiiment of legal
requirements. We organise trainings for our employees to be aware of their

rights and liabilities related to personal data processing.

A responsible information security expert is employed at our Company for

the enhanced provision of data protection tasks.

From 2019, besides the Whistleblowing Line data subjects may report their
concerns and complaints related to data protection as well as any potential

personal data breach at the e-mail address of infosec@borsodchem.eu.

In 2019 and 2020 no personal data breach occurred falling into the scope of

liability of BorsodChem.

BorsodCGhem Sustainability Report 2019-2020 @ @
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responsibility

RESPONSIBILITY FOR LOGAL COMMUNITIES

As a responsible employer, we are not only committed to supporting local
communities,>® but we also highly focus on environmental protection and
safety. Our Company is characterised by sustainable operation and our
activity, as well as responsibility, reach over the plant gates. We do not
only pay special attention to maintaining employee health, but we are
also committed to helping local communities. However, the Open Days
traditionally ensuring one of the most direct discussions were cancelled due

to the pandemic, several contact methods remained.>

The Dispatcher Service receives the announcements from external interested
parties or requests related to information 24 hours a day and arranges
for their investigation. Following the announcement, the competent
organisation informs the notifying party about the causes of the incident and
the potentially taken actions. In 2019, one announcement was received due
to the effects of noise and odor. In 2020, four announcements were received
in two cases of atmospheric emissions, and one more in each case due to the

effects noise and odor.

Available for an external party at any time in case of an emergency or any

other question: Dispatcher service phone number: (+3648511515)

53 Definition of local community: the population of settlements located within 25
km range of the site.

54 Further information can be obtained here.

BorsodCGhem Sustainability Report 2019-2020

In 2019 and 2020 we worked to create value for our stakeholders, colleagues
and society. We managed to further elevate the Company’s cost-effectiveness
in 2020, which was a key factor to efficiently handle the recession generated

by the COVID-19 pandemic crisis and reach further successes.

The successful operation of our Company substantially influences the social
processes in the region, since as one of the largest employers in the area we

contribute to the subsistence of numerous families. We consider it especially

Establishment of thermoplastic
polyurethane plant

With the implementation of the investment, the Owner Wanhua starts
thermoplastic polyurethane production in Europe in addition to the
production capacity in China in line with its strategy. The new plant is of
key importance since it generates a more diversified product portfolio,
which further facilitates successful and efficient operation. The product
having outstanding technical parameters is a versatile raw material that
ensures excellent innovation possibilities. Its strength is flexibility and
resistance that it can provide reliably in a wide temperature range. Its

major areas of application are automotive and shoe industry, construction,

technical goods production and it can also be used for therapy purposes.

The establishment of the new plant creates new workplaces, by which it

contributes to regional development.

important to ensure a predictable and stable workplace for the region’s

population.

The new plants and our continuous developments require headcount
expansion, thus we could create new workplaces. BorsodChem actively
supports secondary and higher education, which contributes to ensuring the

properly qualified manpower in the region in the long run.
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We are committed to the economic development of the region and in this
spirit, we primarily support Kazincbarcika and the neighbouring settlements
and we have relations with several facilities of the country in the field of

education.

Key areas constituting the foundations of BorsodChem’s support policy:
Enrich the cultural life of Kazincbarcika and neighbouring settlements,
Support local and regional environmental projects and events,

Making healthy lifestyle popular within and outside the Company and

support mass sports,
Support organisations that perform the assistance of socially in need,

Raise the standard of education in the region and “build” the future

generation of chemists,
Support activities related to the Chinese culture,

In 2020 many of our events were cancelled and we could hold the following

programs in recent years:

2019: 4 residential information, 2 public hearings, 2 tree-plantings, 1

residential open day, 2 bird watching
2020:1tree planting, 1 LIFE project outline

In 2020 we could not organise the traditional christmas donation collection
either due to the situation caused by the pandemic. However, there are
still people in need, who await the help of those who wish to donate. We
organised a new type of collection to bridge the restrictions that developed
due to the pandemic situation and everyone forwarded the offered donations
individually to the organisations provided by us, for whom we used to collect

in the previous years as well.

BorsodCGhem Sustainability Report 2019-2020
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Rethinking the “You Pick It! Volunteer for a clean Hungary!”"! movement
we organised a waste collection action within the range of our
employees in March 2019. Our goal was to clean the outdoor areas in
the direct proximity of our Company, BorsodChem housing estate and
the bus station at Szent Fléridn tér including the area of the Industrial
road next to BorsodChem site IV and along Zagytéri ut as well as the
area girding our Godoll6é site. Nearly 140 employees joined our waste
collection program, who helped us collect approx. 350 bags of waste and
other waste of larger size.

Tree planting of BorsodChem employees

performance

Our social

responsibility

supply chain
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RESPONSIBILITY FOR SUGCESSION

We lay a large emphasis on the training and education of future generations
and our programs are primarily targeted at youngsters in secondary and

higher education.

We hold career path orientation programs starting at the age of primary
school e.g. the chemical study circle organised for 8th graders. In addition, we
operate a scholarship program for secondary and higher education students

with outstanding abilities.

In consideration of our Company’'s demands, we have an increasingly larger
role in chemical specialist training, therefore we also support secondary
professional training and higher education with professional traineeship
possibilities. Within the framework of the cooperation agreement concluded
with Irinyi Janos Reformed educational Center of Kazincbarcika we outline
our activity and technologies for chemical students during mid-year and

summer professional practices.

We launched a chemical faculty at the Szalézi Szent Ferenc Secondary School
of Kazincbarcika, which prepares students for further studies in the chemical
iIndustry career path as part of the curriculum. Our Company provides
professional support for compiling the curriculum and ensures raw materials

for various experiments and also offers a plant visit opportunity for students.

As a dual training site we participated in higher education training and
related students take part in practical training at our Company according to

the dual curriculum of the given faculty.

In 2006 our Company established outplaced chemical departments jointly
with the University of Miskolc and in 2018 with the University of Debrecen,

with which we tightened our professional and educational relationships even

BorsodCGhem Sustainability Report 2019-2020
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more. We support the training of materials engineers at the University of
Miskolc in cooperation with the Institute of Chemistry. It is an extraordinary
success for us that we could contribute to the start BSc degree course in
chemical engineering at the Faculty of Materials Science and Engineering
from September 2019 and MSc degree course in cooperation with the

chemical companies of the county from February 2021,

However, our training activity does not stop at the level of educational system
training. To satisfy our increased manpower demand we operate chemical
system operator retraining programs in the form of adult training for job

seekers and those who wish to change their careers.

We established our own Training Center on our Kazincbarcika site to gear
up the efficiency of trainings that we equipped with the visual aids required
for practical training. In addition to the retraining programs, the facility also
houses several of our internal training activities and professional practice

engagement for secondary school students.

Our Company continuously makes efforts so that chemical training should
be among further education options that are favoured and gladly chosen
again both at the secondary and higher education level. We introduced two
measures in the spirit thereof: we provide our employees with enrolment
support and career orientation bonus, whose child pursues chemical studies

either at a secondary or higher level.

Our environmental

Our social

performance responsinility

supply chain

management Further information
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Our Company’s external training and development programes:

Program
description

Target group and objective of the program

A club for 8th grade students of Kazincbarcika,

Number of
participants
(in 2019-2020)

Chemistry which aims to inspire the basics of chemistry 10 |
eople
club amongst interested students using Peop A ISR CLEGYE T
gamification Ty
Raise the interest of 11-12 grade students of University of Miskolc, Distinguished Sponsor Award
Chemistry Szalézi Szent Ferenc Secondary School in
faculty the chemical industry and prepare them for 10 people The University of Miskolc is the strategic base of BorsodChem's employee
chemistry matriculation. succession with a higher qualification since at present the number of our
- . colleagues is 227, who graduated from this institution. We also closely cooperate
C.areergwdance prégrams organized tor as regards training. Currently, our Company provides a dual training site for
Ca.reer ) different groups (primary school, secondary, Approx. 600 14 university students and 5 students pursue their studies with BorsodChem
orientation girls, youth groups, etc.), sometimes attended , .
. . . people in 2019 scholarship.
days by our organization, sometimes organized by
us. We are highly delighted that 22 chemical engineering students began their
Chemical studies in the first year in September 2020.
System operator retraining course, where
system Approx. 80 . . :
tor BorsodChem covers the full cost of the cople per Our owner, Wanhua and personally our former Chairman and Chief Executive
opera
F:: .. training, the travel expenses, and provides peopiE P Officer, Jiansheng Ding had a considerable part in the foundation of the third
retrainin , . . ear . : :
course J monthly financial support to the participants. J Confucius Institute in Hungary both as a suggester and a supporter. In case of the

Professional

Various practical programs for secondary

Secondary: 63

practice school and university students. people, Higher: institute. However, an exception to it is the University of Miskolc, whose partner
programs 34 people institute in China is the Beijing University of Chemical Technology, At the

. . . . Secondary: 25 same time, this choice also ensures a trade partner for the University of Miskolc
Scholarship  Various professional practice programs for people, Higher: concerning the recently launched chemical engineering training course.
program secondary school and university students. 6 people

Our future goal is to fill in our relationship considered as strategic at present with

Du.aI. Du.al tra.m-’\ing in cooperation with three 18 people wider and even more colourful content trusting that with this step we will arouse
training universities the interest of the best graduates from the University of Miskolc towards our  Chemistry facultation

BorsodCGhem Sustainability Report 2019-2020

majority of over 500 Confucius Institutions in the world aiming at popularising
the Chinese culture and language, the Chinese partner is usually a liberal arts

Company.
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Interview with Kinga Ban, Dual training coordinator

INWHICH YEAR WAS THE FIRST DUAL TRAINING
REALISED WITHIN BORSODGHEM AND WHAT
BRANGH/BRANGHES OF STUDY IS/ARE AFFECTED?

In 2016 BorsodChem was among the first ones that

joined the scope of domestic economic associations at
the time of introducing the higher dual training system,
who actively participate in university education as a
dual partner organisation. At present, we have a dual
cooperation agreement with three institutions, these
are the University of Miskolc, the University of Debrecen
and the University of Pannonia. In addition to chemical
engineering, materials engineering and mechanical
engineering students, we also accept students who
pursue economic science studies within the frames of
cooperation. A characteristic of the dual training form
is that the students spend a decisive part of the period
of the term at the partner company with professional
practice. Through this, they gain such proficiency in the
given trade and in the life of work, which will ensure a
considerable advantage for them in the labour market
after completion of their studies.

WHY IS BORSODGHEM AN ATTRAGTIVE PARTNER
GOMPANY FOR THOSE WHO APPLY TO UNIVERSITY?

After the arrangement of the dual professional
practice, we seek to ensure a diversified, various and
professionally eventful professional period for the
students. During the summer months, in addition to

dual students, we receive university students in a large
number who pursue their studies in the traditional
training system - even from other departments - to
spend their obligatory summer professional practice. We
always encourage the receiving organisational units to
involve the students in the daily work progress as much
as possible since by performing the tasks the acquisition
of practical knowledge deems much more efficient.
Besides the professional practice, we also provide the
possibility for thesis paper consultation.

IN WHAT OTHER WAYS DOES BORSODCHEM HELP
UNIVERSITY STUDENTS AND FRESH GRADUATES
WITH THEIR PROFESSIONAL DEVELOPMENT AND
CAREER BUILDING?

Since 2017 we annually announce our STEP - Smart
Talented Engineer Project - competition for engineering
students, where we expect the elaboration of creative
and usable solutions for an actual technological problem
from the applying teams.

AFTER GRADUATION WHAT POSSIBILITIES DO YOU
OFFER FOR DUAL STUDENTS AT THE COMPANY?

We are happy to experience that every year increasingly
more dual students and professional practice students
or even fresh university graduates who participated in
the STEP competition start their professional career with
us. Our Next Generation program helps their integration
during the first months at work and launches them on a
long-term BorsodChem professional career path.

BorsodChem Sustainability Report 2019-2020
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SUSTAINABILITY APPROACH

Raw material procurement is highly emphasised in our material intense
industrial sector, which is one of the major determinants of our product
competitiveness. Material supply is also a significant area in our materiality

assessment.

Beyond appropriate quality and the total procurement cost, we deliberate
many other factors when making our decisions on procurement. We consider
material properties, their potential health hazards and their hazard on
our closer or wider environment, potential logistics solutions and supplier
reliability. In case of procuring our technical equipment, we also consider the
energy efficiency aspects in the invitations for tender and their evaluation

when making the final decision.

We also lay a great emphasis on the proper inventory level placing the safety

aspects in the first place.

We prefer direct production relations shortening the supply chain. Since the
scope of our potential suppliers is limited, long-term relations are usually
supplementing it with some short-term cooperation. This dualism provides

our material supply with safety and flexibility at the same time.

It is important to procure products from rated suppliers due to the strict
quality requirements. We evaluate our potential new suppliers and
contracted partners (contractors) according to a pre-rating system prior to
the first orders. We evaluate the performance of our existing and introduced
suppliers annually. We also incorporated sustainability aspects both in the

pre-and annual rating.

In addition to the central Sustainability Group, we also established a

sustainability related position within the procurement organisation.

BorsodCGhem Sustainability Report 2019-2020

In 2020 the Compliance organisation of BorsodChem performed an
analysis of whether the phenomenon of unreported employment is
present in the field of procurement within the scope of our partners in
Hungary contracting with our Company. In 2021 a monitoring system was
introduced for the above scope of partners. Both the executed analysis
and the regular examinations show that the significance of black labour
is practically negligible in the above activities and determining supplier

range of BorsodChem.
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Storage at Kazincbarcika Site

In recent years the logistics of materials has been even more challenging
than the availability of appropriate resources. The related changes are
usually global and our influence on these is restricted. Yet at the same time,
BorsodChem has taken several steps to reduce its exposure, thus among

other things we rent port storage capacities.

In case of materials handling, we seek to reduce the delivery time
and distance as much as possible; 48%% of our suppliers are domestic
on average. When planning delivery, we always try to choose a less
environmentally intense and energetically more efficient transportation
method. In case of our feedstock, we prefer railway transportation instead of
road transportation. Instead of separated (one by one) delivery we prefer the
reception of shipments by direction train, thus contributing to the reduction

of CO2 emission arising from transportations thereby.

The primary objective of BorsodChem’'s ongoing investments and other
related investments onsite in parallel with the capacity expansion of our
main products is to partially or fully implement the local production of raw
materials required for those, thus reducing the CO2 footprint of the supply

chain and other risks of procurements thereby.

> |n terms of the number of suppliers
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During our operation we work from the following main raw materials:
Salt
Chlorine
Ethylene
Aniline
Toluene
Methanol - Formalin
Concentrated nitric acid

Hydrogen and carbon monoxide

Further of our raw materials and auxiliary materials constitute a minor
proportion both in volume and total value, therefore they are not included in

the report.

We pay closer attention to our partnhers who supply the main raw materials to

ensure availability.

Utilised, recycled raw materials
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%6 Ejther in the form of brine or boiled salt

Our environmental
performance
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Recycled raw materials: . 2019

supply chain

Our social
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The Management regularly monitors the material supply process.
Procurement reports on the relevant situation of raw material supply at
weekly, quarterly and annual meetings and the fulfilment of performance

Indicators targeted for the organisation attended by senior managers.

BorsodChem has become a member of the TfS (Together for Sustainability)
Initiative via its parent company and gradually enhances this activity. The

performance of our determinant suppliers is evaluated by EcoVadis.

The sustainability performance of BorsodChem is also subject to due
diligence annually. The assessment of EcoVadis conducted in 2020 indicates
that a remarkable advancement was made in the direction of a sustainable
supply chain. Our score moved up to 70 points from 40 points indicating that
the sustainability aspect is increasingly incorporated in our procurements. We
aim at further improving it through the development areas revealed with the

assistance of EcoVvadis.
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Eva Dargainé Gréf

Senior Manager Auxiliary Raw Materials
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SUSTAINABLE PROGUREMENT IS INGREASINGLY
MORE IMPORTANT WITHIN THE RANGE OF
INDUSTRIAL GOMPANIES, BUT WHAT IS THE

EXAGT MEANING OF THIS CONGEPT?

The sustainable procurement of companies has two

mainstays: development of their own processes and
practices as well as sustainable supply chain. The
sustainable endeavours in procurement mean social
responsibility, risk management and cost reduction at the
same time, thus they contribute to the Company and its
products’ judgement by the market and the society and
profitability as value creators.

Approaching the issue from another aspect, sustainable
procurement means for us that we also consider
sustainable aspects in our procurement decisions
motivating our suppliers for sustainable development.

N WHAT INITIATIONS AND IN WHAT FORM
JOES BORSODGHEM PARTIGIPATE IN THE

IELD OF SUSTAINABLE PROCUREMENT?

The most

comprehensive initiative, in which
BorsodChem actively participates as a member of
the Wanhua Group is the “Together for Sustainability
(TfS)”

companies with 31 members today. TfS contributes

program established by leading chemical

to the sustainable development of the chemical

Management

Our environmental

We create value
performance

supply chain by evaluations, audits and sharing good
practices. TfS selected EcoVadis as a partner for the
online evaluation of companies with CSR (Corporate
Social Responsibility) criteria. Independent auditors
approved by TfS perform the potential onsite audits.
The performance of TfS objectives compiled from the
members’ objectives is traceable.

WHAT ARE OUR MAJOR RESULTS AND WHERE
DO WE NEED TO FURTHER DEVELOP?

The sustainability performance of BorsodChem is
evaluated by EcoVadis year by year. The latest result of
Procurement as a partial field considerably surpassed
the previous evaluation result, since this year we
could obtain 70 points. We were delighted to see this
spectacular improvement and we believe it justifies
that we are on the right track.

Procurement must keep and possibly increase the
achieved level so that BorsodChem could keep its
distinguished place (EcoVadis Platinum rating) among
chemical companies and we must go on.

The publication of BorsodChem Zrt.'s Supplier Code
of Conduct was a milestone elaborated specifically for
independent suppliers and supplier relations, which
help our current and future suppliers become familiar
with our ethical values and expectations.

Our social
responsibility

Supply chain

management Further information
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Corporate companies shall be collectively responsible for laying the

foundations for a sustainable future that includes all elements of the supply
chain. As one of the largest companies in Hungary and as a member of the
global Wanhua Group, we are committed to sustainable and responsible
operation. In the following, we will demonstrate those complex evaluation
systems, by which we examine our social responsibility endeavours and

technologies to improve our sustainability performance.
Platinum classification for the sustainability performance of BorsodChem

Based on the latest survey of the EcoVadis international rating organisation,
we won the EcoVadis Platinum medal for the first time for our sustainability
and CSR activities conducted in 2020. On the grounds of our results
achieved in sustainable development over the years, we fall into the best 1%
of companies operating in the chemical industry and related sectors that

participate in the evaluation.

EcoVadis evaluates how a company integrated the basic principles of

sustainability and corporate social responsibility into its business and
management system also including the companies in the global supply
chains. The analysis evaluates the company’s performance in the issues of
Environment, Labour & Human Rights, Ethics and Sustainable Procurement
and discloses both strengths and improvement areas. The examined 21
criteria are based on international sustainability standards such as the Ten
Principles of UN Global Compact, the International Labour Organisation
(ILO) agreements, the Global Reporting Initiative standards, the ISO 26000
standard, the CERES schedule and the UN business and human rights

principles or termed as the Ruggie frame system.

BorsodCGhem Sustainability Report 2019-2020

Introduction of

About the report Management We create value

Increasing the score again is due to the efforts made to integrate and
develop policies, our UNGC (United Nations Global Compact) and TfS
(Together for Sustainability) memberships and the integration and
development of sustainability into procurement principles. Endeavours
devoted to environmental protection was commended and the assessment
also appreciates the ethical conduct and respect for human rights of the

company.

Sustainability must prevail in the operation of BorsodChem in all areas, and
the EcoVadis result reliably indicates where we stand from that aspect. We
should use the well-established rating system to explore details about our
strengths and weaknesses, and to identify areas where we can maybe still

improve.

Good compliance with the EcoVadis assessment is important to BorsodChem
showing the company’s commitment to the customers, key stakeholders and
employees as a responsible and high quality supplier, partner and employer

INn Hungary, and year by year is committed to development and improvement.

L
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BORSODCHEM ZRT (GROUP)

has been awarded a
Platinum medal

as a recognition of their EcoVadis Rating

-JANUARY 2021-
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Together for Sustainability

On February 21, 2019, our parent company, Wanhua Chemical joined the
Together for Sustainability initiative, thus it became the first official Asian
member company. The joint initiation of TfS chemical companies is to
establish a sustainable supply chain. The initiative set up a standard approach
in the evaluation and auditing of suppliers and the enhancement of their
sustainability performance in the chemical industry. The evaluation process
of TfS is based on international sustainability standards and ensures feedback
from CSR experts both for the members and suppliers. TfS chose EcoVadis
as its partner and service provider for the evaluation of suppliers based on
identical aspects. The EcoVadis examinations are online questionnaires

analysed and evaluated by specialists.

TfS sustainability audits

The TfS audit is the onsite examination of the Company’s sustainability
practices executed by independent auditing organisations. The examined

area is generally a production area with one or more sites such as a plant,

warehouse building or office. The supplier’s sustainability performance is
examined in accordance with a predetermined set of criteria in the field
of the management, environment, health and safety as well as employees

and human rights.

Introduction of
BorsodChem

About the report Management We create value

Supply chain management campaign

In the past period, we have conducted two supply chain management
campaigns where we conducted online supplier assessments with the help
of EcoVadis, a service provider of business sustainability ratings to assess
the sustainability and corporate social responsibility performance of our
trading partners. We invited a total of 32 suppliers in the online assessment,
from a range of strategic- and auxiliary raw material and packaging material
suppliers. During the implementation of the TfS program, risk matrixes help
us identify suppliers with a high sustainability risk potential based on country
and product risks. Using this risk analysis and other evaluations, we audit raw
material supplier sites on sustainability standards and initiate sustainability
assessments through an external service provider. During the first campaign,
we predominantly selected suppliers from Europe hence BorsodChem

purchases its raw materials mainly from this area.

The Raw Material Procurement Department established three main
categories from the raw material suppliers:

strategic raw material,

auxiliary material

and the group of packaging material suppliers.

We selected the five largest suppliers out of our strategic raw material
suppliers for the EcoVadis examination. We selected twenty out of our
auxiliary suppliers and seven out of our packaging material suppliers for
the evaluation. With this method, about 50% of the purchase value of raw
materials was covered. With the selection of our strategic raw materials,

we ensure that from a volume point of view also a significant part of our

f----- S| = -----\
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STRATEGIC
MATERIAL

Industrial salt
Ethylene
Toluene
Aniline
Methanol
Chlorine

supply chain

management Further information

AUXILIARY
MATERIAL

PACKAGING
MATERIAL

20 suppliers with Metal drums

the largest trade lbcs
volume Pallets
Paper bags
PP big bags
PE films
Labels
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We used the result of our first campaign as an input, alongside our research
and feedback to refine the 2020 supply chain assessment targets and
to identify key issues and considerations for a supply chain sustainability

approach.

The second campaign began in September 2020, in which Technical Goods
& Services Procurement also took part. The two departments jointly invited a
total of 52 suppliers that is almost double of those invited in 2019. 40% of the
invited responded to our request. 27% of the respondents have participated
in the program, therefore having an official evaluation (scorecard). 9% of the
respondents received a scorecard during the campaign and the evaluation
of 4% was in progress at the closedown of the campaign. It means that 7
suppliers undertook to give a response and undergo an evaluation to our
invitation and received a scorecard after the analysis. Half of those invited
to the campaign either failed to respond or refused to participate in the
campaign. 8% of related parties commenced the evaluation process but failed

to complete it.

-
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Sustainability evaluation of BorsodChem

After the annual supplier evaluation of BorsodChem, in January 2020 we
sent a questionnaire to our business partners for updating company data
and general information related to the sustainability attitudes and activities
of suppliers. 90 out of 117 companies filled out the questionnaire within the

given time frame.

In 2020 we further improved our supplier evaluation system. Sustainability
was even more highlighted. We raised the allocable score up to 30 from 25 in

our 100-point evaluation and specified the sustainability aspects.

In 2021 we are planning a cooperation with our suppliers in the new area
of sustainability, since BorsodChem wishes to expand the Scope 1-2 GHG
inventory calculation to Scope 3, which is realizable with the close cooperation
of our partners. We are planning to expand the investigation of supplier

practice with the inspection of compliance with association and assembly

regulations.
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HUMAN RIGHTS PROTECTION AND ETHIGAL BUSINESS PRACTIGE

We believe that company integrity, abiding by the law and the ethical
commitment of our community is at least as important as our business
performance. Operating in the spirit of sustainability, we are committed to
observing the generally accepted ethical norms and rules of business life

throughout our operations at all times.

The most important principles of our ethical operation are as follows:
Respect of the individual and the basic human rights
Confidentiality and data protection
Transparency and compliance
Fair business relations and competition

Anti-corruption approach

Towards efficient and fair operations, we take action against all forms of
corruption, we oblige all our employees to it and we also expect our partners
to comply with our norms. It is our goal to prevent corruption linked to the
Company in any way, thus contributing to clean economic operations thereby.

Corruption and other ethical cases are managed by Compliance & Internal
Audit. An independent investigation is ensured by the fact that the
organisation has a direct reporting obligation to the Chief Executive Officer.
An internal regulatory background helps us prevent corruption including the
Anti-Fraud Policy, the Whistleblowing Policy, the Code of Conduct and the
Supplier Code of Conduct issued in 2020 with the CEO’s approval. We shape
our company culture and internal training based on these related to the issue.

BorsodCGhem Sustainability Report 2019-2020
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Code of Ethics Ethics Line Policy Anti-Fraud Policy

Ethical training
new employees receive compulsory training,

in 2019 we held additional ethical training for employees in a managing

position and we repeat the training in certain years,

from 2020 in addition to new employees, we expanded the ethical
trainings to the entire range of the Company’'s employees and we maintain

this practice every year.

Number of ethical claims (pcs)

2019 2020

Further information

Number of employees who participated in ethical and anti-corruption

training

Managerial/organisational

level 2019 2020
Level N-O (CEO, President) 0 1
Level N-1¥7 2 5
Level N-2° 13 18
Level N-3> 67/ 70
Level N-4° 181 249
Level N-5¢ 143 2,217
Total 406 2,560

Number of business partners who receive the Supplier Code of

Conduct (2020)

414

57 Vice Presidents, Chief Financial Officer, Chief Service Officer and Chief Operation
Officer

*8 Directors, Deputy Directors, Managing Directors

“Managers, Senior Managers

%0 Officers, Deputy Managers, chief foremen

" Employees not falling in the above categories

ORORORONC)
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BorsodChem undertakes to conduct itself as adequate for a socially legal
entity towards state and governmental boards, the local authorities, the
region, the media and the entire society and continuously supply reliable

information for them.

Considerable fines and non-
plollj 2018 2019 2020

financial penalties

Total penalty and fine (HUF

@) 200 237 @)
thousand)
Non-conformities closed down
. . n.a. n.a. O O
without fine
Number of non-conformities
O 1 3 @)
(pcs)
Number of incidents resolved
through conflict management 0 0] 1 O

procedure

The filing of lawsuits is completely foreseeable and subject to many factors.
In a part of them, some BorsodChem interaction is conceivable, but in most
cases, it is not about that. At BorsodChem operation in compliance with the
laws has a key role, it is a significant factor that highly reduces the possibility

that the lawsuits should occur in a large number.

BorsodChem is committed to sustainable and responsible operation and
participates in the execution of the Responsible Care® program through

conscious measures that go beyond legal regulations. The Responsible Care®

BorsodCGhem Sustainability Report 2019-2020

program was started by the global chemical industry pointing out the global
importance of achieving the sustainability goals that also cover company
and national frames. Over several decades of our development, the respect
for human rights, lawful employment, work and technical safety, high-level
commitment towards the protection of the natural environment as well as
transparent, ethical and lawful operation has become an integral part of our

core values.

BorsodChem realised that to achieve our sustainability goals we need to
execute coordinated joint actions and our suppliers also need to actively
cooperate with us. By supplier, we mean all natural or legal entities that
provide any product or service to our Company either as a general or

subcontractor. With respect to the above we framed the Supplier Code of

Conduct in 2020.

BorsodChem expects the supplier and its related parties to follow the
principles stipulated in the Supplier Code of Conduct and refrain from
its intentional violation especially during transactions related to the

procurements of BorsodChem.

Contact details of BorsodChem Zrt.’s Whistleblowing Line:

Postal address: BorsodChem Zrt. Director Compliance & Internal Audit
3700 Kazincbarcika, Bolyai tér 1

Telephone: (+36) 48 522-360

E-mail: compliance@borsodchem.eu

ORORORONEC)
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Our Acknowledgements

Family Friendly Workplace (2019)

The Family Friendly Company of the Year Award was announced for small,
medium and large sized companies to encourage the corporate sector and
promote the family-friendly good practices. Our Company won the title of

Family friendly workplace at the competition (2019).
Further information in chapter entitled Responsibility for local communities.

BeneFit Prize (2019) - for Happy Employees - “Public Award Company”
BeneFit

The All You Can Move SportPass (AYCM) together with Humanpolitika.com
Public Benefit Association founded the BeneFit Prize in 2019, whose objective is
to demonstrate and award the best practices of those companies who believe

that the company health culture is the new social responsibility.
Further information in chapter entitled Responsibility for our employees.
EcoVadis Gold Medal (2019)

In 2019 we repeatedly won the EcoVadis Gold Medal for our sustainability
activity. Our Company achieved further improvement in the survey and got into

the best 2% of chemical companies assessed.
Further information in chapter entitled EcoVvadis, TfS.
University of Miskolc Distinguished Sponsor Award (2019)

On September 6, 2019, at the Honorary Senate Meeting of the University of
Miskolc, we received the Distinguished Sponsor Award of the University of
Miskolc, which our Company played a key role in launching the chemical
engineering course, establishment of the Confucius Institute, and the generous

financial support of sports at the university.

Further information in chapter entitled Responsibility for succession.

BorsodCGhem Sustainability Report 2019-2020

BeneFit Prize Award 2019, Industrial Innovation Prize 2019, ME Distinguished
Sponsor Award 2019

Family Friendly Workplace 2019 Award Ceremony

Industrial Innovation Prize (2019)

BorsodChem was awarded the Industrial Innovation Prize 2019 by of Ministry
for Innovation and Technology for the complex development of the MDI

manufacturing process, a polyurethane raw material.
Further information in chapter entitled R&D, innovation.
Factory of the Year Award (2019)

In addition to the Best production support processes and Energy efficiency
category wins, BorsodChem was selected as the composite winner of the
Factory of the Year competition in the category of over HUF 10 billion annual net

sales revenue.
Further information in chapter entitled Our economic performance.
Loveable Workplaces Award (2020)

DreamJo.bs has announced the Lovable Workplaces competition for the fourth
time in which a record number of nearly 1,100 entries were received in 2020
and 26 different industrial sectors. The acknowledgement was awarded to the
best 150 small and medium sized enterprises, 35 corporate companies and 10
companies from Transylvania. BorsodChem is “placed on the map of Loveable

Workplaces” and we are among the most attractive workplaces of Hungary.
Further information in chapter entitled Responsibility for our employees.
EcoVadis Platinum Medal (2020)

For our sustainability activities in 2020, surpassing the previous year's
performance we received the platinum medal for the first time in the
international rating system of EcoVadis. In the latest survey, our Company
achieved further improvement and is now in the top 1% among chemical

companies assessed by the rating agency EcoVadis.

Further information in chapter entitled Ecovadis, TfS.
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LIST OF ABBREVIATIONS

ADR (Accord Dangereux Routier): European Agreement on the Road

Transportation of Hazardous Goods.
AOX: Adsorbable Organically Bound Halogens
AP: Acidification potential: Acidification relative to sulphur dioxide (SO2).

BAT: Best Available Technology/Technigues: The technology that can be used
in case of acceptable technical and economic conditions and it is the most

efficient in terms of protecting the entire environment.

BEM: The Biological Exposition Measures monitors the health status of

employees in terms of the chemical safety of workplaces.

BOI: Biological oxygen demand: it shows the amount of biologically
degredable organic matter content of water. By its measurement an indirect

conclusion can be made as regards organic pollution of water.

CLP: EU Decree on the classification, labelling and packaging of substances

and blends.

CO2e: Carbon dioxide equivalent: one tonne of CO2 or equivalent greenhouse

gas in a volume complying with global climate change potential.
COD: Chemical oxigene demand

CWW BAT (Common Waste Water and Waste Gas Best Available
Technology): A principle summarising the best available technological

solutions related to common waste water and waste gas treatment.

EBITDA (Earnings before interest, taxes, depreciation and amortization): It

shows the relevant business efficiency of companies.

EHS (Environment, Health, Safety): Health Protection, Safety and

Environmental Protection

BorsodCGhem Sustainability Report 2019-2020

EMS: Environmental Management System
EnMS: Energy Management System

EP: Eutrophication Potential: The eutrophication is caused by the high
concentration of the macro nutrient, primarily nitrogen (N) and phoshor (P).
The accumulation of nutrients may lead to the unwanted change of species
composition and the generation of increased biomass both in water and land
ecosystems. In addition, the high nutrient concentration also endangers the
drinkability of water.

ESS (Employee Self Service): Corporate company self service portal.

EU-ETS (European Union Emission Trading System): Greenhouse gas

emisssion trading system of the European Union.
EVA: Ethylene-vinyl acetate

GDP: Gross Domestic Product: the value of total goods produced at the given

area during the given time devoted for final usage.

GHG: Greenhouse gases: gases that absorb infrared wavelength light causing

global warming.

GRI: Global Reporting Initiative: The objective of the international not-for-profit

organisation operating with its seat in Amsterdam is to prepare and develop

an internationally approved sustainability standard.

GWP: Global Warming Potential: It is used for quantifying the greenhouse
effect of gases. Its value is determined relative to carbon dioxide of identical

mass generally for a 100-year time interval.

HPM (High Performance Material): Materials with outstanding technical

properties.

HYCO4: Hydrogen and Carbon Monoxide Plant

IED (Industrial Emissions Directive): Directive 2010/75/EU on industrial

emission

Intermodal transportation: A combined transportation during which the
majority of the shipping distance is covered by rail, inland navigation or short

sea navigation and the road transportation distance is the shortest possible.

IPPC (Integrated Pollution Prevention and Control): Directive 96/61/EC on

the integrated prevention and reduction of pollution

ISO 14001: An international standard that prescribes the regulations, by which
companies can develop their operations with an efficient environmental
aspect. It serves as a guidance to development of the environmental

Management system.

ISO 50001: The international standard includes the requirements needed for
the establishment, maintenance and development of energy management

system.

Isocyanates: An organic compound containing an isocyanate group. Several
Isocyanate groups may occur in the isocyanates, compounds containing
two isocyanate groups are called di-isocyanate. Di-isocyanates are used for

producing polyurethanes jointly with polyhydric alcohols.

KPI (Key Performance Indicator): Key performance indicators
kt: Kilotonne

LCA: Life-Cycle Assesment

LEAN: A company organising system with the aim of the most efficient

operation of the company.
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LLCA: Life-Cycle Cost Assesment
MDI: Methylene diphenyl diisocyanate
MEBIR: Occupational Health Protection and Safety Management System

Natura 2000: A joint European ecological network established by the
European Union that ensures the conservation, maintenance and recovery of
the biological diversity through the protection of natural living environment

types, wild animals and plant types of community importance.

NOXx: Nitrogen oxides: summary name of compounds made up of
nitrogen and oxygen in various proportion. It has a determinant role in the
development of photochemical smog and it is likely to contribute to thinning

of the ozone layer.

NVH (Noise, Vibration, Harshness): Noise, vibration and harshness

(disturbing effect)
ODCB: Ortho-dichlorobenzene
ODP (Ozone Depletion Potential): Ozone layer destroying impact.

OHSAS 18001: An international standard that subsumes safety liabilities
and tasks prescribed for companies in the field of work-, health- and fire

protection.

PDCA (Plan-Do-Check-Act): A recurring, four-step management method.

Planning, action, check and intervention.
PIR: Polyisocyanurate
POCP: Photochemical Ozone Creation Potential

PU: Polyurethane: collection nhame of plastics generated by the

copolimerisation of di- and polyisocyanate and di- and polyol units.
PVC: Polyvynil chloride

QMS: Quality Management System

BorsodCGhem Sustainability Report 2019-2020

R&D: Research and development

REACH: Decree of the European Parliament and Council approved in 2006 on

the registration, evaluation, authorisation and restriction of chemicals.

Recultivation: Recultivation or land reconstruction, making an area suitable

for recycling.

SA 8000: An international standard aimed for companies to apply socially

acceptable workplace practices.

Safety data sheet (SDS): It provides information for users concerning
the effects and safe use of chemicals and hazardous goods. Its content

requirements are regulated by REACH.

SBR (Sequencing Batch Reactors): Batch feed wastewater treatment process

with activated sludge.

Scope 1 emission: Direct GHG emission based on the defintion applied in the

international Greenhouse Gas Protocol.

Scope 2 emission: Indirect GHG emission related to the energy purchased
by us based on the defintion applied in the international Greenhouse Gas

Protocol.

Scope 3 emission: GHG emission not related to our activities, but to the
utilisation of our products and the emissions of our suppliers based on the

defintion applied in the international Greenhouse Gas Protocol.

SDG (Sustainable Development Goals): Sustainable Development Goals.
Goals accepted at the Sustainable Development Summit of the United

Nations held in 2015 in Paris based on the Millenium Development Goals.
TDI: Toluene-diisocyanate
TDS: Technical Data Sheet

TOC: Total Organic Carbon: total organically bound carbon content occurring

in water.

TPU: Thermoplastic polyurethane

TSS: Total Suspended Solids: an index number used to determine water

quality.

UN Global Compact: UN Global Compact, the world's largest corporate social
responsibility initiative established by the UN.

VCM: Vinyl chloride monomer

VOC: Volatile Organic Compounds: natural or synthetic organic compounds,

whose steam pressure is high enough to evaporate under normal conditions.
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GRI GONTENT INDEX

Number of . Year of
. Name of Disclosure ..
Disclosure Publication

Number of ) Year of
. Name of Disclosure ..
Disclosure Publication

General disclosures

General disclosures

Organisational profile

Strategy
102-1 Name of the organization 2016 10
102-14 Statement from senior deceision-maker 2016 3-4
102-2 Activities, brands, products and services 20716 16
Ethics and integrity
102-3 Location of headquarters 2016 14-15
102-16 Values, principles, standards and norms of behavior 2016 25, 101
102-4 Location of operations 20716 14-15
Governance
102-5 Ownership and legal form 2016 10
102-18 Governance structure 2016 23-24
102-6 Markets served 2016 16
Stakeholder engagement
102-7 Scale of the organization 2016 14-16, 38, 69
102-40 List of stakeholder groups 20716 19-21
102-8 Information on emplyees and other workers 20716 69-72
102-41 Collective bargaining agreements 20716 71
102-9 Supply chain 2016 95-100
o o _ _ 102-42 ldentifying and selecting stakeholders 2016 19-21
102-10 Significant changes to the organization and its supply chain 2016 24, 95
, o 102-43 Approach to stakeholder engagement 2016 19-21
102-11 Precautionary Principle or approach 2016 61-62
102-12 External initiatives 2016 25.27 89 99 102-44 Key topics and concerns raised 2016 19
102-13 Membership of associations 2016 48-49
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Number of ) Year of
. Name of Disclosure ..
Disclosure Publication

Number of . Year of
. Name of Disclosure ..
Disclosure Publication

Economic disclosures

General disclosures

Reporting practice 103-201 Management approach - Economic performance 20716 37-38
102-45 Entities included in the consolidated financial statement 2016 18 201-1 Direct economic value generated and distributed 2016 38
102-46 Defining report content and topic boundaries 2016 18, 11 103-202 Management approach - Market presence 2016 69-71,74-75, 89

Ratios of standard entry level wage by gender compared to local

102-47 List of material topics 2016 19 202-1 . 2016 74
minimum wage

102-48 Restatement of information 2016 18-19, 6-7 502.2 Proportion of senior management hired from the local Sole -
community
102-49 Changes in reporting 2016 19 . o
103-203 Management approach - Indirect economic impacts 2016 39
102-50 R ti iod 2016 18 L - .
eporting perio 203-2 Significant indirect economic impacts 2016 39, 89-90
102-51 Date of most recent report 2016 18 103-205 Management approach - Anti-corruption 20716 101
- i Communication and training about anti-corruption policies and
102-52 Reporting cycle 2016 18 205-2 g P P 5016 101
procedures
102-53 Contact point for questions regarding the report 20716 m . - _
103-206 Management approach - Anti-competitive bahavior 20716 40, 101
102-54 Claims of reporting in accordance with the GRI Standards 2016 18 "Legal actions for anti-competitive behavior, anti-trust,
206-1 _ 2016 40,101
and monopoly practices"
102-55 GRI content index 2016 107
102-56 External assurance 20716 18
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Number of Year of

Number of Year of .
Name of Disclosure

Name of Disclosure

Disclosure Publication Disclosure Publication

Environmental disclosures Environmental disclosures

103-301 Management approach - Materials 2016 95 103-306 Management approach - Waste 20716 ol
301-1 Materials used by weight or volume 2016 96 306-1 Waste generation and significant waste-related impacts 2020 61-62
103-302 Management approach - Energy 2016 553 306-2 Management of significant waste-related impacts 2020 61-62
: : 306-3 Waste generated 2020 62
302-3 Energy intensity 2016 52-53 d
103-307 Management approach - Environmental complience 2016 51
103-303 Management approach - Water and effluents 20716 54-55
307-1 Non-compliance with environmental laws and regulations 20716 51
303-1 Interactions with water as a shared resource 2018 54-55
Social disclosures
303-2 Management of water discharge-related impacts 2018 56
103-401 Management approach - Employment 20716 69-70
303-3 Water withdrawal 2018 55
401-1 New employee hires and employee turnover 20716 72,74
303-4 Water discharge 2018 56
103-402 Management approach - Labor/Management relations 20716 77
103-304 Management approach - Biodiversity 20716 63-64
402-1 Minimum notice periods regarding operational changes 20716 74
"Operational sites owned, leased, managed in, or adjacent
304-1 to, protected areas and areas of high biodiversity value 2016 63-64 103-403 Management approach - Occupational health and safety 2016 82-83
outside protected areas"
o 403-1 Occupational health and safety management system 2018 34,82
103-305 Management approach - Emissions 2016 57-58
403-2 Hazard identification, risk assessment, and incident investigation 2018 82
305-4 GHG emissions intensity 2016 59
Nitrogen oxides (NOX), sulfur oxides (SOX), and other significant 403-3 Occupational health services 2018 83
305-7 2016 58

air emissions
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Number of ) Year of
Name of Disclosure

Number of . Year of
Name of Disclosure

Disclosure Publication Disclosure Publication

Social disclosures Social disclosures

Worker participation, consultation, and communication on

403-4 _ 2018 83 103-413 Management approach - Local communities 20716 21, 89-90
occupational health and safety
o . Operations with local community engagement, impact
403-5 Worker training on occupational health and safety 2018 82 413-1 2016 90
assessments, and development programs
403-6 Promotion of worker health 2018 83 103-416 Management approach - Customer health and safety 2016 77
Prevention and mitigation of occupational health and safety Assessment of the health and safety impacts of product and
403-7 _ , , ‘ , . 2018 87 416-1 ‘ 2016 87
impacts directly linked by business relationships services
Workers covered by an occupational health and safety _
403-8 2018 83 103-418 Management approach - Customer privacy 2016 88
Management system
S Substantiated complaints concerning breaches of customer
403-9 Work-related injuries 2018 82 418-1 , 2016 88
privacy and losses of customer data
403-10 Work-related ill health 2018 82 103-419 Management approach - Socioeconomic compliance 20716 101
o _ Non-compliance with laws and regulations in the social
103-404 Management approach - Training and education 2016 80 419-1 . 20716 101
and economic area
404-1 Average hours of training per year per employee 2016 80
Percentage of employees receiving regular performance
404-3 . ooy , 99 . 2016 75
and career development reviews
103-405 Management approach - Diversity and equal opportunity 2016 77
405-1 Diversity of governance bodies and employees 2016 77-78
405-2 Ratio of basic salary and remuneration of women to men 20716 74
Management approach - Freedom of association and collective
103-407 o 2016 71
bargaining
Operations and suppliers in which the right to freedom
407-1 2016 95, 101

of association and collective bargaining may be at risk

BorsodCGhem Sustainability Report 2019-2020
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GRI PRINGIPLES

In preparing this Report, we have taken into account the ten principles set out by the GRI:

Stakeholder Inclusiveness: BorsodChem's stakeholders were surveyed and involved in the preparation of the
materiality assessment, we took into account the issues identified based on the communication with them in the last

two years, and we provide an opportunity for direct feedback on the Report.

Sustainability Context: In connection with our EcoVadis evaluation and a benchmark study prepared with the help of
our consultants, we also examined the issues relevant to the Report.

Materiality: The selection of material topics was identified during a materiality assessment developed in accordance
with the GRI principles.

Completeness: All of the topics identified as material are covered in our Report.
Accuracy: The displayed data is based on measurements, their source can be checked and traced.

Balance: Positive and negative changes are presented in annual breakdown, and the reasons for the changes are also

described.

Clarity: In presenting the information, we keep in mind the prior knowledge and needs of our stakeholders and strive

to use clear wording.

Comparability: Our reports are designed to be comparable with each other and with our industry counterparts, and

data are presented chronologically when available.
Reliability: The sources of our presented data can be traced in all cases.

Timeliness: \We issue our reports regularly, every two years, and we also examine the topicality of the report.

Our environmental Our social Supply chain
performance responsinility management

Further information

READER'S FEEDBACK

Dear Reader,

During the preparation of the Sustainability report BorsodChem considers the opinion of its stakeholdres, like yours.
Should you have any question regarding the Report or wish to share your opinion with us, please send an e-mail to the

following address:

sustainability@borsodchem.eu

We would like to thank you for your valueable opinion which contributes to the improvement of our operation!
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ASSURANGE STATEMENT

Assurance Statement

Independent assurance statement for BorsodChem Zrt.’s Sustainability Report 2019-2020

To the management and stakeholders of BorsodChem Zrt.

denkstatt Hungary Kft. was commissioned by BorsodChem Zrt. (hereinafter referred to as “the Company”) to
provide independent third-party assurance for “BorsodChem Zrt. Sustainability Report 2019-2020"
(hereinafter referred to as “the Report”).

The assessment was conducted according to the criteria in AA1000AS (AA1000 Assurance Standard v3) to
examine the application of the principles of inclusivity, materiality, responsiveness and impact, as described in
the AA1000AP (AA1000 Assurance Principles), 2018. Our work also covered verifying the application of the
requirements of the Global Reporting Initiative (GRI) Standards, core option.

denkstatt Hungary Kft. is part of denkstatt Group, an independent international consultancy. Our team of
experts has extensive professional experience of assurance engagements related to non-financial information
and sustainability management, meaning it is qualified to conduct this independent assurance engagement.
denkstatt has implemented a certified quality and environmental management system which complies with
the requirements of ISO 9001:2015 and I1SO 14001:2015.

denkstatt is independent of the Company in every aspect and is not related to it in any way that would risk its
independency or its impartiality. We have not performed any tasks or services for the Company that would
lead to a conflict of interest. We did not participate in the preparation of any part of the Report.

This Assurance Statement was prepared specifically for the purpose detailed above, shall only be used as part
of BorsodChem Zrt.’s 2019-2020 Sustainability Report and shall not be used or published for any other
purposes or as part of any other documents.

The assurance process was conducted based on the Hungarian version of the Report, with the reporting
Company taking responsibility that the contents of the Reports are the same in both languages. This Assurance
Statement is a direct translation of the one issued in Hungarian.

BorsodCGhem Sustainability Report 2019-2020

Management Responsibilities

The management of BorsodChem Zrt. is responsible for the content and preparation of the Sustainability
Report in accordance with the core option of GRI Standards. The final version of the Report was approved and
signed by the CEO.

This responsibility includes the identification of stakeholders and material issues, as well as the formulation of
sustainability commitments and the development and maintenance of the internal systems used for the
management of sustainability performance that the content of the Report is derived from. Management
responsibilities include data collection, the choice and application of methods in line with the requirements of
the GRI Standards core option, as well as the communication of the report content.

Assurance provider’s responsibilities

Denkstatt's responsibilities are to provide professional, third-party assurance for the Report resulting in
findings and conclusions regarding adherence to:

e the AA1000 Accountability Principles (2018), and
e the criteria in the GRI Standards core option.

We have also formulated recommendations to support the credibility of future sustainability reports of the
Company, as well clarity for the stakeholders.

Scope of assurance, standards and criteria used

The aim of the moderate assurance engagement was to formulate an opinion whether the Report, covering
the period of 1 Jan 2019 - 31 Dec 2020, has been prepared in accordance with the GRI Standards core option
and the requirements of the AA1000 Series of Standards and whether it is free from material misstatements.

We used the criteria in AA1000AS v3 to perform a Type 2 engagement to assess the Company’s adherence to
the principles of AA1000AP (2018), as well to verify specifically chosen disclosures according to the
requirements of the GRI Standards.

Methodology, approach, scope of work and limitations

We planned and carried out our work in order to obtain all evidence, information and explanations that we
considered necessary to base our conclusions on. We completed the following activities in order to gather
necessary evidence:

e gathering information regarding the Company’s adherence to the principles of AA1000AP (2018) and
GRI Standards core option by:

o conducting management interviews to verify management commitment to sustainability, as
well as the identification of sustainability-related risks and impacts, and to verify that the
Company has a long-term strategy to manage these;

o conducting interviews with data owners of chosen performance indicators (see below) from
the following units: Operation, HR and Communication, HR Services, Operation Center, Labour
Safety and Health Protection, Sustainability Group, Environmental Protection to assess the
methods applied for the gathering and disclosure of information.

e the assessment of the GRI content index in line with the requirements of GRI Standards core option.

The following GRI disclosures were verified:
e 202-1: Ratios of standard entry level wage by gender compared to local minimum wage
e 302-3: Energy intensity
e 305-4: GHG emissions intensity
e 306-3: Waste generated
e 307-1: Non-compliance with environmental laws and regulations
e 403-2: Hazard identification, risk assessment, and incident investigation

covering data sources, methods of data collection and processing, as well as disclosure in line with the
definitions of these indications by the GRI Standards.

Apart from the above, no other performance indicators were assessed as part of the engagement.

We are convinced that the evidence gathered is sufficient and serves as a solid basis to formulate our
conclusions and recommendations.
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Findings
Adherence to AA1000AP (2018)
Inclusivity

The Report refers to the last stakeholder engagement carried out by the Company in 2016 for the materiality
assessment. The Report also describes the current methods and channels of communication with
stakeholders. However, it does not provide a detailed introduction to the current issues of concern for the
different stakeholder groups.

The COVID-19 pandemic situation has been limiting the possibilities of stakeholder communications; however,
the Company strives to establish and maintain the channels and forums of effective communication and
information flow.

Materiality

The list of material topics in the Report and thus the report content is based on the materiality analysis carried
out in 2016. Based on our work, those material topics are still of great significance to the Company. However,
without an updated materiality analysis, the Company is not in the position to determine if the importance
and priority of the topics involved in the materiality assessment in 2016 has changed for the Company and its
stakeholders or whether new topics have emerged since then.

Responsiveness

The Company has demonstrated proactive response to the modified needs of its workforce and local
communities. Besides, it has also been paying attention to other impacts of company activities despite the fact
that 2019 and 2020 posed challenges regarding stakeholder relations.

Due to the reasons discussed above for Inclusivity, it is difficult to assess whether the Company has been able
to appropriately respond to the topics that are important to stakeholders. The effectiveness of the Company's
responsiveness is however indicated by the small number of complaints from stakeholders during the
reporting period.

Impact

The Company is aware of its environmental and social impacts, it monitors and manages these, integrating
them into the Company's risk management system.

BorsodCGhem Sustainability Report 2019-2020

Introduction of
BorsodChem

About the report Management We create value

The Report describes the sustainability commitments of the Company with its medium- and long-term goals.
However, no goals have been set up for energy efficiency and waste minimization while these are identified as
material topics.

The Company has identified that impacts related to its activities may be relevant outside of its production
gates and thus places special emphasis on the sustainability of its supply chain. The Company has issued a
Supplier Code of Conduct and the ethical requirements have been integrated into supplier contracts. The
sustainability approach and performance of its suppliers is assessed through the Ecovadis platform and audits
within the TfS framework.

The Company also focuses on circular economy, extended to its supply chain as well. It is aware of risks
potentially endangering its future operations such as water shortage and thus is preparing for it by recycling
water within its production activities.

Adherence to GRI principles
It was verified that the Report has been prepared considering GRI principles with the following finding:

Apart from the findings above regarding stakeholder engagement and materiality, the 2016 materiality
analysis that the Report refers to does not completely adhere to the definition of materiality in the GRI
Standards when assessing impacts on society and the environment.

According to the chosen GRI option, the Report presents the mandatory general disclosures, as well as the
management approach disclosures and at least one topic-specific disclosure for each material topic, assuring
that stakeholders can assess the sustainability performance of the Company based on these performance
indicators and can make their decisions accordingly.

The Company applies a comprehensive database for its sustainability performance indicators. During the audit,
the indicators chosen for verification were possible to trace back to their sources.

Conclusions

On the basis of our work, we found nothing to suggest that the information in the Report is inaccurate,
contains material misstatements or that would question the reliability of the data and information disclosed.

Any errors or misstatements identified during the engagement were corrected in the final version of the
Report. Most of the Verifier's recommendations were integrated into the content of the Report, and the
Company intends to consider some of them in future reports.

During the assurance process, it was confirmed that the concept of sustainability has been integrated into
company strategy and management decisions are made considering sustainability aspects.

Our social
responsinility

Qur environmental
performance

Supply chain
management

Further information

Recommendations

Our recommendations have been submitted to the Management of the Company in a separate Report. Our
recommendations do not influence the conclusions of this Assurance Statement.

Judit Juranics
Lead Auditor
Budapest, 8 November 2021 \ AA1000

Licensed Report

denkstatt Hungary Kft. 000-86/\3-MTNWE
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