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DIRECTORS' REPORT
ON OPERATIONS

Dear Shareholders,
Starting in the second half of 2019 and throughout 2020,
Isagro worked actively to implement its new business
model, which is now operational if not yet fully complete,
which calls for a specific focus on developing market po-
sitions and products/formulations relative to “Bio-Cop-
per” (i.e. of organic/natural and copper origin, the lat-
ter falling in the category of inorganic chemicals), also
through growth operations for external lines.

This redefinition of the business model:

« led to extraordinary operations which, on one hand,
gave rise to valuable components and generated sig-
nificant financial resources to support the Group's
growth projects, through the sale of selected assets
relative to organic chemistry and, on the other hand,
saw the completion of the first Bio-Copper acquisition,
relative to which the Group has the strategic intention
and financial capacity to follow with others;

« was accompanied by the necessary measures of
organizational and structural redefinition, in part
already completed in 2020 and impart to be completed
by the end of 2021, with “full year” effects to be seen
in 2022.

The need to revise the business model was identified
in the light of the experience had in recent years, which
demonstrated Isagro’s ability to invent new organic
chemical products/molecules with excellent market
potential but, at the same time, the Group's lack of an
adequate "scale” to properly extract value from these
inventions, in an external context that simultaneously
was experiencing an increase in the cost/time necessary
to develop new organic chemical products/molecules,
accompanied by notable concentration in the industry
of operators based on the discovery of these types of
active ingredients. In this context, Isagro can more effec-
tively create value for its stakeholders by concentrating
its strategic development on the segment of products of
biological origin (a growing market in which the average
size of operators is much smaller than those in the organ-
ic chemical segment) and in the copper segment (an area
in which Isagro already holds a solid market share, with
a growth project already in progress), with the possibili-
ty to develop the existing portfolio of products and carry
out selected acquisition transactions. Additionally, select

organic chemical products will be kept in the portfolio
identified with reference to integrated pest management
and “cash cows”.

Consistent with the redefinition of the business model as

outlined above:

1. on December 27, 2019 the sale of the then fully con-
trolled Isagro (Asia) Agrochemicals Private Limited
(“Isagro Asia”) was completed, with around € 50 mil-
lion obtained between the price paid at closing and
the subsequent liquidation of the escrow fund be-
tween April and November 2020;

2. on October 2™, 2020 the molecule Fluindapyr was sold
to the North American company FMC Corporation, for
€55 million (against a book value for Isagro of around
€ 25 million at September 30™, 2020);

3. on October 14", 2020 Phoenix-Del S.r.l. Was fully
acquired, for a price at closing of € 3.1 million. The
company works in the copper-based products seg-
ment with average annual turnover of around € 5
million, and is expected to provide significant in-
dustrial and commercial synergies in coming years.

In October, the above led to a notable change in Isa-
gro’s financial structure, with its Net Financial Position
at December 31%,2020 positive at € 21.4 million (a figure
already recognized net of € 4.2 million associated with
accounting standard IFRS 16). Together with the Group's
debt capacity for working capital, this figure represents
a solid foundation for the growth process planned for Is-
agro. Additionally, the above operations further demon-
strated that the book values identified for Isagro’s assets,
especially those for intellectual property, recognized at
cost, significantly underestimate their real market value.

The Consolidated Financial Statements for your Group
at December 31°%, 2020 show, in the Income Statement,
Revenues of € 110.3 million, compared to € 105.4 mil-
lionin 2019, Gross Operating Profit (“‘EBITDA”) of € 34.1
million (of which € 30.3 million linked to capital gains
achieved with the sale of the Fluindapyr molecule in
October 2020) compared to the negative € 2.6 million in
2019 and Net profit (EBIT) of € 16.2 million, compared
to the loss of € 13.9 million recorded in 2019 (the latter
equalto €-15.1 after excluding the net profit from the Dis-



continued Operations of just over € 1.1 million deriving
from the sale of Isagro Asia on December 27", 2019).

From an equity point of view, at December 31%, 2020,
your Group has a Net Financial Position that is positive
at € 21.4 million (compared to the Net Financial Position
of € -34.4 million at December 31, 2019), shown net of
€ 4.2 million due to application of accounting standard
IFRS 16 - Leases, and a debt/equity ratio of -0.20. Exclud-
ing the component deriving from application of IFRS 16,
the Net Financial Position at December 31%, 2020 is still
positive at € 25.6 million, representing a debt/equity ra-
tio of -0.24.

As already noted, this Net Financial Position is main-
ly due to the contribution provided by the sum paid for
the molecule Fluindapyr in October 2020 and includes
medium-term financing maturing after 12 months in the
amount of €4.1 million (compared to € 31.0 million at De-
cember 31%,2019). Own funds total € 105.9 million, com-
pared to € 91.0 million at December 31%, 2019, with the
increase mainly due to combined effects of the change in
EBITDA and the change in the translation reserve.

With reference to cash flows, your Group generated in
2020, excluding the effect of IFRS 16, a positive free cash
flow of € 55.5 million, represented:

« €51.9 million in net Consolidated Financial cash flows
deriving (i) from the sale of the molecule Fluindapyr,
for the price of € 55.0 million on October 2™, 2020 and
(ii) the acquisition of the company Phoenix-Del S.r.l.
for the price of € 3.1 million on October 14", 2020;

« €3.6 million from cash flows deriving from the receipt
of the escrow fund relative to the December 27%, 2019
sale of Isagro Asia;

o € 2.7 million from cash flows deriving from the de-
crease in net working capital;

o €-2.7 million from operating cash flow during the year.

The agrochemicals market saw only limited impacts from

the Covid-19 pandemic which impacted the entirety of

2020, demonstrating its strong resilience. In fact, Kyne-

tec, the global market research leader for the sector in

which Isagro operates, estimates global market growth
of around 1.5% at the manufacturer level. In terms of the

main geographic areas in which Isagro operates, the 2020

market featured:

« in Europe, where the agricultural chain was not heavily
affected by Covid-19, advances on purchases/demand
for agrochemical to prevent procurement problems
linked to production and logistics (concentrated in
the first part of 2020), favorable weather conditions in

Southern Europe and drought in Central and Northern
Europe, with continued strengthening of the regulato-
ry framework which led to an additional reduction in
available active ingredients and led the market to look
for new options in the biosolutions area;

« in North America, where the impact of Covid-19 on the
supply chain was similar to Europe, notable recovery
with respect to the 2019 season (concentrated in the
first part of the year), thanks to favorable weather con-
ditions which, after the heavy floods of 2019, made a
positive contribution to growth in the fungicide sec-
tor, in particular. Additionally, subsidies from the US
government combined with recovery in agricultural
production improved profitability for local agricultur-
al business with a positive impact on consumption of
agrochemicals;

« in South America, heavy growth in demand led by an
increase in cultivated land and significant pressure
from disease, above all for corn and soy. The use of
strategies aimed at reducing resistance to fungal dis-
eases supported development of copper-based prod-
ucts throughout South America, with a trend showing
continued growth. The pandemic had a limited impact
on the continent but growth in demand for agrochem-
icals was partially compromised by depreciation of
the local currencies. Sindiveg, the Brazilian associa-
tion for agrochemical producers, reports growth in
the Brazilian market of around 7% in terms of volumes
and around 10% in terms of value in the local currency
but a decrease in market value in US dollars of around
10%, given that price increases and changes in sales
conditions were not sufficient to offset the effects of
the significant depreciation of the Brazilian real with
respect to the US dollar.

Revenues from agrochemicals and services, totaling
€110.3 million in 2020, rose by € 4.9 million with respect
to 2019 (or by € 8 million if not considering the revenues
from the M/L Agreements of 2019, which amounted to
€3.1million) (+5%) with growth in all the main geograph-
ic areas with the exceptions of Central Europe, which
was affected by regulatory problems which involved
Tetraconazole-based compounds (due to the phase-out
of the co-formulant Chlorothalonil at the beginning of
2020 and Thiophanate-methyl at the end of 2020) and
Southeast Asia due to a change in the timing of merchan-
dise delivery at the end of the year. The largest growth
was seen in the Americas (above all in the United States
and Brazil), as well as in the Middle East and Africa, led by
the copper-based products market (above all the “Airone”
range), in addition to Deltamethrin-based formulations
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and biostimulants. Note that in the United States a nota-
ble contribution to growth was provided by the customer
Gowan USA (one of the Group’s main customers and a re-
lated party), both for copper-based compounds, in part
due to the postponing of end of 2019 orders to 2020, and
for Tetraconazole-based compounds. In general terms,
the increase in sales of copper-based products reflects
the positive effect of the new registrations obtained glob-
ally in 2019. These new registrations made it possible to
launch new copper-based formulations as well as scal-
ing-up formulations launched in 2019, confirming the so-
lidity of the development of Bio-Copper products/formu-
lations and helping to offset, combined with greater sales
of straight Tetraconazole-based products, the effects of
the phase-out of compounds with the latter and Chloro-
thalonil and Thiophanate-methylin 2020.

Finally, with reference to the Covid-19 pandemic, note
that during the 12 months of 2020, the impact on the ag-
rochemical market was limited and, also in coming finan-
cial years, the effects of the pandemic are not currently
expected to have a significant impact on the Group, in
contrast to that hypothesized in the initial months of the
pandemic, when the information available was less com-
plete than itis now.

Based on sector reports published by Kynetec, as stated
the agrochemicals market has show notable resilience
with respect to the Covid-19 pandemic that affected the
entirety of 2020. In fact, the agriculture sector continued
to be viewed as strategic and, consequently, most coun-
tries in the world excluded activities in this sector from
the lockdown restrictions applied to other sectors.

Kynetec estimates global market growth at the manu-
facturer level of around 1.5%. The growth was well-dis-
tributed among the various geographic areas/segments
(in particular in the fungicide segment, in which Isagro
holds a significant position) and was mainly guided by
(i) favorable weather conditions, after an especially neg-
ative 2019 in markets with intensive agriculture (United
States, Canada and Australia), (i) growth in land cultivat-
ed in Brazil, (iii) high disease pressure in many geograph-
ic areas, (iv) a favorable monsoon season in Asia, (v) the
launch of a good number of high value added products
and (vi) the measures to support agriculture adopted by
governments throughout the world. The positive contri-
bution made by the above factors was partially offset by
the depreciation of local currencies in important mar-
kets, for example Brazil, and by a general strengthening

of the Euro with respect to other currencies, with a nega-
tive impact on the value of the global agrochemical mar-
ket, despite the growth registered in volumes and prices.
Additionally, the Covid-19 pandemic created certain
problemsin the international distribution of goods, while
also leading to advance orders for agrochemicals from
national distributors with the aim of preventing possible
stock issues due to predicted productive and/or logistics
problems, which drove down the value of agricultural
commodities (this latter aspect mainly concentrated in
the first half of 2020). Fears about procurement problems
were overcome in the second half of 2020, leading to
constant and continuous recovery in the value of agricul-
tural commodities and incentivising farmers to increase
spending on agrochemical products.

With regard to the performance of specific markets, and
again with reference to information provided by Kynetec,
we note the following:

« In Europe, the Middle East and Africa, the agricultur-
al supply chain saw little impact from Covid-19, ensur-
ing a positive agrochemical sales season. In particular:
o In Europe, the season saw advance purchases/

demand for agrochemicals to prevent procure-
ment problems linked to production and logistics
(which, as noted, was concentrated in the first half
of 2020). Northern and Central Europe, including
the main markets of France and Germany, has a
dry spring which limited the use of fungicides, Is-
agro’s main sector, while in Southern Europe the
moderate weather with sufficient rainfall support-
ed consumption. The Covid-19 pandemic increased
demand for “healthy” food and for integrated or
organic food, providing a boost for Isagro’s Bioso-
lutions offerings. The regulatory climate in Europe,
inspired by a restrictive interpretation of the princi-
ple of precaution, led to a further reduction in avail-
able active ingredients, which pushed the market
to search for new options in the Biosolutions sector.
In this context, Kynetec estimates market growth in
agrochemicals in Europe of just under 1%, with a
total value of around 13 billion dollars at the man-
ufacturer level.

o In Africa and the Middle East, the market saw lim-
ited impacts from the Covid-19 pandemic and fea-
tured good weather conditions which supported
consumption of fungicides, above all in high value
cultivation. In Turkey and the Middle East this posi-
tive effect was partially offset by depreciation in lo-
cal currencies, which limited the spending capacity
of farmers. The countries in these regions, which ex-
port heavily to Europe, are also subject to the same



regulatory restrictions in terms of the chemicals
which can be used, and saw the same search for
alternative solutions in the Biosolutions segment.
Kynetec estimates that the agrochemicals market
in Africa and the Middle East grew by around 1%,
amounting to 2.2 billion at the manufacturer level.

* In North America the market saw a strong recovery

with respect to the previous season (especially during
the first part of the year), thanks to favorable weather
conditions which, after the heavy floods of 2019, made
a positive contribution to growth in the fungicide and
herbicide segments.

During the second half of the year prices of agricultur-
al commodities rose, while the request for agrochem-
icals for certain crops fell with respect to the first part
of the year (e.g. Cotton), due to (a) adverse weather
conditions in the southern regions, (b) a delay in plant-
ing and (c) in the case of cotton, a drop in the demand
for the fiber caused by the pandemic.

In this framework and considering the entirety of
2020, subsidies from the US government combined
with recovery in agricultural production improved
profitability for local agricultural business with a
positive impact on consumption of agrochemicals.
Canada saw market trends similar to those in the Unit-
ed States, with a recovery in the agrochemicals market
in historic levels due to more favorable weather trends.
Kynetec estimates that the agrochemicals market in
North America grew by around 3%, amounting to 9.5
billion dollars at the manufacturer level.

In South America, the market saw heavy growth in
demand led by an increase in cultivated land and sig-
nificant pressure from disease, above all for corn and
soy. In Brazil, unfavorable weather conditions with
constant rain delayed initial planting during the sec-
ond half and reduced expectations for returns on har-
vests. This led to a significant increase in the prices of
agricultural commodities, which had already become
attractive locally due to the depreciation of the real
vs. the US dollar (around 18%), pushing farmers to in-
crease their purchases of agrochemicals to protect and
increase the quality/yield of their crops. An increase in
demand for more innovative and higher added val-
ue agrochemicals was seen, as well as an increase in
planting of corn and soy. Sindiveg, the national associ-
ation of agrochemical manufacturers reported growth
of around 7% in the Brazilian market in terms of vol-
umes and of around 10% in terms of value in the local
currency. However, the significant depreciation of the
real relative to the US dollar led to a decrease in the
market value in US dollars of around 10%, as the in-
crease in price and changes in sales conditions were

insufficient to offset the effects of the depreciation. In
Argentina, the season was initially dry and then rainy,
supporting consumption of fungicides. As in Brazil, the
high value of the commaodities, in part supported by
depreciation of the local currency with respect to the
US dollar, led to increased demand for agrochemicals.
The use of strategies aimed at reducing resistance
to fungal diseases supported development of cop-
per-based products throughout South America, with a
trend showing continued growth. The pandemic had a
limited impact on the continent but growth in demand
for agrochemicals was partially compromised by de-
preciation of the local currencies. This led to overall
growth in the market of around 1.3% of its value in
dollars, according to Kynetec.
in Asia, the market trend was positive, although par-
tially affected by negative impacts due to depreciation
of the local currencies, supported (i) by the recovery
of the Australian market after a dry season, (ii) a favor-
able monsoon season in India, (iii) the resilience of the
agricultural supply chain in China after the pandemic
and (iv) good weather conditions in Southeast Asia. In
particular:

o in India, support for agricultural from the authori-
ties made it possible to limit negative impacts from
Covid-19. Additionally, a satisfactory monsoon sea-
son supported the use of agrochemicals and crop
yields;

o in China, the market grew despite the pan-
demic and the flooding during the first half
of the year. Disease pressure was significant
during the season and cultivated land grew by
around 700,000 hectares after 2 years of decline.
Yields from industrial crops increased by 1%
as a result of investments made in agriculture.

Consolidated revenues in 2020 amounted to € 110.3 mil-
lion, up by € 4.9 million compared to € 105.4 million in
2019 (+5%). This positive change is attributable to the
combined effect of:

greater Revenues from sales of Agrochemicals and
Services for € 8.0 million (+8%), of which € 7.2 million
relative to agrochemicals and € 0.8 million relative to
services;

an absence of Revenues from M/L Agreements (equal
to €3.1 millionin 2019).

With reference to the change in Revenues from sales of
Agrochemicals with respect to 2019, the higher level of
turnover in 2020, as stated totaling € 7.2 million, is due to
greater sales outside of Italy, mainly in the Americas and
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in the Middle East and Africa, especially in the bio-copper
products segment, and to a lesser extent to sales of the in-
secticide Deltamethrin. These sales results were achieved
in the context of the global Covid-19 health emergency,
which is still under way. One problem involved transport
of goods, due to problems associated with access to cer-
tain EU countries which had closed their borders (partial-
ly resolved by anticipating some second half deliveries in
the first half) and to the availability of logistics services

(partially mitigated by identifying new transport com-

panies). Additionally, your Group did not see any special

pressure in its particular product/customer segments in
terms of lower sales. Instead, as noted, these actually
grew with respect to the previous year.

With regard to the breakdown of revenues of only Agro-

chemical Products by geographic area, we can note that

in 2020:

« salesin Italy accounted for approximately 15% of turn-
over (compared to 19% in 2019), for a total of € 16.1
million (down by € 2.8 million compared to 2019);

« sales in other European countries accounted for ap-
proximately 40% of turnover (compared to 46% in
2019), for a total of € 42.9 million (down by € 2.6 million
compared to 2019);

« sales in the Americas accounted for approximately
28% of turnover (compared to 20% in 2019), for a to-
tal of € 29.5 million (up by € 9.4 million compared to
2019);

« sales in Asia accounted for approximately 6% of turn-
over (compared to 7% in 2019), for a total of € 6.7 mil-
lion (down by € 0.6 million compared to 2019);

« sales in the Rest of the World accounted for approxi-
mately 11% of turnover (compared to 8% in 2018), for
a total of € 11.3 million (up by € 3.2 million compared
to 2019).

Recall that as of January 1%, 2018, following first time

application of accounting standard IFRS 9 - Financial In-

struments, Revenues include earnings and losses arising
from hedging against exchange risk (domestic currency
swaps) on sales in currency other than the Euro. It should
also be recalled that, as explained in more detail below,

Isagro’s policy and procedures provide for the Company

hedging the exchange rate risk (and in particular the risk

associated with the US dollar) of the Parent Company

Isagro S.p.A. prospective net exposure of the year freez-

ing its exchange rate at the figure in the annual budget.

In relative terms, therefore, Isagro continues to be a

strongly foreign-oriented group, with the percentage of

agrochemical turnover during the period achieved out-
side Italy amounting to approximately 85%, up compared

to the 81% in 2019.

(€ 000) FY 2020 Change FY 2019

Italy 16,113 15.1% -14.7% 18,880 19.0%
Rest of Europe 42,852 40.2% -5.9% 45,522 45.8%
Americas 29,557 27.8% +46.9% 20,122 20.3%
Asia 6,728 6.3% -7.3% 7,261 7.3%
\'fve;rtlgf the 11,307 106%  +38.8% 8,147  82%
Losses on DCSs (58) -0.1% -90.8% (630) -0.6%

Agrochemicals

106,499 100.0% +7.2% 99,302 100.0%

subtotal

Other products [eee 36.9% 6,067
and services

Consolidated ', 357 +4.7% 105,369

Revenues

Table 1: Consolidated Revenues by Geographical Area

During 2020, the Isagro Group carried on its Research,
Innovation & Development activity in line with the new
business model, incurring total costs of € 7.9 million
(compared to € 13.5 million in 2019) of which € 3.2 million
capitalized (compared to capitalization of € 5.3 million
in 2019), attributable to (a) the extraordinary defense of
proprietary products, (b) development of new products/
formulations, (c) new registrations on a global basis and
(d) completion of the development of the proprietary
molecule Fluindapyr (an “SDHi”-class broad-spectrum
fungicide), which as noted above, was sold to FMC Corpo-
ration on October 2™, 2020. The 2020 Income Statement,
therefore, saw € 3.4 million less in Research, Innovation &
Development costs with respect to 2019.




(€000) FY 2020 FY 2019 DIFFERENCES

Revenues 110,327 105,369 +4,958 +4.7%

of which: from M/L Agreements* - 3,117 -3,117

Memo: Labor costs and provisions for bonuses (22,597) (25,735) +3,138

EBITDA before non-recurring income 3,769 (2,618) +6,387 NS

9% of Revenues 3.4% -2.5%

Non-recurring income* 30,331 - +30,331

EBITDA 34,100 (2,618) +36,718 N/S

9% of Revenues 30.9% -2.5%

Depreciation and amortization:

- tangible assets (2,430) (2,622) +192

-intangible assets (5,911) (6,552) +641

- rights of use IFRS 16 (793) (910) +117

- write-down of tangible and intangible assets (1,044) (1,034) -10

EBIT 23,922 (13,736) +37,658 N/S

% of Revenues 21.7% -13.0%

Interest, fees and financial discounts (990) 632 -1,622

Losses on foreign exchange and derivatives (716) (569) -147

Revaluations of equity investments - 191 -191

Profit/(Loss) before taxes 22,216 (13,482) +35,698 N/S

Current and deferred taxes (6,267) (1,568) -4,699

Profit of the Group from Continuing Operations 15,949 (15,050) +30,999 N/S

Net profit/(loss) from Discontinued Operations 202 1,143 -941

Net profit/(loss) 16,151 (13,907) +30,058 N/S
Table 2: Consolidated Income Statement - Summary Data

*These figures contribute for the same amount to EBITDA, EBIT and Profit/(Loss) before taxes

EBITDA before non-recurring income generated in 2020
came to € 3.8 million, up by € 6.4 million with respect to
the negative value of € 2.6 million in 2019, with margins
on Revenues consequently increasing from -2.5$ to 3.4%.
The increase in EBITDA with respect to 2019 was made
possible by:

» greater sales margins on Agrochemicals and services
for € 5.1 million, as a direct consequence of greater
sales during the year and the release of a good portion
of “inventory profit” deriving from the previous year;

« lower labor costs (salaries, wages, contributions, tax
and associated fixed costs) of € 3.1 million, due to the
14 person reduction in staff at December 31%, 2020
with respect to the December 31%, 2019 at the Group
level and, especially, with reference to the Parent
Company lIsagro S.p.A., with reference to both office
personnel and to RID activities recognized in the In-
come Statement, as well as lower fixed costs for per-
sonnel (travel, cafeteria, etc.), in part due to the smart
working methods established during the lockdown
which continued, albeit partially, throughout the year.

« other improvements in operations for € 1.3 million,
deriving from lower RID expenses recognized in the

Income Statement, excluding labor costs, lower provi-
sioning and lower fixed operating costs, again linked
to RID.

which together more than counterbalanced:

» lower margins relative to Revenues from M/L Agree-
ments for € 3.1 million (present in 2019 but absent in
2020).

Total EBITDA generated in 2020, including non-recurring
items, came to € 34.1 million, an increase of € 36.7 million
with respect to the negative € 2.6 million of 2019, due to
the capital gains realized through the sale of the mole-
cule Fluindapyr on October 2™, 2020, as noted above.

Depreciation, amortization and impairment for the
year amounted to € 10.2 million, down by € 0.9 million
compared to € 11.1 million recorded at December 31%,
2019. This decrease can mainly be linked to (i) € 0.6 mil-
lion for lower amortization of intangibles linked to cap-
italized RID projects, (ii) € 0.2 million for lower depreci-
ation of property, plant and equipment and (iii) € 0.1
million for a decrease in the amount of depreciation of
rights of use relative to the application of accounting
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standard IFRS 16 - Leases. Write-downs on assets, total-
ing € 1 million, was in line with the previous year and
mainly represents the write-down on a basic Fluindapyr
registration not sold to FMC, as well as write-downs car-
ried out on certain organic chemical patents deemed no
longer strategic for Isagro.

As a reflection of the items commented on above, your

Group closed 2020 with Operating profits ("EBIT") of

€ 23.9 million, up by € 37.6 million with respect to the

negative € 13.7 million recorded in 2019.

At financial operations level, in 2020 your Group recorded

Net financial charges for a total € 1.7 million compared

to the Net financial income of € 0.3 million in 2019, as a

combined effect of:

« Interest, fees and financial discounts are negative
at € 1.0 million in 2020, compared to a positive figure
of € 0.6 million in 2019. Recall that the positive figure
in 2019 included the € 2.1 million fair value assigned
to the shares of Arterra Bioscience S.p.A. when they
were listed on the AIM market in October 2019, entire-
ly absent in 2020; combined financial charges and fees
net of financial income excluding the previous item
instead went from € 1.5 million in 2019 to the already
stated amount of around € 1.0 million in 2020. The de-
crease in charges of € 0.5 million is mainly attributable
to lower interest payable on amounts due to banks as
a consequence of decrease debt exposure relative to
the same with respect to 2019;

« Losses on foreign exchange and derivatives comes
to € 0.7 million in 2020, compared to the loss of € 0.6
million in 2019, mainly linked to the Parent Company
Isagro S.p.A. and due to (i) the depreciation of the US
dollar and Brazilian real currencies, partially mitigated
by hedges established by Isagro S.p.A. And (ii) the ef-
fect of depreciation of the Indian rupee (the currency
used for the escrow fund of the Isagro Asia sale, par-
tially collected during 2020). To that end, note that
hedging led to a net gain of € 2.1 million, covering
most of the negative changes generated by operations
totaling around € 2.8 million. Recall that Isagro makes
use of hedging tools solely with regards to operations,
without any speculative aims;

+ Revaluations of equity investments amounted to
zero in 2020, compared to a positive € 0.2 million in
2019, with the change entirely associated with Arterra
Bioscience S.p.A.

As stated above, the Isagro Group operates on several

markets internationally and many trade relations are

managed in currencies other than the Euro, mainly in US

dollars. Consequently, the Parent Company Isagro S.p.A.,

in compliance with its “Financial Risk Management Pol-

icy" designed to "make safe" the exchange rate of the
budget, arranges USD exchange rate risk hedges, using

its forecast exposure for the year as indicated by the cur-
rency budget in US Dollars as the reference basis. With
regard to the hedging transactions carried out by the
Group, it should also be noted that these refer exclusively
to operational transactions and are not in any way specu-
lative.

Consolidated Profit before taxes was positive at € 22.2
million, up by € 35.7 million with respect to the loss of
€ 13.5 million seenin 2019.

At the level of fiscal management, Current and deferred
taxes at December 31%, 2020 were € 6.3 million, up by
€ 4.7 million compared to the figure of € 1.6 million at
December 31%, 2019, reflecting greater profit during the
year. Note that the Parent Company Isagro S.p.A. Made
use of all the deferred tax assets allocated for previous tax
losses, totaling € 3.5 million, relative to taxable income
which was higher than in 2019 due to the capital gains re-
alized through the sale of the molecule Fluindapyr. Also
recall that at December 31%, 2020 the Parent Company
Isagro S.p.A. Has previous tax losses totaling around € 21.8
million, as well as the portion subject to “fiscal redemp-
tion” approved by the Isagro S.p.A. Board of Directors on
March 16, 2021 and equal to around € 2.0 million.

Net results from Discontinued Operations come to
€ 0.2 million and represent a contingent asset deriving
from the excess amount of the provision allocated in
2020 for escrow fund established on December 27", 2019
with GSBC India for price adjustments in the sale of Isa-
gro Asia, after amounts were collected during that year
net of certain consulting costs associated with the sale
of Isagro Asia, but recognized for accounting purposes in
2020. The positive value of just over € 1.1 million in 2019
represented the net profit deriving from the sale of the
former subsidiary Isagro Asia.

As a consequence of what is explained above, your Group
ended 2020 with a Net Profit of € 16.2 million, up by
€ 30.1 million with respect to the loss of € 13.9 million in
20109.

From a financial point of view, consolidated Net Invest-

ed Capital at December 31%, 2020 amounted to € 84.5

million, down by € 40.9 million compared to € 125.4 mil-

lion at December 31%, 2019.

Net fixed assets at December 31%, 2020 amounted to

€ 49.6 million, showing a significant decrease of € 32.3

million compared to the € 81.9 million of December 31%,

20109.

These increases are mainly due to the changes that took

place in the items relating to:

« Other intangible assets, totaling € 21.1 million at De-
cember 31%, 2020, down sharply by € 26.3 million with
respect to December 31%,2019, mainly due to the com-



bined effects of (i) the sale of the molecule Fluindapyr
which had a book value of € 25.2 million, (ii) capital-
ized RID costs which were lower than amortization for
the year and (iii) the completion of the Purchase Price
Allocation process for Phoenix-Del S.r.l., which identi-
fied the Registrations item as the Primary Income Gen-
erating Asset (PIGA) for a value of € 1.6 million;

Other medium/long-term assets and liabilities,
amounting to a total of €2.0 million at December 31%,
2020, down by € 5.2 million with respect to Decem-
ber 31%, 2019, substantially due to (i) dynamics in the
reallocation of installments pursuant to M/L agree-
ments due in the next 12 months to short-term assets
and (ii) the use of deferred tax assets allocated for tax
losses from previous years by the Parent Company Is-
agro for € 3.5 million;

Financial assets, totaling € 3.1 million at December
31, 2020, down by € 1.0 million with respect to De-
cember 31%, 2019, reflecting the measurement of the
equity investments held in Arterra Bioscience S.p.A.

by Isagro. Recall that as of October 28t 2019, this
item includes the stock market fair value of the equi-
ty investment totaling 16.8% of the Ordinary Shares
of Arterra Bioscience, after these were listed on the
AIM market managed by Borsa Italiana S.p.A. on the
same date. For more information, please see the in-
formation in the Notes on the Consolidated Financial
Statements at December 31%,2019;

Tangible assets, amounting to € 15.2 million as at De-
cember 31, 2020, down by € 0.4 million compared to
December 31%, 2019, due to reduced investments for
the year net of relative depreciation;

IFRS 16 rights of use, totaling € 4.1 million at Decem-
ber 31%, 2020, down by € 0.3 million with respect to
December 31%,2019;

Goodwill, totaling € 4.2 million at December 31%, up
by € 1.0 million with respect to December 31%, 2019,
mainly due to completion of the Purchase Price Allo-
cation process for Phoenix-Del S.r.l. which identified
Goodwill as a residual item, assigning a value of € 1.2
million.

(€000) Dec. 31st, 2020 ‘ Dec. 31st, 2019 Differences

Net fixed assets 49,622 81,945 -32,323 -39.4%

of which:

Goodwill and Other intangible assets 25,244 50,535 -25,291

Tangible assets 15,157 15,585 -428

Rights of use IFRS 16 4,091 4,421 -330

Financial assets 3,140 4,176 -1,036

Other m/I-term assets and liabilities 1,990 7,228 -5,238

Net working capital 39,218 41,937 -2,719 -6.5%

of which:

Inventories 39,553 40,853 -1,300

Trade payables (24,206) (26,143) +1,937

Trade receivables 23,871 27,227 -3,356

Other current assets and liabilities and current provisions (2,759) 3,409 -6,168 N/S

Severance Indemnity Fund (SIF) (1,546) (1,877) +331 -17.6%

Net invested capital 84,535 125,414 -40,879 -32.6%

Financial assets and liabilities held for sale - - =

Total 84,535 125,414 -40,879 -32.6%

Financed by:

Equity 105,912 91,020 +14,892 +16.4%

Net Financial Position (21,377) 34,394 -55,771 N/S

of which:

M/L-term debts: 4,111 30,984 -26,873 -86.7%

Financial liabilities - IFRS 16 4,242 4,522 -280

Debt/Equity Ratio (0.20) 0.38

Total 84,535 125,414 -40,879 -32.6%
Table 3: Consolidated Balance Sheet - Summary Data
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Net working capital at December 31, 2020 amounted
to € 39.2 million, down by € 2.7 million compared to De-
cember 31%,2019.

More specifically:

+ Inventories at December 31%, 2020 decreased by € 1.3
million with respect to December 31%, 2019, mainly
due to an increase in sales by Isagro Brasil, Isagro Es-
pafa and Isagro USA during the year, leading to con-
sumption of the stock present at the end of 2019, as
well as inventory write-downs by the US subsidiary
totaling € 0.5 million;

« Trade payables at December 31, 2020 decreased
by € 1.9 million with respect to December 31%, 2019,
mainly due to the cited decline in inventories, as well
as due to a different schedule with respect to 2019 for
the purchase/payment cycle;

+ Trade receivables at December 31, 2020 fell by € 3.3
million with respect to December 31%, 2019, with the
change mainly attributable to the Parent Company
Isagro S.p.A. as a result of both the effect of lower sales
in the fourth quarter of 2020 with respect to the same
period the previous year and the reallocation of the
current portions of residual receivables relative to M/L
Agreements, as well as greater cut-offs in December
2020 with respect to December 2019.

Other current assets and liabilities for the year at De-
cember 31%, 2020 amounted to € -0.6 million, down by
€5.8 million with respect to the € 5.2 million at December
31°%, 2019, mainly due to the collection during the year of
€ 3.6 million associated with the escrow fund for the sale
of Isagro Asia. Current provisions instead totaled € 2.2
million at December 31%, 2020, compared to the amount
of € 1.8 million recorded on December 31%, 2019. Conse-
quently, Other current assets and liabilities and Current
provisions went from € 3.4 million at December 31%,2019
to €-2.8 million at December 31%, 2020.

As far as the Severance Indemnity Fund is concerned, it
was € 1.5 million at December 31%, 2020, down by € 0.4
million compared to the figure of € 1.9 million at Decem-
ber 31%, 2019. The decrease is consistent with the reduc-
tion in personnel during the reporting period. For further
information, please see the section "Human Resources".
In terms of funding sources, consolidated Own funds at
December 31%, 2020 totaled € 105.9 million, up by € 14.9
million with respect to the € 91.0 million recorded at
December 31%, 2019, mainly due to the effect of (i) the
changes in the net profit (loss) for the year, (ii) the de-
crease in the translation reserve mainly relative to the
items of Isagro Colombia and Isagro Brasil, and (iii) the
reduction in reserves relative to the Fair Value Through
Other Comprehensive Income (FVTOCI) measurement of
the shares held in the investee Arterra Bioscience S.p.A.

The consolidated Net Financial position (NFP) as at De-
cember 31%, 2020 hence was positive at € 21.4 million,
down by € 55.8 million with respect to the negative NFP
of € 34.4 million at December 31, 2019.

This € 55.8 million decrease with respect to December

31%,2019 is linked to:

« €51.9 million in net Consolidated Financial cash flows
deriving (i) from the sale of the molecule Fluindapyr,
for the price of € 55.0 million on October 2™, 2020 and
(ii) the acquisition of the company Phoenix-Del S.r.l.
for the price of € 3.1 million on October 14", 2020;

« € 3.6 million from cash flows deriving from the receipt
of the escrow fund relative to the December 27", 2019
sale of Isagro Asia;

o €2.7 million from cash flows deriving from the decrease
in net working capital;

o €-2.7million from operating cash flow during the year;

« € 0.3 million from the decrease in financial payables
pursuant to IFRS 16.

Note that after receiving the sale price for Fluindapyr, the
Parent Company Isagro S.p.A. repaid a large part of the
existing medium/long-term loans in advance, with total
financial payables for the Group at December 31%, 2020
prior to this payment amounting to € 8.7 million.

Lastly, in light of the above, the consolidated debt/equi-
ty ratio (i.e. the ratio between Net Financial Position and
Own Funds) came to -0.20 at December 31%, 2020, again
at the consolidated level (or to -0.24 net of the effect of
IFRS 16) compared to the value of 0.38 recorded at De-
cember 31°%,20109.

During the twelve months of 2020, your Group generated,

excluding the effects of IFRS 16:

« negative operating cash flow of € 2.7 million (that is,
excluding changes in NWC, the effects of the sale of
Fluindapyr and the acquisition of Phoenix-Del S.r.l., as
well as changes in the NFP linked to IFRS 16);

» cash flow from positive changes in NWC of € 2.7 mil-
lion;

« cash flow deriving from the receipt of the escrow fund
relative to the sale of Isagro Asia of € 3.6 million;

« cash flow from the sale of Fluindapyr for a positive
€ 55.0 million;

« cash flow from the acquisition of Phoenix-Del S.r.l. for
a negative € 3.1 million,

thereby arriving at positive free cash flow for the year of

€ 55.5 million. considering this value together with the

decline in IFRS 16 items, totaling € 0.3 million, the NFP
at December 31%, 2020 is down by € 55.8 million with re-

spect to the figure at December 31%, 2019.



(€000) FY 2020 FY 2019
Net profit/(loss) 16,151 (13,907)
Gross Cash Flow 26,329 (2,789)
- Investments (5,318) (7,956)
+ Other changes (excluding IFRS 16)* (23,708) 12,703
Free Cash Flow, operating (2,697) 1,958
Sale of Fluindapyr 55,000 =
Acquisition of Phoenix-Del S.r.l. (3,100) -
Sale of I/Asia (escrow fund) 3,569 -
Free Cash Flow before A NWC 52,772 (4,467)
ANWC 2,719 13,287
Free Cash Flow 55,491 15,245
Effect of IFRS 16** 280 (4,522)
Change in NFP 55,771 10,723

Table 4: Summary of Cash Flows

* Includes, among other things, the changes relative to receivables from M/L
Agreements and to provisions for taxes

**Non-cash component

The table below shows the key financial indicators of the

Isagro Group.

2020 2019

Average No. of shares outstanding*

(000) 37,968
Basic earnings/(loss) per share* (€) 0.43
Equity per share* (€) 2.79
R.O.E. 15.2%
R.O.l. 28.3%
Net Financial Position /| EBITDA (0.63)

Table 5: Main Financial Indicators

37,860

(0.37)

2.40

-15.3%

-11.0%

(13.14)

*Excluding 865,057 treasury Growth Shares in 2019 and 756,933 treasury Growth Shares in

2020

With reference to the main financial indicators, in 2020
there was profit per share of 0.43 compared to the loss
per share in 2019 of 0.37. In the same way, there was
an improvement in R.O.E. (Return On Equity), of 15.2%,
compared to -15.3% in 2019, as well as improvement in
R.O.l. (Return On Investment) went from -11.0% in 2019
to 28.3% at December 31%, 2020 due to the effect of an
increase in operating profit and a decrease in net invest-
ed capital.

The ratio between the Net Financial Position and EBIT-
DA also improved, going from -13.14 in 2019 to -0.63
at December 31%, 2020, as a result of the combined ef-
fect, on the one hand, of the increase in EBITDA (from
the negative figure of € 2.6 million in 2019 to the pos-
itive figure of 34.1 in 2020) and, on the other hand, the
presence of a NFP on the credit side at the end of 2020,
compared to a NFP on the debit side at the end of 2019.
The structures of financial covenants on a consolidated
basis established for existing medium/long-term loan
contracts were complied with at December 31%, 2020, as
the Isagro Group had a positive Net Financial Position at
the end of the year.

CONSOLIDATED FINANCIAL STATEMENTS
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In order to better represent the Group's financial perfor-
mance and position as well as strategic results, it was
deemed appropriate to present the main items relating
to the Parent Company Isagro S.p.A. as well, which does
not only provide coordination and strategic guidance, as
the Group's holding company, but also acts as a research,
production, marketing and sales center.

Therefore, with reference to the 2020 results of

Isagro S.p.A., they are represented by:

» Revenues totaling € 92.2 million, down by € 2.5 mil-
lion (-3%) with respect to the € 94.7 million recorded
in 2019;

 positive EBITDA of € 29.5 million, up by € 32.7 million
with respect to the negative € 3.2 million recorded
in 2019, mainly reflecting the capital gains realized
through the sale of the molecule Fluindapyr on Octo-
ber 2™, 2020;

+ Net profit of € 14.1 million compared to the profit of
€17.2 million seen in 2019, reflecting the above. Recall
that the profits in 2019 were attributable to the effects
of the sale of Isagro Asia on December 27", 2019.

During the fourth quarter of 2020, the Isagro sales organi-
zation saw additional progress with regards to the Isagro
strategic structure, specifically development of business
for the copper and biosolutions portfolios and strength-
ening of its sales presence in local areas.

In particular, activities were intensified to integrate
the product range and customers coming from
Phoenix-Del .r.l., acquired in October 2020, which has a
significant presencein Italyin addition to promising future
developments in Spain and France. This made it possible
to strengthen its relationship with shared customers as
well as to develop relationships with customers new to
Isagro, and/or add the range of Phoenix-Del S.r.l. projects
to existing users of Isagro products.

In terms of direct sales in Italy, during the third quar-
ter of 2020 the new catalog was published which
includes the full array of Isagro agrochemicals. This led
to the organization of webinar events, which thanks to
participation by third-party experts, some of whom came
from the academic world, made it possible to better
highlight the value provided by Isagro's offerings.

The fourth quarter also confirmed the general strength-
ening of market position in countries in which Isagro has
a direct sales organization, as well as in Turkey, the Mid-
dle East and Africa.

During 2020, Isagro incurred research, innovation & de-
velopment costs totaling € 7.9 million, of which € 3.2
million were capitalized against investments for devel-
opment, registration and the extraordinary protection of
proprietary products worldwide. During 2019, these ex-
penses amounted to € 13.5 million, of which € 5.3 million
were capitalized.

During the lockdown period of 2020, Research and De-
velopment was reduced to a minimum to ensure compli-
ance with anti-Covid-19 regulations. In addition to basic
maintenance of the collection of pathogens and insects
necessary for greenhouse tests, only certain in field ex-
periments were continued which could not be deferred,
to avoid losing an entire season. These included experi-
mental tests to extend the Trichoderma label and for “re-
sidual testing” associated with registration defense.

A) RESEARCH AND INNOVATION

In line with the redefinition of Isagro’s business mod-

el, in 2020 research and innovation was focused on

(i) continuing activities for new nutritional/biostimu-

lant products (ii) finalizing efficacy tests to extend the

Trichoderma brand and (iii) setting up assessment

work for Trichoderma by Isagro formulations specifi-

cally intended to treat seeds, based on the strong re-
quest for this type of solution coming from the com-
mercial sector. In particular:

o various formulations based on antagonist strains
for Trichoderma were prepared and new testing
methods were perfected to verify selectivity and ef-
ficacy of treated seeds in the greenhouse. After this,
certain formulations were selected based on the
greenhouse studies which were then transferred
to in field experiments on cereals with fall planting,
also in cooperation with major seed companies.
The products generally showed a positive effect
on the emergence of seedlings and tests are still in
progress to confirm the efficacy of spring recovery.
Experiments on Trichoderma by Isagro also contin-
ued to determine containment of significant agri-
cultural diseases relative to which label extension
is planned for the near future, including botrytis
bunch rot, fusarium wilt and apple scab;

o greenhouse and in field experiments involving
new research lines begun in response to marketing
requests for the future Biosolutions portfolio:
an innovative iron chelation to treat chlorosis,
proprietary for Isagro, for treatments of both
leaves and soil, and a polymer for soil application
to make the use of irrigation water more efficient,
as well as new formulations for the Isagrow line to



protect and improve the quality of fruit or to protect
crops from abiotic stress, which are demonstrating
positive properties in the field and are likely to soon
be launched on the market;

o during September 2020 the Italy/Israel EndPoint
industrial cooperation project was begun, financed
by the Ministry for Foreign Affairs and International
Cooperation (MAECI) to extract enzymes produced
by Trichoderma by Isagro and study their activity
in biocontrol of insecticides. Cooperative projects
with the University of Insubria (prov. Varese) are
confirming the ability of our Trichoderma strain
to produce an enzyme; its bioinsecticide capacity
(found in the literature) must be confirmed in lab
and greenhouse assessments at the Renato Ugo
Research Center and at the Migal Institute in Israel.

B) PRODUCT DEVELOPMENT

The main development activities carried out since the
start of the year are highlighted below.

Biostimulants, microbiological products, pheromones
The monitoring activity related to the authorization

processes, which are underway and aimed at sup-
porting the business, continued. After the success of
the new Ergostim XG + microelements on the Chinese
market, with an ad hoc formulation, this new formula-
tion is also being offered in other countries including
Ecuador and Egypt, to overcome difficulties linked to
obtaining registration for the active ingredients ATCA
and TCA.

Preparatory activities continued to obtain authori-
zation to sell the new Premio fertilizer above all in
non-EU countries. In particular, for China, ad hoc for-
mulations were developed containing Ca (calcium), in
order to meet the local registration requirements, and
registration for Premio + Ca (calcium formate) was ob-
tained on June 12, 2020.

Asecond formulation of Siapton was also perfected for
China, which contains different microelements than
the previous one, with the possibility of differentiating
between offerings and extending the market. The rel-
ative registration file was presented to the competent
authorities in December 2020.

Additionally, the possibility of proposing Goleador
(Siapton nature) as a corroborant is being assessed,
with in field testing. This product has features that
improve plant resistance to harmful organisms (biotic
agents) and protect plants from non-parasitic damage
(abiotic agents).

Of the products with specific action on the soil, inoc-
ulum of mycorrhizal fungi that make use of the waste
material of the Remedier production process, a line of
new products was perfected under the Biocross label,
included in the fertilizer register. Additionally, a new
formulation with Trichoderma is being developed for
seed treatment, in cooperation with major seed com-
panies.

During 2020 files were sent to register Siapton in
Uruguay, Mexico, China, Brazil, Belarus and Ecuador,
while documentation to obtain authorization to sell
the Ergostim product was submitted to authorities in
Egypt, Uruguay and Brazil. Registration is expected to
be received in 2021 for all these products.

With regards to pheromones, the request for definitive
documents for Ecodian CT was received to register the
product in Italy. The product controls the main lepi-
doptera which affect chestnut trees. Registration will
be granted when the European Commission updates
the lists of Eu-authorized pheromones. This is a sim-
ple administrative action which, however, is currently
blocking release of the registration.

The process to renew the inclusion of pheromones in
Annex | continues. After submitting the renewal dos-
sier, and waiting for the end of the comment period,
the request to submit new information was received
and sent and authorization for these active ingredi-
ents, which was to expire in August 2020, was extend-
ed through August 2021 in Europe.

Further, the process to renew the inclusion of Tricho-
derma asperellum and T. gamsii in Annex | continues,
with comments and documentation sent to the Rap-
porteur Member State (Sweden). The authorization
of these active ingredients was extended in Europe
until April 2020 with Regulation of January 31%, 2019
(2019/168). An additional 12 month extension is await-
ed.

In November 2019, the dossier was submitted for ad-
versity extension (chocolate spot of pear trees) for Ra-
dix Soil in Italy following the phytoiatric emergency in
the fruit areas in Emilia Romagna in recent years. Reg-
istration was obtained in February 2020 and allows for
insertion of pear trees in the production guidelines.
Experiments are also under way in Spain and Portugal,
coordinated by the Novara Research Center, to sup-
port registration of the product in these countries.
Also note that the registration dossier was submitted
to obtain an extension for use of Remedier on peach
trees in Italy and to obtain initial registration in Cana-
da and Mexico.

CONSOLIDATED FINANCIAL STATEMENTS

19



20

Fumigant
As regards the fumigant Dominus, the main activities

were:

o obtaining equivalence at the federal level for three
new Chinese and one new Indian sources of the
technical active principle AITC for the United States
and obtaining state registration for Florida;

o continuation of support activities for obtaining au-
thorization to produce in India and export technical
and formulated AITC;

o execution of certain toxicology and in field efficacy
tests needed to obtain registration of the new AITC
20 formulation for the US.

Copper-based products
With reference to copper-based products, the main ac-

tivities were as follows:

o follow-up of the re-registration processes (article
43) of formulations in Europe (19 formulations and
141 registrations);

o preparation of the program for residual tests in Cen-
tral Europe (6 crops and 56 total tests), needed to
maintain existing registrations;

o preparation of the program for residual tests in
Southern Europe (7 crops and 39 total tests), need-
ed to maintain existing registrations;

o preparation of the program for efficacy tests in Tur-
key (4 total tests), needed to maintain existing reg-
istrations;

o presentation of the registration dossier for Grifon
SC to the authorities in Armenia;

o presentation of the registration dossier for Grifon
SC to the authorities in North Macedonia;

o preparation of registration dossiers for techni-
cal copper oxychloride to support registrations of
third-party companies in Libya, Egypt, the United
Arab Emirates, Jordan, Albania, Guatemala and
North Macedonia;

o presentation of the request for exceptional use of
Coprantol Duo on sugar beets in Germany;

o presentation of the request for three new clones in
Italy and three new clones in Spain;

o participation in the European Copper Task Force's
follow-up for the renewal of Copper salts approval
at European level;

o presentation of the registration dossier for Airone
SC to the authorities in Kenya, Pakistan and Bolivia;

o the obtaining of 6 registrations for copper-based
formulations in Italy (clones of the Airone formula-
tion) and in Spain (clones of formulations based on
the Bordeaux mixture).

Tetraconazole - a broad spectrum fungicide
After the dossier was sent to the EFSA and European

Commission to renew approval of the active ingre-
dient in the European Union and all member states,
the final studies in progress were completed and the
results submitted to the Rapporteur Member State
(France).

While waiting initial feedback from the French author-
ities (a request for additional data was initially expect-
ed to be received by May 2020, which did not occur,
likely because of Covid-19), work to assess the possi-
bility of studying surface water monitoring continued,
relative to which the contractor has already completed
the first stage (identifying possible monitoring loca-
tions). Additionally, the report gathering environmen-
tal monitoring data for Tetraconazole was completed,
accessing all the European Union databases. This re-
port demonstrates that in the vast majority of cases
concentrations of Tetrconazole in the environment are
much lower than that forecast in the calculation mod-
els and are therefore undetectable.

Finally, note that six new registrations were received in
the Czech Republic, Italy and Argentina.

Kiralaxyl® (or Benalaxyl-M, formerly IR6141) - active iso-

mer fungicide of Benalaxyl
The development activity focused, inter alia, on the

following projects:

o evaluation of the preparation and follow-up for the
European review of the Fanti A formulation (article
43), following the registration obtained in various
countries in the Southern Europe Zone (France,
Portugal, Spain, Greece and Croatia) during 2019
and at the beginning of 2020;

o coordination with Gowan, the European licensee,
for registration activities in support of development
of the business of Kiralaxyl-based formulations in
the European Union;

o Relative to renewal of the active ingredient in the
European Union, for which submission is planned
for July 2022, planning for supplementary studies
to update the dossier has begun, in particular:

o residual tests with the aim of reducing the Good ag-
ricultural practices to two treatments, in line with
agricultural practice and the suggestions of the
FRAC (Fungicide Resistance Action Committee) to
combat resistance;

o otherstudiesintended to complete information pro-
vided about the behavior of the active ingredient in
the ground and in water (degradation and mobility),
as well asin plants;

o preliminary study to assess MRL (Maximum Residue
Levels) in honey;



o obtaining two registrations in France identical to
those already authorized, Fantic A.

o Notification activities were completed with regards
to poison control centers, for formulations classi-
fied as harmful to humans. This was a large project
(around 200 notifications in 27 EU countries), which
is expected to make it possible to postpone to 2025
the assignment of a Unique Formula Identifier
(UF1), a 16 digit code to be placed on the labels of
products sold.

C) REGISTRATIONS OBTAINED

During 2020, 66 new authorizations for sales were ob-
tained, including “clones”, 17 of which for copper-based
formulations. Among others, including those which were
already partially indicate above, the following registra-
tions were obtained: Fantic A (Kiralaxyl+Oxychloride) in
Croatia, Premio (biostimulant) in Algeria and in China,
Emerald (Tetraconazole) in Portugal, Airone SC (copper)
in South Korea, Domark 125 (Tetraconazole) in Russia,
Badge WG and Neoram WG in Bosnia and Herzegovina,
Fly-Off (Deltamethrin) in Italy, Antal (Deltramethrin) and
Goleador (biostimulant) in Greece, Dominus (fumigant)
in Algeria, Airone WG (copper) in Palestine, Isacop (cop-
per) in Rwanda, Galileo (Tetraconazole) in France.

A) 2018-2021 RETENTION AND INCENTIVE PLAN
With regards to the 2018-2021 Retention and Incentive
Plan approved by the Isagro S.p.A. Board of Directors
on April 29", 2018, during 2020 182,500 Growth Shares
were assigned.

B) LIQUIDATION OF ISAGRO POLAND
On January 13, 2020, the liquidation process of Is-
agro Poland concluded. The closing process of the
company, fully controlled by the Parent Company
Isagro S.p.A., had been initiated on January 11*, 2019.

C) POSSIBLE IMPACTS OF THE HEALTH CRISIS

The recent global health crisis cause by Covid-19, de-
clared a worldwide pandemic in March 2020 by the
World Health Organization, with a lockdown during
the initial stage in most advanced and developing
economies, was initially judged to be likely to signifi-
cant effects on industrial agriculture, and in particular
on the agrochemical sector, depending on the dura-
tion of the crisis and the effectiveness of the monetary
and fiscal policies implemented by the central banks
and national governments.

As already reported in this Report, in the end the im-

pact of the Covid-19 pandemic on the agrochemicals
market in 2020 was limited.

Relative to the impacts of the pandemic, taking into
consideration the continuation of the same well past
2021, in a situation in which monetary and fiscal pol-
icies are inadequate to support income and employ-
ment levels, there could be more widespread effects
seen in the agrochemicals segment, with drops in the
prices of agricultural commodities and consequent
higher pressure on volumes and prices of agrochemi-
cal products, which at present have not yet been seen.
On the contrary, starting in the last part of 2020 a sig-
nificant increase was seen in the prices of the main
commodities (especially copper).

In 2020, Isagro plants were not subject to lockdown re-
strictions in that they fall under an Adeco code which
classifies them as “strategic”, pursuant to government
provisions.

During the year, at all Isagro Group sites incentives for
employees to work from home have been successful
for all departments able to do so, thereby allowing
for a significant reduction in staff presence at the of-
fice even before this was required by the relative gov-
ernment decrees, with notable effects in terms of in-
creased productivity. These methods are still partially
in use.

While at present this is not a factor, Isagro constantly
and carefully monitors any issues associated with pro-
curement difficulties which could lead to temporary
closure of the production plants of certain suppliers
(mainly foreign), as well as any possible delays in ship-
ments/deliveries linked to the circulation of goods.
The final figures at December 31%, 2020 indicate that,
with respect to the initial forecasts for 2020 that did not
incorporate the possible aspects of Covid-19 and with
respect to later analysis prepared internally by Isagro
management (Group forecast with estimates through
December 31%, 2020), the pandemic did not create any
significant effects during 2020, either for economic re-
sults or financial projections (the latter in particular
with reference to issues of amounts collected from cus-
tomers and bank financing). Additionally, in part thanks
to a 2019 which saw a significant decrease in sales due
to de-stocking needs in particular linked to two major
customers, 2020 saw an increase in turnover and mar-
gins with respect not only to the initial budget estimates
(which as noted did not include the effects of Covid-19)
but, more so, with respect to the maximum risk sensi-
tivity scenarios hypothesized by management for 2020,
which included worse input with respect to the consol-
idated 2020-2025 Business Plan approved by the Board
of Directors on May 6™, 2020.
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Looking instead to 2021, the currently available infor-
mation does not allow for precise projections on the
possible effects of the Covid-19 pandemic on this year,
also due to the numerous variables involved that are
outside of Isagro's control (demand for agricultur-
al products, commodity prices, global GDP recovery
trend, vaccine campaigns, monetary/fiscal policies,
etc.). Again hypothesizing a situation in which the pan-
demic continues throughout 2021, while managed by
governments in a more prudential manner than that
seen during the initial stages of the infection in 2020,
at present, also in the light of the vaccine plan current
being implemented, Isagro does not see any risk of im-
pacts on the revenues and margins forecast in the 2021
Budget and 2022-2025 Business Plan, approved by the
Isagro Sp.A. Board of Directors on March 4, 2021. Addi-
tionally, at present it is not possible to make forecasts
beyond 2021 given that, all other things being equal,
much will depend on the result of the vaccine cam-
paigns currently in course throughout the world.
Further, with reference to January-February 2021, no
significant impacts were seen on sales, orders and
amounts collected. Instead, all these indicators ap-
pear to suggest growth.

Note that in 2020 the Covid-19 pandemic involved
greater fixed costs to purchase personal protective
equipment (mainly masks, disinfectant gel and other
safety devices) and for increased cleaning, for around
€ 245 thousand, and a benefit from the Unemploy-
ment Fund with reference to the Novara/Galliera Re-

search Center and the Bussi plant of around € 270
thousand. Requests/receipts of subsidized loans and/
or contributions were not seen, nor were any invest-
ments postponed.

D) NOVARA AND GALLIERA UNEMPLOYMENT BENEFITS

On March 23, 2020, after notification of the region-
al union organizations, the Unemployment Benefits
Fund (CIGO) was activated for the Novara and Galliera
Research Center due to the Covid-19 emergency, as
established under the Decree Law of March 18, 2020,
for a total of 9 weeks, beginning on March 23,2020 and
ending on May 24™", 2020.

The reasons that made the recourse to the CIGO neces-
sary are attributable to the health emergency relating
to the spread of COVID-19, following the various De-
crees issued by the Italian Prime Minister and regional
orders, with which various restrictions were approved
to limit the risk of infection, such as the suspension of
activities not required for production.

Activities resumed normally on May 25, 2020.

E) BUSSI UNEMPLOYMENT BENEFITS

On April 3", at Confindustria Chieti Pescara, the trade
union agreement was signed on recourse to a period
of suspension of production activities at the site in
Bussi sul Tirino, with support from the CIGO (Cassa In-
tegrazione Guadagni Ordinaria - Ordinary Redundan-
cy Fund) for the COVID-19 emergency as envisaged by
Decree Law of March 18, 2020, for a total of 9 weeks
with activation from April 6™, 2020 and duration up to
June 7', 2020.

The reasons that made the recourse to the CIGO neces-
sary are attributable to the health emergency relating
to the spread of COVID-19, following the various De-
crees issued by the Italian Prime Minister and regional
orders, with which various restrictions were approved
to limit the risk of infection, and for an issue associat-
ed with the procurement of raw materials.

Activities resumed normally on June 8%, 2020.

F) APRILIA UNEMPLOYMENT BENEFITS

On June 24" 2020 a trade union agreement was
signed with Unindustria Rome Frosinone Latina Rieta
Viterbo to suspend production at the Aprilia plant for a
set period, with support from the Unemployment Ben-
efits Fund (CIGO) due to the Covid-19 emergency, as
established under the Decree Law of March 18, 2020.
The duration of the CIGO was set at 9 weeks, beginning
on July 13, 2020 with a return to activity planned for
September 28™, 2020.

The reasons that made the recourse to the CIGO neces-
sary are attributable to the health emergency relating



to the spread of COVID-19, following the various De-
crees issued by the Italian Prime Minister and regional
orders, with which various restrictions were approved
to limit the risk of infection, and for an issue associat-
ed with a lack of work orders coming from third-party
companies.

Note that activities resumed normally on September
21%t, 2020, prior to the date initially forecast, after the
confirmation of a work order to be delivered by Octo-
ber 31%, 2020.

G) APPROVAL OF 2019 FINANCIAL STATEMENTS AND

EVALUATION OF THE INDEPENDENCE OF ISAGRO DI-

RECTOSR

On June 19, 2020, the Shareholders' Meeting of the

Parent Company Isagro S.p.A.:

o viewed the consolidated data and non-financial
declaration relative to 2019 for the Isagro Group;

o approved the Isagro S.p.A. 2019 financial state-
ments, accompanied by the Report on Operations,
as approved by the Isagro Board of Directors on
March 6, 2020 and disclosed to the market. Note
that the profits for 2019, equal to € 17.2 million,
are entirely attributable to capital gains realized
through the sale of the subsidiary Isagro Asia.
These profits were destined as follows: (i) to the le-
gal reserve for € 0.9 million, (ii) to the unavailable
reserve for fair value measurement of shares pursu-
ant to article 6, paragraph 1, letter b) of Legislative
Decree no. 38/2005, (iii) € 1.4 million to cover losses
from previous financial years and (iv) € 12.2 million
in retained earnings, to be recognized, pursuant to
article 24 of the By-Laws, in a specific Shareholders’
Equity reserve.

On the same day, the Shareholders’ Meeting resolved
to approve the first and second section of the Report
on Remuneration and on Fees Paid, prepared pursu-
ant to article 123-ter of Legislative Decree 58/1998,
(Consolidated Law on Finance, TUF).

In addition, the Board of May 6™, 2020 assessed, pur-
suant to art. 3 of the Corporate Governance Code of
listed companies, the necessary requisites of indepen-
dence of Enrica Maria Ghia, Marcella Elvira Antonietta
Logli, Giuseppe Persano Adorno, Erwin Paul Walter
Rauhe and Angelo Zaccari, as independent directors.

H) AMOUNTS COLLECTED FROM ESCROW FUND FOR ISA-

)

GRO ASIA SALE

At the beginning of April 2020, Isagro S.p.A. and Pl In-
dustries reached an agreement on the release of the
portion of the escrow fund established on December
27, 2019 with HSBC India relative the price adjust-
ments for the sale of Isagro Asia (“true-up adjust-
ments”), based on which Isagro collected around € 1.7
million in the same month. Also in April, HSBC India
paid Isagro S.p.A. an additional € 1.0 million pertaining
to an initial tranche of local value-added tax (“GST”)
refunded to Isagro Asia by the Indian Revenue Service,
which, in the same way, was subject to the escrow
fund.

Further, in July, HSBC India paid Isagro S.p.A. anoth-
er € 0.6 million relative to a second tranche of local
value-added tax ("GST”) and, in October, yet another
€ 0.1 million relative to another tranche of local val-
ue-added tax (“GST”).

PHISHING FRAUD AGAINST ISAGRO ESPANA

In May 2020 the fully controlled subsidiary Isagro Es-
pana was the victim of “phishing”, which led the com-
pany to pay around € 870 thousand unnecessarily to
a limited liability company with its registered office
and current account in Hong Kong, without any in-
volvement for the Parent Company. The Isagro Group
promptly implemented a series of actions to recover
the amounts, starting on the morning immediately af-
ter the fraud was identified, including making formal
complaints to public safety authorities in Spain and
Hong Kong and involving internationally respected
attorneys in Italy, Spain and Hong Kong. After these
actions, the current account to which the funds were
transferred was initially “flagged” and shortly there-
after blocked by the legal and banking authorities of
Hong Kong. At the same time, the Group took legal
action in Hong Kong and on July 14™, 2020 the High
Court of the Hong Kong Special Administrative Region
issued a Final Judgment ordering repayment of the
sums involved in the fraud to Isago, later confirmed
with an executive order issued at the end of Septem-
ber.

The sums involved in the fraud were returned to the
Spanish subsidiary on November 25™, 2020, minus or-
dinary associated bank fees.

CONSOLIDATED FINANCIAL STATEMENTS

23



J) SALE OF THE MOLECULE FLUINDAPYR

On October 2", 2020, after acceptance of the binding
offer received from the North American FMC Corpora-
tion by the Board of Directors of Isagro S.p.A. on May
6™, 2020 and the signing of the Asset Purchase Agree-
ment in July, the sale of the molecule Fluindapyr to
the cited company was finalized, with simultaneous
receipt of the Price, of € 55 million.

The sale of Fluindapyr, for which Isagro had recognized
a book value of around € 25 million at September 30",
2020, is a component of the process to redefine the Is-
agro business model, returning focus to copper-based
and organic products, while keeping selected organic
chemical assets in the portfolio relative to integrated
crop management and cash-cows. The € 55 million
which derived from the sale, to which can be added
around € 50 million collected from the sale of Isagro
Asia on December 27%, 2019, which combined led to a
positive consolidated Net Financial Position at the end
of 2020, will be used to finance growth projects for the
Group, including for external lines.

K) ACQUISITION OF PHOENIX-DEL S.R.L.

On October 14™, 2020 the operation to acquire 100%
of the share capital of Phoenix-Del S.r.l. was finalized,
after the binding offer made by Isagro S.p.A. was ac-
cepted by the counterparty on 17 September. The val-
ue of the transaction was € 3.1 million, paid at the time
of the Closing.

This initial acquisition made under Isagro’s new busi-
ness model, with an eye to growth in the copper-based
fungicides and Biosolutions segments, also through
external lines, will offer significant industrial and sales
synergies.

In 2020, Phoenix-Del S.r.l. generated turnover of
around € 4.8 million, EBITDA of around € 0.5 million
and has a negative Net Financial Position of around
€ 0.3 million (of which € 510 thousand relative to an in-
tercompany loan granted by Isagro S.p.A. in December).

L) APPROVAL OF AMENDMENTS TO THE ISAGRO BY-LAWS

On October 14™ 2020 the Extraordinary Sharehold-

ers’ Meeting of the Parent Company Isagro S.p.A. ap-

proved, with the objective of simplifying the Compa-

ny’s governance:

o an amendment to articles 15, 20 and 25 of the Isa-
gro By-Laws;

o the addition of the new article 28 to the Isagro By-
Laws.

M)LIQUIDATION OF ISAGRO SINGAPORE

The procedure for putting into liquidation the
company Isagro Singapore, fully controlled by

Isagro S.p.A., was launched with effect from January
27™ 2020. Definitive closure of the company is expect-
ed to occur by April 2021.

EVENTS SUBSEQUENT TO
DECEMBER 317, 2020

A) ADDITIONAL AMOUNT COLLECTED FROM ESCROW
FUND FOR ISAGRO ASIA SALE
In January 2021, HSBC India paid Isagro S.p.A. an addi-
tional € 43 thousand relative to price adjustments for
the sale price of Isagro Asia (“true-up adjustments”).

B) 2018-2021 RETENTION AND INCENTIVE PLAN
With regards to the 2018-2021 Retention and Incen-
tive Plan approved by the Isagro S.p.A. Board of Di-
rectors on April 29", 2018, during the initial months
of 2021 an additional 61,250 Growth Shares were as-
signed, for a total of 243,750 Growth Shares assigned.

C) RECLASSIFICATION OF FUMIGANT IN US
On February 2", 2021, the Environmental Protection
Agency (EPA) provided notification that it had reclas-
sified the Isagro Fumigant, transferring it from Biope-
sticides and Pollution Prevention Division (BPPD) to
Registration Division (RD) and Pesticide Reevaluation
Division (PRD), as a result of the chemical reclassifica-
tion based on new information, which indicated that
two criteria for classification as a biofumigant by the
EPA were not met (minimum toxicity for the environ-
mentand humansand non-toxic mechanism of action).

D) ISAGRO RESEARCH CENTER NAMED FOR PROFESSOR
RENATO UGO
On February 18", 2021, in the context of a ceremo-
ny carried out at the Isagro Research Center in No-
vara, in full compliance with regulations to limit the
Covid-19 pandemic, a plaque was unveiled dedicat-
ed to the memory of the professor Renato Ugo, who
recently passed on. Additionally, from this point
on, the Isagro Research Center will be named af-
ter this illustrious ltalian scientist, who received the
Gold Medal from the National Academy of Science.

E) ESEF FINANCIAL STATEMENTS - EXTENSION ON 2021
EFFICACY
The so-called “Transparency Directive” (Directive
EC 2004/109) establishes a requirement to publish
the entirety of the documents which make up the
annual financial statements (draft financial state-
ments, Consolidated Financial Statements, report
on operations, CEO and Financial Reporting Man-
ager certificate of compliance) prepared by listed



companies in a single digital format. To implement
this provision, the European Commission Delegated
Regulation 2018/815 (ESEF Regulation) established
the requirement to prepare these annual finan-
cial statements in XHTML format, identifying cer-
tain information within the Consolidated Financial
Statements with online XBRL specifications.

This new type of digital publication was to have be-
come obligatory for annual financial reports contain-
ing financial statements for financial years beginning
on or after January 1%, 2020 (see article 4, paragraph
7, Transparency Directive). For issuers with financial
years corresponding with the calendar year, an issu-
er was to publish their annual financial report in the
new format starting with those for the financial year
going from January 1%, 2020 to December 31%, 2020.
Inconsiderationofthedifficultiesexperienced by busi-
nesses due to the crisis associated with the Covid-19
pandemic, the European Parliament and Council ap-
proved, in mid-February 2021, an amendment to the
Transparency Directive, which allows members states
to postpone the requirement to publish financial re-
ports using the above single European format.
Domestically, Law 21 of February 26%, 2021, pub-
lished in the Official Journal on March 1, 2021,
to make use of the above extension, estab-
lished that the provisions of the ESEF Regula-
tion will apply to financial reports relative to fi-
nancial years beginning as of January 1%, 2021.
Therefore, financial reports for financial years end-
ing on December 31%, 2020 do not need to be pub-
lished in compliance with the provisions of the
ESEF Regulation, other than on a voluntary ba-
sis. Isagro opted to make use of the extension.

D) BINDING AGREEMENT TO SELL PIEMME SHARES

On March 6, 2021 the Shareholders (“Sellers”) of
Piemme S.r.l,, an indirect controlling shareholder of
Isagro S.p.A., signed a binding agreement to sell all
their shares of Piemme, equal to 99.9% of the share
capital, to Gowan Company LLC a related party
(“Gowan”) (the “Operation”).

Following the completion of the Operation, Gowan
will hold all the share capital of Piemme, which olds
51% of the share capital of Holdisa S.r.l. (“Holdisa”),
which in turn controls Isagro, holding 53.7% of the
relative Ordinary Shares. The remaining 49% of Hol-
disa share capital was already held by Gowan. In the
context of the Operation, Gowan will also acquire
1,737,596 Isagro Growth Shares owned by the Sellers,
which represent 12.3% of outstanding Growth Shares.
Holdisa in turn holds 3.3% of the Growth Shares.
After the Operation is completed, Gowan will acquire

control over Piemme and Holdisa and, consequently,
will issue a mandatory public offer, pursuant to article
106 of Italian Legislative Decree 58/1998 and article 45
of CONSOB Regulation 11971/1999, to acquire all the
Ordinary Shares of Isagro, which Holdisa is not yet the
owner of (“MTO”). The shares relative to the MTO will
also include Ordinary Shares deriving from the con-
version of outstanding Growth Shares. Based on the
Isagro By-Laws, the conversion of Growth Shares to
Ordinary Shares, at a one-to-one ratio, will give rise to
publication of the statement pursuant to article 102,
paragraph 1, Legislative Decree 58/1998.

Completion of the Operation is subordinate to the fol-
lowing conditions precedent being met: (i) the receipt
of any needed authorizations from relevant regulatory
authorities for antitrust purposes and “golden pow-
er” regulations, (ii) the elimination of existing rela-
tionships between Isagro and its subsidiaries, on one
hand, and any entity located in countries or regions
(including Cuba) in which a US entity cannot conduct
business pursuant to applicable regulations, on the
other hand.

Subordinate to the verification or renunciation of the
above conditions precedent, it is expected that the
closing of the Operation will occur within the first half
of 2021 and the MTO will be completed by the third
quarter of 2021. The MTO price will be € 2.76 for each
ordinary Isagro share (the “MTO Price”), which corre-
sponds to the implicit value per Isagro share calcu-
lated on the basis of the fee to be paid by Gowan to
the Sellers to acquire the Piemme shares and equal
to a total of € 18,961,593. Piemme and Holdisa do
not have other assets other than equity investments
indicated. Therefore, the payments for the Piemme
shares were determined on the basis of the value of
Isagro, after deducting the net debt of Piemme and
Holdisa pro-rata. The Operation values Isagro’s equity
at € 106.9 million.

With reference to the Ordinary Isagro Shares, the
MTO Price represents a 118% premium with respect
to the relative official trading price on March 5™, 2021
(the last trading day prior to the announcement of
the offer), a 143% premium with respect to the aver-
age official trading price during the last quarter and
a 149% premium with respect to the average official
trading price in the last six months. With reference to
the Growth Shares, the MTO Price represents a 133%
premium with respect to the relative official trading
price on March 5%, 2021 (the last trading day prior to
the announcement of the offer), a 180% premium with
respect to the average official trading price during the
last quarter and a 203% premium with respect to the
average official trading price in the last six months. The
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objective of the Operation is to integrate Isagro within
the Gowan Group as well as delisting the company.

E) MERGER BY INCORPORATION OF PHOENIX-DEL S.R.L.
IN ISAGRO S.P.A.
On March 16, 2021 the Isagro S.p.A. Board of Direc-
tors resolved to approve the project to merge the
full subsidiary Phoenix-Del S.r.l. in Isagro S.p.A. with
accounting and tax effects as of January 1%, 2021.
Statutory effects will take effect, pursuant to article
2504-bis of the Civil Code, on the date the last en-
tries of the merger by incorporation are made with
the Business Registries of Padua and Milan. A paral-
lel resolution was also made by the Board of Direc-
tors of Phoenix-Del S.r.l. on March 15%", 2021.

The actual workforce at December 31, 2020 of the Isagro
Group came to 329 employees, as summarized in the fol-
lowing table.

Number of employees Dezc(.):(]).“, Dezc(.):;.s‘, Difference

Executives 30 37 -7
Middle Managers 79 83 -4
White-collar workers* 139 153 -14
Blue-collar workers** 81 70 +11
Total 329 343 -14

Table 5: Number of Isagro employees

*includes the workers with special skill level
**Includes seasonal workers

The workforce at December 31%, 2020 has, therefore, de-
creased by 14 employees compared to 2019, mainly due
to the effect of a number of voluntary departures and
certain retirements after the changes made by pension
reforms, declared multiple times.

Additionally, the decrease is mainly associated with the
Parent Company Isagro S.p.A., where there was a reduc-
tion of 17 people during the year.

Note that the above data include workers with temporary
contracts for seasonal work: with respect to these, the
drop was more significant in the number of workers with
permanent contracts, relative to the total balance and
was partially counterbalanced by an increase in workers
with temporary contracts.

Personnel from foreign branches did not see any signifi-
cant changes and their organizations were similar to the
year prior.

Also note the hiring on April 1%, 2020, after the retirement
of the former country manager, of the new Country Man-
ager for Isagro Espafia, Nicolas Lindemann, who brought
several years of sales experience in the Biosolutions sec-
tor to the Group.

In terms of the corporate organization and in the light of

the new organizational design which includes the new

business model, as identified at the beginning of this

Report:

« the “Research, Innovation & Regulatory” department
was created at the Corporate Level, incorporating re-
search, experimentation, technical management and
regulatory activities;

« the activities associated with “Formulations, Technolo-
gies and Process Development”, together with those of
“Q&HSE”, were transferred to the Supply Chain struc-
ture to optimize processes.

Relationships with unions were maintained through a
constructive cooperation plan which made it possible to
achieve excellent results in trade union relations and hu-
man resource management, even during the peak of the
health emergency still in progress.

The main activities in Italy were:

« the preparation of Corporate Protocols for all Isagro
offices and locations, in line with the National Protocol
shared by the trade unions, to regulate the measures
to combat and contain the spread of Covid-19;



- the signing on March 23, 2020 and April 3™, 2020, re-
spectively, of union agreements to suspend work with
use of the Ordinary Unemployment Fund, Covid-19
emergency, at the Novara and Galliera Research Cen-
ter (from March 23", 2020 to May 24", 2020) and at the
Bussi sul Tirino plant (from April 6, 2020 to June 7%,
2020);

« thesigning on June 24™, 2020 of the union agreement
to suspend work at the Aprilia location, making use of
the Ordinary Unemployment Fund, Covid-19 emer-
gency, implemented as of July 13" and with the return
to work occurring early. This event was originally set
for September 28", and actually occurred on Septem-
ber 215t 2020;

« the sharing and definition of specific agreements on
working hours, which adopt all flexibility opportuni-
ties offered by the National Labor Contracts and nego-
tiations with trade unions;

« the definition of new multi-functional professional po-
sitions at the manufacturing sites.

The above made it possible to implement, especially at

the manufacturing sites, the changes in working hours

that had become necessary to guarantee various pro-
duction requirements and optimize the overall corporate
organization.

Also, with reference to the Group's foreign branches,
smart working continued to be used throughout the
health emergency, in compliance with the national pro-
tocols issued by the relative countries.

In September 2020 a meeting was held with the Secre-
taries of the national trade unions during which the mos
recent extraordinary operations were analyzed, which at
that time had not yet been completed (sale of Fluindapyr
and acquisition of Phoenix-Del S.r.l.), as part of the pro-
cess to change the business strategy.

The union coordination meeting at the national level was
postponed to the first quarter of 2021.

SELECTION AND TRAINING

Consistent with that decided at the Group level to reduce
and contain costs, in 2020 the annual training plan for
all operating locations involved only obligatory training
with regards to Quality, Safety and the Environment.

For 2020 and part of 2021, foreign language classes and
managerial training were suspended. In terms of selec-
tion, the agreement at the Group level with the profes-
sional social network “LinkedIn” to recruit specialized
professionals was terminated, as it was not deemed nec-
essary at present.

Recall that as of 2020 Isagro is no longer required under
law to prepare (and to have certified by its independent
auditing firm) the Non-Financial Disclosure (NFD), pursu-
ant to Italian Legislative Decree 254/16 in that it does not
meet, again as of the year in question (after the sale of the
subsidiary Isagro Asia in December 2019), one of the pre-
suppositions for this obligation, that is the presence of at
least 500 employees within the Group. Isagro will prepare
the NFD on a voluntary basis, with the support of external
consultants.

The Board of Directors of Isagro S.p.A. approved, on Sep-
tember 5", 2018, an updated version of the Organiza-
tion, Management and Control Model pursuant to Italian
Legislative Decree 231/2001 (hereinafter also “Model”),
incorporating the most recent legislative changes on
the subject and the changes made to the organizational
structure.

On the same date, the Governing Body also approved the
revised version of the Group’s Code of Ethics, an integral
part of the Model, to make existing rules of conduct and
principle of behavior consistent with regulatory changes
and with reference best practices.

In light of the legislative changes regarding corporate li-
ability of entities which occurred during the year, Isagro
is currently carrying out risk assessments, preparatory
to the updating of the Model (and Group Code of Ethics),
with the aim of including in these documents the new of-
fenses introduced in the body of the Decree.

The task of monitoring the operations and compliance
with the Model and arranging its updating was assigned
to the Oversight Committee, in office until the approval of
the Financial Statements at December 31%, 2020.

Isagro S.p.A. has adopted the Corporate Governance
Code of listed companies as its point of reference for an
effective corporate governance structure.

On January 31%, 2020, the Corporate Governance Com-
mittee defined a new version of the Corporate Gover-
nance Code, the contents of which were brought to the
attention of the Board of Directors at the meeting on Feb-
ruary 11*, 2020 and which was adopted by the Company
through a resolution by the Board of Directors on March
16, 2021.
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The Company will apply the new version of the Code
starting from the first financial year after December 31%,
2020, disclosing this to the market in the Corporate Gov-
ernance Report published in 2022.

For a detailed description of the corporate governance
structure, please refer to the Corporate Governance
Report available at the registered office, on the compa-
ny’s website (www.isagro.com - Corporate Governance
section) and on the website of Borsa Italiana (www.bor-
saitaliana.it).

With reference to the other legal proceedings in progress,
there are no significant updates to report with respect to
that indicated on December 31%, 2019. For further details,
please see relative section in the Explanatory Notes to the
Consolidated Financial Statements of the Isagro Group.

Transactions with related parties, including intercom-
pany transactions and those with Gowan, cannot be de-
fined as atypical and/or unusual transactions and form
part of the normal business of the Group companies.
These transactions are carried out at arm's length, taking
into account the characteristics of the goods and services
traded.

As regards the economic and equity effects of relations
with related parties, please see the information provided
in the Explanatory Notes to this annual Report.

At December 31%, 2020, your Group had a solid and bal-
anced financial structure, with a debt/equity ratio of -0.20
- equal to -0.24 without effect of IFRS 16 - (compared to
the figure of 0.38 at December 31%, 2019), Own Funds of
€105.9 million (compared to the figure of €91.0 million at
December 31%, 2019) and current liquidity of more than
€ 32 million.

With an eye to optimizing the cost of debt and obtaining
savings relative to charges associated with the same, af-
ter the sale of the molecule Fluindapyr the Parent Com-
pany Isagro S.p.A. began to repay medium/long term
debts in advance, recording residual debt of € 7.8 million
at the end of 2020.

Isagro intends to guarantee repayment of residual medi-
um/long term debt coming due in 2021 and its operating
cash flow requirements during the period of transition to
the new business model using the liquidity available at
December 31%, 2020.

Finally, note that the measurement of compliance with
equity/economic requirements (covenants) on a consoli-

dated basis required for Isagro’s financial debt (required
contractually solely at the reporting date of annual Con-
solidated Financial Statements) demonstrates no issues
in terms of respecting these requirements at December
31%, 2020, as the Isagro Group had a positive Net Finan-
cial Position at the end of the year.
With reference to the ongoing pandemic, the Group's
management is continuing to monitor closely any im-
pacts of the phenomenon in question on the most sig-
nificant hypotheses and assumptions at the basis of the
main estimates reflected in the financial statements, with
particular reference to revenue recognition, the onset of
impairmentindicators on goodwill and intangible assets,
in addition to changes in the liquidity situation, taking ac-
count of the uncertainty around the impact and duration
of the effects attributable to the health emergency on the
performance of the sector in which the Group operates,
even if the Directors do not believe it will have significant
impacts in this sector.

In any case, it should also be emphasized that uncer-

tainties associated with the spread and duration of the

pandemic which is still in progress and in consideration
of the continued evolution of the problem, even if miti-
gated by vaccine plans under way in Italy and through-
out the world, still make it complicated to foresee a clear
and defined framework for its effects, including on both
macro and micro economic activities. This adds a degree
of complexity and uncertainty to the estimates made by
management, whose assumptions and basic hypotheses
may require revisiting and updating over the course of

2021, following changes in events which are not under its

controls.

In the context of the assessment of the potential effects

attributable to the spread of the coronavirus pandemic,

the level of complexity and uncertainty of the estimates
is unprecedented and unlike any other, involving poten-
tially numerous aspects such as:

« thedifferent levels of persistence and the extent of the
infection in the various areas of Italy;

« the different schedules for evolution and the extent of
the infection in various European countries and world-
wide;

« the time frames for carrying out vaccine plans in vari-
ous countries;

» the lack of concrete facts regarding the overall dura-
tion of the infection, and, above all, the associated
containment measures;

+ the particular difficulty of predicting the time frames
and extent of recovery of “fully operational” national
and global economies, both at macro and micro level,
once the emergency is over.

Given the above, as indicated in the above section “Sig-

nificant events in 2020 - possible impacts of the health

crisis”, Group management carried out several internal
assessments in order to identify the areas in which the



pandemic could potentially have the greatest impact on

the Group, holding that the health crisis could not reason-

ably compromise the business as a going concern.

In light of the more detailed information available at De-

cember 31%, 2020, to hedge the liquidity risk, the follow-

ing is noted:

+ positive current account balances of the Parent Com-
pany lIsagro S.p.A. total around € 30 million, while
those of the Group amount to around € 34 million;

 there are unused short-term credit lines available to
the Parent Company Isagro S.p.A. for over € 60 million
(considering the maximum ceilings granted for the
various types of financing), including self-liquidating
lines, supplier advances, direct and indirect factoring
and credit lines, while those for the Group total around
€ 64 million.

Based on the positive results in 2020, the cash and bank-

ing lines available at December 31,2020 and the prospec-

tive cash flow for 2021, together with that reported in the

above section “Events subsequent to December 31,2019

- Possible impacts of the health crisis” and on the basis of

the best currently available information, it is held that over

the next 12 months there are no reasonable liquidity risks,

i.e. risks pertaining to the capacity to repay the residual

debt borne by the Group, thereby confirming that these

Consolidated Financial Statements as at December 31%,

2020 were prepared on a going concern basis.

The preparation of the Consolidated Financial State-
ments requires estimates and assumptions that affect

the reported amounts of the assets and liabilities, and
the disclosure relating to contingent assets and liabilities
as at the reporting date. Consequently, the results actual-
ly achieved could then differ from said estimates.
Particularly, the estimates are used in order to recognize
the provisions for doubtful debts and inventory obso-
lescence, as well as depreciation and amortization, im-
pairment losses, employee benefits, tax and other pro-
visions. Also note that the Directors made a “significant
judgment” when assessing the “accessory” performance
obligations regarding the contract to sell the molecule
Fluindapyr, but not in terms of determining the fair value
of the same, in that these performance obligations, pur-
suant to accounting standard IFRS 15, were recognized in
the 2020 Consolidated Financial Statements “at a point
in time” on the closing date, as in the assumptions un-
derlying the “fiscal realignment” pursuant to article 110,
paragraph eight of Decree Law 104/2020. The estimates
and the assumptions are periodically reviewed and the
effects of any changes are reflected in the Income State-
ment, in the period in which the estimate is reviewed.
Estimates made by Directors also involved the Purchase
Price Allocation process carried out with reference to the
acquisition of Phoenix-Del S.r.l.

Isagro expects that the process of recovering and growing
turnover begun in 2020 will continue in 2021. The NFP is
expected to still be positive at the end of 2021, before any
new growth operations regarding external lines, which
are heavily pursued.
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COMMENTS ON THE STOCK MARKET
VALUE OF ISAGRO SHARES
With reference to the prices of Ordinary Shares and
Growth Shares of Isagro on the "ST.A.R." segment of the
Stock Market managed by Borsa Italiana S.p.A., it should
be highlighted that after the announcement of the Agree-
ment between Gowan and Piemme (commented on in
the section on Events subsequent to the end of the year):
1. the market value of Isagro came close to the theoretic
value of the MTO;
2. the price difference between Ordinary and Growth
Shares was canceled, in line with that supported for a
long time by the Group.

Annex 1

RECLASSIFIED CONSOLIDATED INCOME STATEMENT

(€ 000) FY 2020 FY 2019 Differences
Revenues from sales and services 110,327 105,369 +4,958 +4.7%
Other revenues and income 1,629 2,151 -522

Consumption of materials and external services (86,311) (86,661) +350

Changes in product inventories 1,340 3,338 -1,998

Costs capitalized for internal work 1,500 1,192 +308

Allowances and provisions (2,119) (2,272) +153

Labor costs (21,651) (24,942) +3,291

Bonus accruals (946) (793) -153

EBITDA before non-recurring income 3,769 (2,618) +6,387 N/S
% of Revenues 3.4% -2.5%

Non-recurring income 30,331 - +30,331

EBITDA 34,100 (2,618) +36,718 NS
% of Revenues 30.9% -2.5%

Depreciation and amortization:

- tangible assets (2,430) (2,622) +192

- intangible assets (5,911) (6,552) +641

- rights of use IFRS 16 (793) (910) +117

- write-down of tangible and intangible assets (1,044) (1,034) -10

EBIT 23,922 (13,736) +37,658 N/S
% of Revenues 21.7% -13.0%

Interest, fees and financial discounts (990) 632 -1,622

Losses on foreign exchange and derivatives (716) (569) -147

Revaluations of equity investments - 191 -191

Profit/(Loss) before taxes 22,216 (13,482) +35,698 N/S
Current and deferred taxes (6,267) (1,568) -4,699

Profit/(loss) from Continuing Operations 15,949 (15,050) +30,999 N/S
Net profit/(loss) from Discontinued Operations 202 1,143 -941

Net profit/(loss) 16,151 (13,907) +30,058 N/s




Annex 2

RECLASSIFIED CONSOLIDATED BALANCE SHEET

Dec. 31st,

Dec. 31st,

(€ 000) 2020 2019 Differences

Net fixed assets

Goodwill 4,181 3,148 +1,033

Other intangible assets 21,063 47,387 -26,324

Tangible assets 15,157 15,585 -428

Rights of use IFRS 16 4,091 4,421 -330

Financial assets 3,140 4,176 -1,036

Other medium/long-term assets and liabilities 1,990 7,228 -5,238

Total net fixed assets 49,622 81,945 -32,323 -39.4%
Net current assets

Inventories 39,553 40,853 -1,300

Trade receivables 23,871 27,227 -3,356

Trade payables (24,206) (26,143) +1,937

Subtotal of Net Working Capital 39,218 41,937 -2,719

Current provisions (2,164) (1,781) -383

Other current assets and liabilities (595) 5,190 -5,785

Subtotal of Other assets and liabilities (2,759) 3,409 -6,168

Total net current assets 36,459 45,346 -8,887 -19.6%
Invested capital 86,081 127,291 -41,210 -32.4%
Severance Indemnity Fund (SIF) (1,546) (1,877) +331 -17.6%
Net invested capital 84,535 125,414 -40,879 -32.6%
Held-for-sale non-financial assets and liabilities - - -

Total 84,535 125,414 -40,879 -32.6%
financed by:

Equity

Capital stock 24,961 24,961 -

Reserves and retained earnings 66,599 81,084 -14,485

Translation reserve (1,799) (1,118) -681

Profit/(Loss) of the Group 16,151 (13,907) +30,058

Total equity 105,912 91,020 +14,892 +16.4%
Net Financial Position

Medium/long term debts:

- due to banks 2,319 28,615 -26,296

- due to other lenders 814 1,133 -319

- financial liabilities - IFRS 16 3,481 3,709 -228

- other financial assets/(liabilities) and IRS and trading derivatives (2,503) (2,473) -30

Total medium/long-term debts 4,111 30,984 -26,873 -86.7%
Short-term debts:

- due to banks 5,293 47,328 -42,035

- due to other lenders 320 1,793 -1,473

- financial liabilities - IFRS 16 761 813 -52

- other financial assets/(liabilities) and IRS and trading derivatives 34 57 -23

Total short-term debts 6,408 49,991 -43,583 -87.2%
Cash and cash equivalents/bank deposits (31,896) (46,581) +14,685 -31.5%
Total Net Financial Position (21,377) 34,394 -55,771 -162.2%
Net Financial Position assets held for sale - - - -
Total 84,535 125,414 -40,879 -32.6%
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Annex 3

CONSOLIDATED CASH-FLOW STATEMENT

(€000) Dec. 31st, 2020 Dec. 31st, 2019
Opening cash and cash equivalents (at January 1st)* 46,581 17,919
Operating activities

Profit/(loss) from Continuing Operations 15,949 (15,050)
Net profit/(loss) from Discontinued Operations 202 1,143
- Depreciation of tangible assets 2,430 3,005
- Amortization of intangible assets 5,911 6,566
- Amortization of rights of use IFRS 16 1,035 1,449
- Write-downs of tangible and intangible assets 1,044 1,034
- Provisions to reserves (including severance indemnity fund) 1,510 1,351
- Provisions for the incentive and retention plan 91 242
Net capital gains on disposal of tangible and intangible assets* (30,326) (374)
- Net capital gains from sale of Discontinued Operations - (5,984)
- Fair value of equity investments in other companies - (2,147)
- Net interest expenses paid to financial institutes and leasing companies 1,111 1,539
- Financial losses/(gains) on derivatives (2,184) 695
- Share of profit/(loss) of equity-accounted investees - (191)
- Income taxes from Continuing Operations 6,267 1,568
- Income taxes from Discontinued Operations - 4,835
Cash flow from current operations 3,040 (319)
- (Increase)/decrease in trade receivables 3,675 (862)
- Increase in inventories (115) (2,140)
- Increase/(decrease) in trade payables (1,932) 2,512
- Net change in other assets/liabilities 1,096 1,398
- Use of provisions (including severance indemnity fund) (1,435) (1,697)
- Net interest expenses due to financial institutions and leasing companies paid (1,160) (1,475)
- Cash flow from derivatives 2,583 (972)
- Income taxes paid (538) (5,538)
Cash-flow from/(for) operating activities 5,214 (9,093)
- Investments in intangible assets (3,297) (5,680)
- Investments in tangible assets (2,021) (2,276)
- Net sale price on disposal of tangible and intangible assets** 54,913 641
- l;l:sthczts]l;if\llz\lllftesr)lerated from sale of Discontinued Operations (net of cash and 3228 46,768
- Cash flow absorbed by business combinations (2,822) -
- Dividends collected from associated companies - 66
- Cash flow from assets held for trading - 799
Cash flow from investment activities 50,001 40,318
Financing activities

- Contracting of non-current financial debt 162 16,242
- Repayment of non-current financial debt (45,148) (27,521)
- Repayment of liabilities for leases (1,025) (1,220)
- Contracting/(repayment) of current financial payables (25,500) 10,146
- Purchase of treasury Growth Shares - (272)
Cash flow for financing activities (71,511) (2,625)
Change in translation difference 1,611 62
Cash flow for the period (14,685) 28,662
Closing cash and cash equivalents (at December 31st) 31,896 46,581

*Capital gains associated with the sale of Fluindapyr total € 30,331 thousand.
**The net sale price for Fluindapyr was € 54,907 thousand




RECONCILIATION OF ISAGRO S.P.A.'S PROFIT/(LOSS) AND SHAREHOLDERS' EQUITY
WITH THE CONSOLIDATED FIGURES

2020 2019
(€.000) Profit/Loss Sha;:':l‘;::e"' Profit/Loss s“a:::;::e’s'
Parent Isagro S.p.A. 14,146 107,485 17,162 93,917
Intragroup profits 1,333 (2,967) 919 (4,300)
Tax effect on intragroup profits (683) 765 (31) 1,447
Profit/reserves of consolidated companies 2,155 2,428 (30,937) 1,074
Intragroup dividends (800) - (1,020) -

Exchange diff. arising on translation of foreign

currency financial statements ) (272 i )
Total Isagro Group 16,151 105,912 (13,907) 91,020
(Profit)/Loss attributable to non-controlling interests - - - -
Total Consolidated Financial Statements 16,151 105,912 (13,907) 91,020
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EXPLANATORY NOTES ON THE
ALTERNATIVE PERFORMANCE
INDICATORS

In compliance with the ESMA recommendation on alter-
native performance indicators (ESMA/2015/1415), note
that the reclassified statements presented in this Direc-
tors' Management Report contain certain differences in
terminology used and in the degree of detail compared to
the official statements presented in the following tables.

The reclassified Consolidated Income Statement, pro-

vided in Annex 1, introduces in particular the notion of

EBITDA, which in the Consolidated Income Statement

equates to the Gross Operating Profit.

The reclassified Balance Sheet, as provided in Annex 2,

was prepared on the basis of items recognized in the cor-

responding sections of the Consolidated Balance Sheet,
and introduces the following items:

+ Net fixed assets, given by the difference between,
on one hand, the aggregate of the items “Tangible as-
sets”, “Intangible assets”, “Rights of use”, “Goodwill”,
“Financial assets”, “Non-current receivables and other
assets”, “Deferred tax assets”, and, on the other hand,
the aggregate of the items “Deferred tax liabilities”,
"Non-current provisions", and “Other non-current lia-
bilities”;

» Net current assets, given by the difference between,
on one hand, the aggregate of the items “Invento-
ries”, “Trade receivables”, “Other current assets and
receivables”, and “Tax receivables” and, on the other
hand, the aggregate of “Trade payables”, “Current pro-
visions”, “Tax payables” and “Other current liabilities
and payables”;

» Invested capital, given by the algebraic sum of "Net
fixed capital" and "Net working capital";

» Net invested capital, given by the algebraic sum of
"Invested capital" and "Employee benefits - Severance
indemnity fund".

With reference to the paragraph “Cash flows - summary

data” of the present Report, we can note that:

« Investments corresponds to the “Cash flow from in-
vestment activities” indicated in the Cash-Flow State-
ment;

« Net Working Capital (NWC) is given by the sum of “In-
ventories”, “Trade receivables” and “Trade payables”;

« Free cash flow (FCF) is given by the difference in the
item “Net financial position” in the reference periods
considered in the analysis.

Lastly, in reference to the "Main indicators" section of this

Report, it should be noted that:

« Basic earnings per share: calculated by dividing the
consolidated "Net profit/(loss) for the year" by the

average number of Isagro S.p.A. shares outstanding
during the year, excluding treasury shares held by
the issuer itself. The average number of outstanding
shares, excluding treasury shares, during 2020, was
37,967,946;

« Equity per share: calculated by dividing "Equity" by
the average number of shares outstanding of the issu-
er Isagro S.p.A., excluding treasury shares held by the
issuer itself;

+ R.O.E. (or Return on Equity) is the ratio of "Net profit/
loss" to "Equity" at the reporting date;

¢ R.O.l. (or Return on Investments) is the ratio of
“EBIT” and "Net invested capital";

» Net financial position/EBITDA is calculated by divid-
ing the "Net financial position" at the reporting date
by "EBITDA" for the period.

ATTESTATION UNDER THE TERMS OF ARTICLE 15

OF CONSOB REGULATION 20249/2017

Under the terms of Article 2.6.2, paragraph 15 of the Reg-
ulation on markets organized and managed by Borsa Ital-
iana S.p.A., Isagro S.p.A. declares that the requirements
set forth under Article 15, paragraphs a), b) and c) of CON-
SOB Regulation no. 20249/2017 are fulfilled for subsidiar-
ies established and regulated by the laws of countries
that are not member states of the European Union.

ATTESTATION UNDER THE TERMS OF ARTICLE 16

OF CONSOB REGULATION 20249/2017

Under the terms of Article 2.6.2., paragraph 13 of the
Regulation on Markets organized and managed by Borsa
Italiana S.p.A., Isagro S.p.A. declares that the Company’s
shares are validly admitted to trading, as the inhibitory
conditions pursuant to Article 16 of Consob Regulation
no.20249/2017 do not apply.

INFORMATION UNDER THE TERMS OF ARTICLES 70
AND 71 OF CONSOB REGULATION 11971/99
(ISSUERS REGULATION)

On September 25%, 2012, pursuant to Article 3 of Consob
Resolution no. 18079 of January 20%, 2012, the Board of
Directors of Isagro S.p.A. resolved to apply the opt-out
provision under Articles 70, paragraph 8, and 71, para-
graph 1-bis of the Issuers’ Regulation. Therefore, Isagro
utilized the option to opt out from the requirement to
publish the disclosure documents required for signifi-
cant mergers, spin-offs, share capital increases through
contribution of assets in kind, acquisitions or disposals.



CERTIFICATION OF THE FINANCIAL

REPORTING MANAGER

The Financial Reporting Manager, Mr. Ruggero Gambini,
hereby certifies, pursuant to art.154-bis, paragraph 2 of
the Consolidated Law on Finance, that the financial in-
formation in the Consolidated Financial Statements at
December 31%, 2020 is consistent with the entries in the
accounting books and records.
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CONSOLIDATED BALANCE SHEET

Dec. 31st, of which
2020 related parties

(in thousands of Euro) Notes

NON-CURRENT ASSETS

Dec. 31st,
2019

of which
related parties

Tangible assets 2 15,157 - 15,585 -
Intangible Assets 3 21,063 - 47,387 -
Rights of use 4 4,091 - 4,421 -
Goodwill 5 4,181 - 3,148 -
Equity investments in other companies 6 3,140 - 4,176 -
Non-current receivables and other assets 7 1,630 963 2,837 1,907
Financial receivables and other non-current financial assets 8 2,503 - 2,503 -
Financial assets - derivatives 15 - - 6 -
Deferred tax assets 9 1,687 - 6,181 -
TOTAL NON-CURRENT ASSETS 53,452 86,244

CURRENT ASSETS

Inventories 10 39,553 - 40,853 -
Trade receivables 11 23,871 1,856 27,227 2,669
Other current assets and receivables 12 3,531 784 7,658 473
Tax receivables 13 385 - 1,205 -
Current financial receivables and other financial assets 14 43 - - -
Financial assets - derivatives 15 232 - 191 -
Cash and cash equivalents 16 31,896 - 46,581 -
TOTAL CURRENT ASSETS 99,511 123,715

Non-current assets held for sale and Discontinued Operation - -

TOTAL ASSETS 152,963 209,959
SHAREHOLDERS' EQUITY

Share capital 24,961 24,961

Reserves 51,287 48,909

Retained earnings and profit for the year 29,664 17,150

Equity attributable to owners of the parent 17 105,912 91,020

Equity attributable to non-controlling interests - =

TOTAL SHAREHOLDERS' EQUITY 105,912 91,020

NON-CURRENT LIABILITIES

Non-current financial payables and other financial liabilities 18 6,614 - 33,457 -
Financial liabilities - derivatives 15 - - 36 -
Employee Benéefits - Severance indemnity fund 19 1,546 - 1,877 -
Deferred tax liabilities 9 520 - 660 -
Other non-current liabilities 20 807 - 1,130 -
TOTAL NON-CURRENT LIABILITIES 9,487 37,160

CURRENT LIABILITIES

Current financial payables and other financial liabilities 18 6,374 - 49,934 -
Financial liabilities - derivatives 15 192 - 121 -
Trade payables 21 24,206 678 26,143 246
Current provisions 22 2,164 - 1,781 -
Tax payables 23 1,106 - 109 -
Other current liabilities and payables 24 3,522 - 3,691 -
TOTAL CURRENT LIABILITIES 37,564 81,779

TOTAL LIABILITIES 47,051 118,939

Liabilities related to the Discontinued Operation - -

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY' 152,963 209,959




CONSOLIDATED INCOME STATEMENT

(in thousands of Euro) Notes 2020 e l:tfe v;,;:i;:”,ties 2019 e l:tfe v;,;;i;:”,ties
Revenue from Contracts with Customers 26 110,327 17,992 105,369 11,565
Other operating revenues 27 31,960 328 2,151 490
of which Other non-recurring operating revenues 27A 30,331 - - -
Total revenues 142,287 107,520
Raw materials and consumables used 28 (62,200) (402) (62,189) (323)
Costs for services 29 (22,686) (484) (22,723) -
Personnel costs 30 (22,597) - (25,735) -
Write-downs/write-backs of trade receivables
and other receivables 31 (578) - (686) =
Other operating costs 32 (2,314) (5) (2,448) (4)
Change in inventories of finished products
and work in progress 33 638 B 2,451 .
Costs capitalized for internal work 34 1,500 - 1,192 -
EBITDA 34,100 (2,618)
Depreciation and amortization:
- Depreciation of tangible assets 35 (2,430) - (2,622) -
- Amortization of intangible assets 35 (5,911) - (6,552) -
- Amortization of rights of use 35 (793) - (910) -
- Write-downs of tangible and intangible assets 36 (1,044) - (1,034) -
Operating profit/(loss) 23,922 (13,736)
Financial income 37 181 - 2,300 23
Borrowing Costs 37 (1,303) - (1,722) -
Gains/(losses) on foreign exchange and financial derivatives 37 (584) - (515) -
Profit/(loss) from associates - - 191 -
Profit/(Loss) before tax 22,216 (13,482)
Income Taxes 38 (6,267) - (1,568) -
Net profit/(loss) from Continuing Operations

15,949 (15,050)
Net profit/(loss) from Discontinued Operations 39 202 - 1,143 -
Net profit/(loss) 16,151 (13,907)
Attributable to:
Owners of the Parent 16,151 (13,907)
Non-controlling interests - -
Earnings per share (in Euro): 41 2020 2019
Earnings per share (basic = diluted)
Ordinary Share (0.425) 0.367
Growth Share (0.510) 0.367

CONSOLIDATED FINANCIAL STATEMENTS

39



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(in thousands of Euro) Notes

Net profit/(loss) 16,151 (13,907)

Components that will be subsequently
reclassified in the profit/(loss) for the year:

Change in translation reserve (difference) (681) 137

Net profit/(loss) on Cash Flow Hedging:

- Interest Rate Swaps 75 6
- Commodity futures 113 82
- Currency forwards 821 (322)
1,009 (234)
Income taxes (*) (24) (71)
985 (305)

Net gain/(loss) on costs for hedging transactions:
- Currency forwards (612) (24)
Income taxes (*) 36 80
(576) 56
Total 16 (272) (112)

Components that will not be

reclassified in the profit/(loss) for the year:

Profit/(loss) from equity investments

measured at fair value through OCI (1,036) 1,311
Actuarial profit/(loss) for defined benefit plans 10 (155)
Income taxes (*) (52) 24

(42) (131)
Total 16 1,180
Other Comprehensive Income (1,350) 1,068
Total Statement of Other Comprehensive Income 14,801 (12,839)

Attributable to:
Owners of the Parent 14,801 (12,839)

Non-controlling interests - -

(*) Prudentially, the Parent Company Isagro S.p.A. did not recognize further deferred tax assets/liabilities during the year, recording only the use of balances earlier than
December 31%,2019.




CONSOLIDATED CASH-FLOW STATEMENT

(in thousands of Euro)

Cash and cash equivalents - opening balance

Operating activities

Net profit/(loss) from Continuing Operations

Net profit/(loss) from Discontinued Operations

- Depreciation of tangible assets

- Amortization of intangible assets

- Amortization of rights of use

- Write-downs of tangible and intangible assets

- Provisions (including severance indemnity fund)

- Provisions for the incentive and retention plan

- Net capital gains on disposal of tangible and intangible assets
- Capital gain from sale of Discontinued Operations

- Fair value of equity investments in other companies

- Net interest expenses paid to financial institutes and leasing companies
- Financial losses from derivatives

- Share of profit/(loss) of equity-accounted investees

- Income taxes from Continuing Operations

- Income taxes from Discontinued Operations

Cash flow from current operations

- (Increase)/decrease in trade receivables

- Increase in inventories

- Increase/(decrease) in trade payables

- Net change in other assets/liabilities

- Use of provisions (including severance indemnity fund)

- Net interest expenses due to financial institutions and leasing companies paid
- Cash flow from derivatives

- Income taxes paid

Cash-flow from/for operating activities

Investment activities

- Investments in intangible assets

- Investments in tangible assets

- Sale price on disposal of tangible and intangible fixed assets

- Cash flow generated from sale of Discontinued Operations
(net of cash and cash equivalents)

- Cash flow absorbed by business combinations

- Dividends collected from associated companies
- Cash flow from/for assets held for trading
Cash flow from investment activities

Financing activities (****)

- Contracting of non-current financial debt

- Repayment of non-current financial debt

- Repayment of financial liabilities for leases

- Contracting/(repayment) of current financial payables
- Increase in financial receivables and tied deposits

- Purchase of treasury Growth Shares

Cash flow for financing activities

Change in translation difference
Cash flow for the period

Cash and cash equivalents - closing balance

(*) Capital gains associated with the sale of Fluindapyr total € 30,331 thousand.

(**) The net change in the item is different from that presented in the Explanatory Notes due to foreign exchange adjustments.

(***) The net sale price for Fluindapyr was € 54,907 thousand.

(+*+%)

referred.

Notes
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2
3

4

36
29,30,32
30
27,27A,33*

37

37

38

11()
100
21(*)

19.22

2,3%**

18(*%)

17

2020 2019
46,581 17,919
15,949 (15,050)
202 1,143
2,430 3,005
5,911 6,566
1,035 1,449
1,044 1,034
1,510 1,351
91 242
(30,326) (374)
- (5,984)
- (2,147)
1,111 1,539
(2,184) 695
- (191)
6,267 1,568
- 4,835
3,040 (319)
3,675 (862)
(115) (2,140)
(1,932) 2,512
1,096 1,398
(1,435) (1,697)
(1,160) (1,475)
2,583 (972)
(538) (5,538)
5,214 (9,093)
(3,297) (5,680)
(2,021) (2,276)
54,913 641
3,228 46,768
(2,822) =
- 66
. 799
50,001 40,318
162 16,242
(45,148) (27,521)
(1,025) (1,220)
(25,500) 10,146
- (272)
(71,511) (2,625)
1,611 62
(14,685) 28,662
31,896 46,581

The reconciliation statement required by Regulation (EU) 2017/1990, which amended the accounting standard IAS 7, was presented in note no. 18 to which you are
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STATEMENT OF CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY IN 2019

Equity attributable to owners of the Parent

Reserves

Equity
Retained attributable Total
Issued . earnings tonon- shareholders’
vt premium  (diference) Hedging heaging  FVTOC  Other o forthe T controling - equity

. capital | p! ging ging reserve  reserves year interests
(in thousands of Euro) reserve reserve reserve  reserve
Balance at Dec. 31, 2018 24,961 44,910 (10,314) (257) 298 - 9,988 44,625 25,244 94,830 - 94,830
Changes during the year:

- - - - - - - -l (13,907)| (13,907) - (13,907)
Loss for the year

- - 137 (305) 56 1,311 - 1,199 (131) 1,068 - 1,068
Other Comprehensive Income
Total Statement of Other - - 137 (305) 56 1,311 - 1,199 (14,038)| (12,839) - (12,839)
Comprehensive Income
Coverage of Parent Company’s = = = B o = (5,944) (5,944) 5,944 - - -
loss from financial year 2018
Purchase of treasury Growth - - - - - - (272) (272) - (272) - (272)
Shares

= = = = = = 242 242 = 242 = 242
- Incentive and retention plan

- - 9,059 - - - - 9,059 -l 9,059 - 9,059
Other changes

- - 9,196 (305) 56 1,311 (5,974) 4,284 (8,094)| (3,810) - (3,810)
Total changes during the year
Balance at Dec. 31st, 2019 24,961 44,910 (1,118) (562) 354 1,311 4,014 48,909 17,150, 91,020 - 91,020

STATEMENT OF

CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY IN 2020

Equity attributable to owners of the Parent

Reserves Equity
Retained attributable Total
Issued . earnings tonon- shareholders’
sha're Sha're 'I:;:f\slatlon C:s: F.low I:Zc;st.of FVTOCI  Other - for the Total controlling equity
capital premium (difference) Hedging edging erve reserves ota Year interests
(in thousands of Euro) reserve reserve reserve  reserve
Balance at Dec. 31st, 2019 24,961 44,910 (1,118) (562) 354 1,311 4,014 48,909 17,150/ 91,020 = 91,020
Changes during the year:
- - - - - - - - 16,151| 16,151 - 16,151
Profit for the year
= = (681) 985 (576),  (1,036) -l (1,308) (42)| (1,350) = (1,350)
Other Comprehensive Income
Total Statement of Other - - (681) 985 (576)|  (1,036) - (1,308) 16,109, 14,801 - 14,801
Comprehensive Income
Allocation of the results of the
Parent Company Isagro S.p.A. = = = - - - 3,595 3,595 (3,595) - - -
FY 2019
= = = = = = 91 91 = 91 = 91
- Incentive and retention plan
- - (681) 985 (576)| (1,036) 3,686 2,378 12,514 14,892 - 14,892
Total changes during the year
Balance at Dec. 31st, 2020 24,961 44,910 (1,799) 423 (222) 275 7,700 51,287 29,664 105,912 = 105,912

Iy}
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EXPLANATORY NOTES
GENERAL INFORMATION

Reporting entity

Isagro S.p.A. is a corporate body organized in accordance
with the legal system of the Italian Republic. Isagro S.p.A.
and its subsidiaries (hereinafter, the "Isagro Group") are
active in the research, management of Intellectual Prop-
erty rights, development, manufacturing, marketing and
distribution of crop protection products. The Group's reg-
istered office is at Via Caldera 21, Milan, Italy.

Isagro S.p.A. is listed on the STAR segment of the Milan
Stock Exchange.

Publication of the Consolidated Financial Statements
The publication of the Isagro Group’s Consolidated Fi-
nancial Statements as at December 31%, 2020 was autho-
rized by the Board of Directors on March 16, 2021.

Compliance with the IFRSs

The Isagro Group’s Consolidated Financial Statements at
December 31%, 2020 were prepared in compliance with
the International Financial Reporting Standards (IFRS)
adopted by the European Union as of that date, and
with the measures issued in implementation of art. 9 of
Italian Legislative Decree no. 38/2005. The international
accounting standards approved by the European Com-
mission as of the date of preparation of the Consolidated
Financial Statements are listed in Note 51, to which you
are referred.

Basis of presentation

The Consolidated Financial Statements comprise the

Balance Sheet, the Income Statement, the Statement of

Comprehensive Income, the Cash-Flow Statement, the

Statement of Changes in Shareholders' Equity, and the

Explanatory Notes.

In particular:

« current and non-current assets and liabilities have
been stated separately in the Balance Sheet. Current
assets are those expected to be realized, sold or con-
sumed during ordinary operations or within the twelve
months after the end of the year; current liabilities are
those for which settlement is expected as part of ordi-
nary operations or within the twelve months following
year end;

+ in the Income Statement, the analysis of the costs is
carried out on the basis of their nature; please note
the "EBITDA" aggregates that include all the revenue
and cost components except for the amortization and
depreciation and impairments of tangible and intangi-

ble assets, the financial operations and income taxes
and "EBIT", which includes all cost and revenue com-
ponents except financial operations and income taxes;
« the indirect method is used for the Cash-Flow State-
ment. The average exchange rates for the period were
used for translating the cash flows of foreign subsid-
iaries.
With reference to CONSOB Resolution no. 15519 of July
27™ 2006 on Financial Statements, special sections are
included to illustrate significant related-party transac-
tions, as well as, when occurring, any significant non-re-
curring transactions carried out in the ordinary course of
business.
Allamounts reported in the Financial Statements and the
notes are presented in thousands of euro, unless other-
wise indicated.
Finally, in December 2019 the Parent Company
Isagro S.p.A. and the subsidiary Isagro Espafia S.L. signed
an agreement with the Indian companies Pl Industries Lim-
ited and PI Life Science Research Limited to sell their re-
spective equity investments in the Indian company Isagro
(Asia) Agrochemicals Pvt. Ltd.; this operation is classified
as a Discontinued Operation and the results are indicated
separately in the comparative Income Statement at De-
cember 31%, 2019 with respect to Continuing Operations.
The net profit/(loss) from Discontinued Operations in the
current year also refers to this Discontinued Operation.

Covid-19 health emergency
In line with the directives found in Public Statement “Eu-

ropean common enforcement priorities for 2020 annual

financial reports”, issued by ESMA on October 28™, 2020

and the CONSOB Call for Attention 1/21 of February 16,

2021, the subsequent paragraphs contain specific con-

siderations for areas of the financial statements that

could potentially be affected by Covid-19. In particular,
with regards to the Isagro Group’s Consolidated Financial

Statements as at December 31%, 2020, specific areas have

been identified with respect to individual IFRSs, summa-

rized below:

« going concern (IAS 1), found in the section “Observa-
tions on the financial profile and the going concern” in
the Report on Operations and in the “Going Concern”
section of this document;

« financial instruments (IFRS 9), found in note 6 “Equity
investments in other companies” and note 11 “Trade
receivables”;



« impairment of assets (IAS 36), found in note 3 “Intangi-
ble Assets” and note 5 “Goodwill”;

« notes 28 “Raw materials and consumables used”, 29
“Costs for services”, 30 “Personnel costs” contain spe-
cific disclosures regarding “benefits” and the costs
sustained because of the state of emergency linked to
the Covid-19 pandemic.

Going concern

At December 31%, 2020, your Group had a solid and bal-
anced financial structure, with a debt/equity ratio of -0.20
- equal to -0.24 without effect of IFRS 16 - (compared to
the figure of 0.38 at December 31%, 2019), Own Funds of
€ 105.9 million (compared to the figure of € 91.0 million
at December 31, 2019) and current liquidity of more than
€32 million.

With an eye to optimizing the cost of debt and obtaining
savings relative to charges associated with the same, af-
ter the sale of the molecule Fluindapyr the Parent Com-
pany Isagro S.p.A. began to repay medium/long term
debts in advance, recording residual debt of € 7.8 million
at the end of 2020.

Isagro intends to guarantee repayment of residual medi-
um/long term debt coming due in 2021 and its operating
cash flow requirements during the period of transition to
the new business model using the liquidity available at
December 31%, 2020.

Finally, note that the measurement of compliance with
equity/economic requirements (covenants) on a consoli-
dated basis required for Isagro’s financial debt (required
contractually solely at the reporting date of annual Con-
solidated Financial Statements) demonstrates no issues
in terms of respecting these requirements at December
31%, 2020, as the Isagro Group had a positive Net Finan-
cial Position at the end of the year.

With reference to the ongoing pandemic, the Group's
management is continuing to monitor closely any im-
pacts of the phenomenon in question on the most sig-
nificant hypotheses and assumptions at the basis of the
main estimates reflected in the financial statements, with
particular reference to revenue recognition, the onset of
impairmentindicators on goodwill and intangible assets,
in addition to changes in the liquidity situation, taking ac-
count of the uncertainty around the impact and duration
of the effects attributable to the health emergency on the
performance of the sector in which the Group operates,
even if the Directors do not believe it will have significant
impacts in this sector.

In any case, it should also be emphasized that uncer-
tainties associated with the spread and duration of the
pandemic which is still in progress and in consideration
of the continued evolution of the problem, even if miti-
gated by vaccine plans under way in Italy and through-

out the world, still make it complicated to foresee a clear
and defined framework for its effects, including on both
macro and micro economic activities. This adds a degree
of complexity and uncertainty to the estimates made by
management, whose assumptions and basic hypotheses
may require revisiting and updating over the course of

2021, following changes in events which are not under its

controls.

In the context of the assessment of the potential effects

attributable to the spread of the coronavirus pandemic,

the level of complexity and uncertainty of the estimates
is unprecedented and unlike any other, involving poten-
tially numerous aspects such as:

« thedifferent levels of persistence and the extent of the
infection in the various areas of Italy;

 the different schedules for evolution and the extent of
the infection in various European countries and world-
wide;

« the time frames for carrying out vaccine plans in vari-
ous countries;

» the lack of concrete facts regarding the overall dura-
tion of the infection, and, above all, the associated
containment measures;

+ the particular difficulty of predicting the time frames
and extent of recovery of “fully operational” national
and global economies, both at macro and micro level,
once the emergency is over.

Given the above, as indicated in the section “Significant
events in 2020 - possible impacts of the health crisis” in
the Report on Operations, Group management carried
out several internal assessments in order to identify the
areas in which the pandemic could potentially have the
greatest impact on the Group, holding that the health cri-

sis could not reasonably compromise the business as a

going concern.

In light of the more detailed information available at De-

cember 31%, 2020, to hedge the liquidity risk, the follow-

ing is noted:

« positive current account balances of the Parent Com-
pany lIsagro S.p.A. total around € 30 million, while
those of the Group amount to around € 34 million;

o there are unused short-term credit lines avail-
able to the Parent Company lIsagro S.p.A. for over
€ 60 million (considering the maximum ceilings
granted for the various types of financing), includ-
ing self-liquidating lines, supplier advances, di-
rect and indirect factoring and credit lines, while
those for the Group total around € 64 million.

Based on the positive results in 2020, the cash and bank-
ing lines available at December 31%, 2020 and the pro-
spective cash flow for 2021, together with that reported in
the section “Events subsequent to December 31°, 2019 -
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Possible impacts of the health crisis” in the Report on
Operations and on the basis of the best currently avail-
able information, it is held that over the next 12 months
there are no reasonable liquidity risks, i.e. risks pertain-
ing to the capacity to repay the residual debt borne by
the Group, thereby confirming that these Consolidated
Financial Statements as at December 31%, 2020 were pre-
pared on a going concern basis.

Segment Reporting

The Group's operating segments, in accordance with IFRS
8 - Operating Segments, are identified in the organiza-
tional geographical areas from which the Group may earn
revenues and incur expenses, whose results are regularly
reviewed by the Group's chief operating decision makers
to make decisions about resources to be allocated to the
segment and assess its performance, and for which dis-
crete financial information is available.

The accounting standards, basis of consolidation and
measurement criteria adopted in preparing the Financial
Statements are consistent with those used for the previ-
ous year's statements, with the exception of what is ex-
plained in the following paragraph.

Accounting standards, amendments and interpreta-

tions applied as from January 1st, 2020

As required by IAS 8 (Accounting Policies, Changes in Ac-

counting Estimates and Errors) the impact of new stan-

dards or interpretations on the Consolidated Financial

Statements are indicated below. These standards were

applied for the first time by the Group starting from Jan-

uary 1%, 2020:

« On November 29%, 2019, by means of Regulation no.

2075/2019, the European Commission endorsed the
amendment to the "References to the Conceptual
Framework in IFRS Standards".
The Conceptual Framework defines the fundamental
concepts for financial reporting and guides the Board
in the development of the IFRS standards. The docu-
ment helps to guarantee that the standards are con-
ceptually consistent and that similar transactions are
treated in the same way, so as to provide useful infor-
mation to investors, lenders, and other creditors. The
Conceptual Framework assists companies in develop-
ing accounting standards when no IFRS applies to a
given transaction and, more generally, helps interest-
ed parties to comprehend and interpret the standards.
The adoption of this amendment had no effect on the
Isagro Group's Consolidated Financial Statements.

« On January 15%, 2020, by means of Regulation no.
34/2020, the European Commission endorsed the
amendment named "Amendments to IFRS 9, IAS 39
and IFRS 7: Interest Rate Benchmark Reform", which
amends some of the requisites for application of
hedge accounting, providing temporary derogations
to them, in order to mitigate the impact deriving from
the uncertainty of the IBOR reform (still ongoing) on
future cash flows in the period preceding its comple-
tion. The amendment also requires that companies
provide furtherinformation in the financial statements
about their hedging relations that are directly affected
by the uncertainties generated by the reform, and to
which the aforementioned derogations are applied.
The adoption of this amendment had no effect on the
Isagro Group's Consolidated Financial Statements.

o On April 21%, 2020, with Regulation 551/2020, the
European Commission endorsed the amendment to
accounting standard IFRS 3- Business Combinations,
which provides clarifications regarding the definition
of business in terms of proper application of stan-
dard IFRS 3. Specifically, the amendment clarifies
that, while a business usually produces an output,
the presence of an output is not strictly necessary for
identifying a business in the presence of an integrat-
ed set of activities/processes and assets. However,
to meet the definition of business, an integrated set
of activities/processes and assets must include, as a
minimum, an input and a substantive process that to-
gether significantly contribute to the ability to create
outputs. To this end, the IASB has replaced the term
“ability to create outputs” with “ability to contribute
to the creation of outputs” to clarify that a business
can exist also without the presence of all the inputs
and processes necessary to create an output. The
amendment also introduced a test (“concentration
test”), optional for the entity, to determine whether a
set of activities/processes and assets acquired is not
a business. If the test is positive, the set of activities/
processes and assets acquired does not constitute
a business, and the standard does not require addi-
tional checks. If the test is negative, the entity must
perform further analysis on the activities/process-
es and assets acquired to identify the presence of a
business. To this end, the amendment added numer-
ous illustrative examples to the standard IFRS 3 in
order to help to understand the practical application
of the new definition of business in specific cases.
The adoption of this amendment had no effect on the
Isagro Group's Consolidated Financial Statements.

« On October 9™, 2020, by means of Regulation no.
1434/2020, the European Commission endorsed the
amendment to IFRS 16 - Leasing. The amendment
grants lessees the ability to recognize reductions in



rent linked to Covid-19 without having to make use
of contract analysis to determine whether the IFRS 16
definition of a lease modification is respected. There-
fore, lessees which make use of this right can recognize
the effects of reductions in rent directly to the Income
Statement as of the date the reduction takes effect. The
adoption of this amendment had no effect on the Isa-
gro Group's Consolidated Financial Statements.

New standards and interpretations adopted by the

European Union but not yet in force

As required by IAS 8 (Accounting Policies, Changes in Ac-

counting Estimates and Errors) the potential impact of

new standards or interpretations on the Isagro Group’s

Consolidated Financial Statements are indicated below.

These standards were not applied early.

« On December 15™, 2020, with Regulation 2097/2020,
the European Commission endorsed the amend-
ment to accounting standard IFRS 4 - Insurance
Contracts, which makes it possible to extend the
temporary exemption on application of IFRS 9
for insurance through to January 1, 2023.

The amendment takes effect on January 1%, 2021.
The adoption of this standard will have no effect on
the Isagro Group's Consolidated Financial Statements.

« OnJanuary 13™ 2021, with Regulation 25/2021, the Eu-
ropean Commission endorsed the amendments to IAS
39and IFRS 4, 7,9 and 16, to consider the consequenc-
es of the effective replacement of the reference indexes
used to determine existing interest rates with alterna-
tive reference rates. These amendments are effective
for accounting periods beginning January 1%, 2021 or
thereafter, but early application is permitted.

The Directors do not expect any significant effects on
the Consolidated Financial Statements of the Isagro
Group.

IFRS accounting standards, amendments and inter-
pretations not yet endorsed by the European Union
At the reporting date, the competent bodies of the Eu-
ropean Union have not yet completed the endorsement
process necessary for adoption of the amendments and
standards described below.

« On October 31%, 2018, the IASB published the doc-
ument "Definition of Material (Amendments to
IAS 1 and IAS 8)" which introduced a change to the
definition of "material" contained in the standards
IAS 1 - Presentation of Financial Statements and IAS
8 - Accounting Policies, Changes in Accounting Esti-
mates and Errors. The aim of this amendment was to
make the definition of "material" more specific and
to introduce the concept of "obscured information"
alongside the concepts of omitted or misstated in-
formation already present in the two amended stan-

dards. The amendment clarifies that information is

"obscured" if it has been described in such a way that

would have a similar effect on the primary reader as

omitting or misstating the information. The amend-
ments introduced by the document apply to all

transactions subsequent to January 1%, 2020.

The Directors do not expect any significant effects on

the Consolidated Financial Statements of the Isagro

Group following adoption of this standard.

On January 23", 2020, the IASB published an amend-

ment titled “Amendments to IAS 1 Presentation of Fi-

nancial Statements: Classification of Liabilities as Cur-
rentor Non-current”. The document s intended to clarify
how to classify payables and other short or long-term lia-

bilities. The amendments take effect on January 1%, 2022

but the IASB has issued an exposure draft to postpone

efficacy to January 1%,2023. In any case early application
is allowed. The Directors do not expect any significant
effects on the Consolidated Financial Statements of the

Group following adoption of this amendment.

On May 14™, 2020 the IASB published the following

amendments:

o Amendments to IFRS 3 Business Combinations: the
amendments serve to update the reference made
in IFRS 3 to the revised version of the Conceptual
Framework, without making any changes to the
provisions of standard IFRS 3.

o Amendments to IAS 16 Property, Plant and Equip-
ment: the amendments have the aim, relative to the
cost of tangible assets, of disallowing the deduction
of amounts received from the sale of goods pro-
duced when testing the assets in question. These
revenues from sales and the relative expenses will
therefore be recognized in the Income Statement.

o Amendments to IAS 37 Provisions, Contingent Liabili-
ties and Contingent Assets: the amendment clarifies
that when estimating the cost of a contract, all costs
directly attributable to the contract must be consid-
ered. Consequently, the measurement of the cost of
a contract includes not only incremental costs (e.g.
the cost of materials directly used in processing),
but also all costs which the company cannot avoid
dueto stipulation of the contract (e.g. the portion of
personnel expense and depreciation of machinery
used to fulfill the contract).

o Annuallmprovements 2018-2020: amendments were
made to IFRS 1 First-time Adoption of International
Financial Reporting Standards, IFRS 9 Financial In-
struments, to IAS 41 Agriculture and to Illustrative
Examples for IFRS 16 Leases.

All these amendments take effect on January 1%, 2022.

The Directors do not expect any significant effects

on the Consolidated Financial Statements following

adoption of these amendments.
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Uncertainty in the use of estimates

Preparation of the Consolidated Financial Statements
and the relative notes in application of the IFRS requires
the management to make estimates and assumptions
that affect the reported amounts of the assets and liabili-
ties, and the disclosure relating to contingent assets and
liabilities at the reporting date. Consequently, the results
actually achieved could differ from these estimates.

In particular, the estimates are used in order to recog-
nize provisions for doubtful debts and inventory obso-
lescence, depreciation and amortization, impairment
losses, employee benefits, tax and other provisions. The
estimates and the assumptions are periodically reviewed
and the effects of any changes are reflected in the In-
come Statement, in the period in which the estimate is
reviewed.

Also note that the Directors made a “significant judg-
ment” when assessing the “accessory” performance obli-
gations in the contract to sell Fluindapyr, but notin terms
of determining the fair value of the same, as these perfor-
mance obligations, in compliance with accounting stan-
dard IFRS 15, were recognized in the 2020 Isagro Group
Consolidated Financial Statements “at a point in time”
on the closing date (the relative conclusions are found in
note 27A), as were the assumptions underlying the “fiscal
realignment” pursuant to article 110, paragraph 8 of De-
cree Law 104/2020.

Estimates made by Directors also involved the Purchase
Price Allocation process carried out with reference to the
acquisition of Phoenix-Del S.r.l.

The main assumptions regarding the future and the main
causes for uncertainty in the estimate at the closing date
of the financial year that present a significant risk of giv-
ing rise to significant adjustments to the book values of
the assets and liabilities by the following financial year
are shown below.

Bad debt provision
Trade and other receivables are shown in the financial

statements net of provisions for impairment losses, de-
termined based on the principle of expected credit loss,
according to which it is no longer necessary for an event
of financial difficulty of the debtor to occur before rec-
ognizing in the financial statements the value of the ex-
pected losses. This model provides for the impairment
test being performed considering the entire life of the
receivable according to a forward-looking logic, which
uses historical, current and also prospective data in the
assessment process.

In particular, using the simplified approach provided
for in IFRS 9, the Isagro Group constructed a “provision
matrix” to identify the probabilities of default, which is
based, for historical data, on the average credit losses of
the last three years, to which is added a percentage of risk
in order to take into account prospective (forward-look-

ing) probabilities of default. This matrix is then applied
to the aging of the receivables, constructed by maturity
band and by geographical areas, at the reporting date,
and it is updated every year. In addition, ad hoc analy-
ses and specific estimates are performed to determine
the expected losses of certain categories of receivables,
including receivables in dispute and receivables deriving
from M/L Agreements.

Note that the Covid-19 health crisis has not currently af-
fected the aging for customers or, in the Directors’ opin-
ion, the prospective ability to recovery the same and,
therefore, it was not held necessary to revise the above
model and make any specific additional provisions linked
to the health crisis. In fact, amounts collected continued
regularly and no financial tensions were seen, nor is this
expected to occurin 2021, as also confirmed by the trend
of amounts collected in January and February, given that
the Isagro Group operates in market segments and with
customers who are especially solid.

Inventory write-down provision
The allowance for inventory obsolescence reflects man-

agement's estimate of impairment losses expected from
the various Group companies, based on both historical
experience and the expected trend in prices for agro-
chemical products during 2021, particularly for those
products whose realizable value is linked to the com-
modity prices.

Intangible Assets and Goodwill: Impairment test
The Isagro Group carries out impairment testing at least

annually, on preparing the Financial Statements at De-
cember 31%, As is described in greater detail below, im-
pairment tests are performed on the assets pertaining to
the CGUs being tested, including assets with indefinite
useful life (goodwill) and intangible assets with finite
useful life not yet available for use, as well as intangible
assets already available for use and property, plant and
equipment pertaining to the CGUs identified.

As explained in detail below, intangible assets not yet
available for use essentially refer to registration expenses
incurred for authorizations to sell formulations relating
to the Group's major proprietary products (see Note 3).
As these assets are essentially registrations not yet ob-
tained, the cash flows used for the purpose of calculating
the recoverable values within the impairment test and
reflected in the plan of the various Group companies,
including subsequently in the consolidated 2021 Budget
and 2022-2025 Business Plan (together, the “Consolidat-
ed Plan”), are those specifically and precisely defined for
each project.

In defining the value in use for CGUs subject to impair-
ment, the Isagro Group carried out its analysis on the ba-
sis of the aforementioned Consolidated Plan, approved
by the Board of Directors on March 4™, 2021.



The reliability of the impairment test and, consequently,
whether or not the amounts recognized as assets (includ-
ing goodwill) for these items are confirmed is tied to real-
ization of the forecasts of said Consolidated Plan, which,
although it represents a forward-looking statement sub-
ject to uncertainty, is deemed reasonable and feasible by
the Directors.

The Directors, as a result of the tests carried out, did not
deem it necessary to recognize any further impairment
losses pursuant to IAS 36, regarding the Group's major
assets.

Impairment recognized in the financial statements
(€ 1,044 thousand) refers to: i) € 509 thousand mainly to
the impairment of the residual book value of a basic Flu-
indapyr registration not sold to FMC, ii) € 118 thousand
for impairment of development and process know-how
costs, after the decision to not implement in the pro-
duction plants of the Parent Company Isagro S.p.A. the
results of certain projects on new product formulation
methods and iii) € 417 thousand for registration, label
and patent dossiers no longer considered strategic for
the Group after the change in the Isagro business model,
as described in detail in the Report on Operations.
Regarding goodwill, it should be noted that about 33% of
this item refers to the CGU “Isagro Colombia”, for which
management has developed an additional impairment
test to verify the recoverability of said goodwill. The con-
siderations set out are described in Note 5.

Note that the calculation of the recoverable value of in-
tangible assets available and not yet available for use,
of goodwill, and of the relevant tangible assets, calls for
management's discretion and the use of estimates, par-
ticularly as regards calculation of the interest rate (WACC)
used to discount future cash flows, also as the benchmark
rates of the financial markets are highly erratic and fluc-
tuating. In addition, the recoverability of these amounts
is subject to the aforementioned Consolidated Plan and
is affected also by uncontrollable external variables (in
particular market conditions, weather conditions, the
times necessary and the probabilities of obtaining autho-
rizations for the sale of new products and for renewals of
already obtained authorizations for sale). Consequently,
it cannot be excluded that the future trend in various fac-
tors, including developments in the challenging global
economic and financial context, worsened by the cur-
rent worldwide health crisis caused by COVID-19, which
in any case are viewed as insignificant by Directors for
both Isagro and the more general agrochemicals mar-
ket and therefore not included in the Consolidated Plan,
might lead to write-downs on these items in the Financial
Statements. The Group's management will continuously
monitor the circumstances and events that could bring
about such a result.

Deferred tax assets

At December 31%,2020, the Isagro Group’s financial state-
ments indicate deferred tax assets relative to deductible
temporary differences for € 1.7 million (against use by
the Parent Company Isagro S.p.a. during the year of all
the deferred tax assets allocated against previous tax
losses for € 3.5 million). When recognizing and measur-
ing the recoverability of these deferred tax assets, the
Directors took into consideration the plans prepared by
the companies of the Group and subsequently included
in the Consolidated Plan approved by the Isagro Board
of Directors on March 4™, 2021, which indicate income
throughout the time frame of the Plan judged reasonably
realizable by the Directors and of an amount to allow re-
covery of the deferred tax assets recognized in the finan-
cial statements.

However, it cannot entirely rule out that the occurrence of
economic and/or financial crises, or the continuation of
the Covid-19 health crisis, the effects of which, as stated,
are held by the Directors to be insignificant for Isagro and
the more general agrochemicals market, and are there-
fore not included in the Consolidated Plan, could affect
the schedules and methods planned for recovering these
financial statement items. The Group's management will
continuously monitor the circumstances and events that
could bring about such a result.

Fiscal realignment
The Directors of the Parent Company Isagro S.p.A. have

decided to make use of realignment for the accounting
figures in the separate financial statements, prepared
using the international accounting standards, and the
fiscal values, pursuant to article 110, paragraph eight,
Decree Law 104/2020, for the following assets, for which
the book value is in line with the balances found in these
Consolidated Financial Statements: know-how (for € 332
thousand) and goodwill (for € 1,631 thousand). This led
to a benefit in the Income Statement due to the release
of deferred taxes relative to know-how and goodwill of
around € 222 thousand (of which € 93 thousand relative
to know-how and € 129 thousand relative to goodwill),
and a cost for the substitute tax of € 59 thousand (with
reference to realignment of goodwill, the Directors es-
tablished that this accounting policy cannot lead to the
recognition in the Income Statement of the future tax
benefit connected to the liberation). Although the tax
effect of this benefit applies as of the year in which the
substitute tax is paid (i.e. 2021), this decision represents
the Directors' decision to apply an alternative method to
pay the taxes already in effect as at December 31%, 2020
and, therefore, is under the full control of the Directors.

While at present there are uncertainties expressed by the
Revenues Agency regarding the possibility of change the
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conditions to make use of fiscal realignment for intangi-
ble assets, the Directors hold that this is the most like-
ly scenario, and in which the net impact on the Income
Statement for the year is equal to proceeds of € 163 thou-
sand.

The Directors believe that the distribution of unavailable
reserves linked to the above realignment cannot current-
ly be forecast and, therefore, did not recognize any effect
on these from deferred taxes.

Consolidation scope

The consolidation scope includes the Financial State-

ments of at December 31%, 2020 of Isagro S.p.A. and its

subsidiaries.

Pursuant to IFRS 10, companies are considered to be

controlled if the Group simultaneously has the following

three elements:

a. power over the company;

b. exposure or rights to variable returns deriving from its
involvement in the investee;

c. the ability to use its power to influence the amount of
such variable returns.

For a list of companies included in the scope of consoli-

dation, reference should be made to Note 52.

Compared to the situation at December 31%, 2019 the fol-

lowing changes were seen in the scope of consolidation:

1. onJanuary 13,2020, the process to liquidate the sub-
sidiary Isagro Poland Sp. z 0.0. was completed;

2. on October 14%, 2020, the operation by the Parent
Company Isagro S.p.A. was completed to acquire
100% of the share capital of the Italian company
Phoenix-Del S.r.l., with its registered office in via Vene-
zia 9/A, 35131 - Padua. For more details about this op-
eration, please see Note 1.

Translation of foreign currency financial statements

The presentation currency adopted by the Group is the

Euro, which is also the functional currency of the Parent

Company Isagro S.p.A.

At the end of the reporting period, the Financial State-

ments of foreign operations with a functional currency

other than the Euro are translated into the presentation

currency in accordance with the following procedures:

» assets and liabilities are translated using the exchange
rate in force as at the reporting date;

» revenues and costs are translated at the average ex-
change rate for the reporting period;

° equity components are translated at historical ex-
change rates, maintaining the existing stratification (if
any) of reserves.

Exchange differences arising on translation are recog-
nized in the statement of Other Comprehensive Income
and accumulated in a separate component of Sharehold-
ers' Equity (Translation reserve or difference) until dis-
posal of the foreign operation.

The Financial Position and the economic result of a for-
eign company whose functional currency is the currency
of a hyperinflationary economy are instead translated
into Euro using the exchange rate in force at the reporting
date. An economy is considered hyperinflationary when
the cumulative inflation rate over a period of three years
exceeds or comes close to 100%.

Hyperinflation in Argentina
In Argentina, following a long period of observation of

inflation rates and other indicators, a unanimous con-
sensus was reached on the existence of a hyperinflation-
ary economy starting from July 1%, 2018. It follows that
all companies operating in Argentina, starting from that
date, are obliged to apply the accounting standard “IAS
29 - Financial Reporting in Hyperinflationary Economies”
in preparing financial reports.




It is worth noting however that the effects deriving from
application of the standard on the Group’s results, tak-
ing into account the low economic and financial figures
of the Argentinean subsidiary, proved to be completely
negligible.

The exchange rates applied on translation of the Finan-
cial Statements of the companies included in the scope
of consolidation are listed in the table below:

Exchange

Exchange

Average Average
Currency fateat exchange fateat exchange
Dec. 31st, Dec. 31st,

2020 rate 2020 2019 rate 2019
Australian Dollar 1.5896 1.6549 1.5995 1.6109
Singapore Dollar ~ 1.6218 1.5742 1.5111 1.5273
US Dollar 1.2271 1.1422 1.1234 1.1195
Vietnamese 28,331 26,534 26,033 26,003
Dong
Argentine Peso 103.2494 103.2494 67.2749 67.2749
Chilean Peso 872.52 903.14 844.86 786.89
Colombian Peso 4,202.34 4,217.06 3,688.66 3,674.52
Mexican Peso 24.416 24.5194 21.2202 21.5565
il e 18.0219  18.7655 157773  16.1757
Rand
Brazilian Real 6.3735 5.8943 4.5157 4.4134
Chinese

Renminbi (Yuan) 8.0225 7.8747 7.8205 7.7355

Indian Rupee N/S N/S N/S 78.8361
Kenyan shilling 134.0171 121.7547 113.8986 114.2168
Polish Zloty N/S N/S 4.2568 4.2976

Earnings Per Share

Basic earnings per share are calculated by dividing profit
or loss attributable to the Group by the weighted average
number of shares outstanding during the year. For the
purpose of calculating the diluted earnings per share, the
weighted average number of shares is modified assum-
ing that all convertible instruments are converted and all
warrants are exercised, should these have been issued by
the Parent Company.

Assets held for sale and Discontinued Operations
Non-current assets and disposal groups whose carry-
ing amount will be recovered principally through a sale
transaction rather than continuing use are presented
separately from other assets and liabilities in the Balance
Sheet. These assets are measured at the lower of carrying
amount and fair value less costs to sell. Any subsequent
impairment losses are recognized as a direct deduction
from non-current assets through profit or loss. The cor-
responding amounts of the previous year are not reclas-
sified.

A Discontinued Operation is a component of a company

that either has been disposed of or is classified as held

for sale, and:

» represents a separate major line of business or geo-
graphical area of operations;

« ispartof asingle coordinated plan to dispose of a sep-
arate major line of business or geographical area of
operations;

« oris a subsidiary acquired exclusively with a view to
resale.

The post-tax profit or loss of Discontinued Operations is
disclosed separately in profit or loss. The corresponding
amounts of the previous year are reclassified and pre-
sented separately in profit or loss for comparative pur-
poses. Value adjustments on receivables from the sell-
ing price of the aforementioned discontinued assets are
likewise recognized in the Income Statement; in the years
subsequent to the sale, these value adjustments will be
adjusted on the basis of changes in the estimates of en-
forceability.

Measurement criteria

The Consolidated Financial Statements have been pre-
pared on a historical cost basis, except for some financial
instruments, the measurement for which, pursuant to
IFRS 9 and IFRS 13, was made at fair value, as described
below. This value is the price that would be received for
the sale of an asset or that would be paid for the trans-
fer of a liability in a regular transaction in the main (or
most advantageous) market as at the measurement date,
at current market conditions, regardless of whether that
price is directly observable or is estimated using another
measurement technique.

Business Combinations

Business combinations are accounted for using the ac-
quisition method. Under this method, the consideration
transferred in a business combination is measured at
fair value, calculated as the sum of the acquisition-date
fair values of the assets transferred and liabilities as-
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sumed by the Group, and the equity instruments issued
by the acquirer in exchange for control of the company
acquired. The transactions costs are recognized in the In-
come Statement at the time they are incurred.

Goodwill is measured as the excess of the aggregate of
consideration transferred in the business combination,
the amount of any non-controlling interests in the ac-
quiree, and the acquisition-date fair value of the acquir-
er's previously held equity interest in the acquiree over
the net of the acquisition-date amounts of the identifi-
able assets acquired and the net liabilities assumed.

Any contingent consideration is measured at the acquisi-
tion-date fair value and recognized as part of the consid-
eration transferred in the business combination for the
purpose of measuring goodwill. Any subsequent chang-
es in fair value, qualifying as adjustments made during
the measurement period, are retrospectively included in
goodwill. Changes in fair value qualifying as adjustments
made during the measurement period are those result-
ing from new information about facts and circumstanc-
es that existed as of the acquisition date but obtained
during the measurement period, which shall not exceed
one year from the acquisition date.

In a business combination achieved in stages, the Group's
previously held equity interest in the acquire is remea-
sured at fair value at the date controlis acquired, and any
resulting gain or loss is recognized in profit or loss. Any
amounts resulting from the previously held equity inter-
est, and recognized in Other Comprehensive Income, are
reclassified to profit or loss as if the equity interest had
been disposed of.

Tangible assets

Tangible assets items, which can be stated in the Finan-
cial Statements as assets if, and only if, it is probable that
the future economic benefits associated with them will
flow to the company and if their cost can be reliably de-
termined, are recorded at historical cost and stated in the
Financial Statements net of the related accumulated de-
preciation and any losses in value.

In detail, the cost of a tangible assets item, acquired from
third parties or constructed on a time and material basis,
includes directly attributable charges and all the costs
necessary for bringing the assets onstream for the use for
which they were acquired. If payment for the purchase of
the asset is deferred beyond the normal credit terms, its
cost is represented by the equivalent cash price.

The opening value of the asset is increased by the current
value of any costs for the demolition and removal of the
assets or restoration of the site where the asset is located,
if a legal or implicit obligation in this sense exists. There-
fore a liability will be recorded for a risk provision against
this capitalized charge.

Maintenance and repair costs are not capitalized, but are
recorded in the Income Statement in the period they per-
tain to.

Costs incurred after initial recognition - improvements,
modernization and expansion costs, etc. - are recognized
as assets if, and only if, it is probable that future econom-
ic benefits associated with them will flow to the company
and they result in identifiable assets or if they concern
expenditures aimed at extending the asset's useful life
or increasing its productive capacity, or even improving
the quality of the products obtained by the asset. If these
expenses qualify as maintenance costs, they will be rec-
ognized in profit or loss as incurred.

Depreciation begins when the asset is available for use
and is calculated on a straight-line basis with reference to
the asset's estimated useful life. The useful life generally
assigned to the various asset categories is as follows:

 buildings:

« plantand machinery:
* equipment:

« other assets:

from 19 to 30 years
from 10 to 11 years
from 3to 7 years
from 5 to 6 years.

Land, which as a rule has an unlimited useful life, is not
depreciated.

Spare parts and small items of equipment for mainte-
nance are recognized as inventories and recorded at cost
atthetime they are used. Nevertheless, spare parts worth
significant amounts and equipment provided which is
available in stock (stand-by equipment) are recognized
as fixed assets when they are expected to be used for
more than one accounting period.

The book value of tangible assets is subject to an im-
pairment test so as to detect any losses in value when
events or changed circumstances indicate that the book
value cannot be recovered. If there is any indication that
the asset may be impaired, and if the carrying amount is
greater than the estimated recoverable amount, the as-
set or the cash-generating unit is written down to recov-
erable amount, which is the higher of fair value less costs
to sell and value in use. When defining the value in use,
the future cash flows are discounted back using a pre-tax
discount rate which reflects the current market estimate
of the cost of money placed in relation to the timescale
and specific risks of the asset. In relation to assets which
do not generate fully independent cash flows, the real-
izable value is determined in relation to the cash flow
generating unit to which the asset belongs. Impairment
losses are recorded in the Income Statement under the
item “Impairment of tangible and intangible assets”.



Intangible assets

Intangible assets, which can be capitalized only if they
are identifiable assets which will generate future eco-
nomic benefits, are initially recognized in the Financial
Statements at purchase cost, increased by any additional
charges and the direct costs necessary for preparing the
asset for its use. However, assets acquired in a business
combination are recognized at their acquisition-date fair
value.

Assets generated internally, with the exception of devel-
opment costs and expenses incurred in obtaining the
authorizations to market agrochemical products, are not
recorded as intangible assets. Development activities
involve the conversion of research inventions and other
knowledge in a well-defined plan for the production of
new materials, products or processes.

The cost of an intangible asset created internally includes
all the directly attributable costs necessary for creating,
producing and preparing the asset so that it is able to
operate in the manner agreed upon by company man-
agement. With regard to the capitalization of any finan-
cial charges associated with intangible assets, reference
should be made to the description later in this report un-
der the related measurement criterion.

After initial recognition, intangible assets are recorded
in the Financial Statements at cost net of the total amor-
tization charges, calculated on a straight-line basis with
reference to the estimated useful life of the asset and
the accumulated losses due to impairment. However, if
an intangible asset has an unspecified useful life it is not
amortized, but periodically subject to adequacy analysis
for the purpose of stating any impairment.

The useful life generally assigned to the various catego-
ries of assets with finite useful life is as follows:

« concessions and licenses: from 5 to 10 years

e authorizations

. . term of the
for sale (registrations) .
. concession
of agrochemical products:
o product know-how: 15 years
o process know-how: 5years
» costs of “extraordinary
— 5years
protection”:
o trademarks: 10 years

term of the legal

o patents: .
protection

o other assets (software): 5 years

Amortization commences when the assets are available
for use, or when they are in a position and in the condi-
tion necessary in order to operate in the manner agreed
upon by company management.

The book value of intangible assets is subject to an im-
pairment test so as to detect any losses in value when
events or changed circumstances indicate that the book
value cannot be recovered. If indication of this type ex-
ists, and in the event that the value exceeds the esti-
mated realizable value, the assets are written down so
as to reflect their realizable value. This value coincides
with the net sales price of the assets or the value in use,
whichever is the higher. When defining the value in use,
the future cash flows are discounted back using a pre-tax
discount rate which reflects the current market estimate
of the cost of money placed in relation to the timescale
and specific risks of the asset. In relation to assets which
do not generate fully independent cash flows, the real-
izable value is determined in relation to the cash flow
generating unit to which the asset belongs. Impairment
losses are recorded in the Income Statement under the
item “Impairment of tangible and intangible assets”.
Product research, development and registration costs
Research costs for the ordinary protection of products
and production processes, and the costs for innovative
research, are recognized in the Income Statement in the
period when they are incurred.

Development costs, recorded in the Financial Statements
under intangible assets, refer to projects for the develop-
ment of new proprietary products (active ingredients),
new formulations and new production processes.

When the development project is concluded, and results
in a process available for economic use, or in a product
know-how, the related expenditure is reclassified to
“product know-how” or “process know-how” and amor-
tized on a straight-line basis over its estimated useful
life, which shall not exceed 15 years. The conclusion of
the development process of new proprietary products
(active ingredients) coincides with obtainment of a state-
ment of completeness (the "completeness check") from
the competent authority and/or with obtainment of the
first authorization to sell the formulation containing the
active ingredient.

Product registration costs reflect internal and external
costs incurred to obtain or renew the authorization from
the different local authorities to market the products de-
riving from the development activities and /or to extend
such authorizations to other crops or to other uses of the
product. These costs are recognized as intangible assets
under "assets under development" until an authoriza-
tion to market is obtained, and they are then reclassified
under "Registrations" and amortized based on the term
of the concession, which may be for a maximum of ten
years. Until the development activities, and/or the regis-
tration activities for any resulting products, are complet-
ed, the main projects underway will be tested for impair-
ment at least annually, in accordance with the methods
described in the Explanatory Notes, recognizing in profit
or loss any excess in the carrying amount. These costs
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also include the expenses for "extraordinary protection",
incurred in order to increase the useful life, i.e. the mar-
keting period, of products already existing in the market
and thus capable of generating future economic benefits
higher than the level of return originally attributed to
the product underlying the development activity. These
costs are normally amortized over a period of a minimum
5 years to a maximum 15 years, based on the estimated
product lifecycle.

Goodwill

Goodwill acquired in a business combination is initially
measured at the acquisition-date fair value of the con-
sideration transferred and is allocated to the various
CGUs identified at that date. After initial recognition,
the goodwill is measured at cost, and decreased only by
any accumulated losses in value. In fact, goodwill is not
amortized, but impairment testing is performed at least
annually. Any impairment is recognized in the Income
Statement, according to the methods described in the
Explanatory Notes.

Impairment of tangible assets,
and goodwill

At least annually, and each time the Consolidated Finan-
cial Statementsfortheyeararedrawn up, the Company re-
views the book value of its tangible and intangible assets,
and goodwill, to check whether there are any indications
that these assets have sustained reductions in value. The
recoverable value is identified as the fair value net of the
sales costs or the value in use, whichever is higher, where
the latter is calculated as the current value of the estimat-

intangible assets

ed cash flows referring to the asset or to the cash generat-
ing unit to which it belongs, discounted in consideration
of a specific discounting rate, of the future cash flows re-
ferring to the asset, or to the cash generating unit to which
itbelongs. If the recoverable amount of an asset (oracash
generating unit) is lower than its book value, the latter is
reduced to the lesser recoverable value. The impairment
is immediately recognized in the Income Statement.

Afterwards, if the impairment of an asset ceases or is re-
duced, the book value of the asset, except for goodwill, is
increased up to the new estimate of the recoverable val-
ue (which cannot exceed the value that would have been
determined had no impairment loss been entered). Re-
versing of the impairment loss is immediately recognized
in the Income Statement.

Based on what is set out above, the assets and cash gen-
erating units (CGUs) representing the smallest identifi-
able group of assets able to generate largely independent
cash flows in were identified in the Financial Statements.
Goodwill was unfailingly allocated to the cash generating
units from which benefits connected with the business
combinations that generated it are expected.

The CGUs were identified with the same criteria as last
year.

A summary table is presented below showing the values
of the tangible and intangible assets and the goodwill al-
located to the individual CGUs identified by the Group's
Management:

The Group also posted impairment of the CGU Isagro
Colombia S.A.S. for a total of € 3,175 thousand, of which
€ 1,381 thousand relating to goodwill. Therefore, the

Assets with
Assets with a finite useful life an indefinite
useful life
Cash Generating Units Intangible Assets Total
Tangible assets not yet available already available Goodwill
for use for use
Tetraconazole 4,184 132 3,179 209 7,704
Copper 5,688 890 4,701 2,110 13,389
Kiralaxyl (IR 6141) 1,318 1,419 4,043 ° 6,780
Organic products 3,082 478 395 461 4,416
Pyrethroids 458 85 198 - 741
Fumigants 129 2,524 2,388 - 5,041
Total 14,859 5,528 14,904 2,780 38,071




Group subjected to impairment testing intangible assets
and goodwill totaling € 24,603 thousand out of a total of
€ 25,244 thousand with about 97% coverage.

The process to assess the recoverability of the amounts
recognized in the assets of the Consolidated Financial
Statements by the Group's Management was carried out
by determining the value in use.

Financial assets

At the moment of initial recognition, financial assets are

entered at their fair value plus the costs directly attribut-

able to their acquisition and are classified in one of the

categories described below on the basis of the following

elements:

« the Group's business model for the management of
financial assets;

« the characteristics related to the contractual cash
flows of the financial assets.

In particular, by “business model” is meant the method

with which the asset is managed, that is, if it is held for

the sole purpose of collecting the related contractual

cash flows (“hold” model), or to resell (“sell” model), or

both to collect the cash flows and to sell the asset (“hold

and sell” model).

Financial assets measured at amortized cost

Financial assets are included in this category if both of

the following conditions are met:

« they are held in the context of a “hold” business mod-
el,and

« the contractual terms provide for certain given cash
flows represented only by payments of the principal
and of the interest on the principal to be repaid.

These assets are subsequently measured using the ef-

fective interest method, that is applying the effective in-

terest rate that represents the rate that exactly discounts

the future payments or collections, estimated along the

expected life of the financial asset, to its amortized cost.

The gains or losses deriving from write-offs, changes or

impairment of the financial asset are recognized in the

Income Statement.

Financial assets measured at fair value recognized in

‘Other Comprehensive Income”
Financial assets are included in this category if both the

following conditions are met:

« theyare held in a “hold and sell” business model, and

« the contractual terms provide for certain given cash
flows represented only by payments of the princi-
pal and of the interest on the principal to be repaid.
The gain or loss deriving from measurement at fair val-
ue of these financial instruments must be recognized
in “Other Comprehensive Income” (with the exception
of gains or losses due to impairment and gains or loss-

es on exchange rates that are recognized in the Income
Statement), until the financial asset is derecognized or
reclassified. The interest calculated applying the crite-
rion of effective interest is recognized in the profit for
the year.
Investments in equity instruments which are not held
for trading can be included in this category at the time
of their initial recognition. The gain or loss deriving from
their measurement is recognized in “Other Comprehen-
sive Income” and is not reclassified to the Income State-
ment when the financial asset is derecognized. The divi-
dends related to these instruments are recognized in the
Income Statement.
This context includes the investment in the company Ar-
terra Bioscience S.p.A., an equity investment which, as
of the end of financial year 2019 was recognized among
"other investments” (for more information, please see
note 6 below).

Financial assets measured at fair value recognized in prof-
it (or loss) for the year

This category comprises financial assets not included in
the previous ones, among which are financial assets held
for trading (“sell” model) and investments in equity in-
struments for which the option was not taken to include
them in the previous class. In particular, a financial in-
strument is considered “held for trading” if purchased for
the purpose of selling it or re-buying it after a short time.
Derivative financial instruments are also included in this
category, unless they are designated as hedging instru-
ments.

The gain or loss deriving from measurement at fair value
of these financial assets is recognized in profit (or loss)
for the year.

Impairment of financial assets

For financial assets included in the first two categories
(with the sole exception of any equity instruments includ-
ed in the category of assets measured at fair value) provi-
sions are recognized to cover the losses. These are calcu-
lated on the basis of the expected credit loss (ECL) model,
using information that is supportable, available without
unreasonable expenses or efforts, which includes histori-
cal, current and prospective data. These losses are based
on the difference between the contractually payable cash
flows and the cash flows that the Company expects to re-
ceive, discounted at the original interest rate.

The estimate for the provisions to cover losses must cor-
respond to the losses expected along the entire life of the
receivable if the credit risk of the financial instrument has
increased significantly after initial recognition. Other-
wise, the measurement of the provisions must be based
on the expected losses in the twelve months following
the reporting date.
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For trade receivables, a simplified approach is applied, as
described in the paragraph “Trade and other receivables”.

Treasury shares

Treasury shares are recognized at cost and are booked, at
the time of purchase, as a reduction of Shareholders’ Eqg-
uity. The economic effects deriving from any subsequent
sales are recognized directly in Shareholders' Equity.

Inventories

Inventories are measured at the lower between cost and
the net estimated realizable value, represented by the
normal estimated sales prices, net of finalization or sell-
ing costs.

The cost of inventories may not be recoverable if they
are damaged, if they become obsolete or if their selling
prices have decreased: in this case, inventories are writ-
ten down to their net realizable value on the basis of an
assessment made on a line-by-line basis and the amount
of the write-down is recorded as a cost in the period it is
made.

The cost of inventories includes purchase costs, conver-
sion costs and other costs incurred in order for the inven-
tories to reach their current location and conditions.

The method used for determining the cost of inventories
is that of the weighted average cost, inclusive of opening
inventories.

Trade and other receivables

Trade and other receivables are included in the category
of “Financial assets measured at amortized cost”, already
illustrated in the paragraph “Financial assets”, which con-
tains a description of the related measurement criteria.
For initial recognition of short-term trade receivables,
which do not contain a significant financial component,
the fair value is measured based on the price related to
the commercial transaction. For medium/long-term re-
ceivables, which instead contain a significant financial
component, at the time of initial recognition, the fair val-
ue is determined discounting the expected cash flows at
the effective interest rate.

Trade receivables are presented in the financial state-
ments net of provisions for expected impairment losses,
which are determined on the basis of a simplified ap-
proach that provides for the possibility of recognizing the
expected losses along the life of the receivable without
having to identify any changes in the credit risk of the
debtor. A “provision matrix” was therefore constructed
on the basis of past experience (that is on losses of pre-
vious periods), but opportunely adjusted to take into
account additional and prospective risk factors, in order
to include in the assessment the future probability of

default of the debtor. This additional risk factor was de-
termined taking into consideration, on the one hand, the
aging of the receivables and, on the other hand, the geo-
graphical region of the debtor.

Cash and cash equivalents

Cash includes cash on hand as well as on-demand and
short-term bank deposits, i.e. those with an original en-
visaged maturity of no more than three months.

Cash equivalents include temporary cash surpluses in-
vested in financial instruments with higher returns com-
pared to demand bank deposits (e.g. government secu-
rities) and which can be readily liquidated. They cannot
include temporary investments in equity instruments
due to the volatility and variability of their values.

Trade and other payables

Payables are measured at amortized cost and, at the time
of initial recognition, are booked at their fair value.

For initial recognition of short-term trade payables,
which do not contain a significant financial component,
the fair value is measured based on the price related to
the commercial transaction. For medium/long-term pay-
ables, which instead contain a significant financial com-
ponent, at the time of initial recognition, the fair value is
determined discounting the expected cash flows at the
effective interest rate.

Financial liabilities

At the time of initial recognition, financial liabilities are
booked at their fair value, net of the ancillary expenses
directly related to their acquisition.

After initial recognition, financial liabilities are measured
at amortized cost, using the effective interest method,
unless they are financial liabilities held for trading, which
are instead measured at fair value recognized in profit (or
loss) for the year. This latter category includes derivative
financial instruments that have not been designated as
hedging instruments under the terms of the accounting
standard IFRS 9.

Provisions for risks and charges

Provisions for risks and charges, which include liabili-

ties whose timing and extent are unknown, are provided

when:

« thereisa current obligation (legal or implied) which is
the result of a past event;

« itis probable that an outlay of resources will be neces-
sary to meet the obligation;

« areliable estimate can be made of the amount of the
obligation.



The amount recorded as a provision represents the best
estimate of the outlay required for meeting the obliga-
tion existing as at the period end date. If the effect of the
discounting back of the value of the cash is significant,
the provisions are determined by discounting back the
expected future cash flows at a pre-tax discount rate
which represents the current market valuation of the
cost of money in relation to time and, if appropriate, the
specific risks of the liabilities. When discounting back is
carried out, the increase in the provisions due to the pas-
sage of time is treated as a financial charge. Contingent
liabilities, instead, are not recognized in the Financial
Statements.

With reference to the provisions for "participation bonus
and manager and director bonuses", the Group records
this amount - in line with the previous year - in the item
"Current provisions" since they are approved and final-
ized by the Shareholders' Meeting following approval of
the Financial Statements.

Employee Benefits

Benefits after the termination of the employment rela-
tionship are established on the basis of plans which, in
relation to their characteristics, are separated into de-
fined-contribution plans and defined-benefit plans.
With regard to defined-contribution plans, the compa-
ny's obligation is limited to the payment of the contribu-
tions agreed with the employees and is determined on
the basis of the contributions due at period end, less any
amounts already paid.

In defined-benefit plans, the amount accounted for as
a net liability (or asset) is determined using the actuari-
al technique of the “Projected Unit Credit Method” and
is equal to: (a) the present value of the defined-benefit
obligation at the reporting date; (b) plus any actuarial
gains (less any actuarial losses); (c) less any social secu-
rity costs relating to past work services not yet recorded;
(d) less the fair value at the reporting date of the assets
serving the plan (if any) beyond which the obligations
must be directly discharged. The actuarial gains and
losses coming from re-measurement of the assets and
liabilities following the change in the financial actuarial
and/or demographic assumptions, and the yield of the
assets serving the plan (except for the amounts included
in net interest), are recognized under "Other Comprehen-
sive Income" and are directly reflected in the "Retained
earnings" without subsequent reclassification to "Profit/
(loss) for the year" items.

In defined benefit plans the cost recorded under the
"Profit/(loss) for the year" is the same as the algebraic
sum of the following elements: (a) social security costs

relating to current employment services; (b) net interest
deriving from the increase in the liability consequent to
the passage of time; (c) social security costs relating to
past employment services; (d) the effect of any reduc-
tions or discharges of the plan.

Until December 31%, 2006, the severance indemnity fund
of Italian companies was considered as a defined-bene-
fit plan. This was changed by Italian Law No. 296 of De-
cember 27, 2006 (Finance Law 2007) and subsequent
Decrees and Regulations that were issued in the first few
months of 2007. In light of these changes, and in particu-
lar with reference to companies with at least 50 employ-
ees, this is now considered a defined-benefit plan only
for the amounts which accrued until January 1%, 2007
(and which have not been settled on the reporting date),
while after this date it is considered a defined-contribu-
tion plan.

Share-Based Payment

Under the terms of IFRS 2, personnel costs include the
cost of any incentive plans with share-based payment.
The cost of the incentive is determined based on the fair
value of the attributable instruments and to the forecast
of the number of shares that will effectively be assigned;
the portion accruing to the year is determined pro-rata
temporis along the vesting period, that is the period run-
ning from the attribution date (the “grant date”) and the
assignment date and is recognized as counter-item to the
Shareholders’ Equity reserves.

The fair value of the shares underlying the incentive plan
is determined at the grant date, considering the forecasts
regarding the achievement of any performance param-
eters associated with market conditions and is not sub-
ject to adjustment in subsequent financial years. When
attainment of the benefit is also connected to conditions
other than those of the market (for example seniority in
service and non-market conditions of performance), the
estimate related to these conditions is reflected by ad-
justing, along the vesting period, the number of shares
expected to be effectively assigned.

Lease contracts

Lease contracts, which in exchange for a fee grant the
right to control the use of a specific asset for a period of
time, at the start date imply recognition by the lessor of
an asset (right of use) and of a financial liability for an
amount equal to the current value of the payments due
for the use of the asset. Given that in the majority of lease
agreements signed, there is no implicit interest rate, in
determining the discounting rate the starting point was
the risk-free rate of each country where the contracts
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were signed, with maturities commensurate to the term
of the various contracts, to which was added a spread ex-
pressing the credit risk of the contracting company.
Theright of use is depreciated systematically at the short-
er between the lease term and the residual life of the un-
derlying asset. If the lease contract transfers ownership
of the related asset or the cost of the right of use reflects
the company's intention to exercise the purchase option,
the related right of use is depreciated along the entire
useful life of the asset. The depreciation starts from the
beginning of the lease.

Following the initial recognition, the financial liability for

the lease is increased through recognition in the Income

Statement of the interest accruing during the period and

decreased on the basis of the payments made.

The Group recalculates the value of the financial liability

for the lease (and adjusts the value of the corresponding

right of use) if:

« the duration of the lease changes or there is a change
in the assessment of the exercise of the subscription
right; in this case, the liability for the lease is redeter-
mined by discounting the new payments of the lease
at the revised discounting rate:

« the value of the lease payments changes following
changes in the indexes or rates; in these cases, the
lease liability is redetermined by discounting the new
lease payments at the initial discounting rate (unless
the payments due as per the lease contract change
following fluctuation in interest rates, in which case a
revised discounting rate must be used);

 aleasecontract has been amended or the amendment
does not fall under one of the cases for the separate
recognition of the lease contract. In these cases, the
lease liability is redetermined by discounting the new
lease payments at the revised interest rate.

For short-term leases, i.e. of a duration no longer than 12

months, and for low-value assets, i.e. those in which the

value of the underlying assets does not exceed € 5,000,

the option was taken to recognize the payments due to

the Income Statement on a straight-line basis.

Conversion of foreign currency balances

Foreign currency transactions are initially recognized us-
ing the exchange rate which is applicable on the transac-
tion date. Exchange differences arising during the period,
when foreign currency receivables are collected and pay-
ables paid, are recognized in profit or loss.

At the end of the accounting period, the monetary assets
and liabilities denominated in foreign currency - com-
prising cash on hand and assets and liabilities to be re-

ceived or paid in fixed and determinable cash amounts -
are converted into the reporting currency using the ex-
change rate in force as at the period end date, with rec-
ognition of any exchange difference generated in the In-
come Statement.

Non-monetary items expressed in foreign currency are
converted into the reporting currency using the exchange
rate in force as at the transaction date, or the original his-
toric exchange rate. Non-monetary elements recorded at
fair value are converted using the exchange rate in force
as at the date this value was determined.

The functional currencies adopted by the various compa-
nies of the Isagro Group correspond to the currencies of
the countries where the registered offices of such compa-
nies are located.

Revenues

Revenues are recognized at the time, or gradually as, the
entity fulfills the obligation to perform for customers,
transferring to them the goods or services promised, and
are booked for an amount that reflects the consideration
to which the entity believes it has a right in exchange for
transferring the goods or services to the customer.

The goods or services promised are considered trans-
ferred when, or gradually as, the customer acquires con-
trol over them. Control over the goods or services means
the ability to decide the use of the goods or services and
the ability to substantially draw all the remaining bene-
fits from them. Transfer of control over goods or services
may occur at a certain time or over a period of time.

In determining the price of the transaction, the amount
of the consideration is adjusted to take into account the
effects of the time value of money if the payment terms
agreed offer the entity or the customer a significant bene-
fit. This adjustment is not made if the Group expects that
the time gap between the time of transfer of the goods
or services and the time of payment will not exceed one
year.

If the consideration promised in the contract with the
customer includes a variable amount (for example quan-
tity bonuses, discounts, incentives or other similar ele-
ments), the entity must estimate the amount of the con-
sideration to which it will have the right in exchange for
transferring the goods or services promised to the cus-
tomer.

Sale of goods

Revenues deriving from the sale of goods are recognized
when control of the goods is transferred to the custom-
er. In order to determine whether the transfer has taken
place, it is necessary to assess whether the customer has



acquired ownership of the goods, whether possession
has been transferred, whether the customer is already re-
quired at that time to pay for the goods, and whether the
customer has the right to the significant risks and ben-
efits of ownership of the goods. Specifically, for sales of
agrochemical products and raw materials, the revenues
can be recognized at the time of shipment or at the time
the goods are delivered to the customer.
Provision of services
Revenues related to the provision of services are recog-
nized at the time, or gradually as, the entity fulfills the
obligation to perform in for the customer. When the ob-
ligation is fulfilled over time, the entity recognizes the
revenues gradually while the service is being performed,
assessing its progress towards complete fulfillment of
the obligation to perform.
The adequate methods for assessing progress include
methods based on outputs and methods based on in-
puts. For toll manufacturing, revenues are recognized
based on the ratio between quantities produced and to-
tal quantities to be produced.
Concessions of licenses
A license confers on the customer rights over the entity’s
intellectual property. For the purposes of recognizing rev-
enues related to concession of licenses, it is necessary to
determine whether the license is transferred to the cus-
tomer on a specific date or over a period of time. To this
end, it is necessary to determine whether the customer is
given one or the other of the following rights:

« right of access to the entity’s intellectual property, as it
exists over the period of the license; or

« right of use of the entity’s intellectual property, as it
exists at the time the license is granted.

The entity’s promise to grant a license is by nature a

promise to grant the right of access to its intellectual

property if the following conditions are met:

« the contract prescribes that the entity must carry out
activities that will have a significant impact on the
intellectual property over which the customer claims
rights;

« the rights granted by the license expose the customer
directly to the positive or negative consequences of
the entity’s activities, and

« these activities do not simultaneously determine the
transfer of the goods or services to the client.

In this case, the entity accounts for the revenue related to

concession of the license as an obligation to be fulfilled

over time. If instead these criteria are not met, the enti-
ty’s promise is by nature a promise to grant the right to
use the intellectual property as it exists at the time it is

granted to the customer, who may decide on the use of
the license and substantially draw all the remaining ben-
efits from it at the time the license is transferred to it. The
promise to confer the right to use the intellectual prop-
erty, in this latter case, is considered an obligation to be
fulfilled at a specific date with consequent recognition of
the revenue related to the action of granting the license.
Interest

Interest is recorded on an accrual basis, using the effec-
tive interest rate method.

Royalties

These are recorded on an accrual basis, in accordance
with the provisions of the related agreement.

Dividends

These are recorded when the right to receive the pay-
ment arises.

Government grants

Government grants are recorded at fair value when rea-
sonable certainty exists that they will be received and that
all the conditions referring to them have been satisfied.
When the grants are linked to cost components (for exam-
ple operating grants) they are recorded under the item
"Other operating revenues" but spread out systematical-
ly over several accounting periods so that the revenues
are proportional to the costs which they are intended to
offset.

When, on the contrary, grants are linked to assets (for in-
stance, grants for plant or grants for intangible assets be-
ing developed) they are deducted directly from the book
value of such assets and are thus recognized, during the
useful life of the asset to be amortized, in the Income
Statement as income, by directly decreasing the amortiz-
ing cost.

Borrowing Costs

Financial charges directly attributable to the acquisition,
construction or production of tangible and intangible as-
sets which take a substantial period of time to get ready
for their intended use, are capitalized as part of the cost
of the assets.

All other financial charges are recognized as costs ac-
crued in the year when they are incurred.

Costs for the purchase of goods and the provision
of services

These are recorded in the Income Statement on an accru-
al basis and involve decreases in economic benefits, in
the form of outgoing cash flows or the reduction in value
of assets or the incurring of liabilities.
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Income taxes (current taxes, deferred tax assets and liabil-
ities)

Current taxes are calculated on the basis of a realistic
forecast of the tax liabilities to be paid, in accordance
with tax legislation in force in the individual countries
and are stated in the item "Tax payables" net of the ad-
vances paid.

If the advances paid and any credits from previous ac-
counting periods are greater than the taxes payable, the
net receivable due from the tax authorities is recorded
under the item “Tax receivables”.

The Group recognizes deferred tax assets and liabilities
for temporary differences between the carrying amount
of assets and liabilities in the Balance Sheet and their
tax bases, as well as for any difference in the carrying
amount of assets and liabilities arising on consolidation
adjustments.

Specifically, a deferred tax liability is recorded for all tax-
able temporary differences, save when such liability de-
rives from the original recognition of the goodwill. This
liability is stated in the Financial Statements under the
item “Deferred tax liabilities”. Conversely, a deferred tax
asset is recognized for all deductible temporary differ-
ences to the extent that it is probable that taxable profit
will be available against which the deductible temporary
difference can be utilized. A deferred tax asset is also re-
corded in the presence of tax losses or tax credits carried
forward, to the extent that it is probable that sufficient
future assessable income will be available. This asset is
stated in the Financial Statements under "Deferred tax
assets".

The value to be stated in the Financial Statements for de-
ferred tax assets is reviewed at the end of each account-
ing period and is reduced to the extent that it is no longer
probable that sufficient income for tax purposes will be
available in the future for this tax credit to be used.
Deferred tax assets and liabilities must be calculated us-
ing the tax rates which are expected to be applicable in
the period when the asset will be generated or the liabil-
ity discharged, on the basis of current tax rates or those
effectively in force at reporting date.

Current and deferred taxes are recorded in the Income
Statement as a charge or as income for the period. How-
ever, current and deferred taxes must be debited or cred-
ited directly in Shareholders' Equity or in the Statement
of Comprehensive Income if they relate to items recorded
directly in these items.

Derecognition of a financial asset

Afinancial asset is derecognized when the Group no lon-
ger has control over the contractual rights associated with
the asset. This normally occurs when the rights specified
in the contract are exercised, when they expire, or when
they are transferred to third parties. Consequently, when
it emerges that the Group has retained control over the

contractual rights associated with the asset, the latter
cannot be removed from the Balance Sheet. This essen-
tially takes place:
« when the transferor has the right or the obligation to
repurchase the transferred asset;
« when the transferor essentially maintains all the risks
and benefits;
« when the transferor provides guarantees for all the
risks relating to the transferred asset.
Conversely, if the transferee has the ability to obtain the
rewards of the transferred asset, or is free to sell or utilize
the entire fair value of the transferred asset, the transfer-
or shall remove the asset from its Balance Sheet.
In the event of a transfer, the difference between the
book value of the transferred assets and the sum total
of the payments received and any previous adjustment
which reflects the fair value of that asset, which has been
accumulated under Shareholders' Equity, is included in
the Income Statement for the period.
It should be noted that in relation to the factoring of
non-recourse trade receivables, under some contracts
the maximum default risk assumed by the factor is gov-
erned by the so-called credit ceiling. Appropriate effec-
tiveness tests are therefore conducted on these trans-
actions to verify that the risks and rewards have been
substantially transferred.

Derivative instruments and hedge accounting

Derivatives are measured at fair value, which IFRS 13 de-
fines as the price that would be received for the sale of an
asset or that would be paid for the transfer of a liability in
a regular transaction between market operators on the
date of measurement. This value is calculated with refer-
ence to the public quoted price of the instrument. When
a quoted market price is not available, reference is made
to the current market value of other instruments that
are substantially identical or appropriate measurement
techniques that consider a premium for counterparty risk
are used. These techniques are described in the Explana-
tory Notes, in the paragraph on derivatives.

A financial instrument can be acquired for trading pur-
poses or hedging purposes.

The gains or losses on valuation related to derivatives
purchased for trading purposes are recognized in the In-
come Statement in profit/(loss) for the year, while the de-
rivatives purchased for hedging purposes are recognized
according to hedge accounting, the objective of which is
to presentin the financial statements the effect of the en-
tity’s risk management activities that use financial instru-
ments to manage the exposures deriving from particular
risks that could affect the profit for the year. For hedge
accounting purposes only assets, liabilities, irrevocable
commitments and highly probable planned transactions
involving a party external to the entity that prepares the



financial statements can be designated as hedged items.
If a derivative financial instrument is purchased for hedg-
ing and not trading purposes but does not have the re-
quirements described below to be accounted for accord-
ing to hedge accounting, it is accounted for according to
the rules established for financial instruments held for
trading, with recognition of the related gains or losses in
the separate Income Statement.

For the entity to be able to use hedge accounting, at the

start of hedging there must be formal documentation

that describes the hedging relationship, the corporate
risk management goals and the strategy followed to put
the hedging in place. In particular, the documentation
must include identification of the hedging instrument,
the hedged item, the nature of the risk hedged and how
the entity will assess whether the hedging relationship
meets the effectiveness requirements of the hedging.

These requirements are met if:

« there is a financial relationship between the hedged
item and the hedging instrument;

 theeffect of credit risk does not prevail over the chang-
es in value resulting from the financial relationship;

« The hedging ratio of the hedging relationship is the
same as that resulting from the amount of the hedged
item that the entity effectively hedges and the amount
of the hedging instrument that the entity uses effec-
tively to hedge this quantity of hedged item.

There are three types of hedging relationships:

« fair value hedges: hedging of the exposure against
changes in the fair value of the recognized asset or
liability or unrecognized irrevocable commitment, or
a component of this item, which pertains a particular
risk and could affect the profit for the year;

« cash flow hedges: hedging of the exposure against
the variability of cash flows pertaining to a particular
risk associated with all the assets or liabilities recog-
nized, or a component of them, or to a highly probable
planned transaction that could affect the profit for the
year;

« hedges of a Net Investment in a Foreign Operation, as
defined by IAS 21.

Given that the Isagro Group only makes cash flow hedg-
ing transactions, only the accounting methods related to
this category are illustrated below.
Cash flow hedging
In cash flow hedging, the effective part of the gains or
losses of the hedging instrument is recognized in “Other
Comprehensive Income”, going into a specific sharehold-
ers’ equity reserve, while the ineffective part is recognized
in the income statement in profit for the year. The Share-
holders’ Equity reserve is then adjusted to the lower be-
tween the gains (or losses) accumulated on the hedging
instrument and the accumulated change in the fair value
of the hedged item since the start of the hedging.

The amounts accumulated in the cash flow hedging re-
serve must then be accounted for based on the nature
of the underlying transaction being hedged. In fact, if
the hedged transaction subsequently entails the recog-
nition of a non-financial asset or liability, the reserve is
derecognized, recognizing as a counter-item a higher
or lower initial value of the asset or liability recognized,
while, in all other cases, the amount of the reserve must
be reclassified in the profit/(loss) for the year as a reclas-
sification adjustment in the same year the expected cash
flows hedged influence the profit for the year.

Finally, if the hedging relationship ceases and no future
hedged cash flows are expected, the amount of the re-
serve must be reclassified to profit/(loss) for the year as a
reclassification adjustment.

1. Business Combinations
On October 14™, 2020, the Parent Company Isagro S.p.A.
acquired 100% of the Italian company Phoenix-Del S.r.l.,
which sells copper-based agrochemicals in Italy and Eu-
rope, for a contractually defined price of € 3.6 million. On
the closing date € 3.1 million was paid while the remaining
€ 0.5 million will be paid, without any interest, by March
31%t, 2023, subordinate to the achievement of established
sales objectives between 2021 and 2022 which, at present
and based on the Consolidated Plan, are unlikely to be
achieved.
The contract also establishes that for twelve months after
the date of the contract, the sellers provide suitable guar-
antees in relation to any damages/losses/costs which
Phoenix-Del S.r.l. may suffer exclusively and directly due
to events occurring or deeds stipulated prior to the date
the contract is executed or if discrepancies in that de-
clared are found. Therefore, guaranteeing the above, the
sellers deposited the sum of € 0.3 million in an escrow
account.

The strategic objectives behind the acquisition of

Phoenix-Del S.r.l. can be summarized as follows:

« focusing the Isagro Group on the copper-based fungi-
cide and Biosolutions segments, in line with the cited
change in the business model;

« strengthening the Isagro Group’s position in the cop-
per-based products market, in which the Group al-
ready holds a global leadership position;

« further enhance the Group’s presence on the ltalian
market, thanks to “tribasic copper” products;

« obtaining industrial and commercial synergies.

Given that the company was acquired at the end of the

year, it was included in the Consolidated Financial State-

ments as of December 31%, 2020, therefore consolidating

CONSOLIDATED EXPLANATORY NOTES

61



62

solely the balance sheet, as the operations of the compa-
ny between the acquisition date and the end of the year
were not deemed significant.
With reference to the acquisition, recall that based on
accounting standard IFRS 3 the cost of the business com-
bination must be allocated to the assets, liabilities and
intangible assets not recognized in the financial state-
ments of the acquired company, within the limits of their
fair value. What remains after this allocation must be rec-
ognized as goodwill.

As of December 31%, 2020, the process of allocating the

costs of the business combination can be considered

complete.

The values allocated were the following:

« intangible assets (Registrations), for which the fair
value at December 31%, 2020 (which “conventional-
ly” represents, as stated, the closing date and, conse-
quently, the date of initial consolidation of the compa-
ny) is higher than its book value by € 1,592 thousand,
leading to deferred tax liabilities of € 444 thousand;

« inventories, for which the fair value at December 31,
2020 (which “conventionally” represents, as stated,
the closing date and, consequently, the date of initial
consolidation of the company) is higher than its book
value by € 26 thousand, leading to deferred tax liabili-
ties of € 7 thousand.

After the above, the residual difference of € 1,224 thou-
sand was allocated to goodwill.
The reasons underlying the goodwill generated through
the acquisition can essentially be traced to the presence
of industrial synergies, thanks to the use of already ex-
isting Group structures which replace services purchased
from third parties as well as the acquisition of new cus-
tomers, above all in the area of direct sales.

Finally, note that the acquisition involved accessory costs
totaling € 37 thousand, which were recognized in the In-
come Statement for the year under the item “Costs for
services”.

The table below provides details on the assets and liabil-
ities of Phoenix-Del S.r.l. included in the Group's Consol-
idated Financial Statements as at December 31%, 2020,
and a breakdown of the goodwill calculated as of that
date:

Fair value
(amounts in €/000)

Tangible assets 3
Intangible Assets 1916
of which Registrations 1,592

Rights of use 51
Non-current receivables 6
Deferred tax assets 3
Total non-current assets 1,979
Inventories 55

of which Raw materials 26

Trade receivables 1,198
Other current assets 1
Other current financial assets 43
Cash and cash equivalents 278
Total current assets 1,575
TOTAL ASSETS - (A) 3,554
Non-current financial liabilities 31
Deferred tax liabilities* 451
Total non-current liabilities 482
Current financial liabilities 614
Trade payables 514
Tax payables 48
Other current liabilities 20
Total current liabilities 1,196
TOTAL LIABILITIES - (B) 1,678
Fee for acquisition - (C) 3,100
Net assets acquired (D) = (A) - (B) 1,876
Goodwill (C) - (D) 1,224
Fee paid on date of acquisition - (E) 3,100
Cash held by subsidiary - (F) (278)
Cash flow for acquisition (E) + (F) 2,822

* refers entirely to the tax effect pursuant to the Purchase Price Allocation

In addition, note that Phoenix-Del S.r.l. reported profits
of € 170 thousand for the year.



2. Tangible assets - 15,157
The breakdown and summary changes in tangible assets are described in the following tables:

Dec. 31st, 2019 Dec. 31st, 2020
Breakdown Change
Historical N Book Historical N Book
cost Amortization value cost Amortization value
Land 1,053 = 1,053 = 1,053 = 1,053
Buildings:
- owned assets 16,962 (11,121) 5,841 (5) 17,687 (11,851) 5,836
16,962 (11,121) 5,841 (5) 17,687 (11,851) 5,836
Plant and machinery:
- owned assets 34,606 (28,755) 5,851 1,272 37,037 (29,914) 7,123
- grants capital (357) 357 - - (357) 357 -
34,249 (28,398) 5,851 1,272 36,680 (29,557) 7,123
Equipment:
- owned assets 5,551 (4,979) 572 (186) 5,558 (5,172) 386
5,551 (4,979) 572 (186) 5,558 (5,172) 386
Other assets:
- furniture and fittings 1,202 (1,022) 180 (28) 1,198 (1,046) 152
- motor vehicles 104 (55) 49 (16) 84 (51) 33
- data processors 3,361 (2,887) 474 (150) 3,299 (2,975) 324
4,667 (3,964) 703 (194) 4,581 (4,072) 509
Fixed assets under development
and payments on account
-owned assets 1,565 - 1,565 (1,315) 250 - 250
1,565 = 1,565 (1,315) 250 5 250
Total 64,047 (48,462) 15,585 (428) 65,809 (50,652) 15,157
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Translation Reclassi-  Business UZIE G, [Pl el =
Changes for the di o ) . difference  ation and fications Total
. ifferences Purchases fications Combina- Disposals . 0
period . ) . (deprec.  amortiza- (deprec. change
(hist. cost) (hist. cost) tions .
prov.) tion prov.)
Land
Buildings:
- owned assets (2) 168 559 (730) - - (5)
(2) 168 559 (730) - - (5)
Plant and
machinery:
- owned assets - 1,569 969 (107) - (1,260) 101 - 1,272
1,569 969 (107) - (1,260) 101 - 1,272
Equipment:
- owned assets (1) 7 7 (6) 1 (200) 6 - (186)
(1) 7 7 (6) 1 (200) 6 - (186)
Other assets:
- furniture
NS (11) 4 5 (2) 11 (37) 2 - (28)
- motor vehicles 9) (11) 3 (7) 8 (16)
- data processors (14) 48 - 3 (99) 11 (196) 97 - (150)
(34) 52 5 3 (112) 25 (240) 107 - (194)
Fixed assets under
development
and payments
on account
- owned assets - 225 (1,540) (1,315)
225 (1,540) (1,315)
Total (37) 2,021 - 3 (225) 26 (2,430) 214 - (428)

The main changes during the year refer to:
» the completion at the Parent Company Isagro S.p.A.

Adria plant of an investment to acquire a new rotating
filter for the production of technical oxychlorides. This
investment, already seen at December 31%, 2019 un-
derincluded for € 172 thousand under the item “assets
under development” led to an increase in the histori-
cal cost of “plant and machinery” of € 652 thousand;
the completion, again at the Adria production site, of
a new packaging line; this investment led to a € 227
thousand increase in the historical cost of the item
"plant and machinery"; at December 31%, 2019, this
investment was recognized among "assets under de-
velopment" for € 53 thousand;

the completion, also at the Adria production site, of
an investment to acquire a new mill to produce paste
products; the investment of € 286 thousand, already
entirely included at December 31%, 2019 under the
item “assets under development”, was reclassified to
“plant and machinery” during the year, after success-
ful commissioning;

» completion of investments to increase plant efficien-
cy and the level of safety of the Adria and Aprilia pro-
duction sites of the Parent Company; the conclusion
of these projects led to an increase in the historic cost
of the item “buildings” for € 679 thousand and of the
item “plant and machinery” for € 951 thousand; at De-
cember 31%, 2019 these investments were posted un-
der “assets under development” for € 860 thousand;

« the disposal, at the Adria plant, of obsolete plant and
equipment no longer available for use; this disposal
led to a decrease of € 107 thousand in the historical
cost for “plant and machinery” and the recognition of
capital losses in the amount of € 6 thousand.

No endogenous and exogenous impairment indicators
were identified during the year, as also confirmed by the
results of the impairment tests carried out which also
include the tangible assets which can be allocated to the
specific CGUs.



The table below provides summary figures for the land and buildings owned by the Parent Company Isagro S.p.A., which

accounts for all the Group’s significant land and buildings:

Location Type Total surface Indoor surface

square meters square meters
Municipality of Adria (RO) Plant - copper-based products 146,965 13,398
Municipality of Aprilia (LT) Plant - formulations 130,823 29,789
Municipality of Bussi sul Tirino (PE) Plant - tetraconazole 3,110 1,000
Municipality of Novara (NO) Plant - organic products 1,634 745
Municipality of Novara (NO) Building - labs, greenhouses, offices 6,677 3,490
Municipality of San Pietro in Casale (BO) Rural area "Cantalupo" 43,611 -
Municipality of Galliera (BO) Rural area "Cantalupo" 96,389 500

3. Intangible assets - 21,063
The breakdown and summary changes in intangible assets during the year are described in the following tables:

Breakdown Change
Historical . Book Historical . Book
cost Amortization value cost Amortization value
Product development costs:
- SDHi (Fluindapyr) 3 - 3 (3) - - -
- new formulations 2,019 - 2,019 (1,660) 359 - 359
2,022 = 2,022 (1,663) 359 = 359
Process development costs 42 - 42 (42) - - -
Product know-how:
- SDHi (Fluindapyr) 22,020 (122) 21,898 (21,898) = = -
- fungicide IR 6141 10,196 (9,010) 1,186 (679) 10,196 (9,689) 507
- insecticides and fungicides 1,207 (565) 642 (231) 1,207 (796) 411
- Remedier 773 (707) 66 (52) 773 (759) 14
- biostimulants and fumigants 2,743 (777) 1,966 (174) 2,743 (951) 1,792
36,939 (11,181) 25,758 (23,034) 14,919 (12,195) 2,724
Process know-how 601 (359) 242 (198) 374 (330) 44
Extraordinary protection 6,313 (3,151) 3,162 466 9,458 (5,830) 3,628
E’i\t;:rt;;:llfsegz?:ls;egistrations 26,930 (17,551) 9,379 (737) 28,132 (19,490) 8,642
Other:
- software 1,013 (492) 521 (86) 1,137 (702) 435
1,013 (492) 521 (86) 1,137 (702) 435
Fixed assets under development and
payments on account
- registrations 6,216 - 6,216 (1,047) 5,169 - 5,169
- other assets under development 45 - 45 17 62 - 62
6,261 - 6,261 (1,030) 5,231 - 5,231
Total 80,121 (32,734) 47,387  (26,324) 59,610 (38,547) 21,063
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Reclassifications LT
. Translation  Acquisitions / Business and
Changes for the period A o Tl ] P and other Al
difference  capitalizations Combinations amortization /
changes o o
Impairment (*)
Product development costs:
- SDHi (Fluindapyr) - 122 - - - (125) (3)
- new formulations 1 263 - - - (1,924) (1,660)
1 385 - - - (2,049) (1,663)
Process development costs - 5 - - (67) - (42)
Product know-how:
- SDHi (Fluindapyr) - - - - (489)  (21,409) (21,898)
- fungicide IR 6141 - - - - (679) - (679)
- insecticides and fungicides - - - - (231) - (231)
- Remedier - - - - (52) - (52)
- biostimulants and fumigants - - - - (174) - (174)
- - - - (1,625) (21,409) (23,034)
Process know-how - - (185) - (186)
Extraordinary protection 1,790 324 - 184 14 198
Patents, licenses,
trademarks and registrations & 182 1,592 596 et ek (737)
Other:
- software - 124 - - (210) - (86)
- 124 - - (210) - (86)
Fixed assets under development
and payments on account:
- registrations - 773 - (596) (509) (715) (1,047)
- other assets under development (1) 18 - - - - 17
(1) 791 - (596) (509) (715) (1,030)
Total (6) 3,297 1916 - (6,955) (24,576) (26,324)
(*) made up of € 5,911 thousand regarding amortization and € 1,044 thousand regarding write-downs

The Group’s intangible assets include “assets not yet
available for use” for a total value of € 5,590 thousand,
which comprise:

o € 359 thousand in development costs incurred for
launching the development phase of new formula-
tions of agrochemical products;

e € 5,231 thousand for "Assets under development"
which mainly refer to registration costs incurred to ob-
tain authorization to sell formulations of the Group’s
main proprietary products in various countries.

It should be noted how, during the year, the obtainment

of new authorizations to sell led to the reclassification

from “assets under development” to “registrations”, trig-
gering the beginning of the amortization period, for an
amount equal to € 596 thousand.

AsalreadyindicatedintheReportonOperations,onOctober

2"4,2020 the Parent Company Isagro S.p.A. sold the Swiss

company FMC Agricultural Products International A.G.

(a company in the FMC Group), for € 55,000 thousand

(paid in entirety on the closing date), the know-how,
brands, patents and registration dossiers relative to the
fungicide known as Fluindapyr, in the SDHi class, for
which a co-development agreement had been signed
with the same company in 2012. For more details about
this operation, please see Note 27A.

“Extraordinary protection”, amounting to € 3,628 thou-
sand, refers to costs incurred by the Group to extend the
useful life (i.e. the shelf-life) of certain products already
on the market and also includes expenses incurred in or-
der to comply with the requirements of EU regulations.
In particular, the increase for the period, equal to € 1,790
thousand, refers essentially to the activities and stud-
ies requested by the European Union to renew Kiralaxyl
(IR6141) in Annex 1.

The item “Patents, licenses, trademarks and registra-
tions” includes € 1,592 thousand relative to “Registra-
tions”, following the definitive Purchase Price Allocation
process for Phoenix-Del S.r.l., as better specified in note 1,



in which more information can be found. These “Regis-
trations” will be amortized over a five-year period, start-
ingin 2021.

During the year, the assessments of the state of technical
progress of current projects and of the results obtained
to date were reviewed; critical issues emerged with ref-
erence to certain assets that proved to be either no lon-
ger usable or uneconomical to use for the Group. Conse-
quently, pursuant to IAS 38, costs were entirely written
down sustained in relation to investments in i) registra-
tion dossiers, patents and brands deemed no longer of
interest for the Group, for € 417 thousand, ii) develop-
ment and know-how costs for processes, for € 118 thou-
sand, as well as costs relative to authorizations for sale
still to be obtained for a total of € 509 thousand.

The residual value of the item “patents, licenses, trade-
marks, registrations and similar rights”, amounting to
€ 8,642 thousand, comprises:

« registrations of agrochemicals 8,247

« trademarks, patents and licenses 395.

Impairment test
According to the provisions of IAS 36, the Isagro Group

conducts at least annual impairment tests, while prepar-
ing the Financial Statements at December 31%, on the
Group’s assets allocated to the Cash Generating Units
(CGUs) of reference, in the case that the individual assets
do not produce independent incoming cash flows.

In particular, the recoverability of the products in de-
velopment and registrations that are being obtained is
checked, since these are Group intangible assets not yet
available for use.

It should be noted that also the total carrying amounts of
product and process know-how, as well as of patents and
registrations obtained, classifiable as assets with "finite
useful life", are tested for impairment at least annually,
as they are closely related to assets not yet available for
use and cannot therefore be measured independently. If
the product assessed is part of a CGU, to which a portion
of the Group's goodwill has been allocated, recoverability
analysis is extended to the entire CGU. Therefore, relative
to the molecules “Copper”, “Biological and biostimulant
products” and “Tetraconazole”, please see that found in
note 5.

The following table highlights the value of the intangible
assets grouped according to all of the above:

ASSETS WITH A FINITE USEFUL LIFE

Assets Assets
not yet already Total book
available available value
for use for use
Research and Development
Activities:
- Kiralaxyl (IR6141) 1,419 4,043 5,462
- Tetraconazole 132 3,179 3,311
- Organic and biostimu- 478 395 873
lant products
- Copper 890 4,701 5,591
- SDHi (Fluindapyr) - - -
- Pyrethroids 85 198 283
- Fumigants 2,524 2,388 4912
- Others - 134 134
5,528 15,038 20,566
Other intangible assets:
- Commercial relations - - -
- Software 62 435 497
- Trademarks and ) )
licenses
62 435 497
Total 5,590 15,473 21,063
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The impairment test was performed by comparing
the carrying amount of each CGU with its recoverable
amount, derived from the determination of value in use.
In particular, with reference to the molecules “Kiralaxy!
(IR 6141)”, “Fumigants”, and “Pyrethroids”, the value in
use was calculated using the “Discounted Cash Flow”
model which estimates the value in use of an asset on the
basis of the discounting of future cash flows at an appro-
priate rate, coinciding with the weighted average cost of
capital (WACC).

The main hypotheses made in the estimate of the value
in use, for the purposes of calculating the related recov-
erable value of the above molecules, are indicated below.

Business assumptions
The analysis was carried out on the basis of the 2021

Budget and 2022-2025 Business Plan (defined above
as the “Consolidated Plan”), approved on May 4%, 2021
by the Board of Directors of Isagro. This Consolidated
Plan is based on assumptions held by management to
be reasonably achievable, except for impacts linked to
external variables out of their control, including market
conditions, weather, the time necessary and probability
of obtaining authorizations for the sale of new products
and for renewals of already obtained authorizations for
sale. Again recall that the cash flows forecast in the Con-
solidated Plan, with reference to the current Covid-19
health crisis, do not include possible input worsened by
the pandemic, given that these effects are held by the Di-
rectors to be insignificant for Isagro.

Of the assumptions at the basis of the impairment tests
carried out, the compound average growth rates (CAGR)
of the turnover and the EBITDA are shown below, with
reference to the clear periods used in the test for each of
the CGUs in question.

Kiralaxyl : q
(IR 6141) Pyrethroids Fumigants
- Revenues 29% 8% 7%
- EBITDA 43% 9% 11%
Time scale considered

To estimate expected cash flows from various products,
an explicit time horizon of 5 years was used (correspond-
ing to the time horizon of the Consolidated Plan).

At the end of this time horizon, the perpetuity method
(Gordon Growth Model) was used to calculate the termi-
nal value, using a normalized cash flow calculated on the
basis of the following main assumptions:

« EBITDA equal to that of the last year of the Consolidat-
ed Plan, 2025;

« amortization/depreciation equal to investments, esti-
mated using a normalized value;

» zero change in current assets, in consideration of zero
growth.

The Growth rate considered when calculating the termi-
nal value is zero.

Economic-financial parameters
The main reference parameters are indicated below:

Kiralaxyl

(IR 6141) Pyrethroids Fumigants
- Financial
structure (NFP/ 0.16 0.16 0.16
Total sources)
- WACC 8.8% 8.8% 9.4%

Estimated WACC
The following assumptions were used for the purpose of
calculating the weighted average cost of capital:

Cost of Debt
For the cost of debt before taxes, reference was made
to the sum of the average of Interest Rate Swaps at
twenty-four months, and to the current cost of existing
credit lines.

Cost of Equity
The Capital Asset Pricing Model was used to calculate the

cost of equity.
The main assumptions underlying the application of this
model are:

Kiralaxyl
(IR 6141)

Pyrethroids

Fumigants

- levered Beta

equal to 0.97 0.97 0.97
i 2.2% 2.2% 2.2%
- market risk premium 6.5% 6.5% 6.5%
-asizeand

additional risk

premium equal to 1.9% 1.9% 2.6%

In particular, consistent with the guidelines issued by the
O.LV. (Italian Valuation Board), reference was made to an
unconditional approach that tends to reflect country risk
in the risk-free rate and, in particular, an unconditional



adjusted approach to neutralize the expansive monetary
policies of central banks, with the following hypotheses:

Risk-free rate: taken as equal to the weighted average of
returns on government securities in countries in which
the Isagro Group operates; in particular the average ef-
fective gross return in the last twenty four months prior
the reference state was used for 10 year government se-
curitiesin all non-Euro countriesin which the Group oper-
ates, while for Eurozone countries, normalized rates were
estimated using the the monetary policies implemented
by the central banks; these rates were calculated starting
from a risk free rate for a mature economy, specifically
the US, corrected to take into account the inflation for the
specific country and with the addition of a risk premium
for each individual market, using the CDS for the specific
country, net of the United States (average value over the
last twenty four months);

Levered beta: estimated on the basis of the average un-
levered beta of the panel of comparable listed compa-
nies;

Market risk premium: calculated as the weighted aver-
age of the Market Risk Premiums of the countries where
the Isagro Group operates, considering revenues as the
weighting factor;

Size and additional risk premium: the size premium was
estimated to consider the smaller size of the Isagro Group
relative to the comparable companies included when
calculating the beta in terms of revenues, to which was
added an additional risk premium of certain CGUs in or-
der to express the specific risk profile of various projects/
molecules in relation to the different degrees of uncer-
tainty of the expected cash flows or stage of progress of
the registration.

The cost of own funds is therefore equal to 10.4% for
“Kiralaxyl (IR 6141)" and for "Pyrethroids" and 11.0% for
"Fumigants".

Weight of equity and debt
With reference to the weight of own funds and others’

funds (debt), the market structure for listed companies in
the sector was considered.

WACC
Based on the above assumptions, the following rates
were determined:

Kiralaxyl : :
(IR 6141) Pyrethroids Fumigants
- WACC 8.8% 8.8% 9.4%

Compared to the WACCs used in the previous year, there
was no substantial variation observed.

Main results

According to the impairment tests performed, approved
by the Board of Directors of Isagro on March 16™, 2021,
the Directors have found no impairment loss and there-
fore deemed that no write-down was necessary.

Sensitivity analysis
As required by IAS 36 and by the O.LV. guidelines on im-

pairment test, the Group conducted sensitivity analysis
on the recoverable value of the above molecules, an-
alyzing the effect of a change in the discount rate used
to discount the expected cash flows, together with the
sensitivity analysis conducted on the EBITDA. This anal-
ysis was performed to examine the effects of a potential-
ly volatility of expected flows, and particularly in what
range - in terms of equivalent discount rate - failure to
implement the Business Plan, or the lengthening of reg-
istration times or weather variables, could alter the im-
pairment test results.

Specifically, the sensitivity analysis carried out on the
molecules in question, maintaining the main hypotheses
underlying the Consolidated Plan and varying the WACC
and the EBITDA, showed no particular issues, tending to
confirm the soundness of the test results, although with
the uncertainty deriving from the dependence of the for-
ward-looking data on the previously mentioned external
factors.

The calculation of the break-even WACC is shown below,
alongside the reduction in terms of percentage of the
EBITDA value for the aforementioned molecules.

% EBITDA WACC

Kiralaxyl (IR 6141) -6.4% 9.6%
Fumigants -39.6% 15.9%

-84.2% 93.3%

Pyrethroids
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4, Rights of use - 4,091

The breakdown and summary changes in rights of use during the year are described in the following table:

Dec. 31%t, 2019

Dec. 31st, 2020

Breakdown Change
Hisct::ical Amortization 3:135 His:::'i:cal Amortization \Il;:l?llz

Rights of use:

Land 212 (8) 204 (2) 212 (10) 202
Buildings 4,357 (797) 3560 (285) 4,538 (1,263) 3215
Vehicles 974 (453) 521 (185) 1,100 (764) 336
Equipment 248 (112) 136 142 469 (191) 278
Total 5,791 (1,370) 4,421 (330) 6,319 (2,228) 4,091

Changes for the period

Acquisition

Early

repayments

Other
changes

Depreciation

and

Translation
difference

Business
Combinations

Total
change

Rights of use:

amortization

Land () ()
Buildings 153 5 (466) (28) 51 (285)
Vehicles 288 (25) (443) (5) (185)
Equipment 289 (23) (124) 142
Total 730 (48) 5 (1,035) (33) 51 (330)

The item includes, pursuant to the accounting standard
IFRS 16 - Leases, the residual value of the rights of use of
the assets held by the Group through operating and fi-
nancial leases. The right of use of the assets, comprised
of the initial value of the liability deriving from the lease
contract, is recognized in the financial statements net of
the amortization and depreciation calculated systemati-
cally at the lease term or the residual life of the underly-
ing asset, whichever is lower.

The item “Land” refers to the residual value of the right
of use, for a period of 99 years starting from 2005, by the
Parent Company Isagro S.p.A., of an area located in the
municipality of Bussi sul Tirino (PE) owned by the compa-
ny Solvay Solexis S.p.A. in addition to the right to occupy,
for a period of 84 years starting from 2019, an additional
area facing the one described previously.

The item “Buildings” refers for € 3,029 thousand to the
right of use of offices and related outbuildings of the
headquarters of the Parent Company Isagro S.p.A. This
value was calculated for a duration of twelve years, in-
cluding the option to renew the contract.

Lastly, the depreciation of the vehicles granted for busi-
ness and personal use to the Group employees, equal to

€ 242 thousand, was classified in the Income Statement
to the item “Personnel costs”.

Also note that despite the continuation of the Covid-19
health crisis, the Isagro Group has not renegotiated any
contractually established rent amounts.

5. Goodwill - 4,181
The breakdown and the changes in this item compared
with the previous year are shown in the following table.



Changes in the year
Change at
CGU description Value at Dec. Dec. 31st,
31st, 2019 5070
Translation  Acquisitions/ Business . Total
. P Write-downs
difference sales Combinations change
- "Copper" 886 - - 1,224 - 1,224 2,110
- "Organic products" 461 - - - - - 461
- "Tetraconazole" 209 - - - - - 209
- Isagro Colombia S.A.S. 1,572 (191) - - - (191) 1,381
- "Other" 20 - - - - - 20
Total 3,148 (191) - 1,224 - 1,033 4,181

The € 1,033 thousand increase in the item is substantially
due to the “Copper” CGU and refers to goodwill deriving
from the change in the scope of consolidation following
acquisition of Phoenix-Del S.r.l., which distributes cop-
per-based products in Italy and Europe. For details on
this acquisition, please see that found under note 1.
Goodwill, acquired in business combinations, was allo-
cated to the Cash Generating Units (CGUs) listed and de-
scribed in the table below:

the CGU refers to the business of cop-
per-based products, their production
at the Adria (RO) plant and their world-
wide distribution

- “Copper”

the CGU refers to the business of bio-
. ’ logical products, their production at
- “Organic products” . )

the Novara plant and their worldwide

distribution

the CGU refers to the business of the
fungicide Tetraconazole

- "Tetraconazole"

the CGU refers to crop protection prod-
- Isagro Colombia S.A.S. uct marketing activities in Colombia

and in South America

In compliance with international accounting standards,
goodwill is not amortized but rather subjected to annu-
al impairment tests, calculated by comparing the book
value of the unit to which the goodwill was allocated to
the recoverable value. In particular, with reference to
goodwill associated with the “Copper”, Tetraconazole”,
“Organic and biostimulant products” and “Isagro Colom-

bia S.A.S”, the value in use was calculated using the “Dis-
counted Cash Flow” model which estimates the value in
use of an asset on the basis of the discounting of future
cash flows at an appropriate rate, coinciding with the
weighted average cost of capital (WACC).

To these CGUs, in addition to the value of goodwill and
other assets already in use, the values of the related in-
tangible assets not yet available for use were also allo-
cated; for more information, please see the table found
under note 3.

The Group performed the impairment test by comparing
the carrying amount of each CGU with its recoverable
amount, derived from the determination of value in use.
The main parameters used in measuring the recoverable
amount of the goodwill associated with the main CGUs
(and the relative tangible and intangible assets) are
shown below.

Business assumptions
The analysis was carried out on the basis of the 2021

Budget and 2022-2025 Business Plan (defined above
as the “Consolidated Plan”), approved on May 4™, 2021
by the Board of Directors of Isagro. This Consolidated
Plan is based on assumptions held by management to
be reasonably achievable, except for impacts linked to
external variables out of their control, including market
conditions, weather, the time necessary and probability
of obtaining authorizations for the sale of new products
and for renewals of already obtained authorizations for
sale. Again recall that the cash flows forecast in the Con-
solidated Plan, with reference to the current Covid-19
health crisis, do not include possible input worsened by
the pandemic, given that these effects are held by the Di-
rectors to be insignificant for Isagro.
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Of the assumptions at the basis of the impairment tests
carried out, the compound average growth rates (CAGR)
of the turnover and the EBITDA are shown below, with
reference to the clear periods used in the test for each of
the CGUs in question.

Organic and Isagro
Copper Tetraconazole biostimulant Colombia
products S.A.S.
- Revenues 6% -1% 16% 6%
- EBITDA 25% -17% 36% 13%

Time scale considered

To estimate expected cash flows from various products,

an explicit time horizon of 5 years was used (correspond-

ing to the time horizon of the Consolidated Plan).

At the end of this explicit time horizon, the perpetuity

method (Gordon Growth Model) was used to calculate

the terminal value, using a normalized cash flow calcu-

lated based on the following main assumptions:

» EBITDA equal to that of the last year of the Consolidat-
ed Plan, 2025;

» amortization/depreciation equal to investments, esti-
mated using a normalized value;

« zero change in current assets, in consideration of zero
growth.

The Growth rate considered when calculating the termi-

nal value is zero.

Economic-financial parameters
The main reference parameters are indicated below:

Isagro Copper - Tetraconazole

Colombia - Organic and
S.A.S. biostimulant products
Financial structure

0.16 0.16
(NFP/Total sources)

WACC 10.6% 8.8%

Estimated WACC
The following assumptions were used for the purpose of
calculating the weighted average cost of capital:

Isagro  Copper - Tetraconazole

Colombia - Organic and

S.A.S. biostimulant products

Cost of debt 0.9% 1%

Cost of equity 12.5% 10.4%

Cost of Debt

For the cost of debt before taxes, reference was made to
the sum of the average of Interest Rate Swaps at twen-
ty-four months, and to the current cost of existing credit
lines.

Cost of Equity
The Capital Asset Pricing Model was used to calculate the

cost of equity.
The main assumptions underlying the application of this
model are:

Isagro Copper - Tetraconazole

Colombia - Organic and
S.A.S. biostimulant products
Levered Beta 0.96 0.97
Risk-free rate 2.7% 2.2%
Market risk premium 8.2% 6.5%
Additional risk premium 1.9% 1.9%

In particular, consistent with the guidelines issued by the
O.LV. (Italian Valuation Board), reference was made to an
unconditional approach that tends to reflect country risk
in the risk-free rate and, in particular, an unconditional
adjusted approach to neutralize the expansive monetary
policies of central banks, with the following hypotheses:
Risk-free rate: assumed to be equal to the weighted aver-
age of the returns of government securities in countriesin
which the Isagro Group operates. In particular, the aver-
age effective gross return in the last twenty four months
prior the reference state was used for 10 year government
securities in all non-Euro countries in which the Group
operates, while for Eurozone countries, normalized rates
were estimated using the the monetary policies imple-
mented by the central banks; these rates were calculated
starting from a risk free rate for a mature economy, spe-
cifically the US, corrected to take into account the infla-
tion for the specific country and with the addition of a
risk premium for each individual market, using the CDS
for the specific country, net of the United States (average
value over the last twenty four months). For Colombia, in
the absence of a sufficiently liquid government security,
the figure for Eurozone countries was used (the risk-free
rate was determined starting with the gross effective av-
erage return of the last twenty four months at the refer-
ence date for US government securities, corrected to take
into account the inflation of Colombia and increased by a
premium for the risk of each market using the differential
between the Credit Default Spread for Colombia and that
of the United States);



Levered beta: estimated on the basis of the average un-
levered beta of the panel of comparable listed compa-
nies;

Market risk premium: calculated as the weighted aver-
age of the Market Risk Premiums of the countries where
the Isagro Group operates, considering revenues as the
weighting factor. In relation to Colombia, reference was
made to a specific Market Risk Premium for the country;
Size and additional risk premium: the size premium was
estimated to consider the smaller size of the Isagro Group
relative to the comparable companies included when
calculating the beta in terms of revenues, to which was
added an additional risk premium for certain CGUs to
express the specific risk profile of various projects/mol-
ecules in relation to the different degrees of uncertainty
of the expected cash flows or stage of progress of the reg-
istration. In relation to Colombia, given that it does not
manufacture molecules/products, but solely distributes
them, size and additional risk premiums were used equal
to those for the rest of the Group.

WACC
Based on the above assumptions, the following rates
were determined:

Isagro  Copper - Tetraconazole

Colombia - Organic and

S.A.S. biostimulant products

WACC 10.6% 8.8%

Compared to the WACCs used in the previous year, there
was no substantial variation observed.

Main results

Based on the impairment tests performed, approved by
the Board of Directors of Isagro on March 16%, 2021, the
Directors have found no impairment loss and therefore
deemed that no write-down was necessary.

Sensitivity analysis
As required by IAS 36 and the impairment guidelines is-

sued by the OIV, the Group carried out sensitivity analysis
on the recoverable value of the above CGUs, analyzing
the effect of a change in the discount rate used to dis-
count expected cash flows, together with sensitivity anal-
ysis on net sales. This analysis was performed to examine
the effects of a potentially higher volatility of expected
flows, and particularly in what range - in terms of equiv-
alent discount rate - failure to implement planned action
could affect the impairment test results.

In particular, the sensitivity analysis performed main-
taining the assumptions underlying the 2021 Budget and
the 2022-2025 Business Plan and changing the WACC and

“net sales” did not reveal any critical issues, tending to
confirm the soundness of the test results.

The calculation of the break-even WACC is reported be-
low, together with the reduction in percentage terms of
the EBITDA value for the CGUs subject to impairment
tests.

Break-even
% net sales
WACC

Copper -44.6% 19.4%
Tetraconazole -34.7% 20.9%
Organic and

. -62.9% 34.6%
biostimulant products
Isagro Colombia S.A.S. -2.3% 12.7%
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6. Equity investments in other companies - 3,140

Changes over the period

Value at Value at

Breakdown Dec. 31st, Acquisitions Dec. 31st,
2019 (Disposals) Revaluations Reclassifications F?'r value Total change 2020
Increases adjustment
(Decreases)

Equity investments in
other companies:
- Arterra Bioscience S.r.l. 4,176 (1,036) (1,036) 3,140
Total 4,176 - - (1,036) (1,036) 3,140

The item corresponds to the fair value at December 31%,
2020 of the equity investment in Arterra Bioscience S.p.A.
held by the Parent Company Isagro S.p.A., corresponding
to 16.8% of share capital.

The decrease in the fair value with respect to December
31%%, 2019 was recognized within “Other Comprehensive
Income”; in fact, the Directors of the Parent Company
Isagro S.p.A., in compliance with paragraph 5.7.5 of IFRS
9, chose to present the fair value change of the security in

7. Non-current receivables and other assets - 1,630

Breakdown

Non-current receivables
and other assets:

- guarantee deposits

- know-how usage licenses

Book values Dec. 31st, 2019

“Other Comprehensive Income”.

In addition, in consideration of the ongoing COVID-19
emergency and its potential repercussions on the fair val-
ue of the Arterra security, at March 12, 2021, the Arterra
share listing came to € 3.32 and, consequently, the fair
value of the shares was equal to € 3,658 thousand, with
a decrease compared to the fair value at December 31%,
2020 of € 518 thousand.

Increases [ Decreases

Book values Dec. 31st, 2020

Total

73 3 76
2,764 (1,210) 1,554
2,837 (1,207) 1,630

The item "know-how usage licenses" refers:

« for €963 thousand to the present value of the non-cur-
rent portion of the receivable relating to the upfront
payment granted to the Parent Company Isagro S.p.A.
by the British company Gowan Crop Protection Lim-
ited (related party), definitively and non-repeatably,
following the signing, in November 2016, of an agree-
ment for the exclusive granting of the right to devel-
op, register, produce, and market, in Europe, mixtures
based on the Parent Company Isagro S.p.A. propri-
etary active ingredient Kiralaxyl. The contract states
that the price agreed of € 5,250 thousand, the present
value of which was calculated discounting to the pres-
ent the expected cash flows at a rate agreed by the
parties of 2%, must be paid, together with the interest

accrued, in six annual installments, of which the first
of € 500 thousand was received in December 2017, the
second of € 750 thousand was received in November
2018, the third of € 1,000 thousand was received in No-
vember 2019 and the fourth of € 1,000 thousand was
received in November 2020, while the remaining two
installments of € 1,000 thousand each are scheduled
to be paid on November 30*" in 2021 and 2022.

The current portion of the present value of the receiv-
able, equal to € 982 thousand, was recognized under
"trade receivables";

» for € 500 thousand to the non-current portion of the
receivable related to the upfront payment of a to-
tal € 2,500 thousand paid to the Parent Company
Isagro S.p.A. by the Spanish company AQL Agroquim-



icos de Levante S.A., definitively and non-repeatably,
following the signing, in March 2019, of an agreement
for, among other things, the granting of the exclusive
right to use the data related to the Parent Company
Isagro S.p.A!s proprietary fumigant Allyl Isothiocya-
nate, for the development and obtainment of registra-
tions as well as for the production and marketing of
products and/or compounds in a number of countries;
the contract states that the price agreed must be paid
as follows:

o €1,500 thousand in four installments of € 375 thou-
sand each in the months of April, June, September,
and November 2019, which have all been paid;

o € 1,000 thousand in four annual installments of
€ 250 thousand each starting from November 20,
2020 and on which interest accrues at the EURIBOR
12-month rate + 2% spread, for which the first was
received in November 2020.

The current portion of the receivable, equal to € 276

thousand, was recognized under “trade receivables” and

refers to the portion due in November 2021, inclusive of
the related interest;

» for € 91 thousand to the non-current portion of the
present value of the receivable related to the upfront
payment of a total € 200 thousand, of which € 20 thou-
sand already paid in January 2017, € 40 thousand
received in March 2020 and € 20 thousand collected
in December 2020, and discounted using the Euribor
3-month rate + 2.71%, paid to the Parent Company
Isagro S.p.A. by the American company Suterra LLC
definitively and non-repeatably following the sign-
ing of an agreement, with a duration of eleven years
starting from January 1%, 2017, for the granting of the
right to use the data related to the insecticide Delta-

metrina, an Isagro proprietary active ingredient, for
the production of its own products intended to attract
and eliminate insects, which will be marketed in the
European Union, Morocco, Israel, Tunisia, Lebanon,
Mexico, Argentina, Australia, and South Africa. This
agreement also states that the Parent Company must
provide Suterra with the active ingredient necessary
for the production of its own product throughout the
entire duration of the contract.The contract stated that
the residual payment was to be made as of the time
the initial registration of a Suterra formulation with an
Isagro active ingredient was obtained, in annual in-
stallments of € 20 thousand each on December 1% of
each year. The current portion of the receivable, equal
to € 20 thousand, was recognized under “trade receiv-
ables”.

The item “guarantee deposits” includes € 5 thousand

relative to medium/long-term security deposits made by

the subsidiary Phoenix-Del S.r.l.

8. Financial receivables and other current financial
assets - 2,503

The item refers to a medium/long-term tied current ac-
count on which interest accrues at a rate of 0.001% per
year, which the Parent Company Isagro S.p.A. opened at
UniCredit S.p.A. This deposit, which will expire on June
27, 2023 was established as a pledge in favor of the
credit institution following the concession, by the latter,
of a guarantee for a total of € 7,586 thousand requested
by the company Arysta LifeScience Inc. (now UPL North
America, Inc.) under a M/L Agreement, for which more
details can be found in the financial statements as at De-
cember 31%,2019.
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9. Deferred tax assets and liabilities - 1,167
Deferred tax assets - 1,687
Deferred tax liabilities - 520

Changes in the year

Book values Book values

Breakdown Dec. 31st, Dec. 31st,
2019 Provision Use Other changes Bus.lnes.s Total change 2020
Combinations

Deferred tax assets 6,181 165 (4,254) (408) 3 (4,494) 1,687
Deferred tax liabilities (660) - 284 307 (451) 140 (520)
Total 5,521 165 (3,970) (101) (448) (4,354) 1,167

The temporary differences between the tax base and statutory profit that led to the recognition of deferred tax assets

and liabilities are shown in the table below:

Deferred tax assets/ Change in Deferred tax assets/
liabilities Transfers to Income Statement . u?t liabilities
Dec. 31%, 2019 quity ) Dec. 31%, 2020
Business
Temporary differences Trans- Combina-
lation tions
Taxable Taxation Provision Use Other jitference Taxable Taxation
base changes  ;nd other base
changes

Deferred tax assets
- tax losses 14,505 3,475 - (3,474) 2 - - 9 3
-allocations fo taxed 2,851 762 92 (105) (13) (113) 3 2,240 626

provisions
- grants related to R&D 90 26 - (14) - - - 38 12
- intragroup profits 5,251 1,444 66 (612) (63) (1) - 3,308 834
- other 1,789 474 7 (49) (142) (78) - 826 212
Total deferred tax assets 24,486 6,181 165 (4,254) (216) (192) 3 6,421 1,687
Deferr x liabiliti
Sl RS 1,850 567 (226) (223) (49) - 248 69

tion for tax purposes
- falryalue of ass_ets from ) ) ) ) . ) 451 1,618 451

business combinations
- other 361 93 = (58) - (35) . . =
Total deferred tax liabilities 2,211 660 - (284) (223) (84) 451 1,866 520
Total 22,275 5,521 165 (3,970) 7 (108) (448) 4,555 1,167

The item “deferred tax assets” includes € 834 thousand
relative to the tax effects of the elimination of infragroup
profits and € 623 thousand relative to taxed provisions
for risks and charges.

During financial year 2020, the Parent Company
Isagro S.p.A. used all deferred tax assets relative to tax
losses in previous years, totaling € 3,472 thousand,
against taxable IRES income realized during the year.
With reference to deferred tax assets, the column “Oth-
er changes” refers for € 142 thousand to the write-down
of deferred tax assets judged non-recoverable by the Di-
rectors of the Parent Company Isagro S.p.A. during the

explicit period of that company's Plan. With reference to
deferred tax liabilities, the column “Other changes” in-
cludes the reversal to the Income Statement of the resid-
ual amount of deferred tax liabilities recognized on the
differences between statutory values and tax values for
certain intangible assets and goodwill, after the decision
by the Parent Company Intangible assets to make use of
the so-called “fiscal realignment” regulations (pursuant
to article 110, Decree Law 104/2020). Deferred tax lia-
bilities indicated under the column “Business Combina-
tions” refer to the fiscal effect deriving from the Purchase
Price Allocation for the subsidiary Phoenix-Del S.r.l.



When recognizing and measuring the recoverability of
these deferred tax assets, the Directors took into consid-
eration the plans of the companies of the Group subse-
quently included in the Consolidated Plan approved by
the Isagro Board of Directors on March 4™, 2021, which
indicate income throughout the time frame of the Plan
judged reasonably realizable by the Directors and of an
amount to allow recovery of the deferred tax assets still
recognized in the financial statements.

However, it cannot entirely ruled out that the occurrence
of economic and/or financial crises, or the continuation
of the Covid-19 health crisis, the effects of which, as stat-
ed, are held by the Directors to be insignificant for Isagro
and are therefore not included in the Consolidated Plan,
could affect the schedules and methods planned for re-

10. Inventories - 39,553

covering these financial statement items. The Group's
management will continuously monitor the circumstanc-
es and events that could bring about such a result.

It is also disclosed that at December 31%, 2020 there are
unrecognized deferred tax assets relating to tax losses for
the year and for previous years, for a total value of € 7,173
thousand, of which € 1,939 thousand (against total resid-
ual tax losses of € 7,618 thousand at December 31%t, 2020)
relative to the subsidiary Isagro USA, Inc. and € 5,234
thousand (relative to total residual tax losses of € 21,809
thousand at December 31, 2020) relating to the Parent
Company Isagro S.p.A.. Deferred tax assets and liabilities
amount respectively to € 1,133 thousand and € 355 thou-
sand which on the basis of the Company Plan are likely to
be reserved beyond the next year.

Changes in the year
Book values Write-downs/ Book values
Breakdown Dec. 31¢, alloc. to Translation . Useof . Dec. 31+,
2019 Increases/ . . inventory Business Total 2020
write-down difference and . .
decreases .. write-down Combinations  change
provision  other changes ..
stock provision
Raw and ancillary
materials 12,366 (758) (330) (14) 127 55 (920) 11,446
and consumables
e plied s 28,254 833 (652) (1,429) 507 : (741) 27,513
and goods
Payments on 233 388 (27) - - 361 594
account
Total 40,853 463 (982) (1,470) 634 55 (1,300) 39,553

The value of inventories, before provisioning and uses of
the write-down provisions and the change in the transla-
tion differences, is substantially in line with the amount
the previous year.

The column “Business Combinations” includes the
value of raw material inventories for the subsidiary
Phoenix-Del S.r.l., measured at fair value in accordance
with accounting standard IFRS 3.

The column “Translation differences and other changes”
essentially includes effects deriving from depreciation of
the Brazilian Real and the Colombian Peso with respect
to the Euro. Inventories as at December 31, 2019 in-
clude goods, for a value of € 388 thousand, stored at the
warehouse of the French plant of Arysta LifeScience by
way of guarantee of obligations set out in the "Licence,
development, distribution and supply" agreement that
the Parent Company Isagro S.p.A. concluded with Arysta
LifeScience Corporation in 2013. It should be noted that,
in keeping with what is contractually provided for, during
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2020 the Parent Company Isagro S.p.A. transferred all of the aforementioned stock to Italy.
Inventories are net of the allowance for inventory obsolescence amounting to € 2,412 thousand, related to goods either
obsolete or to be re-processed. The provision recorded increases totaling € 982 thousand and utilization amounting to

€634 thousand during the year.

11. Trade receivables - 23,871

Changes in the year
Book values X i . Book values
Breakdown Dec. 31%, Translation dif- Write-downs/ Use of the ) Dec. 315,
2019 Increases/ ferences of the alloc. to . Business Total 2020
. . write-down .
decreases write-down write-down .. Combinations change
.. .. provisions
provisions provisions
Trade receivables 32,469 (3,827) (329) - 1,215 (2,941) 29,528
- bad debt provision (4,563) - 49 (578) 223 (17) (323) (4,886)
- bad debt provision
def. int. () (198) 106 - (92) (771)
Total 27,227 (3,827) 49 (1,105) 329 1,198  (3,356) 23,871

The decrease in trade receivables, despite the achieve-
ment of higher turnover with respect to the previous year,
is due to the higher value of trade receivables relative to

the Parent Company Isagro S.p.A. at December 31,2019

after the high concentration of product sales during the

last quarter of the previous year.

The item “Business Combinations” refers to the fair value

of trade receivables for the subsidiary Phoenix-Del S.r.l..

The change in the trade receivables was also influenced

by the non-recourse sale operations, falling due beyond

the reporting date, carried out by the Parent Company

Isagro S.p.A.; as a matter of fact, these operations in-

volved receivables for € 3,209 thousand, a decrease on the

€13,165 thousand falling due beyond December 31%,2019.

Trade receivables include the current portions of

non-current receivables related to M/L Agreement for a

total of € 1,592 thousand (€ 1,606 thousand at December

31%,2019).

The item “allocations to the bad debt provision”, equal to

€578 thousand, essentially involved:

» €300 thousand for the Parent Company Isagro S.p.A.;
this provision was necessary following a worsening in
the payment profile of a number of customers, which
led to movement of the relative receivables to overdue
categories with higher risk;

o €208 thousand for the subsidiary Isagro Colombia S.A.S.
and € 48 thousand for the subsidiary Isagro Brasil, fol-
lowing both a worsening in the payment profile of a
number of customers, which led to movement of the
relative receivables to overdue categories with higher

risk and a worsening in the default rate for the Amer-

icas.
With reference to the effects of the Covid-19 health cri-
sis on receivables, note that the Isagro Group has not
seen any significant delays in the collection of amounts
with respect to the originally established due dates for
its customers (net of the above), as also confirmed by
the amounts received between January and February
of 2021. Interest on arrears was recognized for delays in
payment from customers. A € 771 thousand provision
was made for these receivables. As regards the total trade
receivables due from related parties, please refer to Note
44, Here below is the breakdown of trade receivables by
geographical area based on the customer's location:

« ltaly 3,619
» Other European countries 5,894
« Central Asia and Oceania 782
e Americas 12,583
« Far East 2,174
« Middle East 2,312
o Africa 2,164

Total 29,528



The average contractual maturity of trade receivables is the following:

o Italy: 138 days (156 days at December 31%,2019)
« Foreign countries: 77 days (84 days at December 31°,2019)

Of the trade receivables presented in the financial statements

there are no receivables due beyond 12 months.

The table below shows the analysis of trade receivables past due but not impaired at the consolidated reporting date:

Past due but not impaired
Breakdown Not yet due T?ta'l)l
<30days 31-60 days 61-90days  91-120days  >120days ‘'ccelvables
st
g\gggcember 315 19,808 1,489 817 72 705 980 23,871
st
lz\ng:cember 315 22,828 2,416 321 231 179 1,252 27,227

Of the trade receivables “not yet due”, there are € 35 thousand in receivables with commercial conditions that were rene-
gotiated and which otherwise would have been included among the “receivables past due but not impaired” in the “<30

days” band.
12. Other current assets and receivables- 3,531

Breakdown Book values
Other assets and receivables:

- grants

- advance payments to suppliers and debtors

- employees

- due from tax authorities for VAT and other taxes

- receivables for "guaranteed minimum margins"

- escrow account

- others and prepaid expenses

Dec. 31st, 2019

Book values
Dec. 31st, 2020

Increases [ Decreases

- bad debt provision

Total

27 @7)
323 (183) 140
76 (26) 50
979 35 1,014
467 300 767
5,886 (5,468) 418
2,231 (758) 1,473
9,989 (6,127) 3,862
(2,331) 2,000 (331)
7,658 (4,127) 3,531

The reduction in the item compared to the previous year

is essentially attributable to:

« € 3,569 thousand for the collection during the year of
part of the residual amount relative to the price to sell
the equity investment in the subsidiary Isagro (Asia)
Agrochemicals Pvt. Ltd. on December 27, 2019, de-
posited in an escrow account by the Indian company PI
Industries Limited, for which more details can be found
in the Consolidated Financial Statements at December
31%, 2019; also note that during the year the Parent
Company Isagro S.p.A. used the bad debt provision for
a total of € 2,000 thousand, of which i) € 1,531 thousand
against a reduction in the final price for the above sale,
deriving from a true-up adjustment mechanism and ii)

€ 176 thousand against lower amounts collected rela-
tive to the partial fulfillment of one of the contractual-
ly established performance obligations. The residual
amount of the provision, equal to € 293 thousand,
was released as excess and recognized in the Income
Statement in the item “Profit/(loss) from Discontinued
Operations”, given that the risk associated with perfor-
mance obligations for which it had been established
no longer existed. The residual amount of the receiv-
able refers to performance obligations which will be
met during financial year 2021;

» € 183 thousand for lower advances paid to suppliers,
in particular for research services, in part due to the
change in the Isagro Group's business model, de-
scribed above;
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o €27 thousand due to collection of the grant disbursed
by the Ministry for Economic Development following
access to benefits from the Technology Innovation
Fund (TIF) for the Parent Company Isagro S.p.A.'s proj-
ect, "Use of bio-IT platforms to identify agrochemi-
cals”.

o The item "due from tax authorities for VAT and other
taxes" essentially refers to the VAT credit pertaining to
the Parent Company Isagro S.p.A..

The item “receivables for guaranteed minimum margins”

refers to the estimate of the amount that the British com-

pany Gowan Crop Protection Ltd (related party) must pay
to the Parent Company Isagro S.p.A. following the failure
to achieve the sales margins required by contract for the
products based on Kiralaxyl, an Isagro proprietary fungi-
cide, of which the British company became an exclusive

distributor in the European market on the basis of an M/L

Agreement signed in 2016.

The item “other” essentially refers to: i) € 173 thou-

Past due but not impaired

sand for receivables due from investees for task forc-
es to access data offered by the Parent Company
Isagro S.p.A. ii) € 132 thousand for recovery of research
and development costs sustained by the Parent Company
Isagro S.p.A. relative to the American FMC Corporation,
based on a co-development agreement between the two
companies relative to the molecule Fluindapyr - SDHi,
iii) € 27 thousand to recover costs sustained by the Par-
ent Company Isagro S.p.A. in Brazil relative to Arysta
LifeScience (now UPL do Brasil), based on a distribution
agreement signed in 2017 and iv) € 44 thousand for re-
covery by the Parent Company Isagro S.p.A. of costs sus-
tained relative to a metabolite relative to Syngenta Crop
Protection. Prepaid expenses, amounting to € 611 thou-
sand, are also included in this item.

These receivables are due within the next year.

The table below, which does not include prepaid expens-
es, shows the analysis of other receivables past due but
not impaired at the reporting date:

Breakdown Not yet due T?tallsl
<30days 31-60 days 61-90 days 91-120 days >120 days receivables

At December 31%, 2020 1,787 604 13 - 516 2,920

At December 31,2019 2,776 3,981 476 - 20 7,253

13. Tax receivables - 385

Book values

Breakdown Dec. 31st, 2019

Tax receivables:

- direct taxes

Book values
Dec. 31st, 2020

Increases / Decreases

1,205 (820) 385

Total

1,205 (820) 385

The decrease in the item with respect to the previous year
is essentially due the Parent Company Isagro S.p.A.'s use
of both advance taxes paid in previous years (€ 240 thou-
sand) and of a portion of the tax credit known as “A.C.E.
Aiuto alla crescita economica-Aid for economic growth”
(€ 472 thousand) reducing the payable for current taxes
(IRES and IRAP) pertaining to the year.

The accounting item refers essentially to the credits for
direct taxes of the Parent Company Isagro S.p.A. (€ 352
thousand), of which € 165 thousand relative to a receiv-
able due from Indian tax authorities; this latter receivable
corresponds to excess withholdings paid in 2019 and cal-

culated based on the price to sell the equity investment
on the closing date. This was found to be in excess as the
final price was subject to a true-up adjustment which in-
volved a reduction of the same in 2020, as noted. The Di-
rectors consider collection of this receivable to be prob-
able.

14. Financial receivables and other current financial
assets - 43

The item refers to the fair value of two unit-linked policies
signed by the subsidiary Phoenix-Del S.r.l. issued by Cred-
itRas Vita S.p.A. Each premium paid is invested in units of



the “CREDITRAS E STRATEGIA 50 Fund”, which has the ob-
jective of revaluing capital on the basis of the reference
time horizon, through investment in a combination of
monetary instruments, bonds and stocks, mainly in the
markets of Europe, North America and the Pacific.

In consideration of the ESMA circular of October 28,
2020, regarding the implications of the Covid-19 emer-
gency on the annual financial statements of issuers of
securities traded on regulated markets and its possible
repercussions on the fair value of financial assets, note
that these policies have “guaranteed returns” and hence
are not subject to significant fluctuations in fair value.

15. Financial assets and liabilities for derivatives - 40
Current financial assets - 232

Current financial liabilities - (192)

The values of the financial assets and liabilities for de-
rivatives coincide with their fair value, which accounting
standard IFRS 13 defines as the price that would be re-
ceived for the sale of an asset or that would be paid for
the transfer of a liability in a regular transaction between
market operators on the date of measurement. Since a
quoted price for the type of financial instruments the
Group uses is not available, suitable measurement tech-
niques based on the discounting of expected cash flows
in connection with ownership of the derivatives were
used. Such measurement particularly required the in-
clusion of an adjustment factor for so-called default risk,
referring to the counterparty for the financial assets and
the credit risk of the Group for the financial liabilities (so-
called own credit risk).

The following tables disclose the types of derivative con-
tracts in being at December 31%, 2020.

Book values e Book values
Dec. 31st, decreases Dec. 31st,
2019 2020

Description

of derivatives

Non-current financial

assets:
- interest rate 6 (6)
6 (6)
Current financial
assets:
- exchange rate 152 (89) 63
- interest rate 4 (4)
- commodity 35 134 169
191 41 232
Non-current financial
liabilities:
- interest rate (36) 36
(36) 36
Current financial
liabilities:
- exchange rate (60) (99) (159)
- interest rate (48) 48
- commodity (13) (20) (33)
(121) (71) (192)
Total 40 - 40

Fair value at
Dec. 31st, 2020

Description of derivatives

"Cash flow hedging” derivatives:

- exchange rate (18)
- commodity (copper) 136
118

Trading derivatives:

- exchange rate (78)
(78)
Total 40

During the second half, the Parent Company Isagro S.p.A.

eliminated all the interest rate swap contracts signed in

previous years to cover fluctuations in interest rates, after
the early repayment of the medium-term loans correlat-
ed with the same. This led to the reclassification in the

Income Statement of the residual shareholders’ equity

reserve linked to these contracts, and the consequent

recognition of financial expense of € 95 thousand.

Cash flow hedging derivatives in place as of the reporting

date refer to:

« ahedgerelative to the risk of a change in the exchange
rates for the Euro/US dollar, Euro/Brazilian Real and
Euro/Indian Rupee, related to sales of goods and
services in other currencies, established through the
signing of forward and non-deliverable forward con-
tracts. As the hedging relationship is maintained until
collection of the trade receivable related to the sale in
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question, the economic effects of these derivatives are
in part recognized as an adjustment of revenues and in
part among “Gains/(losses) on foreign exchange and
financial derivatives”. The characteristics of these in-
struments are described in the table below:

Average Notional
Contract Currenc exchang . value Fair value
type y rate g (Currency/ (Euro/000)
000)

Forward -

USD/EUR 1.23 (15,600) (56)
Sale
el BRL/EUR 6.3 (20,809) 31
Sale : ’
IR BRL/EUR 6.4 7,007 7
Acquisto
Total (18)

« hedging of the risk of fluctuation of the purchase price
of the raw material “copper”, through future purchas-
es of copper by means of commodity swaps, which are
entered into at the time a sales order for copper-based
products is acquired for which a future purchase of the
raw material “copper” will be made. The hedges cre-
ated are recognized adjusting the purchases item and
then proportionally distributed between the cost of
sold products and the final inventories on the basis of
the quantities consumed. The characteristics of these
instruments are described in the table below:

Notional
value
(Euro/000)

Quantity
hedged
(tonnes)

Fair value
(Euro/000)

Contract

Strike price

type (Euro)

As established under the international accounting stan-
dards, the portion of gain or loss related to the measure-
ment of these derivatives regarding hedged transactions
not yet carried out was recognized among Other Compre-
hensive Income and will subsequently be booked to the
Income Statement in keeping with the hedged item.

The effects on the Separate Income Statement and on the

Commodity
swap - 597 6,161 3,671 136 Statement of Comprehensive Income (OCI) of the hedg-
purchase ing transactions described above are summarized, under
Total 597 3,671 136 the terms of IFRS 7, in the table below:
Change in the Amount reclassified from the hedging Amount reclassified from the re-
fair value of reserve (Cash Flow Hedging) to the serve for cost of the hedging to the
. Cost of q "
the hedging hedsgin Separate Income Statement in the Separate Income Statement in the
instrument ging following accounting items following accounting items
. . recognized
recognized in in 0.C.I i ial i ial
0.C.l. (Cash Revenues Purchases fnancia Revenues Purchases fnancia
Flow Hedging) components components
Cash flow hedging:
- highly probably
operations for sales
and purchases of 4,471 (2,031) (85) - (3,565) 143 - 1,276
raw materials and/or
products in currency
- copper purchases 218 - - (105) - - - -
- floating-rate loans (57) - - - 132 - - -




"Trading" derivatives refer to transactions that do not
meet international accounting standard requirements
for the application of hedge accounting. These deriva-
tives regard futures contracts on currencies related to
forward purchases of American dollars, described in the
table below:

Notional

Average

Contrace Currency exchange value (Cur- LI

RL rate rency/000) E L)

E°rward - USD/COP  3,575.95 1,174 (78)
urchase

Total (78)

The measurement techniques used to calculate the fair

value of derivative contracts are explained below:

» Foreign exchange rates: discounted cash flow method,
where the expected cash flows to discount have been
estimated on the basis of the difference between the
forward exchange rates seen in the curve of market
rates at the reporting date and the contractual for-
ward exchange rates; discounting was calculated on
the basis of the zero-coupon curve at December 31%,
2020, appropriately adjusted to consider the premium
connected with the default risk;

« Copper: discounted cash flow method, where the ex-
pected cash flows to discount have been estimated
on the basis of the difference between the expect-
ed future value of the average price of copper on the
London Metal Exchange (L.M.E.) and the contractually
agreed fixed price; discounting was calculated on the
basis of the zero-coupon curve at December 31%, 2020,
opportunely adjusted to consider the premium con-
nected with the default risk;

Information required by IFRS 7 and IFRS 13 is included

under Note 42.

16. Cash and cash equivalents - 31,896

Book values Business Book values
Breakdown Dec. 31st, I:eczf:::ess/ Combina- Dec. 31st,
2019 tions 2020
Bank
deposits:
- demand
. 46,571 (15,493) 278 31,356
deposits
-term pank 19 . 19
deposits
46,571 (15,474) 278 31,375
Cash 510 - 510
equivalents
Cashon
- 10 1 = 11
Total 46,581 (14,963) 278 31,896

Cash and cash equivalents (bank deposits, cash equiv-
alents and cash on hand) at December 31%, 2020 re-
spectively refer to the Parent Company Isagro S.p.A. for
€ 27,862 thousand and the subsidiaries for € 4,034 thou-
sand.

It should be noted that cash and cash equivalents for the
Parent Company Isagro S.p.A. increased by € 55,000 thou-
sand during the last quarter of 2020 after the receipt of the
fee paid by the Swiss company FMC Agricultural Products
International A.G. (a company in the FMC Group) for Flu-
indapyr. For more details please see note 27A. Part of this
amount was used by the Parent Company Isagro S.p.A.
to repay in advance certain medium/long-term loans, as
indicated in note 18 in which more details can be found,
while € 3,100 thousand was used to acquire a 100% stake
in Phoenix-Del S.r.l., as described in note 1.

The loans repaid in advance include that granted by Ban-
ca del Mezzogiorno which, due to an internal technical
error and after repayment, charged the Parent Compa-
ny Isagro S.p.A. for a loan payment that was erroneously
classified as due (based on the initial repayment plan)
in the amount of € 510 thousand. The Parent Company
Isagro S.p.A. immediately noted this error to the lending
institution which, in the first few days of January 2021 saw
to complete reimbursement. For this reason, this amount
was recognized under the item “Cash equivalents”.
Demand deposits are floating-rate deposits. The average
interest rate on bank and foreign currency deposits of the
Group at December 31%, 2020 was 0.04% per year.

We can note that for the purposes of the Cash-Flow State-
ment, the item “cash and cash equivalents” coincides
with the respective item in the Balance Sheet.

17. Equity attributable to owners of the parent - 105,912
The breakdown of and changes in equity attributable to
owners of the parent are explained in the "Consolidated
Statement of Changes in Shareholders' Equity in 2020
The share capital of the Parent Company Isagro S.p.A.
amounted to € 24,961 thousand at December 31%¢, 2020,
fully subscribed and paid up, and comprised 24,549,960
Ordinary Shares and 14,174,919 “Growth Shares”, which
are included in a new class of special shares whose char-
acteristics are described below.
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The item “Reserves”, amounting to € 51,287 thousand,
comprises:

« Share premium reserve 44910
» Cash flow hedging reserve 423
« Cost of hedging reserve (222)
« Reserve for shares measured 75
at FVTOCI
. Trans.lat.lon dlf'fererlce of the (1,799)
Continuing Operations
o Otherreserves:
o merger surplus 1,079
o legal reserve 4,538
o unavailable reserve for fair
value measurement of shares 2,131
o treasury shares (986)
o top manager retention plan 332
7,700
. Total 51,287

The “share premium reserve” is recognized net of the
costs incurred by the Parent Company Isagro S.p.A. in
relation to the share capital increase operations carried
out in previous years. These costs, net of the tax effect of
€ 1,228 thousand, amounted to € 2,356 thousand.

The changes in the item “Cash flow hedging reserve”
are illustrated below. This item contains the amount
recognized in the Statement of Comprehensive Income
of gains and losses related to cash flow hedging transac-
tions, deriving from interest rate swap, commodity future
and currency forward contracts (see Note 15). The accu-
mulated gains and losses are then released to the Income
Statement when the hedged transaction has an impact
on the Group’s Income Statement:

v |1an w hedgin Interest Commodities Currency Total

Amount at December

31%, 2019 (57) 23 (528) (562)

Gains/(Losses) gener-

ated during the year e 218 4471 4632

(Gains)/Losses

reclassified to Income g J
lassified to | 132 (105) (3,650) (3,623)

Statement

Tax effect (18) - (6) (24)

Amount at December . 136 287 423

31st,2020

The “Cost of hedging” reserve includes the effects of the
change in the fair value of the forward element of “cur-
rency forward” contracts following the decision of the
Parent Company Isagro S.p.A. to designate as hedging
instrument only the change in the spot element of the
forward contract, excluding from it therefore the forward
element. However, this latter regards a hedged item relat-
ed to a certain operation/transaction because, in relation
to the type of hedging put in place to manage exchange
rate risk, the nature of the hedged item is an operation
for which the forward element is classified as a cost. Also
in this case, the gains and losses accumulated in the re-
serve are then released to the Income Statement when
the hedged transaction has an impact on the Company’s
Income Statement. The table below shows the changes in
the reserve during the year:

“Cost of hedging” reserve

Amount at December 31°t, 2019 354
Losses generated during the year (2,031)
Losses reclassified to Income Statement 1,419
Tax effect 36
Amount at December 31st, 2020 (222)

The reserve for “shares measured at FVTOCI”, totaling
€ 275 thousand, includes the fair value measurement of
the shares of Arterra Bioscience S.p.A. after the decision
made by the Parent Company Isagro S.p.A., in compli-
ance with the provisions of paragraph 5.7.5 of IFRS 9, to
recognize among “Other Comprehensive Income” the
difference in value deriving from the fair value measure-
ment of the security with respect to the value assigned to
the same on the pricing date; prudentially, in relation to
this change in the reserve, no deferred tax effects were
allocated.

The negative change in the “translation difference” can
essentially be attributed to the depreciation of the Co-
lombian Peso and Brazilian Real with respect to the Euro.
The item “legal reserve” increased by € 858 thousand
with respect to December 31%, 2019, after destination of
5% of the profits from financial year 2019 relative to the
Parent Company Isagro S.p.A.

The item “reserve for unavailable shares measured at fair
value” includes proceeds determined in 2019 as the dif-
ference between the carrying value on the date of the IPO
for the shares of Arterra Bioscience S.p.A. held by the Par-
ent Company Isagro S.p.A. and the fair value of the same,
calculated using the placement price. For a description of
the operation to list Arterra Bioscience S.p.A. please see
that found in the Consolidated Financial Statements for
20109.



Relative to the item “Treasury shares”, note that during
the first half of 2020 182,500 treasury Growth Shares
were assigned (acquired on the market at an average val-
ue of € 1.25 each) to top managers of the Parent Compa-
ny Isagro S.p.A., beneficiaries of the “Long term incentive
and retention plan” (described in note 30), after the first
of the objectives established under the plan regarding
continuous employment was achieved on December 31%,
2019. Hence, at December 31%, 2020 the Parent Company
Isagro S.p.A. held 707,500 treasury Growth Shares.

The cost of these incentives, of € 91 thousand for finan-
cial year 2020, was recognized under the item “Personnel
costs” with a balancing entry in the Shareholders’ Equity
reserve “Top managers retention plan”. The item “Trea-
sury shares” also includes € 84 thousand relating to the
capital loss made in 2018 and recognized directly among
the Shareholders’ Equity reserves, following the sale of
50,000 Ordinary Treasury Shares.

It should be noted that after the decision by the Directors
of the Parent Company Isagro S.p.A. to make use of the
so-called “fiscal realignment” regulations (pursuant to
article 110, Decree Law 104/2020), they proposed that
the Shareholders Meeting, at the time the 2020 financial
statements are approved, allocate a portion relative to an
existing reserve to a reserve for suspended taxes in the
amount of € 1,904 thousand, corresponding to the value
of the realigned goodwill and intangible asset (€ 1,963
thousand) net of the relative substitute tax (€ 59 thou-
sand).

Characteristics of “Growth Shares”

The rights and characteristics of the “Growth Shares”
issued by the Parent Company Isagro S.p.A. are summa-
rized below. These shares were admitted to trading on
the STAR segment of the Electronic Stock Market of Borsa
Italiana, where the Company's Ordinary Shares are also
listed.

No voting rights
Pursuant to article 7 of the Company's Articles of Associ-

ations, the “Growth Shares” are without voting rights in
Shareholders' Meetings, while, pursuant to article 14 of
the Company's Articles of Association, they have a voting
right in the special Shareholders' Meetings for owners of
“Growth Shares”, pursuant to regulations and legal ma-
jority rules. In particular, resolutions affecting the rights
of the “Growth Shares” must be approved by the afore-
said special Shareholders' Meeting.

Privilege in the profit distribution
Pursuant to article 24 of the Company's Articles of As-

sociation, net profit resulting from the Financial State-
ments, duly approved by the Shareholders' Meeting,

after deducting 5% for the legal reserve, until reaching
the threshold set by law, will be distributed accord-
ing to decisions made by the Shareholders' Meeting.
“Growth Shares" have a privilege on profit distribution
decided by the Shareholders' Meeting, for amounts avail-
able as from the year ended December 31%, 2014. The di-
vision, in fact, must be made so that each “Growth Share”
has a total dividend increased by 20% with respect to the
dividend assigned to Ordinary Shares. In the event of
distribution of any other reserves, “Growth Shares” will
have the same rights as Ordinary Shares.

Conversion into Ordinary Shares

All "Growth Shares" are automatically converted into Or-
dinary Shares, with a one-to-one ratio, if Piemme S.r.l.,
which currently heads the Isagro Group's chain of control,
directly or indirectly reduces its interest to below 50%, or
if one or more parties are required to launch a manda-
tory public offer, to which the holders of Growth Shares
can then subscribe as a result of their shares being con-
verted into Ordinary Shares with voting rights. For more
information, please see that found in the section “Events
subsequent to December 31%,2020” in the Report on Op-
erations. Moreover, “Growth Shares” will be converted in
the event a voluntary offer is called for which the offeror
who, at the close of the offer, would exceed the 30% lim-
it set out by law, is not obliged to call for a subsequent
offer, and when the holding Holdisa S.r.l. subscribed to
this offer with a number of Ordinary Shares sufficient to
reduce its equity investment to below 50%.

CONSOLIDATED EXPLANATORY NOTES

85



86

18. Current and non-current financial payables - 12,988
Current financial payables - 6,374
Non-current financial payables - 6,614

The following table illustrates changes in current and non-current financial payables:

Breakdown DeB:.o:l‘S’:l::is Increases [ Decreases Business Combinations DeB:.o:l‘:‘?hzl:;O

Current financial payables:

- banks 47,328 (42,119) 84 5,293

- other lenders 1,793 (1,983) 510 320

- leasing 813 (72) 20 761
49,934 (44,174) 614 6,374

Non-current

financial payables:

- banks 28,615 (26,296) - 2,319

- other lenders 1,133 (319) - 814

- leasing 3,709 (259) 31 3,481
33,457 (26,874) 31 6,614

Total 83,391 (71,048) 645 12,988

With respect to the previous year, the item presents a de-

crease of € 71,048, essentially due to:

« € 36,761 thousand: the early repayment of certain
medium/long-term loans obtained in previous years
by the Parent Company lIsagro S.p.A.; these repay-
ments were made possible due to the collection by
Isagro S.p.A. of the fee to sell the fungicide Fluindapyr
in the final quarter of 2020, as described above;

» € 8,720 thousand: repayment of medium/long-term
loans granted to the Parent Company Isagro S.p.A.
which matured during the year;

o € 20,174 thousand: repayment of short-term loans
and credit lines by the Parent Company Isagro S.p.A.,
which were in existence the previous financial year;

« €1,476 thousand: repayment of payables due to factor-
ing companies in relation to reverse factoring transac-
tions implemented the previous year.

The column “Business Combinations” includes the fair

value of payables due to banks, due to other lenders and

for leases relative to the subsidiary Phoenix-Del S.r.l.

Current payables due to banks, other lenders and leas-

es as at December 31, 2020 include the current portion

of medium/long term loans, amounting to € 5,458 thou-
sand.

The table below shows the composition of Consolidated

Financial payables broken down by type of relationship.

effective
average A
Breakdown AT Maturity
rate %
- current account overdraft 4 21.81% onrequest
- import financing 817 1.93% onrequest
- export financing 0 0.00% on request
- a;cour)ts receivable 12 0.000 ©ninvoice
financing due date
- stand—t?y and revocable lines 419 1.44% onrequest
of credit
- other medium/long-term 7,494 1.20% *)
loans
- leasing 4,242 3.01%
Total 12,988

(*) the characteristics of the other medium/long-term loans are described below

The average interest rate on shout-term bank loan- (in
Euro, US Dollars and Colombian Pesos), with the excep-
tion of leases, is 1.29%.

The characteristics of the main medium/long-term loans
granted to the Parent Company Isagro S.p.A. are summa-
rized in the following table. The balances of the residual
debt at December 31%, 2020 include both the short-term
portions of the loans described, included in the Financial
Statements under current financial liabilities, and the ac-
crued interest. Note that at December 31%, 2020 the other
companies in the Isagro Group do not have any medium/
long-term financing.



Amounts in thousands of euro

Existing loans at December 31st,2019

Loan granted by Banco Popolare with a duration of 4 years, repayable in half-yearly payments starting from 2017. 250
Loan granted by UBI Banca with a duration of 99 months, repayable in half-yearly payments starting from 2021. 240
Subsidized loan granted by Cassa Depositi e Prestiti in relation to the research project “Use of bio-IT platforms to identify new agrochem- 1134
ical products”, with a duration of 99 months, repayable in half-yearly payments starting from 2017. ’

Loan granted by Banca Monte dei Paschi di Siena with a duration of 5 years, repayable in half-yearly payments starting from 2019 and 3120

requiring compliance with covenants.

Subsidized loan granted by Banca del Mezzogiorno - Mediocredito Centrale in relation to the first S.A.L. (Stage of Progress Report) of
the research project entitled “Defending agricultural production against abiotic stresses (drought, salinity, heat, cold) using products of 150
natural origin”, with a duration of 8 years, repayable in six-monthly installments starting from 2019.

Loan granted by Iccrea Bancalmpresa with a duration of 4 years, repayable in half-yearly payments starting from 2018 and requiring

compliance with covenants 2,438

Loans granted in 2020

Subsidized loan granted by Banca del Mezzogiorno - Mediocredito Centrale in relation to the second S.A.L. (Stage of Progress Report) of
the research project entitled “Defending agricultural production against abiotic stresses (drought, salinity, heat, cold) using products of 162

natural origin”, with a duration of 7 years, repayable in six-monthly installments starting from 2020.

During 2020, the Parent Company Isagro S.p.A. obtained
new medium/long-term loans from banks for a total of
€162 thousand.

The covenants to be complied with for a number of the
aforementioned loans are described later in this report.
The main events, whose occurrence gives the financing
institution the right to withdraw from the agreement, are
as follows:

Loan granted by Banco Popolare (already existing at Monday, Decem-
ber 31%,2019):

- the Parent Company Isagro S.p.A. is subject to legal proceedings,
protests, seizure of bank assets or enforcement orders, confisca-
tion of assets, registration of legal or judicial distraints foramounts
exceeding € 250 thousand which, in the bank's judgment, may

prejudice the security of the credit;

- the Parent Company Isagro S.p.A. is subject to bankruptcy proceed-
ings, is placed in liquidation, its assets are transferred to creditors;

- the Parent Company Isagro S.p.A. changes its form, there are chang-
es in the share capital or issues of bonds, there are changes of the
shareholders who currently have indirect control of the Company,
such as to negatively affect the capital, corporate, financial or eco-
nomic situation in such a way as jeopardize payment of the lender’s
receivables;

- the Parent Company Isagro S.p.A. fails to punctually pay all or part
of any amount due as a result of the loan and/or of the interest and
related accessories;

- the Parent Company Isagro S.p.A. does not allocate the loan for the
purposes for which it was granted.

Subsidized loan granted by Cassa Depositi e Prestiti and Loan granted
by UBI Banca (already existing at Monday, December 31%, 2019):

- the Parent Company Isagro S.p.A. fails, even if only partially and at
the prescribed due date, to pay any amount for a period exceeding
180 days;

- the Parent Company Isagro S.p.A. has not produced the technical
and accounting documentation attesting to the activities carried
out for each work progress report (stato avanzamento lavori), ac-
cording to the forms and procedures prescribed by the facilitating
law, by the decree and by the circular;

the Parent Company Isagro S.p.A. carries out or participates in
mergers, splits or any kind of company restructuring, or carries
out extraordinary transactions on its own capital or is subjected to
changes of its corporate structure or of its shareholders which entail
a decrease of the shareholders' equity declared for the purposes of
granting the loan or of its ability to repay the loan;

the subsidy is fully revoked;

the Parent Company Isagro S.p.A. i) is subjected to bankruptcy pro-
ceedings, ii) all or part of its assets have become subjected to at-
tachments or to proceedings having a similar effect, iii) has initiated
actions to renegotiate its own obligations relating to financial debt
date or to delay compliance therewith, has reached out of court
agreements with its own creditors or has been granted an extension
to the fulfillment of the obligations relating to financial debt or the
enforcement of guarantees provided in order to guarantee compli-
ance or application of suspension of payments;

the Shareholders’ Equity declared by the Parent Company
Isagro S.p.A. at the time the loan was granted decreases substantial-
ly as a result of disposals;

the Parent Company Isagro S.p.A. fails to comply with obligations
deriving from other loan agreements and/or financial payables of
any kind.

Loan granted by Banca Monte dei Paschi di Siena (already existing at

Monday, December 31, 2019):

the Parent Company Isagro S.p.A. does not fully pay one loan repay-
ment installment;

the Parent Company Isagro S.p.A. does not fulfill the obligations as-
sociated with the loan contract;

the Parent Company Isagro S.p.A. is subject to protests, seizure of
bank assets or enforcement orders or judicial distraints or carries
out any act that decreases its amount of equity, cash flow orincome.
the Parent Company Isagro S.p.A. fails to punctually pay all or part
of any amount due as a result of the loan and/or of the interest and
related accessories;

the Parent Company Isagro S.p.A. or another company of the Isagro
Group is subject to enforcement orders or seizure of bank assets, be-
comes subject to a legal order to pay, bankruptcy and/or injunction
proceedings, protests or other detrimental events that diminish the
company's financial and economic position by amounts exceeding
€ 250 thousand;

The Parent Company Isagro S.p.A. or one of its subsidiaries, asso-
ciates or parents fails to pay one of its financial debts of more than
€100 thousand on the due date.
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In addition:

the Parent Company Isagro S.p.A. may not, except with written consent
from the lender, i) modify its corporate purpose so as to determine a
substantial change in the business activity; ii) transfer its registered
office abroad; iii) give as guarantees, only in relation to loans grant-
ed by banks and financial institutions after this loan agreement is
signed, its registered property and securities, whilst guarantees may
be given, with written consent from the lender, in favor of its cus-
tomers and suppliers for transactions that come within the scope of
the Parent Company Isagro S.p.A’’s core business, including Licens-
ing activity; iv) grant rights of preemption in repayment of the prin-
cipal; v) perform actions that lead to a change in corporate control
or merger, demerger and spin-off operations, and other operations
concerning the majority of the capital, it being understood that
transfers of shares among members of the Basile family will not be
considered loss of indirect control of the same, and therefore will
not be relevant for the purposes of the present clause; vi) distribute
dividends and capital reserves or make investments of any kind of
an amount such as to entail non-observance of both the covenants;
vii) activate a voluntary liquidation procedure.

Loan granted by Iccrea Bancalmpresa S.p.A. (existing at December 31%,
2019):

- theParent Company Isagro S.p.A. becomes insolvent or is made par-
ty to any arrangement procedure and/or to procedures also of an
out-of-court nature with closely analogous effects;

- the Parent Company Isagro S.p.A. does not make in full and on time
the payment when due of any amount payable, unless this is reme-
died within 15 days from the due date;

- the Parent Company Isagro S.p.A. suspends, interrupts or substan-
tially changes the current business activity;

- anon-fulfillment occurs for more than € 500 thousand that entails,
or may entail, the acceleration clause taking effect or may trigger a
request for early repayment, also following termination, withdrawal
or other things for receivables other than those deriving from the
loan contract;

- changes or events occur that modify the current legal, capital, finan-
cial, or economic situation of the Parent Company Isagro S.p.A. and
that have a substantially prejudicial effect;

- lawsuits, litigation, disputes, or arbitration, administrative or judi-
cial procedures in general, of any kind and with any public or private
counterparty, are launched in relation to Isagro S.p.A. and may have
a substantially prejudicial effect;

- the Parent Company Isagro S.p.A. does not observe both of the cov-
enants described below and has not taken initiatives to remedy the
breach within thirty days from the date of approval of the annual

financial statements.
In addition:

the Parent Company Isagro S.p.A. may not i) amend its articles of
association, without prior written consent from the lender, in such
a way as to determine prejudice to the legal, capital, financial, eco-
nomic, administrative or technical situation such as to compromise
the prospects for repayment of the loan; ii) suspend, interrupt or
change the current business activity; iii) resolve to reduce its share
capital, except in the case of legal obligation; iv) constitute assets
destined for a specific deal; v) be made party to voluntary liquida-
tion procedures vi) grant other lenders mortgages, mandates to
register mortgages or real guarantees on its tangible and intangible
assets, and act so that its shares are pledged, except for those per-
mitted in writing by the bank; vii) conclude transactions in deriva-
tive instruments for speculative purposes.

Loan granted by Banca del Mezzogiorno-Mediocredito Centrale S.p.A.
(already existing at December 31%, 2019 and disbursed in 2020):

- theabsence of one or more admissibility requirements has occurred
or documentation is incomplete or irregular due to actions in any
way attributable to Isagro S.p.A. and that cannot be remedied;

- theParent Company Isagro S.p.A. is made party to a bankruptcy pro-
cedure;

- the research project for which the subsidized loan was disbursed is
not launched, the maximum times determined for implementation
of the project are not observed, the research project objectives are
not achieved (except in cases of force majeure, chance or other con-

tingent and unpredictable facts and events) or the research project
is not carried out;

- the Parent Company Isagro S.p.A. does not transmit the first prog-
ress report (S.A.L.) within 18 months from the date of disbursement
of the loan or does not transmit the final spending documentation
within three months from conclusion of the project;

- the Parent Company Isagro S.p.A. does not repay the pre-amortiza-
tion interest or the loan installments for more than one year.

Current financial payables to other lenders refer solely
to the current portion of the subsidized loan granted by
Cassa Depositi e Prestiti, described in the previous table.
The item "leasing" refers to the residual value at Decem-
ber 31%, 2020 of the current value of the future payments
due for the use of the assets, for which the relative rights
of use are recognized under the item “Rights of Use”.

The table below summarizes loans, including leases,
granted to the Group, broken down by currency (and
hence by the relative companies within the Group: in
fact, at December 31%, 2020, the currency of loans cor-
responds to the functional currency of the contracting
company):

Amount in
thousands
of euro

Effective
average
interest rate %

Amount in
currency
(thousands)

Currency

of the loan

Euro 11,984 11,984 1.79%
US Dollars 849 1,043 1.96%
Colombian Pesos 98 410,827 6.44%
Brazilian Reals 11 69 4.97%
(I'\:’z:\nni?:bi (yuan) = 216 3.15%
\g:;;amese 3 101,381 3.54%
Argentine Peso 8 864 2.57%
Total 12,988




The debt exposure of the Group broken down by maturity is shown in the table below:

Payables broken down by maturity

Within 1 year 2 years 3 years 4 years 5years Over5 years Total
Payables due to banks:
- floating rate 5,162 1,320 697 37 - - 7,216
- fixed rate 131 48 48 48 48 73 396
Total Payables due to banks 5,293 1,368 745 85 48 73 7,612
Payables due to other lenders
- fixed rate 320 323 326 165 - - 1,134
Total Other lenders 320 323 326 165 - - 1,134
Leasing
- fixed rate 761 521 431 407 377 1,745 4,242
Total leases 761 521 431 407 377 1,745 4,242
Total 6,374 2,212 1,502 657 425 1,818 12,988

Lastly, it should be noted that, at December 31%, 2020,
the Group had a number of credit lines outstanding,
granted by banks and other financial institutions, total-
ing € 68,249 thousand (including “trade” facilities for
€ 60,485 thousand, of which € 3,066 thousand used, and
“financial” facilities of € 7,764 thousand, of which € 900
thousand used), as shown in the table below:

COVENANTS

In compliance with the CONSOB Communication of July
28t 2006, the loans for which certain equity and econom-
ic requirements (covenants) must be satisfied, on a con-

Residual amount

Nominal amount

. consolidated

granted used
Parent company 63,660 3,066
Subsidiaries 4,589 900
Total 68,249 3,966

solidated basis, are listed

below, together with the fea-

tures of such requirements. The amounts indicated are
expressed gross of commissions and ancillary charges.

Covenants

ratio between the consolidated net
financial debt and the consolidated
EBITDA: less than 4.5 for each year as
from that ended on December 31%,
2018 and until the full repayment of
the loan.

liability/equity ratio
not greater than 1.50 for each year as
from that ended on December 31,
l2018 and until full repayment of the
oan.

Effects

Failure to comply with the two
covenants will entail the up-
ward revision of the spread by
0.5% and will also constitute a
condition for loan termination
loan with consequent repay-
ment of all amounts still due,
including interest.

of the loan of the loan
Banca Monte Euro 5,000 Euro 3,120
dei Paschi di Siena
lccrea €4,000 Euro 2,438

Bancalmpresa

. consolidated

. ratio between the consolidated net

financial debt and the consolidated
EBITDA: less than 4.5 for each year as
from that ended on December 31%,
2018 and until the full repayment of
the loan.

liability/equity ratio
not greater than 1.50 for each year as
from that ended on December 31,
2018 and until full repayment of the
loan.

Failure to comply with the two
covenants will constitute a
condition for termination of
the loan with consequent re-
payment of all amounts still
due including interest., unless
Isagro S.p.A., within 30 business
days from the date of approval
of the financial statements has
taken initiatives capable of rem-
edying this breach.
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The assessment of observance of the aforementioned cov-
enants, which is to be carried out on an annual basis, at
December 31%, 2020 did not reveal any problems, as the
Isagro Group had a positive Net Financial Position at the
end of the year.

It should also be noted that the Directors of the Parent
Company lIsagro S.p.A. carried out sensitivity analysis
with regards to compliance with the covenants on a con-
solidated basis at December 31%, 2020, considering the
NFP/EBITDA and NFP/SE ratio based on the Consolidated
Plan. The results of this sensitivity analysis, including at

Breakdown

Bank deposits and cash

Liquidity (A)

Other current financial assets (securities)

Current financial receivables and other assets (B)

Current payables due to banks

Current payables due to other lenders

Leasing

Current portion of non-current financial payables
Current financial payables (C)

Net current financial debt (A+B+C)

Non-current payables due to banks

Non-current payables due to other lenders
Leasing

Non-current financial payables (D)

Net financial debt as per communication
from CONSOB DEM/6064293/2006 (A+B+C+D)

Other non-current financial assets
Financial assets for trading and IRS derivative instruments
Financial liabilities for trading and IRS derivative instruments

Net financial debt of the Group

its maximum risk, are such that do not jeopardize the fi-
nancial covenants for this year.

Net Financial Position

As required by CONSOB Communication no.
DEM/6064293/2006 of July 28%, 2006, and also in accor-
dance with the Recommendation of the ESMA (European
Security & Market Authority), formerly the CESR (Com-
mittee of European Securities Regulators), of February
10™, 2005, the Net Financial Position of the Group as at
December 31%, 2020 was as follows:

Dec. 31st, 2020 Dec. 31%t, 2019
(31,896) (46,581)
(31,896) (46,581)
(43) -
(43) -
916 24,347
. 1,476
5,458 24,111
6,374 49,934
(25,565) 3,353
2,319 28,615
814 1,133
3,481 3,709
6,614 33,457
(18,951) 36,810
(2,503) (2,503)
- (12)
77 99
(21,377) 34,394

The Net Financial Position (positive) shows an improvement of € 55,771 thousand with respect to December 31%, 2019,
substantially due to the collection of the price to sell Fluindapyr by the Parent Company Isagro S.p.A., described above.

RECONCILIATION STATEMENT OF LIABILITIES DERIVING FROM FINANCING ACTIVITIES
As required by IAS 7 (844A), a statement is presented below containing the reconciliation of the changes in liabilities
deriving from financing activities, distinguishing between changes deriving from cash flows and other non-monetary

changes.

Other non-monetary changes

Book o Book values
values Cashflow Translation Other Rec'l'a\ s.smcat.lon Total Dec. 31<,
Jan. 1, 2020 differences  changes to "biscontin- change 2020
ued Operations"

Financial payables due to banks 75,943 (68,742) (142) (41) 84 (99) 7,102
Financial payables due
to other lenders 2D (1,792) - (510) 510 ° 1,134
Leasing 4,522 (977) (34) 680 51 697 4,242
Total 83,391 (71,511) (176) 129 645 598 12,478

The column “other changes” includes the allocation of accrued interest for the financial year and the signing of new

lease contracts.
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19. Employee benefits - 1,546

The following table illustrates the change in the sev-
erance indemnity fund (SIF) of the Parent Company
Isagro S.p.A., which can be classified, as per IAS 19, as a “de-
fined-benefit plan” among “post-employment benefits”.

Severance Indemnity Fund (SIF)

Value at Dec. 31, 2019 1,877
Cost of employee benefits (5)
Settlements/transfers/payments (326)
Value at Dec. 31st, 2020 1,546

Information on the SIF - Severance Indemnity Fund plan
The item “Severance Indemnity Fund” reflects the

Group's residual obligation regarding the indemnity to
pay ltalian employees when their employment ceases.
This indemnity can be partially paid in advance to the
employee during his or her working life in certain cir-
cumstances. It is an unfunded defined benefit plan only
in connection with the indemnity employees accrued
up until December 31%, 2006. In fact, certain legislative
changes turned the severance indemnity fund into a de-
fined contribution plan starting from that date, resulting
in the Group paying indemnities that accrued in each
year (equal to about 7.41% of the employees' wages) into
outside pension funds.

The actuarial valuations used to calculate the liabilities
were made using the Projected Unit Credit Method.

The main demographic and financial assumptions used
to measure the obligations at December 31%, 2020, were
as follows:

2020 2019

Discounting rate: 0.01% 0.35%
Staff turnover rate: 4.60% 4.60%
Inflation rate: 1.00% 1.00%

Annual rate of increase in severance

0, 0,
indemnity fund (SIF) L2 2o

The probability of turnover consistent with the historic
trend of the phenomenon was used for the staff turnover
rate (if a turnover rate consistent with that of the year in
course had instead been used no significant differences
would be seen), whereas for the discounting rate it was
decided to use the rate of return on AA-rated corporate
securities in the Eurozone as reference.

The table below shows the total cost of the severance in-
demnity fund:

Financial costs on the obligation 6
Actuarial (gains)/losses (11)
Total (5)

The actuarial gains and losses coming from re-measure-
ment of the liabilities were recorded in “Other Compre-
hensive Income" and recognized under Group equity in
the item “Retained earnings". Actuarial gains for the peri-
od, € 11 thousand, include losses attributable to changes
in the financial assumptions for € 6 thousand and gains
attributable to changes in the demographic assumptions
for € 17 thousand.

Sensitivity analyses were conducted as regards the op-
tion of changing the discounting rate of the obligation
from which it emerged that a parameter increase of a
quarter of a percentage point would bring about a € 25
thousand decrease in liabilities, while a decrease of a
quarter of a percentage point in the rate would bring
about an increase in liabilities of € 26 thousand.

The Group also participatesin the “pension funds” which,
pursuantto IAS 19, can be classified as "defined contribu-
tion plans" among “post-employment benefits”. In rela-
tion to these plans, the Group has no additional mone-
tary obligations once the contributions have been paid.
In the 2020 financial year, the total costs of such plans,
included under “personnel costs”, were € 880 thousand.

20. Other non-current liabilities - 807

Book values Book values
Dec. 31st, decreases Dec. 31st,
2019 2020

Increases/

Breakdown

Payables:
- contractual liabilities 1,130 (323) 807
Total 1,130 (323) 807

The item refers to the medium/long-term contractual li-
abilities pertaining to revenues arising from the granting
in 2019 to the company P.I. Industries Limited, exclusively
and for the duration of ten years, of the right to distribute
products previously marketed by Isagro (Asia) Agrochem-
icals Pvt. Ltd., for which the fee has already been paid
by the counterpart. This item also included the amount
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of € 222 thousand relative to the right to distribute Flu-
indapyr-based compounds starting in 2027, which, after
the sale of the know-how, brands, patents and registra-
tion dossiers associated with this fungicide to the Swiss
company FMC Agricultural Products International A.G. (a
company in the FMC Group), was reclassified to the In-
come Statement under the item “Other operating reve-
nues”.

For more information about this item, please see the
Consolidated Financial Statements for 2019.

21. Trade payables - 24,206

Book
Breakdown values Dec.
31st, 2019

Book
values Dec.
31st, 2020

Business
Combinations

Increases [

decreases

Trade

payables 26,143

(2,451) 514 24,206

Total 26,143 (2,451) 514 24,206

The decrease in trade payables, despite there being a lev-
el of purchases and costs for services during the year in
line with the previous year, is substantially attributable
to a change in the timing of purchases of raw materials
made by the Parent Company Isagro S.p.A. relative to
2019, when these were concentrated in the final part
of the year. The column “Business Combinations” re-
fers to the fair value of trade payables for the subsidiary
Phoenix-Del S.r.l. For the total trade payables due to re-
lated parties, reference should be made to Note 44. Here
below is the breakdown of trade payables by geographi-

22, Current provisions - 2,164

cal area based on the supplier's location:

. ltaly 17,456
» Other European countries 2,566
« Central Asia and Oceania 1,270
» Americas 1,771
o FarEast 1,028
» Middle East and Africa 115

Total 24,206

It should be noted that trade payables have an average
contractual maturity of approximately:

« ltaly 90 days (around 93 days in 2019);

» Abroad 95 days (around 104 days in 2019).

The trade payables are due within the following year.

The breakdown and changes in current provisions are illustrated in the following table:

Changes over the period
Book values Book values
Breakdown Dec. 31st, N L Dec. 31st,
2019 Provision Use Other fota 2020
changes change
Current provisions
- éxpense provision 149 189 189 338
for reclamation works
- provision for risk of lawsuits 30 (30) (30)
- expense provision .
for other obligations 661 250 o o 670
- prov. for destruction of goqu and 148 120 (101) ) 19 167
disposal of obsolete materials
- provision for employee
participation bonus and manager/ 793 945 (737) (12) 196 989
director bonuses
Total 1,781 1,504 (1,109) (12) 383 2,164




The provision “expenses for reclamation works” which
refers to the amount estimated and agreed upon by the
Parent Company Isagro S.p.A. through an agreement with
the Municipality of Adria to complete reclamation work
relative to its plant located in the same municipality, was
increased by € 189 thousand during 2020 in the face of ex-
penses which the Parent Company Isagro S.p.A. will have
to sustain to remove additional hazardous waste identi-
fied during reclamation.

The "expense provision for other obligations" refers
for € 420 thousand to expenses the Parent Company
Isagro S.p.A. had estimated would need to be paid in 2021
in relation to a number of obligations arising from the
contract to sell its equity investment in the Indian sub-
sidiary Isagro (Asia) Agrochemicals Pvt. Ltd., for which
details can be found in the 2019 Consolidated Financial
Statements and, for € 250 thousand, to the estimated
amount that the Parent Company Isagro S.p.A. will pay
in 2021 as a penalty for the early termination of the lease
contract for a floor of offices in Milan.

Provisions for “destruction of goods and disposal of ob-
solete materials” essentially refer to the costs the Parent
Company Isagro S.p.A. will incur for the disposal of obso-
lete materials, necessary to improve logistics and storage
conditions at the Aprilia and Adria industrial complexes.

The "participation bonus and manager/director bonus-
es" provision is an estimation, based on the results for
the year, of the productivity bonuses payable to employ-
ees and directors of the Group companies.

We can note that these provisions are very likely to be
used during 2021.

23. Tax payables - 1,106

Book values Book
Increases/

Business

R decreases Combinations Ml
2019 31st, 2020

Breakdown

Tax payables:

- due to tax
authorities
. 109 949 48 1,106
for direct
taxes
Total 109 949 48 1,106

The item refers for € 923 thousand to the payable due
to tax authorities for income taxes relative to the Parent
Company lIsagro S.p.A., which in the previous year had
not allocated current taxes as its taxable amounts were
negative, for both IRES and IRAP.

The item “Business Combinations” refers to the fair value
of tax payables for the subsidiary Phoenix-Del S.r.l.

24, Other current liabilities and payables - 3.52

Business
Combina-
tions

Increase/

Breakdown
decrease

Payables:

- due to social
security institu- 1,102 (155) - 947
tions

- due to agents
and canvassers

- due to employ-
ees

- due to tax
authorities for
VAT and similar
taxes

- due to tax
authorities for
withholdings
and other taxes

- advances from
customers
(contractual
liabilities)

- others 467 7 - 474

183 48 = 231

978 (214) = 764

95 (53) 20 62

765 178 = 943

101 = = 101

Total 3,691 (189) 20 3,522

The item "advances from customers (contractual liabili-
ties)" includes the current portion of the medium/long-
term contractual liabilities pertaining to revenues arising
from the granting to the company P.I. Industries Limit-
ed, exclusively and for the duration of ten years, of the
right to distribute products previously marketed by Isa-
gro (Asia) Agrochemicals Pvt. Ltd., for which the fee has
already been paid by the counterpart. For more details,
please see the 2019 Consolidated Financial Statements.
Payables due to employees also include amounts for va-
cations accrued but not used, additional monthly pay-
ments and expense accounts, it should be noted that the
previous year this item also included € 161 for the incen-
tive paid in January 2020 to an executive of the Parent
Company lIsagro S.p.A. after the employment relation-
ship ended.

The item “other” includes € 136 thousand relating to the
balance of the food safety grant, which was paid in Jan-
uary 2021, in addition to € 122 thousand relating to the
fees of the Independent Auditing Firm.
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25, Segment reporting

As already mentioned, the Isagro Group identified its op-
erating segments pursuant to IFRS 8 in the geographical
areas from which the Group may earn revenues and incur
expenses, whose results are regularly reviewed by the
Group's chief operating decision makers to assess perfor-
mance and resource allocation decisions, and for which
separate accounting figures are available.

The geographical areas that constitute the Group's oper-
ating segments are as follows:

o North America

» South America.

The Group assesses the performance of its operating seg-
ments on the basis of "Operating profit/(loss)"; the reve-
nues of the above segments include revenue deriving both
from transactions with third parties and from transactions
with other segments, measured at market prices. In the
Group's ordinary course of business, financial income and
charges and taxes are recognized by the corporate entity,
because they are not related to operating activities.

« Europe The table below shows the operating results of the oper-
« Asia ating segments for the year 2020:
2020 Continuing operations
E:::ap : Il\\:;aa Ame'\:’ti)cr: rI‘\rea Amesl’?:at rl1-\rea Adjustments Total

- Agrochemical Products 91,204 - 5,613 9,682 - 106,499
- Other 3,828 - - - - 3,828
Revenue from third parties 95,032 - 5,613 9,682 - 110,327
Intra-segment revenue 4,168 44 387 246 (4,845) -
Revenues 99,200 44 6,000 9,928 (4,845) 110,327
Operating profit/(loss) 22,255 162 (117) 1,077 545 23,922
Financial income 181
Borrowing Costs (1,303)
Gains/(losses) on foreign exchange and fin.

derivatives )
Pre-tax profit/(loss) 22,216
Income Taxes (6,267)
Net profit from Continuing Operations 15,949
Net profit/(loss) from Discontinued Operations 202
Net loss 16,151
Depreciation and amortization 8,859 26 39 210 - 9,134
Impairment of fixed assets 1,044 - - - - 1,044
Allocations to provisions 1,436 15 6 47 - 1,504
Impairment losses on receivables 308 - 15 255 - 578
Severance indemnity fund and similar provisions 6 - - - - 6
D oz - - -




The table below shows the operating results of the operating segments for the year 2019:

2019 Continuing Operations
E::‘e)ap ) Il\\::; Am::'?cr:'ll-\rea Amesr?::lat };-\rea Adjustments Total

- Agrochemical Products 88,611 - 3,091 7,600 - 99,302
- Other 6,067 - - - - 6,067
Revenue from third parties 94,678 - 3,091 7,600 - 105,369
Intra-segment revenue 6,336 44 208 303 (6,891) -
Revenues 101,014 44 3,299 7,903 (6,891) 105,369
Operating profit/(loss) (12,390) (13) (1,851) 759 (241) (13,736)
Financial income 2,300
Borrowing Costs (1,722)
Gains/(losses) on foreign exchange and fin.

derivatives (515)
Profit/(loss) from associates 191
Loss before taxes (13,482)
Income Taxes (1,568)
Net loss from Continuing Operations (15,050)
Net profit/(loss) from Discontinued Operations 1,143
Net loss (13,907)
Depreciation and amortization 9,725 27 54 278 - 10,084
Impairment of fixed assets 1,020 - - 14 - 1,034
Allocations to provisions 1,640 15 58 60 - 1,773
Impairment losses on receivables 684 - 37 (35) - 686
Severance indemnity fund and similar provisions 79 - - - - 79

As the location of the Group's operations is different from
that of customers, the following table shows the break-
down of revenues based on the customers' location:

2020 2019

Italy 16,770 19,658
Europe 45,805 50,189
Americas 29,558 20,738
Africa 5,096 4,480
Middle East 6,428 3,667
Central Asia and Oceania 2,864 3,190
Far East 3,864 4,077
Losses on DCSs (58) (630)
Total 110,327 105,369

With respect to financial year 2019, an increase in turn-
over was seen in the “North America” and “South Amer-
ica” sectors, while a decrease was recorded in the “Eu-
rope” sector. For more information, please see that found
in note 26 below and, more generally, in the Report on
Operations. It should be noted that in 2019 the “Other”

item under the “Europe” area included € 3,117 thousand
in revenues deriving from M/L Agreements, a category
which was not present in 2020.

It should also be noted that the operating profit/(loss) for
the Europe area was influenced by the presence of net
non-recurring income of € 30,331 thousand, relative to
the sale to the Swiss company FMC Agricultural Products
International A.G. (a member of the FMC Group) by the
Parent Company Isagro S.p.A. of the assets relative to the
fungicide Fluindapyr (in the SDHi class) which, starting
in 2012, had been co-developed by the parent and FMC
Corporation (a member of the FMC Group). For a more
detailed description of this transaction, please see that
found in note 27A below.
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The tables below show the assets and liabilities of the segments, as well as investments in tangible and intangible as-
sets, at Tuesday, December 31%t, 2020 and Monday, December 31%, 2019:

At December 31st, 2020 Continuing Operations
E:::: : GRS Am::'?craﬂl‘\rea Amesr? ::Iat ';\rea IE‘ﬂjnl:lsl: ::?: r:: Total
Segment assets 108,445 568 2,416 6,242 (5,608) 112,063
Equity investments in other companies 3,140
Unallocated assets 37,760
152,963
Segment liabilities 30,750 131 784 4,708 (5,133) 31,240
Unallocated liabilities 15,811
47,051
Investments in Intangible Assets 3,297 - - - - 3,297
Investments in Tangible Assets 2,012 1 1 7 - 2,021
At December 31st,2019 Continuing Operations
Europe Asia North South Elimination Total
Area Area America Area America Area adjustments
Segment assets 141,014 209 5,332 10,062 (8,480) 148,137
Equity investments in other companies 4,176
Unallocated assets 57,646
209,959
Segment liabilities 32,962 20 308 7,730 (7,258) 33,762
Unallocated liabilities 85,177
118,939
Investments in Intangible Assets 5,680 - - = = 5,680
Investments in tangible assets 2,001 - - 3 - 2,004

Segment assets include non-current assets, inventories,
trade and other receivables, while tax and financial re-
ceivables, equity investments and cash are excluded; the
excluded items were recognized as "Unallocated assets”.
Liabilities pertaining to each segment do not include tax
liabilities and liabilities connected with loans. These ex-
cluded amounts were recognized under “Unallocated li-
abilities".

The decrease in assets in the “Europe” sector is essen-
tially due to the already cited transaction to sell assets
relative to the fungicide Fluindapyr.

The decrease in assets and liabilities in the “North Amer-

ica” and “South America” sectors with respect to Decem-
ber 31%, 2019 can be attributed to changes in the timing
of sales and purchases with respect to the previous year,
as well as the strengthening of the Euro with respect to
local currencies (mainly the US Dollar and Brazilian Real),
with a consequent reduction in the value of the assets
themselves.

The decrease in unallocated liabilities with respect to
December 31%, 2019 is essentially due to the decrease in
financial payables following the early repayments car-
ried out by the Parent Company Isagro S.p.A., already de-
scribed in note 18 above.



26. Revenue from Contracts with Customers - 110,327
The breakdown of revenues is described in the table below.

2020 2019
Breakdown FOREIGN FOREIGN
ITALY COUNTRIES TOTAL ITALY COUNTRIES TOTAL
Revenue from sales of:
- crop protection products 16,113 90,386 106,499 18,880 80,422 99,302
- raw materials 133 1,365 1,498 192 344 536
16,246 91,751 107,997 19,072 80,766 99,838
Revenue from services:
- toll manufacturing 507 1,591 2,098 543 1,598 2,141
- product protection and development 11 11
- M/L Agreements 3,117 3,117
- other 17 215 232 43 219 262
524 1,806 2,330 586 4,945 558
Total 16,770 93,557 110,327 19,658 85,711 105,369

This item shows an increase of € 4,958 thousand with re-
spect to the previous year, essentially determined by, on
one hand, the increase in sales of crop protection prod-
ucts and raw materials (€ +8,159 thousand) and, on the
other, lower revenues from M/L Agreements (€ -3,117
thousand).
With reference to sales of crop protection products, these
recorded, on one hand, a decrease in sales on the Italian
market (€ -2.8 million with respect to 2019) and, on the
other, asignificantincrease in sales on the foreign market
(€ +10 million compared to 2019).
In particular, it should be noted that lower sales in the
Italian area are due to the management decision to
change the business model, replacing sales to certain
Italian distributors with direct B2C sales, for which posi-
tive effects are expected to be seen starting in 2021.
With reference to the foreign market, the increase during
the year can essentially be ascribed to greater sales in
the Americas, above all in Brazil and the United States,
thanks to weather conditions which favored the develop-
ment of fungal diseases, leading to higher sales of cop-
per-based products.

The item “M/L Agreements, futures”, of the previous year,

referred:

1. for € 2,500 thousand to the upfront payment made to
the Parent Company Isagro S.p.A. by the Spanish com-
panyAQLAgroquimicosdelLevanteS.A.inrelationtoan
agreement, with a duration of seven years and which
can be extended, related to the fumigant Allyl Isothio-
cyanate which includes the following performance
obligations: i) assignment by Isagro to AQL of an exclu-
sive license fee and data access relating to the intellec-
tual property of the fumigant in certain territories, for
which a one-time fee of €2,500 thousand was paid, rec-

ognized under the item “M/L Agreements” and ii) the
commitment, by Isagro, to purchase from AQL certain
quantities of technical product at a predefined price,
for which more details can be found in the Consolidat-
ed Financial Statements at December 31%t, 2019.

With regards to the way this fee was collected,
please see the information found under note 7.

It should be noted that, if Isagro breached the exclu-
sive right in relation to the commercialization and
distribution activities of the product in certain terri-
tories, AQL would have the right to receive an indem-
nity modulated on the basis of the residual life of the
agreement according to the following outline:

o €1,000 thousand if the breach occurs in 2021-2022;
o €750 thousand if the breach occurs in 2023-2025.

In the opinion of the Directors of the Parent Company

Isagro S.p.A., the occurrence of a breach in the aforemen-

tioned exclusive right is a remote possibility.

2. € 450 thousand (equal to USS$ 500 thousand) to an
up-front payment that the American company Sip-
cam Agro USA, Inc. paid to the Parent Company
Isagro S.p.A. in exchange for the right to cite to the
American registration authorities, in order to obtain
authorizations for the sale of products it owns, the
studies related to Tetraconazole owned by Isagro. The
fee agreed upon was paid in two installments of US$
250 thousand each, received respectively on March
12t 2020 and January 11, 2021, including interest
calculated using the LIBOR rate plus a 3% spread;

3. €167 thousand to the current value of the upfront pay-
ment of € 180 thousand made by the American com-
pany Suterra LLC to the Parent Company Isagro S.p.A.
for the right to use the data related to the insecticide

CONSOLIDATED EXPLANATORY NOTES
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deltamethrin, an Isagro proprietary active ingredient,
for the production of its own products used to attract
and eliminate insects, which will be marketed in the
European Union, Morocco, Israel, Tunisia, Lebanon,
Mexico, Argentina, Australia, and South Africa. This
agreement, which was signed in 2016 and has a du-
ration of eleven years, also requires that Isagro pro-
vide Suterra with the active ingredient necessary for
the production of its own products throughout the
entire duration of the contract. The contract provid-
ed for an upfront payment totaling € 200 thousand: at
the time of signing, Suterra paid the Parent Company
Isagro S.p.A. an amount of € 20 thousand, while the
remainder (equal to € 180 thousand) was paid upon
the obtainment of the first registration of a Suterra
formulation with the Isagro active ingredient with
payment in annual installments of € 20 thousand each
on December 1% of each year. The Parent Company
Isagro S.p.A. discounted this residual payment at the
one-year EURIBOR rate + a spread of 2.71%. If there is
a serious breach of the agreement by Isagro that is not
remedied within forty-five days or there are regulato-
ry changes that no longer make it possible to market
products containing Deltametrina as an active ingredi-
ent, Suterra would have the right to receive an indem-
nity modulated on the basis of the residual duration of
the agreement; the amount that the Parent Company
Isagro S.p.A. would be required to pay is calculated is
inversely proportional relative to the residual years re-
maining of the agreement, starting from a maximum
of € 180 thousand; therefore, the percentage of the the
upfront paid which would have to be paid is calculat-
ed by comparing the number of years remaining to the
overall duration of eleven years.

27. Other operating revenues - 31,960
The breakdown of other operating revenues is described
in the following table.

Breakdown 2020 2019
Recovery of research costs 610 762
Insurance compensation 176

Capital gains on disposal of fixed assets 3 425
Guaranteed minimum margins 300 467

Recovery of miscellaneous costs

and other income 540 497
1,629 2,151

Other non-recurring operating revenues 30,331

Total 31,960 2,151

The item "Recovery of research costs" essentially refers:

« for €326 thousand to the recovery of 50% of the costs
incurred by the Parent Company Isagro S.p.A. in rela-
tion to the American company FMC Corporation, as a
result of the agreement signed between the two com-
panies for the co-development of the fungicide Flu-
indapyr;

« for €205 thousand to the fees paid by third-party com-
panies in order to access the scientific data related to
the Group proprietary toxicological dossiers;

« for €60 thousand to the recovery of the costs incurred
by the Parent Company Isagro S.p.A. in Brazil in rela-
tion to Arysta LifeScience (now UPL do Brasil), for re-
search and trial activities commissioned from Isagro
for the registration of compounds containing Fluinda-
pyr.

The item “Insurance compensation” essentially refers

to the payment received relative to claims made for the

Aprilia plant of the Parent Company Isagro S.p.A.

The item “Guaranteed minimum margins” refers to the

amount that the British company Gowan Crop Protection

Ltd. (related party) is required to pay to the Parent Com-

pany Isagro S.p.A. on the basis of an agreement signed

in 2016. This agreement, besides providing for the exclu-
sive concession of the right to develop, formulate, pro-
duce and market for a period of fourteen years in Europe
compounds based on Kiralaxyl—an lsagro proprietary
fungicide— as already described in Note 7, stated that
Gowan was appointed exclusive distributor in Europe of
products based on this fungicide. As consideration, the
contract attributed to Isagro the payment of a guaran-
teed minimum margin of € 900 thousand, calculated on
the basis of the margins previously obtained by Isagro:
therefore, if the margin deriving from sales made in the
period September 1 — August 31% for each year of the
contract is less than this minimum amount, Gowan must
pay Isagro the difference between the margin achieved
and the guaranteed minimum amount while, if the mar-
gin is higher than this minimum amount, Isagro will have

to pay this difference to Gowan. On January 20", 2021,

the Parent Company Isagro S.p.A. and Gowan Crop Pro-

tection Ltd. signed an agreement valid solely for the

2018-2019 and 2019-2020 campaigns based on which,

due to changed market conditions and a delay in the ob-

taining of Kiralaxyl-based product registrations, the min-
imum guaranteed margin of € 900 thousand was reduced
by € 165 thousand. This agreement also establishes that
the Parent Company Isagro S.p.A. pay Gowan Crop Pro-
tection Ltd, against activities performed during the year,

a contribution of € 300 thousand to marketing activities

carried out during the year, recognized under the item

“Costs for services”.



The item “Recovery of sundry costs and other proceeds”
includes both € 101 thousand relative to the annual por-
tion of the expenses linked to the fair value of perfor-
mance obligations in the contract for the sale of Isagro
(Asia) Agrochemicals Pvt. Ltd. signed with PI Industries
Limited in 2019, with reference to the ten year right to
distribute products in the Isagro portfolio as well as the
maintenance, after the expiration of the distribution con-
tract, of the brands and intellectual property linked to the
products granted for distribution, and € 222 thousand
relative to the right to distribute Fluindapyr-based com-
pounds starting in 2027. In fact, as indicated in note 27, to
which reference is made, after the sale of the know-how,
brands, patents, and registration dossiers for Fluindapyr
to the Swiss company FMC Agricultural Products Interna-
tional A.G. (a member of the FMC Group), the necessary
conditions were created to classify this last performance
obligation as fully realized in 2020. With regard to the
total revenues from related parties, please refer to Note
no. 44.

Relative to the item “Other non-recurring operating reve-
nues”, please see note 27A below.

27A. Other non-recurring operating revenues - 30,331
In July 2020, the Parent Company Isagro S.p.A. and the
Swiss company FMC Agricultural Products International
A.G. (a member of the FMC Group) signed an Asset Sale
and Purchase Agreement to sell Isagro’s intangible assets
relative to the molecule Fluindapyr to FMC for a total pay-
ment of € 55,000 thousand, not subject to adjustments
and entirely paid on the closing date of the transaction
(October 2", 2020). The assets refer to a fungicide in the
SDHi class which was the result of research done by Is-
agro and co-developed, starting in 2012, with the North
American company FMC Corporation, another member
of the FMC Group.

The value of the item refers to net capital gains, calculat-
ed as follows:

Sale price 55,000

Carrying value of the intangible assets sold (24,576)

Accessory costs for the sale (93)
30,331

The accessory costs for the sale, which refer to expenses
sustained by the Parent Company Isagro S.p.A. in relation
to legal consulting received with regards to the sale of the
assets, were entirely paid during 2020.

In addition to the performance obligation regarding the
transfer of the know-how, patents, registration studies,
brands, registrations and other Intellectual Property rel-
ative to Fluindapyr (with the exclusion of the registration
of the Tetraconazole/Fluindapyr compound in Paraguay
and the dossier for the same compound in Brazil which
remained with Isagro and, in the same year, classified as
a loss), the contract also establishes other performance
obligations which are detailed below. As established
under accounting standard IFRS 15, the Directors of the
Parent Company Isagro S.p.A. have determined that all
the performance obligations under the contract were
complied with as of the closing date (“at a point in time”,
as defined under accounting standard IFRS 15, paragraph
32).
It should also be noted that in December 2017 the Parent
Company Isagro S.p.A. and the North American company
Arysta LifeScience Inc. (now UPL North America) signed a
ten-year distribution agreement solely for Brazil for Flu-
indapyr-based compounds, based on which Arysta was
designated as the exclusive distributor of compounds
including its own proprietary active ingredients and Flu-
indapyr and a non-exclusive distributor of Tetraconazole
and Fluindapyr compounds. Given that neither Isagro nor
FMC were able to obtain an agreement with UPL North
America to transfer this contract, the parties established
a side agreement so that this former contract could con-
tinue and therefore, with the sole aim of complying with
the same, keep the previously existing distribution con-
tract in force. Based on that contractually established,
pursuant to international accounting standard IFRS 15,
paragraph B34, the Parent Company Isagro S.p.A., with
reference to this performance obligation, acts as the
“agent” and not as the “principal” due to: i) a lack of lia-
bility applying to Isagro for compliance with the promise
to supply Arysta; ii) FMC Corporation will be responsible
for an product non-compliance whether identified by Isa-
gro itself or by the Brazilian distributor; iii) FMC indemni-
fies Isagro from any costs or charges which may arise due
to breach of the contract with Arysta; iv) it will indemnify
and release Isagro from and against any responsibility,
flaw, cost, expense, loss, legal case, complaint, proceed-
ings, request, valuation or damage, including the pay-
ment of any fines or indemnities which it is called upon
to pay Arysta based on the original agreement and v) a
lack of inventory risk for Isagro.
The additional performance obligations identified by the
Directors and present in the sales contract are as follows:
1. the exclusive granting to FMC through December 31%,
2025 of the right to distribute Tetraconazole-based
products, a fungicide owned by the Parent Company
Isagro S.p.A. in Russia and the Ukraine. The contract
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establishes that FMC acquires from Isagro minimum
amounts of the product against the right of FMC to be
the sole recipient of these products from Isagro;

2. the transfer and partial sale of the technical Fluinda-
pyr production contract and distribution contract for
Fluindapyr-based compounds signed by the Parent
Company Isagro S.p.A. with the former subsidiary Isa-
gro (Asia) Agrochemicals Pvt. Ltd. (now a subsidiary of
Pl Industries Limited) to FMC; after this sale and as in-
dicated in note 27, to which the reader is referred, the
Parent Company Isagro S.p.A. was able to recognize
among its revenues the portion of the expenses linked
to the fair value of the performance obligation relating
to the right to distribute Fluindapyr-based compounds
as of 2027;

3. sale of the five-year distribution contract signed by the
Parent Company Isagro S.p.A. and the German com-
pany Spiess Urania GmbH (now Certis Europe B.V.) to
FMC, regarding distribution of Fluindapyr and Prothio-
conazole compounds in Austria and Germany;

4. sales of the seven-year contract, signed by the Parent
Company Isagro S.p.A. and the German company Bay-
er CropScience AG (now Bayer AG), to FMC, regarding
the supply of Prothioconazole, a fungicide owned by
Bayer, which is used in compounds with Fluindapyr;

5. the sale by FMC to Isagro of access rights to registra-
tions and intellectual property linked to Fluindapyr
and Tetraconazole-based compounds so that the lat-
ter can continue to serve as the distributor of these
compounds in Paraguay, with an obligation for Isagro
to purchase from FMC the amounts necessary to fulfill
the said distribution.

28. Raw materials and consumables used - 62,200
The breakdown of costs for the purchase of raw materi-
als and consumables is described in the following table.

Breakdown 2020 2019

Raw and ancillary materials, consumables

and goods:

- purchases of raw materials, packaging and 60,287 60,686
crop protection products

- purchases of te(.:h.n.lcal materials and those 611 884
for research activities

-changgm inventories of raw and ancillary 961 385
materials and consumables

- other purchases 341 234

Total 62,200 62,189

The item is substantially in line with the previous year.
For the total amount of purchases from related parties,
please refer to Note 44. Also note that the item “oth-
er purchases” includes € 149 thousand in greater costs
closely linked to the ongoing Covid-19 health emergency,
mainly for costs relative to protection systems (masks,
disinfectant gel, etc.).

29. Costs for services - 22,686
The breakdown of costs for services is described in the
table below:

Breakdown 2020 2019

For services:

- utilities 2,537 3,087
- technical maintenance 949 1,058
- E:::zzccatritoe:]ncdogiated purchase and sale 5,051 4,896
- toll manufacturing 2,579 1,486
- consulting and professional services 3,759 3,637
- services connected to research 1,808 2,743
- IT system 422 443
- marketing costs 1,153 816
- rents, hire and leases 598 682
- lease expense 189 193
- provision for director bonuses - -
- provision for the destruction of goods 120 140
- other services 3,521 3,542
Total 22,686 22,723

This item, while substantially in line with the amount the
previous year, on one hand shows an increase in costs for
toll manufacturing (€ +1,093 thousand) for the formula-
tion of Kiralaxyl-based products and directly linked to the
increase in turnover and, on the other, shows a decrease
in utilities costs (€ -550 thousand) and in costs for services
connected to research (€ -935 thousand). The decrease
in utilities expenses is due to both a decrease in energy
costs, due to a reduction in the cost of oil, brining costs to
2018 levels, and due to a partial reduction in manufactur-
ing activities at the Aprilia and Bussi sul Tirino plants of
the Parent Company Isagro S.p.A. during the second and
third quarters of 2020.



The decrease in the item “research costs and services”
can be linked to the change in the management strategy
to follow the new Isagro strategic model, which led to a
sharp reduction in organic chemistry product/molecule
discovery activities (for more information, please see the
Report on Operations).

Finally, the item “marketing costs” includes € 467 thou-
sand that the Parent Company Isagro S.p.A. paid to the
related party Gowan for activities to support the sales of
Tetraconazole and Kiralaxyl-based products during the
year.

The item “rents, hire and leases” includes the component
related to the ancillary services pertaining to both rental
of offices and to rental of vehicles for use by employees
of the Isagro Group which, according to the provisions of
accounting standard IFRS 16, must not be included in the
calculation of the right of use.

For the total amount of costs for services from related
parties, please refer to Note 44.

Also note that the item “other services” includes € 94
thousand in costs closely linked to the ongoing Covid-19
health emergency, mainly for cleaning services.

30. Personnel costs - 22,597
The breakdown of personnel costs is described in the fol-
lowing table:

IELG T 2020 2019

Personnel costs:

- wages and salaries 14,251 15,871
- social security charges 4,393 5,009
- remuneration component deriving from the

. . . 91 242

long-term incentive and retention plan

- pension funds 880 1,006
- provision for bonuses 945 793
- costs for employee services 803 1,701
- costs for early retirement incentives 858 685
- other costs 376 428
Total 22,597 25,735

With respect to the previous year, the item presents a de-
crease of € 3,138 thousand, essentially due to:

« €2,239thousand for the lower costs of “wages and sal-
aries” and of “social security charges” for the Parent
Company Isagro S.p.A. following both the decrease in
the average number of employees (304 in 2019 and 269
in 2020) and the use of the Unemployment Fund for
the Covid-19 emergency, as established under the De-
cree of March 18™, 2020, for its personnel at the Aprilia,
Bussi sul Tirino and Novara and Galliera locations. The
overall benefit in 2020 relative to these extraordinary
measures totals around € 270 thousand.

« €898thousand duetoareductionin “costs foremploy-
ee services”, substantially due to lower travel expens-
es for personnel due to limitations on travel to various
nations due to the Covid-19 pandemic.Costs for early
retirement incentives during the year, totaling € 858
thousand, essentially refer to the parent Isagro S.p.A.
and were incurred following the agreed and consensu-
al termination of employment with some executives.
These amounts were entirely paid as at December 31%,
2020.

On March 13%™, 2018 the Board of Directors of the Parent

Company Isagro S.p.A. approved the introduction of an

incentive and long-term retention plan (2018-2021) re-

served for the Company’s top managers and aimed at
ensuring the retention of resources with a high impact on
implementation of the business plan and at encouraging
orientation to the achievement of long-term objectives.

The plan, approved also by the Shareholders' Meeting on

April 24t 2018, was then formally accepted by the Com-

pany’s Group Directors in June 2018.

The plan provides for free assignment of “Growth Shares”

to beneficiaries. Consequently, the Shareholders' Meet-

ing also approved the purchase of treasury “Growth

Shares” in service of the plan.

It should be noted that the maximum number of shares

attributable to beneficiaries was initially set at 890,000

shares. This number has now fallen to 550,000 after the

departure of certain top managers from the Parent Com-
pany.

The shares are to be assigned in the following ways:

1. for the first 50% of the shares (so-called Restricted
Shares) on the basis of the continuity of the employ-
ment relationship modulated as follows:

o 31/12/2019: 50% of the shares;
o 31/12/2020: 25% of the shares;
o 31/12/2021: 25% of the shares;

2. for the remaining 50% of the shares assigned (so-
called Performance Shares) the attribution will occur
at the end of the plan on the basis of the achievement
of four performance objectives, the weight of which is
25% each:
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a. percentage increase in the price of Isagro Ordinary
Shares between the start and the end of the perfor-
mance period;

b. EBITDA/Revenue ratio as average figure for the four
years 2018-2021;

c. Net Working Capital/Revenue ratio as average fig-
ure for the four years;

d. Net Financial Position/EBITDA ratio as average fig-
ure for the four years.

For objectives b), c) and d), the target figure of reference
will be calculated as average of the figures of the budget
for 2018 and for the first three years of the 2019 - 2023
Business Plan, which were approved on January 15%,
2019.

On the basis of the accounting standard IFRS 2, the oper-
ation is classified as an incentive plan with share-based
payment, settled with equity instruments. According to
this standard, the Company receives goods or services
from the employee and must therefore recognize the re-
lated cost, in personnel costs, for a figure equivalent to
the fair value of the goods or services received. In the case
of Isagro’s incentive plan, the fair value was determined
indirectly using the fair value of the “Growth Shares” to
be assigned.

The cost of the incentive was therefore determined us-
ing the fair value of the attributable instruments and the
forecast of the number of shares that will effectively be
assigned. The portion accruing during the fiscal year is
determined pro-rata temporis along the vesting period,
that is the period in which the conditions for accrual of
the rights provided for in the plan must be fulfilled and is
recognized as a counter-item to the Shareholders’ Equity
reserves (see Note 17).

The fair value of the shares involved in the plan was cal-
culated at the assignment date based on the market pric-
es of the instrument, taking into account the assignment
terms for the instrument. The average fair value of the
Growth Shares at the date of assignment to the employ-
ees was estimated at the time as € 1.16 per share.

Note that during 2020 182,500 “Growth Shares” were
assigned to top managers of the Parent Company

Isagro S.p.A. (for a total value of € 229 thousand), bene- a::rzaoge a::rlagge 3::0;;.20 3fst,bze;'19
ficiaries of the aforementioned plan. This occurred after S——
the first objective established in the plan for continuous Executives 33 41 30 37
employment was achieved on December 31%, 2019, with Middle
the assignment of 50% of the first 50% of the shares (so- s o * " *
called Restricted Shares). wg:ffe}csouar 138 155 135 149
Below is the number of employees per category. It should Special qualified
be noted that the figures for 2019 and at December 31%, OLEES ¢ ¢ ¢ N
2019 refer solely to Continuing Operations, i.e. they do Svffk':fsuar 88 0 8l 70
not include the numbers for the former subsidiary Isagro

TOTAL 344 380 329 343

(Asia) Agrochemicals Pvt. Ltd.



31. Write-downs/write-backs of trade receivables
and other receivables - 578
The breakdown of the item is presented below:

- Allocation to Provisions for the Impairment of Trade

Receivables o718
- Losses on receivables 223
- Use of Provisions for Impairment of Receivables due (223)
to surplus

TOTAL (578)

In compliance with accounting standard IFRS 9, the esti-
mate of losses on receivables is made on the basis of the
expected credit losses (E.C.L.) model using supportable
information, available with available without unreason-
able expenses or efforts, which includes historical, cur-
rent and prospective data; unlike what is provided for in
the incurred losses model, prescribed by IAS 39, it is no
longer necessary for an event to have occurred before
recognizing losses on receivables. To measure expected
credit losses a “provision matrix” was constructed, ap-
plying percentages differentiated according to the matu-
rity bands of the receivables.

Allocations during the year essentially involved the Par-
ent Company Isagro S.p.A. (€ 300 thousand) and the
subsidiaries Isagro Brasil (€ 48 thousand) and Isagro Co-
lombia (€ 208 thousand) and were determined by a wors-
ening in the payment profile of a number of customers,
which led to a displacement in the related receivables in
highest-risk maturity bands, and by a worsening in the
default rate of a number of countries, which led to an in-
crease in the write-down percentages.

For further information, please refer to Note 11 “Trade
receivables”.

32. Other operating costs - 2,314
The breakdown of this item is described in the following
table.

Breakdown 2020 2019

- losses on disposal of assets 8 46

- allocations to provisions for sundry risks 439 179

- indirect, production and manufacturing 1,068 1,548
taxes

- other operating costs 799 675

Total 2,314 2,448

The item “allocations to provisions for sundry risks” in-
cludes € 189 thousand in relation to additional costs
which the Parent Company Isagro S.p.A. will have to
sustain to complete reclamation work at the Adria pro-
duction plant, as well as € 250 thousand relative to the
estimated amount the Parent Company Isagro S.p.A. will
have to pay in 2021 as a penalty for the early termination
of a lease contract regarding a floor in the office building
in Milan.

The item “indirect, production and manufacturing tax-
es” includes € 198 thousand related to the contribution
for food security for the year and € 234 thousand relat-
ed to the sole municipal tax paid by the parent company
Isagro S.p.A.

With regard to other operating costs with related parties,
please refer to Note 44.

33. Change in inventories of finished products and
work in progress - 688

The positive change of € 688 thousand in product inven-
tories, calculated net of the provision for inventory obso-
lescence, was calculated as follows:

« Netinventories at January 1%, 2020 (28,254)
« Translation difference and other changes 1,429
« Net inventories at December 31%t, 2020 27,513
» Total change 688

For the comment on this accounting item please see
what has already been described in Note no. 10.

34. Costs capitalized for internal work - 1,500

The item refers to the capitalization of personnel costs,
overheads and consumption of technical material related
to extraordinary protection costs, development expen-
diture and expenses for registration of the Group's new
products. The item shows and increase of € 308 thousand
relative to the previous year, essentially due to the great-
er use of internal Group resources for the extraordinary
protection of Kiralaxyl (IR6141), for which renewal in An-
nex 1is planned at the European level.

Services received from third parties relating to capital-
ized development projects are deducted directly from
“consulting and professional services” under “costs for
services".

35. Depreciation and amortization - 9,134
Depreciation of tangible assets - 2,430
Amortization of intangible assets - 5,911
Amortization of rights of use - 793
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Breakdown 2020 2019

Depreciation of tangible assets:

- buildings: 730 863
- plant and machinery 1,260 1,334
- industrial and commercial equipment 200 155
- furniture and fittings 37 38
- motor vehicles 7 8
- office equipment 196 224

2,430 2,622

Amortization of intangible assets:

- extraordinary protection 1,648 1,660
- know-how 1,758 1,448
- patgnts, .licenses, trademarks and 2205 3213
registrations

- other 210 231
5,911 6,552

Amortization of the rights of use:
- Land and buildings 468 536
- Vehicles 201 218
- Equipment 124 156
793 910
Total 9,134 10,084

The decrease in amortization of “patents, licenses, trade-
marks and registrations”, of € 918 thousand, is substan-
tially attributable to the completion of the amortization
process in the initial months of 2020 with regards to cer-
tain registrations relative to copper and Kiralaxyl-based
compounds.

36. Write-downs of tangible and intangible assets -
1,044

During the year, the assessments of the state of technical
progress of current projects and of the results obtained
to date were reviewed; critical issues emerged with ref-
erence to certain assets that proved to be either no lon-
ger usable or uneconomical to use for the Group. Conse-
quently, costs were entirely written down sustained in
relation to investments in i) registration dossiers, patents
and brands deemed no longer of interest for the Group,
for € 417 thousand, ii) development and know-how costs
for processes, for € 118 thousand, as well as costs relative
to authorizations for sale still to be obtained for a total of
€509 thousand.

37. Financialincome - 181
Financial charges - 1303
Gains/(losses) on foreign exchange and financial
derivatives- -584

Breakdown 2020 2019

Interest income from financial instruments
at amortized cost:

- bank deposits 8 20
- medium-long term loans 79 102
87 122

Income from financial instruments:

- adjustments to the fair value of financial

instruments ) 2,147
- 2,147
Others:
- default interest 28 6
- financial discounts from suppliers 46 1
- interest income on tax and other ) 5
receivables
- others 20 19
94 31
Total 181 2,300
Breakdown 2020 2019
Interest paid to banks and other lenders (988) (1,407)
Others:
- interest paid to Tax Authorities - (1)
- interest paid on employee benefits -
severance indemnit (6) (22)
y
- :jr!terest paid to suppliers and financial (28) (62)
iscounts to customers
- financial expenses - IFRS 16 (131) (152)
- others (18) (24)
(183) (261)
Gains/(losses) on IRS derivative instruments (132) (54)
Total (1,722) (1,722)



Breakdown 2020 2019

Foreign currency gains and losses:

- foreign currency gains 1,240 737
- foreign currency losses (4,093) (877)
- gams/(lpssgs) on currency forward 2,289 (380)
derivative instruments
(564) (520)
Derivative financial instruments (trading)
- exchange rates (currency forwards) (20) 19
- adjustment to fair value of exchange rates
= (14)
(currency forwards)
(20) 5
Total (584) (515)

The overall decrease of € 1,769 thousand with respect to
the previous year can be attributed in part to the pres-
ence of a positive component in 2019 relative to the fair
value assigned to the shares of Arterra Bioscience S.p.A.
at the time the shares were listed on the AIM Italia mar-
ket (€ 2,147 thousand) and in part to the reduction in in-
terest and fees paid to banks and other lenders (€ -419
thousand) consequent to both a very low cost of mon-
ey and a reduction in the debt of the Parent Company
Isagro S.p.A., already described in note 18.

38. Income taxes - 6,267

Breakdown 2020 2019

Consolidated Income Statement

Current tax:
-income taxes 1,643 574
- IRAP 883 -
- use of deferred tax liabilities/deferred tax 3,970 426
assets
- substitute tax for realignment 59 -
- congnggnt assets and llab|l|_t|es, taxes on (116) 155
foreign income and tax credits
6,439 1,155
Deferred tax assets and liabilities:
- deferred tax liabilities - 3
- deferred tax assets (165) (268)
- contingent liabilities for deferred tax assets (7) 678
(172) 413
Total income .taxes recogmzed in profit or 6,267 1,568
loss (Continuing Operations)
Other Comprehensive Income
Deferred tax assets and liabilities:
- tax effect on actuarial gains/losses 52 (24)
regarding defined-benefit plans
- tax effect on derivatives (CFHs) (12) 9)
40 (33)
Total income taxes recognized in equity 40 (33)

(Continuing Operations)

The increase in the item relative to the previous year is
essentially due to the combined effects relative to the
Parent Company Isagro S.p.A., as better described below.
In fact, on one hand the previous year the Parent Compa-
ny Isagro S.p.A. had not allocated current taxes as it had
recorded negative taxable amounts, both for IRES and
IRAP. On the other, the item “use of deferred tax liabili-
ties/deferred tax assets”, for € 3,970 thousand, express-
es the difference between uses of deferred tax assets for
€ 4,254 thousand and uses of provisions for deferred tax-
es of € 284 thousand. In fact, during the year the Parent
Company Isagro S.p.A. used all deferred tax assets rela-
tive to tax losses from previous years (€ 3,472 thousand)
against IRES taxable income.

Article 1, paragraph 83 of Law 178/2020 (2021 budget
law) granted IAS Adopter entities the right to align the
tax values of intangible assets and goodwill to their stat-
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utory values at December 31%, 2020. The Parent Company
Isagro S.p.A. decided to make use of this possibility, which
calls for the payment of a substitute tax equal to 3% of the
value of the realignment, to be paid in 2021, recognized
under the item “substitute tax for realignment”.

The recognition of deferred tax assets of € 165 thousand
refers mainly to the tax benefits expected from the future
use of taxed provisions with reference to certain foreign
companies in the Isagro Group.

The item “Contingent assets and liabilities, taxes on for-
eign income and tax credits” of € 116 thousand essential-
ly refers to contingent assets recorded by the subsidiary
Isagro Colombia S.A.S. relative to taxes not actually due
allocated in previous years.

The following table illustrates the reconciliation between
the theoretical IRES and IRAP tax rates (24% and 3.90%,
respectively) and the effective tax rates, taking into ac-
count the effect of deferred tax assets and liabilities.
The taxable income relating to the theoretical tax rates,
coinciding with the profit/(loss) before tax, was € 22,216
thousand.

INCOME
TAXES IRAP TOTAL
Taxes Taxes Taxes
Theoretical taxes 5,332 866 6,198
-increases 1,504 123 1,627
- decreases (1,492) (81) (1,573)
- costs not relevant for
IRAP purposes 109 109
- non-allocation of 92 ) 92
deferred tax assets
- gﬁect of differences 73 73
in tax rates
- contingent assets
and other changes () () )
Effective taxes 5,365 902 6,267

The increases essentially refer to costs, indirect taxes
and nondeductible write-downs, as well as to taxed con-
tingent liabilities. They also include the amounts newly
subject to taxation regarding the reduction in capital
gains associated with the sale of the equity investment
in Isagro (Asia) Agrochemicals Pvt. Ltd., following low-
er amounts for the escrow account component already
described in note 12, while the decreases are essentially

due to the tax benefit of the maxi-amortization for the
Parent Company Isagro S.p.A., uses of bad debt provi-
sions taxed in previous years (including use of the bad
debt provision correlated with the partial non collection
of amounts from the escrow account described above),
and the partial reduction in taxation relative to capital
gains deriving from the sale of Fluindapyr correlated with
the reversal of the deferred income relative to contribu-
tions for research and development received in previous
years.

Theitem "costs not relevant for IRAP purposes" essential-
ly includes the labor costs for employees with temporary
contracts, allocations made to current provisions and fi-
nancial charges, since these items are not deductible for
the purpose of calculating the regional tax on production
activities.

The item “effect of differences in tax rates” refers to the
higher tax rates, with respect to those expected for the
Italian companies, which foreign subsidiaries are subject
to.

39. Net profit/(loss) from Discontinued Operations -

202

This item refers to the algebraic sum of costs and reve-

nues recorded during the year by the Parent Company

Isagro S.p.A. relative to the transaction to sell its equity

investment in Isagro (Asia) Agrochemicals Pvt. Ltd., which

occurred at the end of 2019.

In particular, the item includes:

» €107 thousand in costs relative to consulting services;

« €293 thousand for the use of excess amounts from the
bad debt provision for the sum deposited with the es-
crow agent, better described in note 12;

« €18 thousand for additional excess amounts relative
to withholdings already paid in 2019 and calculated on
the basis of the sale price for the equity investment on
the closing date.

For more details on the transaction to sell the equity in-

vestment in Isagro (Asia) Agrochemicals Pvt. Ltd. please

see the 2019 Consolidated Financial Statements.

40. Distributed dividends
During financial year 2020 no dividends were distributed
by the Parent Company Isagro S.p.A.




41. Earnings per share

2020 2019

Earnings per share (basic and diluted)

Net profit/(loss) for the year attributable to shareholders of the parent (thousands of euro) 16,151 (13,907)
Average number of Ordinary Shares and Growth Shares (thousands) 37,968 37,860
Earnings per share (basic and diluted) - Ordinary Shares 0.425 (0.367)
Dividend increase for Growth Shares 0.085 0.000
Earnings per share (basic and diluted) - Growth Shares (euro) 0.510 (0.367)

Earnings per share (basic and diluted) from Continuing Operations

Profit/Loss from Continuing operations (in thousands of euro) 15,949 (15,050)
Average number of Ordinary Shares and Growth Shares (thousands) 37,968 37,860
Earnings per share (basic and diluted) from Continuing Operations - Ordinary Shares 0.420 (0.398)
Dividend increase for Growth Shares 0.084 0.000
Earnings per share (basic and diluted) from Continuing Operations - Growth Shares (euro) 0.504 (0.398)

Earnings per share (basic and diluted) from Discontinued Operations

Profit/Loss from Discontinued Operations 202 1,143
Average number of Ordinary Shares and Growth Shares (thousands) 37,968 37,860
Earnings per share (basic and diluted) from Discontinued Operations - Ordinary Shares 0.005 0.030
Dividend increase for Growth Shares 0.001 0.000
Earnings per share (basic and diluted) from Discontinued Operations - Growth Shares (euro) 0.006 0.030

2020 2019
Average number of Ordinary Shares 24,549,960 24,549,960
Average number of Growth Shares 13,417,986 13,309,862
Total 37,967,946 37,859,822

“Basic” net earnings per share are calculated on the average number of Isagro S.p.A. shares outstanding, deducting the
average number of treasury shares held, equal to 756,933 in 2020 and 865,057 in 2019.

“Diluted” earnings per share are calculated taking into account, in addition to the average number of shares outstand-
ing, also any shares already resolved, but not yet subscribed. These situations did not occur either in 2020 or in 2019.
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42, Fair value: measurement and hierarchical levels

IFRS 13 requires that Balance Sheet items measured at

fair value be classified according to a hierarchy of levels

that reflects the significance of the inputs used to calcu-

late the fair value. The following levels are distinguished:

« Level 1 - prices (not adjusted) quoted on an active
market for assets or liabilities to be assessed;

o Level 2 - inputs other than the quoted prices per the
previous point, observable directly (prices) or indirect-
ly (derived from prices) on the market;

o Level 3 - inputs not based on observable mar-
ket data.

The following table shows the assets and liabilities
measured at fair value at December 315, 2020 broken
down by fair value hierarchy level.

As for the techniques for determining the fair value of the
derivatives included in Level 2, please refer to Note no.
15.

In 2020, there were no shifts between Level 1 and Level 2
of fair value measurements, or from Level 3 to other lev-
els and vice versa.

The fairvalue of (trade and other) receivables due beyond
12 months and loans obtained from banks is summarized
in the table below; with reference to receivables deriving
from M/L Agreements; they also include the portion due
within the following year. Except for what is described in
detail in the table below, in the management’s opinion the
book value of the other assets and liabilities (financial,
commercial and other) of the Group is a reasonable ap-
proximation of their fair value.

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
- fixed financial assets (equity investments in other companies) 3,140 - 3,140
- current financial assets (capitalization policies) - 43 43
- exchange rate derivatives (forward purchase/sale) - 63 68
- derivatives on commodities - copper (future buy) - 169 169
Total financial assets 3,140 275 3,415
Financial liabilities carried at fair value:
- exchange rate derivatives (forward purchase/sale) - (159) (159)
- derivatives on commodities - copper (future buy) - (33) (33)
Total financial liabilities - (192) . (192)

Book value Fair Value

Receivables and other assets:
Receivables measured at amortized cost:
- Receivables from Gowan Company LLC 1,945 1,948
- Receivables from AQL Agroquimicos de Levante S.A. 750 754
- Receivables from Rotam Agrochemical Company Ltd. 314 314
- Receivables from Suterra LLC 110 122
Financial liabilities:
Financial liabilities measured at amortized cost:
- Loans from banks - floating rate (current and non-current) 7,217 7,308
- Loans from banks - fixed rate (current and non-current) 395 416
- Loans from other lenders - fixed rate (current and non-current) 5,376 5,403




The determination of the fair value was carried out on a
consistent basis with the generally accepted methods,
which use valuation models based on the Discounted
Cash Flow method; specifically, the Parent Company
Isagro S.p.A. used the models in the Bloomberg data-
base. Discounting of the future cash flows of receivables
and loans expressed in euro was calculated based on
the market zero-coupon rates curve at Tuesday, Decem-
ber 31%, 2020, obtained from the six-month EURIBOR
curve, while discounting of future cash flows of loans
expressed in US dollars was calculated on the basis of
the market zero-coupon rates curve as at Tuesday, De-
cember 31%, 2020, obtained from the six-month LIBOR.
The above-mentioned curves were adjusted to take into
account the creditworthiness of Isagro S.p.A. (own credit
risk) in the case of loans payable and the creditworthi-
ness of the counterparty (counterparty credit risk) in the
case of receivables claimed by the Parent Company Isa-
gro S.p.A.. Please also note that, in order to render the
fair value of loans comparable with their book value, the
related ancillary charges were taken into account.

In management's opinion, the aforementioned receiv-
ables and payables can be classified in Level 2 of the fair
value hierarchy.

43. Contingent liabilities, commitments and guarantees

Legal proceedings

Isagro S.p.A.
Appeal presented by Polven.Re v. Municipality of LAquila,

ARTA Abruzzo, Province of LAquila, Abruzzo Region and
Isagro S.p.A. to the Regional Appeals Court (RAC) of LAqui-
la for annulment of an executive resolution of the Munici-
pality of LAquila.

On March 22™, 2018 the company Polven.Re S.r.l. notified
an appeal for annulment, after adoption of suitable pre-
cautionary measures, of an executive resolution of the
Municipality of Aquila communicated by certified e-mail
on January 22™, 2018, on the subject of the “Contami-
nated site procedure pursuant to Title V - Part IV of Italian
Legislative Decree no. 152/2006 as amended - former Agri-
Formula facility, Locality Caselle di Bazzano, Municipality
of LAquila. Acknowledgment of approval of the site-specif-
ic risk analysis and conclusion of the proceedings”, in the
part where it orders that, over time, the integrity of the
flooring in the factory must be guaranteed by Polven.Re,
because, in certain areas, the “indoor dust control” pro-
cess has not been activated. The appellant also request-
ed compensation for damages suffered by the same for
an alleged generic “decrease in value” of the area.

Isagro joined the proceedings, requesting the rejection of
the appeal and of the related precautionary plea.
Following the discussion of the precautionary plea in
chambers on May 9", 2018, with ordinance no. 105 of May
10%™, 2018, the RAC decided to accept Polven.Re's precau-
tionary plea, fixing the hearing for discussion of the mer-
its of the appeal on May 8", 2019.

Following the aforesaid precautionary ordinance, the
Municipality of UAquila convened, for July 5™, 2018, a ser-
vice conference with the aim of ascertaining what inquiry
formalities the public administration has a duty to per-
form. After an in-depth discussion, in the presence also of
Isagro and Polven.Re, the works of the service conference
were adjourned to July 18, 2018. On that date the con-
cluding session of the service conference convened on
July 5%, 2018 was held, in compliance with Precaution-
ary Ordinance no. 105 130/2018, and it was observed by
the Municipality and the competent Authorities in atten-
dance that all inquiry activities had already been correct-
ly performed during the proceedings and that, therefore,
no further investigations were necessary. Therefore, with
Executive Resolution of the Municipality of L’Aquila no.
3518 of October 22™. 2018, it was resolved “to confirm,
in all its parts, Executive Resolution no. 78/2018” appealed
by Polven.Re with the main appeal. Polven.Re, however,
also appealed this latter resolution with an appeal for ad-
ditional reasons notified on November 28, 2018. The ap-
peal also included a precautionary plea against the mea-
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sure appealed requesting, substantially, the RAC to grant
the precautionary measures considered most suitable
to order the Municipality to reconsider the prescription
appealed. The precautionary hearing was held on De-
cember 19", 2018. Following this hearing the RAC, with
Ordinance 270/2018 of December 28", 2018 substantially
rejected Polven.Re’s precautionary application adjourn-
ing, for decision on the appeal, to the hearing on the
merits set for May 8™, 2019. Subsequently, the President
of the Regional Administrative Court for Abruzzo post-
poned the hearing on the merits to November 6, 2019.
Subsequently to the discussion during the hearing on
the merits, the RAC Abruzzo, with judgment no. 557/2019
published on November 16", 2019, (i) declared the com-
plaint of the case inapplicable due to lack of standing (as
per specific objection raised by Isagro); and (ii) rejected
the appeal for additional reasons in that its merits were
groundless.

On February 5%, 2020, Polven.Re, after notifying it, filed
its own appeal at the Council of State, requesting the
annulment and/or reform of the first-level judgment,
without, however, filing a precautionary plea (intended
to suspend the effects of the judgment appealed). Is-
agro, on March 23, 2020, filed its answer and entry of
appearance in the appeal, in defense of its own position.
The date for the discussion hearing before the Council of
State is yet to be fixed.

Isagro Espania

IT fraud against Isagro Espafia

Note that in May 2020 the fully controlled subsidiary Is-
agro Espafia was the victim of “phishing”, which led the
company to pay € 871,312.58 unnecessarily to a limited
liability company with its registered office and current
account in Hong Kong, without any involvement for the
Parent Company. The Isagro Group promptly implement-
ed a series of actions to recover the amounts, starting on
the morning immediately after the fraud was identified,
including making formal complaints to public safety
authorities in Spain and Hong Kong and involving inter-
nationally respected attorneys in Italy, Spain and Hong
Kong. Subsequently, the current account to which the
funds were transferred was initially “flagged” and shortly
thereafter blocked by the legal and banking authorities of
Hong Kong. At the same time, the Group took legal action
in Hong Kong and on July 14, 2020 the High Court of the
Hong Kong Special Administrative Region issued a Final
Judgment ordering repayment of the sums involved in
the fraud to Isagro Espafia. This order was promptly ex-
ecuted by attorneys in Hong Kong and communicated to
the Bank of China which on November 18, 2020 deliv-
ered a check to the attorneys in the amount of the sums
contained in the current account, which was then trans-
ferred to the Isagro Espafia current account on November

25%™.2020. The total amount recovered by Isagro Espafia,
net of legal expenses, fees withheld by the bank for the
bank transfers and exchange rate (totaling € 81,758.89),
amounts to around € 790,000.

Subsequently, Isagro Espaia took action with its insur-
ance company to obtain reimbursement of the above
sums and of the damages suffered based on the exist-
ing company policy, in relation to which a claim had al-
ready been filed. Payment of the relative indemnity is still
pending.

Tax disputes
Isagro S.p.A.

With regard to the parent Isagro S.p.A., it should be noted
that on December 22t 2006, the Italian Revenues Agen-
cy, subsequent to a general tax audit for 2003, served the
Company with an assessment notice for IRPEG (corpora-
tion tax), IRAP and VAT violations, demanding an addi-
tional tax payment of € 83,251 plus penalties and inter-
est. Against this measure the Company lodged an appeal
which, through several levels of judgment, reached the
Supreme Court of Cassation. On November 29™, 2017 the
Supreme Court of Cassation filed judgment no. 28578/17
on the appeal lodged by the company against the Italian
Revenues Agency accepting it partially, annulling the
judgment appealed and referring back to the Lombardy
Regional Tax Commission differently made up the exam-
ination of the breaches not defined.

In particular, the Court accepted some of the objections
raised by the Italian Revenues Agency with consequent
definition of higher taxes payable by the company of
€68,947.

For the allegations referred back to the judgment of the
Lombardy Regional Tax Commission, for which the Ital-
ian Revenues Agency would require payment of taxes of
€ 14,304, we can note that the commission met to discuss
the case, following the appeal for resumption proposed
by the Company on May 7", 2018, and dealt with the
counterarguments on February 11,2019, With judgment
no. 3174/2019, filed on July 18™, 2019, the Lombardy Re-
gional Tax Commission heard Isagro's reasons and on
February 28", 2020 disbursed the refund for an amount
of € 17,489 (including interest and ancillary charges).

On November 19', 2019, an application for a refund was
submitted to the Italian Revenues Agency pursuant to
art. 21, paragraph 2 of Legislative Decree no. 546/92 for
the repayment of the higher IRES credit and the higher
IRAP paid in the 2002 tax period for € 47,513 and € 5,681
respectively, in addition to the interest due by law.

Commitments and guarantees
At December 31%, 2020, the Group also has existing

multi-year commitments for € 181 thousand related to



the rental of printers (€ 180 thousand) and lease expense
(€ 1 thousand). In particular, the future fees due are as
follows:

o €44 thousand within one year;

o €137 thousand between one and five years;

The third-party guarantees for the Group’s commitments
amounted to € 8,720 thousand, of which € 7,586 thousand
related to a surety in favor of Arysta issued on June 27,
2018 following the signing of the commercial agreement
for distribution of compounds based on the fungicide Flu-
indapyr in Brazil. For more details, please see the Consoli-
dated Financial Statements as at December 31, 2019.
Furthermore, following the sale of the investment in Is-
agro (Asia) Agrochemicals Pvt. Ltd. to the Indian compa-
ny P.I. Industries Ltd., Isagro S.p.A. has a commitment in
place for the guarantees issued to the buyer as regards
potential future liabilities, for losses or damages related
to taxes, the environment, social security and labor. The
maximum risk is measured at € 17,300 thousand and the
expiry of the guarantees is to be correlated to time-bar-
ring and lapse of the related events.

The Parent Company Isagro S.p.A. has received a surety of
€ 300 thousand from the sellers of the equity investment
in Phoenix-Del S.r.l., valid for twelve months after the date
the contract is executed, in relation to any damages/loss-

es/costs that Phoenix-Del S.r.l. may suffer exclusively and
directly due to events occurring or deeds stipulated prior
to the date the contractin question is executed or if there
are discrepancies in that declared.

With reference to the other companies in the Isagro
Group, note that there are no commitments or guaran-
tees granted and/or received by them.

44, Related party disclosures

Here below are the Group's transactions with related par-

ties, including:

» Parent companies;

» entities which hold a direct or indirect interest in the
Parent Company, its subsidiaries and its holding com-
panies, and are presumed to have significantinfluence
over the Group. In particular, significant influence is
objectively presumed to exist when an entity owns,
directly or indirectly, over 10% of the Parent Company,
or when it owns over 5% and, at the same time, it has
entered into agreements which generate transactions
during the year amounting to at least 5% of consoli-
dated sales. These companies are known as “other re-
lated parties";

« directors, statutory auditors and key management
personnel, and any family members.
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The following table highlights the income statement and Balance Sheet amounts relating to transactions with the differ-
ent categories of related parties, for 2020 and 2019:

Income Statement
Subsidiaries Other Tot. Related Proportion %
related parties parties on the item
In thousands of euro
Revenues 110,327 - 17,992 17,992 16.31%
Other operating revenues 31,960 23 305 328 1.03%
Raw materials and consumables used 62,200 - 402 402 0.65%
Costs for services 22,686 - 484 484 2.13%
Other operating costs 2,314 - 5 5 0.22%
Financial income 181 - - - 0.00%
Income Statement
e Other Tot. Related Proportion %
Subsidiaries . . .
related parties parties on the item
In thousands of euro
Revenues 105,369 - 11,565 11,565 10.98%
Other operating revenues 2,151 23 467 490 22.78%
Raw materials and consumables used 62,189 - 323 323 0.52%
Costs for services 22,723 - - - 0.00%
Other operating costs 2,448 - 4 4 0.16%
Financial income 2,300 - 23 23 1.00%
Balance Sheet of which related parties
At12/31/2020 e Other Tot. Related Proportion %
Subsidiaries . . .
related parties parties on the item
In thousands of euro
Non-current receivables and other assets 1,630 - 963 963 59.08%
Trade receivables 23,871 - 1,856 1,856 7.78%
Other current assets and receivables 3,531 16 768 784 22.20%
Trade payables 24,206 - 678 678 2.80%
Balance Sheet of which related parties
At 12/31/2019 .
e Other Tot. Related Proportion %
Subsidiaries . . .
related parties parties on the item
In thousands of euro
Non-current receivables and other assets 2,837 - 1,907 1,907 67.22%
Trade receivables 27,227 - 2,669 2,669 9.80%
Other current assets and receivables 7,658 6 467 473 6.18%
Trade payables 26,143 - 246 246 0.94%

The above amounts, broken down by company in the fol-
lowing tables, essentially refer to commercial relations
(purchases and sales of products, M/L agreements, pro-

cessing, and provision of administrative services), with
the transactions carried out at arm's length, have been
outlined in the various notes to the Financial Statements.



Relations with parent companies
Relations with the holding companies Piemme and

Holdisa are limited to the provision of administrative
services by the Parent Company Isagro S.p.A. and occa-
sional financial transactions.

Other operating revenues 2020 2019

Holdisa S.r.l. 14 14
Piemme S.r.l. 9 9
Total 23 23

Other current assets and

receivables 2020 2019

Holdisa S.r.. 13 4
Piemme S.r.l. 3 2
Total 16 6

Relations with other related parties
“Other related parties” refer exclusively to the Gowan

Group, which became a related party following its entry,
on October 18%, 2013, into the share capital of the former
indirect parent BasJes Holding S.r.l. (now the direct par-
ent with the name Holdisa S.r.l.) with a 49% stake in the
said share capital. The (trade and other) receivables and
revenues from the Gowan Group refer both to the sale of
agrochemical products to companies of the Gowan Group
both on the part of the Parent Company Isagro S.p.A. and
of the American subsidiary Isagro USA, Inc. and to the up-
front payment made in 2016 against the granting, by the
Parent Company Isagro S.p.A., of the exclusive right, for
fourteen years, to develop, register, formulate, produce
and market in Europe mixtures based on Kiralaxyl, for all
types of use except for fertilizing seeds.

The item "other current assets and receivables” includes
€ 767 thousand that the British company Gowan Crop
Protection Ltd (related party) must pay to the Parent
Company Isagro S.p.A. following the failure to achieve
the sales margins required by contract for the products
based on Kiralaxyl, an Isagro proprietary fungicide, of
which the British company became an exclusive distribu-
tor in the European market on the basis of an M/L Agree-
ment signed in 2016.

Theitem “costs for services” includes € 467 thousand that
the Parent Company Isagro S.p.A. paid to the related par-
ty Gowan for activities to support the sales of Tetracon-
azole and Kiralaxyl-based products during the year.
Transactions with the Gowan Group were carried out at
arm's length.

Revenues 2020 2019
Gowan Group 17,992 11,565
Total 17,992 11,565
Other operating revenues 2020 2019
Gowan Group 305 467
Total 305 467
Raw materials used 2020 2019
Gowan Group 402 323
Total 402 323
Costs for services 2020 2019
Gowan Group 484 =
Total 484 -
Other operating costs 2020 2019
Gowan Group 5 4
Total 5 4
Financial income 2020 2019
Gowan Group - 23
Total - 23
Non-current receivables Dec. 31st, Dec. 31st,
and other assets 2020 2019
Gowan Group 963 1,907
Total 963 1,907
: Dec. 31st, Dec. 31st,
Trade receivables 2020 2019
Gowan Group 1,856 2,669
Total 1,856 2,669
Other current assets and Dec. 31st, Dec. 31st,
receivables 2020 2019
Gowan Group 768 467
Total 768 467
Dec. 31st, Dec. 31st,
Trade payables 2020 2019
Gowan Group 678 246
Total 678 246
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Remuneration for Directors and Statutory Auditors
The table below shows the economic benefits for the Directors of the Parent Company, and the members of the Board

of Statutory Auditors (amounts in Euro):

Description of office Remuneration
. Duration of Emoluments .B onuses, Other Other
Office held . s incentives, and :
the office for office : . remuneration
fringe benefits
Directors:
Giorgio Basile Chairman and C.E.O. 3years 500,000 3,707 -
Maurizio Basile Deputy Chair 3years 82,500 163 -
Riccardo Basile Director 3years 20,000 - -
Roberto Bonetti Director 3years 20,000 - -
Member of the Control, Risk
. . . and Sustainability Committee
Enrica Maria Ghia and the Appointments and 3years 27,000 - -
Remuneration Committee
Silvia Lazzeretti Director 3years 20,000 - -
Chairperson of the Control,
Marcella Elvira Antonietta Logli Risk and Sustainability 3years 27,500 - -
Committee
Member of the Control, Risk
. and Sustainability Committee
Giuseppe Persano Adorno and the Appointments and 3years 27,000 - -
Remuneration Committee
Erwin Paul Walter Rauhe Lead Independent Director 3 years 25,000 - -
. Chairman of the Nomination
IO e and Remuneration Committee 3years 23,000 ) )
Margherita Zambon Director 3years 20,000 - -
Family members of key
management personnel (directors
or managers):
Alessandra Basile - 30,000
Statutory Auditors:
Roberto Cassader Chairman 3years 30,000 - -
Silvia Baroffio Statutory Auditor 3years 20,000 - -
Filippo Maria Cova Statutory Auditor 3years 20,000 - -
It should be noted that the term of office of the Board of a. changes in foreign exchange rates;
Directors of the Parent Company Isagro S.p.A, appointed b. changes in interest rates;
on April 24", 2018, will end on approval of the Financial c. changes in the prices of raw materials;
Statements as at December 31%, 2020, while that of the d. liquidity;
Board of Statutory Auditors, appointed on Tuesday, April e. capital management;
30%™, 2019, will end on approval of the Financial State- f. credit;
ments as at Friday, December 31%, 2021. g. changes in weather conditions and climate change;
h. cyber risk;

45, Financial risk management: objectives and approach
In carrying out its business, Isagro Group is exposed to
financial and market risks, specifically:

risks connected to the Covid-19 health emergency.



Context

Based on sector reports published by Kynetec, the agro-
chemicals market has shown notable resilience with re-
spect to the Covid-19 pandemic that affected the entirety
of 2020. In fact, the agriculture sector continued to be
viewed as strategic and, consequently, most countries in
the world excluded activities in this sector from the lock-
down restrictions applied to other sectors.

Kynetec estimates global market growth at the manu-
facturer level of around 1.5%. The growth was well-dis-
tributed among the various geographic areas/segments
(in particular in the fungicide segment, in which Isagro
holds a significant position) and was mainly guided by
(i) favorable weather conditions, after an especially neg-
ative 2019 in markets with intensive agriculture (United
States, Canada and Australia), (ii) growth in land cultivat-
ed in Brazil, (iii) high disease pressure in many geograph-
ic areas, (iv) a favorable monsoon season in Asia, (v) the
launch of a good number of high value added products
and (vi) the measures to support agriculture adopted by
governments throughout the world. The positive contri-
bution made by the above factors was partially offset by
the depreciation of local currencies in important mar-
kets, for example Brazil, and by a general strengthening
of the Euro with respect to other currencies, with a nega-
tive impact on the value of the global agrochemical mar-
ket, despite the growth registered in volumes and prices.
Additionally, the Covid-19 pandemic created certain
problemsin the international distribution of goods, while
also leading to advance orders for agrochemicals from
national distributors with the aim of preventing possible
stock issues due to predicted productive and/or logistics
problems, which drove down the value of agricultural
commodities (this latter aspect mainly concentrated in
thefirst half of 2020). Fears about procurement problems
were overcome in the second half of 2020, leading to
constant and continuous recovery in the value of agricul-
tural commodities and incentivising farmers to increase
spending on agrochemical products.

In the above-mentioned context, the Group operated
in order to control the above financial variables by im-
plementing appropriate policies to minimize the afore-
mentioned risks through the use of instruments offered
by various financial brokers with which Isagro has a re-
lationship.

In particular, as regards the use of derivatives, two types
of hedging can be identified: (a) transactions which, in
compliance with the risk management policies, satisfy
the requirements imposed by the accounting principles
for the registration in "hedge accounting”, are designated
as "hedging transactions"; (b) transactions which, even
though they have been carried out as hedges, do not

satisfy the requirements provided for by the accounting
principles and are classified as "held for trading”. With
regard to the hedging transactions carried out by the
Group, it should be noted that these refer exclusively to
operational transactions and are not in any way specu-
lative. With reference to this, as of January 1%, 2018, Is-
agro began to apply the standard IFRS 9 - Financial In-
struments. Following adoption of this standard, Isagro
partially changed its financial risk management model in
relation to changes in exchange rates and changes in the
price of the raw material “copper”, creating a new hedge
accounting model on the basis of the provisions of the
IFRS 9 standard, and providing therefore for the possibili-
ty of originating or not originating the so-called “hedging
relationships”.

The amounts stated in the comments below refer to the
Parent Company Isagro S.p.A., which carries out most
of its copper purchases and sales in foreign currencies,
mainly US Dollars, Brazilian Reals and Indian Rupees.
Transactions involving Indian Rupees were carried out
at through the first quarter of 2020 regarding the escrow
fund established on December 27", 2019 with HSBC India
regarding price adjustments for the sale of Isagro Asia, to
be released based on contractual agreements (for more
detail, please see the sections “Significant events in
2020” and “Events subsequent to December 31%,2020”).
With reference to exchange rates, it should be noted that
changes in the Euro/Dollar exchange rate could also lead
to changes in consolidated values relative to the fully
controlled subsidiary Isagro USA.

a. Exchange rate risk management
The Isagro Group operates on several markets interna-

tionally and many trade relations are managed in cur-
rencies other than the Euro, mainly in US dollars, the
currency of reference for the sales made by the Parent
Company Isagro S.p.A. above all on the US markets
and reporting currency of the subsidiary Isagro USA.
Although to a lesser extent, the Indian rupee (through
the first quarter of 2020), Colombian Peso and Brazil-
ian Real are also relevant, respectively the operational
currencies of Isagro (Asia) Agrochemicals Pvt. Ltd. (a
fully controlled subsidiary until December 27, 2019,
the date on which it was entirely transferred to PI In-
dustries), Isagro Colombia S.A.S. and lIsagro Brasil
Ltda. This means that the Group's assets and liabilities
are exposed to financial risks deriving from the vary-
ing exchange rate between the time the trade relation
arises and the time the transaction (collection/pay-
ment) is finalized. With reference to the Parent Com-
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pany Isagro S.p.A., sales in US Dollars totaled around
USS 27 million in 2020, against purchase in US dollars
of around US$ 15 million, which hence serve a “natural
hedging” function in cooperation with the current ac-
count balances in US dollars, which at December 31%
came to around 4 million dollars, with a “long posi-
tion” balance equal to around US$ 16 million.

To reduce risks linked in particular to fluctuations in
the US dollar, the Parent Company Isagro S.p.A. carries
out hedging operations involving swaps.

Isagro enters into forward and non-deliverable for-
ward contracts to hedge the exchange rate risk of the
American dollar and the Brazilian real. In particular,
the Parent Company Isagro S.p.A. hedges the net ex-
posure in foreign currency correlated with the expect-
ed level of sales (of products and services) budgeted.
The establishment of this hedging relationship results
in cash flow hedging transactions. The accounting
rules of these transactions provide for the derivatives
being measured at fair value and recognized among
“Other Comprehensive Income” adding therefore to a
Shareholders’ Equity reserve (at December 31%, 2020,
the effect was positive for approximately € 293 thou-
sand before tax effect), allocating them to the Income
Statement in keeping with the hedged item, and there-
fore in part adjusting the revenues earned and in part
adjusting gains/losses on exchange rates connected to
collection of the receivable. The hedges will remain ac-
tive until the receivable being hedged is transformed
into the accounting currency. Because the underlying
hedge is of a commercial nature, the fair value of such
hedges is notincluded in the Group’s Net Financial Po-
sition.

In the case of events that lead to over-hedging, Isagro
has the right to allocate the excess hedging with
respect to the net cash flows estimated for the period
to the following year, whenever these events have an
effect on the Income Statement.

We can note that, at December 31%, 2020, the Parent
Company lIsagro S.p.A. had in being currency swap
transactions in US Dollars of approximately 16 million
dollars and in Brazilian Reais of approximately RS 14
million, against analogous net receivable positions
in the said currencies. Isagro also prepares its Con-
solidated Financial Statements in Euro, so the fluc-
tuations of the exchange rates used to convert the fi-
nancial statement figures of the subsidiaries originally
stated in foreign currency might significantly affect the
Group’s results.

. Interest rate risk management

At December 31%, 2020, the Isagro Group had a posi-

tive Net Financial Position of € 21.4 million, of which

€ 4.2 million deriving from the application of the new

standard IFRS 16 - Leases.

The Parent Company Isagro S.p.A. had a positive Net

Financial Position of € 19.5 million at December 31%,

2020, of which € 3.9 million due to the application of

IFRS 16 and around € 4 million represented by medi-

um/long-term debts, compared to a negative NFP and

medium/long-term debt as at December 31%, 2019 re-

spectively amounting to € 30.4 million and € 30.8 mil-

lion.

During 2020, the Parent Company Isagro S.p.A. gener-

ated, excluding the effects of standard IFRS 16:

o negative operating cash flow of € 6.7 million (that s,
excluding changes in NWC, the effects of the sale of
Fluindapyr and the acquisition of Phoenix-Del S.r.l.,
as well as changes in the NFP linked to IFRS 16);

o cash flow from positive changes in NWC of € 0.8 mil-
lion;

o cash flow deriving from the receipt of the escrow
fund relative to the sale of Isagro Asia of € 3.6 mil-
lion;

o cash flow from the sale of Fluindapyr for a positive
€55.0 million;

o cash flow from the acquisition of Phoenix-Del S.r.l.
for a negative € 3.1 million,

thereby arriving at positive free cash flow for the year

of € 49.6 million. considering this value together with

the decline in IFRS 16 items, totaling € 0.3 million, the

NFP at December 31%, 2020 is down by € 49.9 million

with respect to the figure at December 31°,2019;

o in October it received the second tranche of € 0.2
million for the subsidized loan (out of maximum
total of € 0.6 million) in the context of the tender
“Research and Development projects in the tech-
nological identified by the Horizon 2020 Commu-
nity Framework Program”, from the Fund for Sus-
tainable Growth of the MED (Ministry for Economic
Development) through Banca del Mezzogiorno. In
particular, this loan was granted for the creation
of the Research and Development project entitled
“Defending agricultural production against abiotic
stresses—drought, salinity, heat, cold—using prod-
ucts of natural origin”. The first tranche was issued
in2018.

Note that with an eye to optimizing the cost of debt

and obtaining savings relative to charges associated

with the same, after the sale of the molecule Fluinda-

pyr in October 2020, the Parent Company Isagro S.p.A.

began to repay medium/long term debts in advance,

recording residual debt of € 7.8 million at the end of

2020. Most of these debts are remunerated on the ba-



sis of a fixed spread component, which varies based
on the nature of the various lines, and a variable com-
ponent represented generally by 3-month EURIBOR
(-0.545 at December 31%, 2020), with the exception of
€ 1.5 million which is remunerated at fixed rate.

It is estimated that for each increase of 10 basis points
in the cost of debt applied to financial debt before
cash and cash equivalents, Isagro would have an in-
cremental negative impact on the 2020 Income State-
ment of approximately € 45 thousand, to be consid-
ered non-representative.

Should the expediency of hedging the interest rate risk
be seen with reference to the variable component of
these loans, Isagro would use interest ordinary swap
rate contracts.

These contracts would be set up with a notional value
which partly or fully covers the financial indebtedness
exposed to interest rate fluctuations, with maturity
dates identical to those of the underlying financial
liabilities, so that each movement in the fair value
and/or in the expected cash flows of such contracts
would be offset by a corresponding movement in the
fair value and/or cash flow expected in the underlying
position. These hedges would also be carried out with
a perspective of correspondence with the repayment
schedule of each loan (hedge accounting). As of De-
cember 31%, 2020, there were no floating-rate medi-
um/long-term loan contracts with which specific “in-
terest rate swaps” are associated.

c. Change in raw material prices

This risk is essentially limited to fluctuations in the

price of the commodity copper, fundamental raw ma-

terial in the production of fungicides based on this
metal. The derivative used is the “commodity swap”.

Isagro, in order to manage this risk, puts in place hedg-

es of the needs for copper on the basis of the following

procedure:

o setting sales prices with customers;

o preparation of a production plan and identification
of the approximate terms for the raw material pur-
chase batches for each individual sale and period;

o drawing up a report generated by information sys-
tems and stating, for each individual order and
price, the quantities of equivalent scrap copper and
the relative purchase time frame for raw materials
needed to begin production;

o forward hedging of the quantities required for pro-
cessing the sales order.

Following the introduction of IFRS 9, at the level of ac-

counting presentation, the hedges put in place before

the end of the year are recognized, adjusting the pur-

chases, and proportionally distributed between cost
of sold products and final inventories. With reference
to Continuing Operations, the fair value will lead to a
recognition among “Other Comprehensive Income”,
adding therefore to a Shareholders’ Equity reserve (at
December 31°t, 2020 the effect was positive for approx-
imately € 136 thousand before the tax effect). Because
the underlying hedge is of a commercial nature, the
fair value of such hedges is not included in the Group’s
Net Financial Position.

Nevertheless, the company financial risk management
procedure envisages that the CFO, in agreement with
the CEO, can assess the advisability of departing from
the above-mentioned hedging procedure. At Decem-
ber 31, 2020, the Parent Company Isagro S.p.A. has in
effect forward purchase transactions for 597 tonnes of
copper, of which 534 tonnes maturing within the first
quarter of 2021 and 63 tonnes maturing in the remain-
ing part of the year.

d. Liquidity risk management

The Group’s liquidity is based on a diversification of
the sources of bank financing and on a structural mix
of the credit lines: “commercial or self-liquidating”,
medium/long-term loans and factoring lines and this
in order to be able to use these lines according to the
type of needs.

Note that prior to the receipt of the amount paid for
Fluindapyr, after which a program of early repayment
of existing loans was carried out, Group debt was con-
centrated within the Parent Company lIsagro S.p.A.
and was divided up between various banks, with the
aim of minimizing counterparty risk. Additionally, as
already reported above, gross residual debt (that is
prior to cash and cash equivalents) at December 31%,
2020 amounts to € 7.8 million for the Parent Com-
pany, compared to € 74.5 million at December 31%,
2019. With an eye to optimizing the cost of debt and
obtaining savings relative to charges associated with
the same, after the sale of the molecule Fluindapyr the
Parent Company began to repay medium/long term
debts in advance, recording residual debt of € 7.8 mil-
lion at the end of 2020 and cash of around € 28 million.
From an operating perspective, the Group manages
the liquidity risk by planning on an annual basis, with
a monthly and daily breakdown, the estimated cash
inflows and payments. Based on the results of the fi-
nancial planning, the needs and, consequently, the
resources required for the related hedging are identi-
fied. Furthermore, a “Financial Report” is prepared on
a monthly basis every year. It summarizes the Parent
Company Isagro S.p.A’s final cash flows and prospects

CONSOLIDATED EXPLANATORY NOTES

117



at year end, again monthly. A similar reporting instrument has also been used for the subsidiaries Isagro Brasil Ltda,
Isagro Colombia S.A.S., Isagro Espafia S.L. and Isagro U.S.A., Inc. The following table summarizes the maturity profile
of the Group's liabilities based on the contractual payments not discounted:

Dec. 31st, 2020 On demand <3 months 3-12months 1-5years over 5 years TOTAL
Financial liabilities 319 3,351 2,809 4,815 1,810 13,104
Derivatives - 84 108 - - 192
Trade payables 3,357 9,483 11,366 - - 24,206
Tax payables - - 1,106 - - 1,106
Other liabilities and payables (*) 3,129 - 393 - - 3,522
TOTAL 6,805 12,918 15,782 4,815 1,810 42,130
Dec. 31st, 2019 On demand <3 months 3-12 months 1-5years over 5 years TOTAL
Financial liabilities 15,612 12,674 23,731 31,325 2,138 85,480
Derivatives - 26 47 84 - 157
Trade payables 4,958 9,463 11,722 - - 26,143
Tax payables - - 109 - - 109
Other liabilities and payables (*) 3,221 - 468 - - 3,689
TOTAL 23,791 22,163 36,077 31,409 2,138 115,578

(*) excluding deferred income and guarantee deposits

At December 31%, 2020, the parent Isagro S.p.A. had over e. Capital management

€ 60 million in various types of unused bank credit facil- The Group's goal is to guarantee a sound credit rating
ities. in order to access bank credit on favorable economic
terms. It is the policy of the Group, therefore, to have
ongoing contacts with all the financial institutions, in
order to convey the information (always within the
limits established for listed companies) necessary for
them to better understand the type of business and
the peculiar market situations existing.

'
R
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f. Credit risk management
In order to limit certain customer/country risks, letter

of credit, insurance coverage, factoring on a non-re-
course basis or financial discounts for advance pay-
ments are used. To present the risk of trade receiv-
ables in the financial statements as well as possible
and according to what is provided for in the account-
ing standard IFRS 9, in force since January 1%, 2018, Is-
agro determines the impairment of receivables on the
basis of the principle of the expected credit loss. Un-
like in the incurred losses model, provided for in the
former IAS 39, it is no longer necessary for an event to
occur before credit losses can be recognized; the new
standard specifies, in fact, that impairment must be
recognized considering the entire life of the receivable
(12 months), using forward-looking logic.

On the basis of the above, the Parent Company
Isagro S.p.A. has determined a “provision matrix” that




identifies the probabilities of default—determined

with reference to the average losses of the three past

years (default rate base)—to which is added the for-
ward-looking factor, that is a risk percentage that re-
flects the prospective probabilities of default.

This provision matrix is then applied to the aging of

the receivables, constructed by maturity band and by

geographical area (including also invoices to be issued
and net of the cut-offs for the fiscal year).

In addition to the above, specific analyses are carried

out to determine the impairment losses for the follow-

ing types of receivable:

o receivables in litigation and/or already completely
written off;

o positions with a specific risk profile;

o otherreceivables;

o receivables deriving from M/L Agreements (for this
type of receivable, the risk factor is considered in
the discounting rate applied to the various con-
tracts and reviewed in the event of a change in the
debtor’s payment profile).

Isagro’s policy establishes that this provision matrix
is updated every year, at the end of the year, always
taking into consideration, with regards to the default
rate base, the average of the three previous years and,
with regards to the default rate forward looking, a risk
percentage that reflects the probability of prospective
default (source: Bloomberg and Moody’s).

As regards the other Group companies, the policy

states that the impairment percentages deriving from

the provision matrix determined for the Parent Compa-
ny Isagro S.p.A. must be applied also to the receivables
of the subsidiaries taking as a reference the rates cor-
responding to the geographical areas they belong to.

Final figures at December 31%, 2020, as well as those

for January-February 2021, suggest that the Covid-19

pandemic did not create any significant effects during

2020, both in terms of economic results and in terms

of financial forecasts (the latter in particular with ref-

erence to amounts collected from customers and bank
financing).

The table below shows the maximum exposure of the

Group to credit risk:

Dec. 31t, Dec. 31,
2020 2019
Trade receivables 23,871 27,227
Other a§sets and rec.elvables 4,550 10,090
(excluding deferred income)
Tax receivables 385 1,205
Financial assets 2,778 2,700
Cash (excluding cash on hand) 31,885 46,571
63,469 87,793
Guarantees granted to third parties
Total credit risk 63,469 87,793

g. Changes in weather conditions and climate change

The use of agrochemicals is influenced by a high
number of factors, including the important role held
by weather conditions such as humidity, rainfall, and
temperature. Today, the Group's policy is to diversi-
fy the markets in which it operates, in order to cover
as many markets as possible in both hemispheres. In
practice the Group operates in more than 70 coun-
tries, either directly (with its own sales networks) or
indirectly, through local distributors, in order to mini-
mize the impact of particular weather situations which
characterize certain regions/continents. Nevertheless,
drought or excess rain conditions extraordinarily af-
fecting several continents/countries at the same time
can strongly influence the Group's profitability. More
specifically, given the composition of the Group's
sales, the weather conditions in Europe (and in partic-
ularin Italy), the United States, Brazil and Asia play an
important role.

Lastly, with reference to climate change, the Group
monitors changes in the general context and seeks to
mitigate their impact by covering a greater number of
geographical segments, so as to have, where possible,
a mitigation of such effects.

Weather conditions that are detrimental to the con-
sumption of agrochemicals (especially fungicides, a
segment in which Isagro is specifically focused) arising
in one or several markets and which are quantitatively
significant for Isagro in terms of total turnover, includ-
ing Italy, Brazil, and the United States, could have sig-
nificant impacts on the economic and financial results
of the Group.

Agrochemicals are subject to the risk of bans (includ-
ing in the form of failing to re-register) or limitations to
use (in terms of volumes of active ingredient that can
be used per farming season and/or number of applica-
tions permitted). With reference to Isagro and to the
Group's product portfolio, the above can have direct
or indirect effects. Direct effects can include exclusion
from the list of active ingredients that can be marketed
in the various countries containing molecules market-
ed by the Group, or limitations to use as mentioned
above. In this sense, we are waiting for a decision from
the European Union on the re-registration in particu-
lar of the active ingredient Tetraconazole, while limita-
tions have already been seen on the market in terms
of volumes for copper-based products, the effects of
which are already included in the estimates made by
Isagro in the future results used in the Consolidated
Plan. Indirect effects can include bans or limitations
on the use of active ingredients used by Isagro in com-
pounds with proprietary products, such as Chloroth-
alonil or Thiophanate-methyl. To that end, note that
Isagro has already made the relative provisions/write-
downs, based on the information currently available.
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It should again be noted that starting in the second
half of 2019 and throughout 2020, Isagro worked ac-
tively to implement its new business model, which is
now operational if not yet fully complete, which calls
for a specific focus on developing market positions
and products/formulations relative to Bio-Copper (i.e.
of organic/natural and copper origin, the latter falling
in the category of inorganic chemicals) in a situation
which sees ever increasing growth in demand for
food/products certified as “bio”.

Also note that Isagro has not yet assessed the risks and
opportunities linked to climate change in terms of the
scientific objectives to reduce greenhouse gases in
line with the Paris Agreement. Therefore, consequenc-
es in terms of investments, costs and other impacts
on cash flow were not considered when preparing the
Consolidated Plan.

. Cyber risk

The Group is exposed to the risk of a cyber-attack
causing a significant interruption to operating activi-
ties, loss, theft or wrongful appropriation of sensitive
data, breach or counterfeiting of company emails and/
or the breach of existing privacy laws, with the conse-
quent negative effects of both an economic and repu-
tational nature.

Isagro's ICT infrastructure is continually kept up to
date based on the requirements arising from swift
technological evolution. Therefore, considering that
the proper functioning of ICT is a critical aspect for
its business continuity, Isagro has initiated a gradual
project across the various company systems to as-
sess threats and the level of resistance of the existing
protection systems against cyber-attacks, and acts to
remedy potential faults encountered.

Though the Group has adopted rigid protocols to pro-
tect the data acquired during its operations and re-
garding the protection of information and privacy, it
cannot be overlooked that the occurrence of one or
several of the above risks would have negative con-
sequences on business and on the Group's economic,
capital, and financial situations, economic results, and
prospects. To that end, note that in the first ten days of
May 2020 the fully controlled subsidiary Isagro Espafia
was the victim of “phishing”, which led the company to
pay around € 871 thousand unnecessarily to a limited
liability company with its registered office and current
account in Hong Kong, without any involvement for
the Parent Company Isagro S.p.A. This fraud, which oc-
curred due to local non-compliance with procedures/

signatory powers and not a breach of the IT systems,
was promptly communicated to the relevant author-
ities. The Isagro Group also promptly implemented a
series of actions to recover the amounts, starting on
the morning immediately after the fraud was identi-
fied, including making formal complaints to public
safety authorities in Spain and Hong Kong and involv-
ing internationally respected attorneys in Italy, Spain
and Hong Kong. Additionally, activities were imple-
mented to:
o verify the security of Isagro’s IT systems, which were
found to not have been breached;
o amend payment procedures and revise signature
limits granted to local management;
o analyze and revise signatory powers for other for-
eign companies of the Group.

After these activities, Isagro achieved the following re-
sults:

a. the currentaccountin which the relative sums were
deposited was initially flagged and then shortly
thereafter blocked by the legal authorities in Hong
Kong, in cooperation with the banking institution in
Hong Kong with which the authors of the fraud had
opened the account. The bank confirmed on May
21%, 2020 that the funds involved in the fraud were
still deposited in the account in question;

b. the High Court of the Hong Kong Special Adminis-
trative Region issued a Final Judgment on July 14,
2020, ordering reimbursement of the sums in ques-
tion to Isagro.

The sums involved in the fraud were returned to the

Spanish subsidiary on November 25, 2020, minus or-

dinary associated bank fees.

Risks connected to the Covid-19 health emergency.
With reference to the ongoing Covid-19 health emer-

gency and the risks linked to the same, please see the
details provided in the section “Significant events in
2020” in the Report on Operations and that found in
this document in the section “Basis of Presentation”
as well as the relative references found in the same
section.

46. Significant non-recurring events and transactions
Significant non-recurring events in 2020, as required by
the CONSOB communication of July 28™, 2006, are illus-
trated in note 27A, to which the reader is referred.

The table below shows the effects of these transactions
on the economic results and cash flows of the Isagro
Group in 2020.



Gross effect in Correlated Net effectin Correlated cash flow (net of
Income Statement tax effect Income Statement VAT and before taxes)
Year 2020
Other non-recurring operating revenues: 30,331 (8,008) 22,323 54,907
- sale of Fluindapyr intangible assets
TOTAL 30,331 (8,008) 22,323 54,907

No significant non-recurring transactions were carried
out during 2019.

47. Transactions resulting from atypical and/or un-
usual operations

Pursuant to CONSOB Communication dated July 28,
2006, it is specified that, in 2020, the Group did not carry
out any atypical and/or unusual operations, i.e. opera-
tions which, due to the significance, nature of the coun-
terparties, subject of the transaction, pricing procedures
and timing of the event, may raise doubts about the
accuracy of the information contained in the Financial
Statements, the conflict of interest, the protection of the
company's assets, or the safeguarding of non-controlling
shareholders.

48. Events subsequent to December 31st, 2020

A. ADDITIONAL AMOUNT COLLECTED FROM ESCROW FUND
FOR ISAGRO ASIA SALE
In January 2021, HSBC India paid the Parent Company
Isagro S.p.A. an additional € 43 thousand relative to
adjustments in the sale price of Isagro Asia (“true-up
adjustments”).

B. 2018-2021 RETENTION AND INCENTIVE PLAN
With regards to the 2018-2021 Retention and Incentive
Plan approved by the Isagro S.p.A. Board of Directors
on April 29'", 2018, during the initial months of 2021 an
additional 61,250 Growth Shares were assigned, for a
total of 243,750 Growth Shares assigned.

C. RECLASSIFICATION OF FUMIGANT IN US

On February 2", 2021, the Environmental Protection
Agency (EPA) provided notification that it had reclas-
sified the Isagro Fumigant, transferring it from Bio-
pesticides and Pollution Prevention Division (BPPD) to
Registration Division (RD) and Pesticide Reevaluation
Division (PRD), as a result of the chemical reclassifica-
tion based on new information, which indicated that
two criteria for classification as a biofumigant by the
EPA were not met (minimum toxicity for the environ-
ment and humans and non-toxic mechanism of ac-
tion).

. ISAGRO RESEARCH CENTER NAMED FOR PROFESSOR

RENATO UGO

On February 18™, 2021, in the context of a ceremony
carried out at the Isagro Research Center in Novara, in
full compliance with regulations to limit the Covid-19
pandemic, a plaque was unveiled dedicated to the
memory of the professor Renato Ugo, who recently
passed on. Additionally, from this point on, the Isagro
Research Center will be named after this illustrious
Italian scientist, who received the Gold Medal from the
National Academy of Science.

. ESEF FINANCIAL STATEMENTS - EXTENSION ON 2021

EFFICACY

The so-called “Transparency Directive” (Directive EC
2004/109) establishes a requirement to publish the
entirety of the documents which make up the annual
financial statements (draft financial statements, Con-
solidated Financial Statements, report on operations,
CEO and Financial Reporting Manager certificate of
compliance) prepared by listed companies in a single
digital format. To implement this provision, the Eu-
ropean Commission Delegated Regulation 2018/815
(ESEF Regulation) established the requirement to
prepare these annual financial statements in XHT-
ML format, identifying certain information within the
Consolidated Financial Statements with online XBRL
specifications.

This new type of digital publication was to have be-
come obligatory for annual financial reports contain-
ing financial statements for financial years beginning
on or after January 1%, 2020 (see article 4, paragraph
7, Transparency Directive). For issuers with financial
years corresponding with the calendar year, an issuer
was to publish their annual financial report in the new
format starting with those for the financial year going
from January 1%, 2020 to December 31%t, 2020.

In consideration of the difficulties experienced by busi-
nesses due to the crisis associated with the Covid-19
pandemic, the European Parliament and Council ap-
proved, in mid-February 2021, an amendment to the
Transparency Directive, which allows members states
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to postpone the requirement to publish financial re-
ports using the above single European format.
Domestically, Law 21 of February 26, 2021, published
in the Official Journal on March 1%, 2021, to make use
of the above extension, established that the provisions
of the ESEF Regulation will apply to financial reports
relative to financial years beginning as of January 1%,
2021.

Therefore, financial reports for financial years ending
on December 31%, 2020 do not need to be published
in compliance with the provisions of the ESEF Regula-
tion, other than on a voluntary basis. Isagro opted to
make use of the extension.

. BINDING AGREEMENT TO SELL PIEMME SHARES

On March 6™, 2021 the Shareholders (“Sellers”) of
Piemme S.r.l., an indirect controlling shareholder of
Isagro S.p.A., signed a binding agreement to sell all
their shares of Piemme, equal to 99.9% of the share
capital, to Gowan Company LLC a related party
(“Gowan”) (the “Operation”).

Following the completion of the Operation, Gowan will
hold all the share capital of Piemme, which olds 51%
of the share capital of Holdisa S.r.l. (“Holdisa”), which
in turn controls Isagro, holding 53.7% of the relative
Ordinary Shares. The remaining 49% of Holdisa share
capital was already held by Gowan. In the context of
the Operation, Gowan will also acquire 1,737,596 Isa-
gro Growth Shares owned by the Sellers, which repre-
sent 12.3% of outstanding Growth Shares. Holdisa in
turn holds 3.3% of the Growth Shares.

After the Closing of the Operation, Gowan will acquire
control over Piemme and Holdisa and, consequently,
will issue a mandatory public offer, pursuant to article
106 of Italian Legislative Decree 58/1998 and article 45
of CONSOB Regulation 11971/1999, to acquire all the
Ordinary Shares of Isagro, which Holdisa is not yet the
owner of (“MTO”). The shares relative to the MTO will
also include Ordinary Shares deriving from the con-
version of outstanding Growth Shares. Based on the
Isagro By-Laws, the conversion of Growth Shares to
Ordinary Shares, at a one-to-one ratio, will give rise to
publication of the statement pursuant to article 102,
paragraph 1, Legislative Decree 58/1998.

The Closing of the Operation is subordinate to the fol-
lowing conditions precedent being met: (i) the receipt
of any needed authorizations from relevant regulatory
authorities for antitrust purposes and “golden pow-
er” regulations, (ii) the elimination of existing rela-
tionships between Isagro and its subsidiaries, on one
hand, and any entity located in countries or regions
(including Cuba) in which a US entity cannot conduct
business pursuant to applicable regulations, on the
other hand.

Subordinate to the verification or renunciation of the
above suspensive conditions, it is expected that the
closing of the Operation will occur within the first half
of 2021 and the MTO will be completed by the third
quarter of 2021. The MTO price will be € 2.76 for each
ordinary Isagro share (the “MTO Price”), which corre-
sponds to the implicit value per Isagro share calculat-
ed on the basis of the fee to be paid by Gowan to the
Sellers to acquire the Piemme shares and equal to a
total of € 18,961,593. Piemme and Holdisa do not have
other assets other than equity investments indicated.
Therefore, the payments for the Piemme shares were
determined on the basis of the value of Isagro, after
deducting the net debt of Piemme and Holdisa.
The Operation values Isagro’s equity at € 106.9 million.
With reference to the Ordinary Isagro Shares, the MTO
Price represents a 118% premium with respect to
the relative official trading price on March 5%, 2021
(the last trading day prior to the announcement of
the offer), a 143% premium with respect to the aver-
age official trading price during the last quarter and
a 149% premium with respect to the average official
trading price in the last six months. With reference to
the Growth Shares, the MTO price represents a 133%
premium with respect to the relative official trading
price on March 5%, 2021 (the last trading day prior to
the announcement of the offer), a 180% premium with
respect to the average official trading price during the
last quarter and a 203% premium with respect to the
average official trading price in the last six months.
The objective of the Operation is to integrate Isagro
within the Gowan Group as well as delisting the com-

pany.

. MERGER BY INCORPORATION OF PHOENIX-DEL S.R.L. IN

ISAGRO S.PA.

On March 16™,2021 the Isagro S.p.A. Board of Directors
resolved to approve the project to merge the full sub-
sidiary Phoenix-Del S.r.l. in Isagro S.p.A. with account-
ing and tax effects as of January 1%, 2021. Statutory ef-
fects will take effect, pursuant to article 2504-bis of the
Civil Code, on the date the last entries of the merger by
incorporation are made with the Business Registries of
Padua and Milan. A parallel resolution was also made
by the Board of Directors of Phoenix-Del S.r.l. on March
15, 2021.



49, Comments on the Stock Market value of Isagro

shares

As already reported in the Report on Operations, with

reference to the prices of Ordinary Shares and Growth

Shares of Isagro on the "ST.A.R." segment of the Stock

Market managed by Borsa Italiana S.p.A., it should be

highlighted that after the announcement of the Agree-

ment between Gowan and Piemme (commented on in
the previous section):

1. the market value of Isagro came close to the theo-
retic value of the MTO (the latter represented by the
Group’s fair value);

2. the price difference between Ordinary and Growth
Shares was canceled, in line with that supported
the Group.

50. Disclosure of independent auditing remuneration
In accordance with the provisions of art. 38, paragraph
1, letter o-septies) of Italian Legislative Decree 127/1991,
the table below illustrates the remuneration for auditing
and any other non-audit services provided by Deloitte &
Touche S.p.A., and by their partnerindependent auditors,
for the Parent Company Isagro S.p.A. and its subsidiaries.

Party Remuneration

Type. ] providing the Recipient (in thousands
service .
service of euro)
Parent company 142
Italian
i) Deloitte & T 22
subsidiaries
Touche S.p.A. Hbsidiart
Auditing Foreign 39
Services subsidiaries
ii) Deloitte Foreign
SLCTE subsiiiaries 49
Network
. i) Deloitte &
Other services Touche S.p.A. Parent company 26

Note that the appointment given to the Auditing Firm,
appointed on April 26", 2012, will expire as of the approv-
al of the financial statements at December 31%, 2020.

51. Transparency of public disbursements under the
terms of Art.1, paragraphs 125-129 of Italian Law no.
124/2017

In relation to State aid and/or “de minimis” aid received
by the Parent Company Isagro S.p.A. and the subsidiary
Phoenix-Del S.r.l., we refer you expressly to what is con-
tained and published in the context of the National State
Aid Register.

52. List of the international accounting standards ap-
proved by the European Commission as of the date of
preparation of the Financial Statements

International Accounting Standards Endorsement regulation
707/2004-2236/2004-2237/2004-2238/2004-211/2005-
IFRS 1 First-time Adoption of International Financial 1751/2005-1864/2005-1910/2005-108/2006-69/2009-
Reporting Standards (IFRS) 1136/2009-662/2010-574/2010-149/2011-1255/2012-
301/2013-1361/2014-182/2018
211/2005-1261/2008-243/2010-244/2010-28/2015-
IFRS 2 Share-Based Payment 289/2018-2075/2019
. . 2236/2004-495/2009-149/2011-1361/2014-28/2015-
IFRS 3 Business Combinations 412/2019-2075/2019-551/2020
IFRS 4 Insurance Contracts 2236/2004-108/2006-1165/2009-1988/2017-2097/2020-
25/2021
IFRS 5 Non-currentAssets Held for Sale and Discon- 3¢ 04 70/2009-243/2010-2343/2015
tinued Operations
IFRS 6 Exploration for and Evaluation of Mineral 1910/2005-108/2006-2075/2019
Resources
) . . 108/2006-1165/2009-574/2010-149/2011-1205/2011-
IFRS 7 Financial Instruments: Disclosures 1256/2012-2343/2015-34/2020-25/2021
IFRS 8 Operating Segments 1358/2007-632/2010-243/2010-28/2015
IFRS 9 Financial Instruments 2067/2016-2395/2017-498/2018-34/2020-25/2021
IFRS 10 Consolidated Financial Statements 1254/2012-313/2013-1174/2013-1703/2016
IFRS 11 Joint Arrangements 1254/2012-313/2013-2173/2015-412/2019
IFRS 12 Disclosure of Interests in Other Entities 1254/2012-313/2013-1174/2013-1703/2016-182/2018
IFRS 13 Fair Value Measurement 1255/2012-1361/2014-28/2015
IFRS 15 Revenue from Contracts with Customers 1905/2016-1987/2017
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International Accounting Standards

Endorsement regulation

IFRS 16 Leases 1986/2017-1434/2020-25/2021
2236/2004-2238/2004-1910/2005-108/2006-1274/2008-
IAS 1 Presentation of Financial Statements 53/2009-70/2009-243/2010-149/2011-475/2012-301/2013-
2406/2015-2075/2019
IAS 2 Inventories 2238/2004
IAS 7 Cash-Flow Statement 1725/2003-2238/2004-243/2010-1990/2017
IAS 8 Acc.ountmg Policies, Changes in Accounting 2238/2004-70/2009-2075/2019
Estimates and Errors
IAS 10 Events After the Reporting Period 2236/2004-2238/2004-70/2009
IAS 11 Construction Contracts 1725/2003
1725/2003-2236/2004-2238/2004-211/2005-1255/2012-
IAS 12 Income Taxes 1989/2017-412/2019
IAS 14 Segment Reporting 1725/2003-2236/2004-2238/2004-108/2006
. 2236/2004-2238/2004-211/2005-1910/2005-70/2009-
IAS 16 Tangible assets 301/2013-28/2015-2113/2015-2231/2015
IAS 17 Leases 2236/2004-2238/2004-108/2006-243/2010
IAS 18 Revenues 1725/2003-2236/2004
X 1725/2003-2236/2004-2238/2004-211/2005-1910/2005-
AS 19 Employee Benefits 70/2009-475/2012-29/2015-2343/2015-402/2019
IAS 20 Accounting for GovernmenFGrants and Dis- 1725/2003-2238/2004-70/2009
closure of Government Assistance
IAS 21 The Effects of Changes in Foreign Exchange 2238/2004-149/2011
Rates
IAS 23 Borrowing Costs 1725/2003-2238/2004-1260/2008-70/2009-412/2019
IAS 24 Related Party Disclosures 2238/2004-1910/2005-632/2010-28/2015
IAS % Accou.ntlng and Reporting by Retirement 1725/2003
Benefit Plans
. . 2236/2004-2238/2004-69/2009-70/2009-494/2009-
s 27 Separate Financial Statements 149/2011-1254/2012-1174/2013-2441/2015
. . . 2236/2004-2238/2004-70/2009-149/2011-1254/2012-
IAS 28 Investments in Associates and Joint Ventures 1703/2016-182/2018-237/2019
IAS 29 Fmanaa.l Reporting in Hyperinflationary 1725/2003-2238/2004-70/2009
Economies
IAS 31 Interests In Joint Ventures 2236/2004-2238/2004-70/2009-149/2011-1254/2012
2236/2004-2237/2004-2238/2004-211/2005-1864/2005-
IAS 32 Financial Instruments: Presentation 108/2006-53/2009-1293/2009-149/2011-1256/2012-
301/2013
IAS 33 Earnings Per Share 2236/2004-2238/2004-211/2005-108/2006
. . . . 1725/2003-2236/2004-2238/2004-70/2009-149/2011-
IAS 34 Interim Financial Reporting 301/2013-2343/2015-2075/2019
IAS 36 Impairment of Assets 2236/2004-2238/2004-70/2009-243/2010-1374/2013
IAS 37 Provisions, Contingent Liabilities and Contin- 1725/2003-2236/2004-2238/2004-2075/2019
gent Assets
. 2236/2004-2238/2004-211/2005-1910/2005-70/2009-
IAS 38 Intangible Assets 243/2010-28/2015-2231/2015-2075/2019
707/2004-2086/2004-2236/2004-211/2005-1751/2005-
IAS 39 Financial Instruments: Recognition and 1864/2005-1910/2005-2106/2005-108/2006-70/2009-
Measurement 1171/2009-243/2010-149/2011-1375/2013-34/2020-
25/2021
IAS 40 Investment Property 2236/2004-2238/2004-70/2009-1361/2014-400/2018
IAS 41 Agriculture 1725/2003-2236/2004-2238/2004-70/2009-2113/2015




Interpretations

Endorsement regulation

Changes in Existing Decommissioning, Resto-

IFRIC ! ration and Similar Liabilities 22317/2004

IFRIC ) Menjlbers Shares in Co-operative Entities and 1073/2005
Similar Instruments

IFRIC 4 De.termlnlng Whether an Arrangement Con- 1910/2005
tains a Lease
Rights to Interests arising from Decommis-

IFRIC 5 sioning, Restoration and Environmental 1910/2005
Rehabilitation Funds
Liabilities Arising from Participating in a Spe-

IFRIC 6 cific Market - Waste Electrical and Electronic ~ 108/2006
Equipment
Applying the Restatement Approach under

IFRIC 7 IAS 29 Financial Reporting in Hyperinflation- ~ 708/2006
ary Economies

IFRIC 8 Scope of IFRS 2 1329/2006

IFRIC 9 Reassessment of Embedded Derivatives 1329/2006-1171/2009-243/2010

IFRIC 10 Interim Financial Reporting and Impairment ~ 610/2007

IFRIC 1 IFRsz-Group and Treasury Share Transac- 611/2007
tions

IFRIC 12 Service Concession Arrangements 254/2009-2075/2019

IFRIC 13 Customer Loyalty Programs 1262/2008-149/2011
IAS 19 - The Limit on a Defined Benefit Asset,

IFRIC 14 Minimum Funding Requirements and their 1263/2008-633/2010-475/2012
Interaction

IFRIC 15 Agreements for the Construction of Real 636/2009
Estate

IFRIC 16 Hedge§ of a Net Investment in a Foreign 460/2009-243/2010
Operation

IFRIC 17 Distribution of Non-Cash Assets to Owners 1142/2009

IFRIC 18 Transfers of Assets from Customers 1164/2009

IFRIC 19 Extinguishing Financial Liabilities with Equity 662/2010-2075/2019
Instruments

IFRIC 20 Stripping onsts in the Production Phase of a 1255/2012-2075/2019
Surface Mine

IFRIC 21 Levies 634/2014

IFRIC 2 Forelgn Currency Transactions and Advance 519/2018-2075/2019
Consideration

IFRIC 23 Uncertainty over Income Tax Treatments 1595/2018

SIC 7 Introduction of the Euro 1725/2003-2238/2004

SIC 10 Governmgnt Asgs_tzfnce - No Specific Relation 1725/2003
to Operating Activities

SIC 12 Consolidation - Special Purpose Entities 1725/2003-2238/2004-1751/2005-1254/2012

siC 13 Jomtly antrolled Entities - Non-Monetary 1725/2003-2238/2004-1254/2012
Contributions by Venturers

SIC 15 Operating Leases - Incentives 1725/2003

sic 25 Income Ta>.<es - C.hanges in the Tax Status of 1725/2003-2238/2004
an Enterprise or its Shareholders

siC 27 Evalua.tlng the Substance of Transactions 1725/2003-2238/2004
Involving the Legal Form of a Lease

sic 29 Service Concession Arrangements: Disclo- 1725/2003
sures

sic 31 Revengg - BarterTransacUons Involving 1725/2003-2238/2004
Advertising Services

SIC 32 Intangible Assets - Web Site Costs 1725/2003-2236/2004-2238/2004-2075/2019
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53. Isagro Group companies

Pursuant to CONSOB Resolution no. 11971 of May 14%™,
1999, as amended (article 126 of the Regulation), the Is-
agro Group companies and equity-accounted investees
are listed below. The list includes all the companies op-
erating:) in the crop protection products industry, bro-
ken down by consolidation method. The following are
also shown -or each company: corporate name, business

description, registered office, country of incorporation
and share capital denominated in the original currency.
Furthermore, the list also shows the Group's consoli-
dated share, as well as the ownership interest held by
Isagro S.p.A. or any other subsidiaries. The percentage of
voting rights in the various Ordinary Shareholders' meet-
ings coincides with the ownership interest.

. - Registered Share Consolidated Investing Investment

Corporate name and business description . Country . Currency % share of .

offices capital companies %

the Group

Holding company
Parent company
Isagro S.p.A.
(R&D, production, Milan Italy 24,961,207.65 EUR - - -
marketing of agrochemical products)
Subsidiaries consolidated using the line-by-line method
Isagro Agrosolutions Kenya Limited
(Management of the registration of agrochemical ~ Nairobi Kenya 1,000,000 KES 100% Isagro S.p.A. 100%
products and commercial development)
Isagro Argentina Ltd. Buenos Isagro S.p.A. 95%
(Management of the registration of agrochemical Aires Argentina 11,053,595 ARS 100% Isagro Espafia 5%
products and commercial development) S.L.
Isagro Australia Pty Ltd.
(Management of the registration of crop Sydney Australia 475,000 AUD 100% Isagro S.p.A. 100%
protection products)
Isagro Brasil Ltda Isagro S.p.A. 99%
(Management of the registration of agrochemical ~ Sdo Paulo Brazil 1,307,210 BRL 100% Isagro Espafia 106
products and commercial development) S.L.
Isagro Chile Ltda Isagro S.p.A. 90%
(Management of the registration of agrochemical ~ Santiago Chile 43,987,670 CLP 100% Isagro Espafia 10%
products and commercial development) S.L.
'(SD‘;ES?bCUOtlig?zZZ’rﬁ'csh'emical oroducts) Bogotd  Colombia 2,000,000,100  COP 100% Isagro S.p.A. 100%
Isagro Espafia S.L.
(Development and distribution of agrochemical Madrid Spain 120,200 EUR 100% Isagro S.p.A. 100%
products)
Isagro Mexicana S.A. de C.V. Isagro S.p.A. 90%
(Management of the registration of agrochemical Mexico City =~ Mexico 1,850,000 MXN 100% Isagro U.S.A,, 10%
products and commercial development) Inc.
Isagro Shanghai Co. Ltd. People's
(Management of the registration of agrochemical ~ Shanghai  Republic 235,000 usb 100% Isagro S.p.A. 100%
products and commercial development) of China
Isagro Singapore Pte Ltd.
(Management of the registration of agrochemical ~ Singapore  Singapore 300,000 EUR 100% Isagro S.p.A. 100%
products and commercial development)
Isagro South Africa Pty Ltd. Republic
(Management of the registration of agrochemical =~ Scottburgh  of South 1,071,000 ZAR 100% Isagro S.p.A. 100%
products and commercial development) Africa
Isagro U.S.A., Inc. United
(Development, production, Wilmington States 8,720,601 usb 100% Isagro S.p.A. 100%
marketing of agrochemical products)
Isagro Vietnam Company Limited Ho Chi
(Management of the registration of agrochemical Minh City Vietnam  1,113,750,000 VND 100% Isagro S.p.A. 100%
products and commercial development)
z)hl‘s’:}?t')t t[i)sﬁfr'ggmchemical products) Padua Italy 10,000 EUR 100% Isagro S.p.A. 100%
Other companies
?ggr;ig;g;;'znrzilsé&tr genetics) Naples Italy 328,734 EUR 100% Isagro S.p.A. 100%

Milan, March 16%", 2021

for The Board of Directors

Giorgio Basile
(Chairman and Chief Executive Officer)
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Certification of the consolidated financial statements pursuant to art. 81-ter of Consob

Regulation no. 11971 of May 14, 1999, as subsequently amended and supplemented

1. The undersigned, Giorgio Basile, Isagro S.p.A. Chainnan and Chief Executive Officer, and
Ruggero Gambini, Manager in charge of prepaning corporate financial reports, hereby certify,
having also taken into account the provisions of art. 154-bis, subparagraphs 3 and 4, of the Italian
Legislative Decree no. 58 of February 24, 1998:

e the adequacy in relation to the characteristics of the firm and
e the effective application
of the administrative and accounting procedures for the preparation of the consolidated financial
statements in 2020.
In this respect no significant matters arose.
It is also certified that:
3.1 the consolidated financial statements of Isagro S.p.A. as of December 31, 2020:

a) were prepared in accordance with applicable international accounting standards as
recognised by the European Community pursuant to European Parliament and of the Council
Regulation EC no. 1606/2002 of 19 July 2002;

b) correspond to the results documented in the books and accounting records;

¢) is able 1o provide a truthful and correct representation of the economic and financial position
of the issuer and of all the companies included in the scope of consolidation;

3.2 the report on operation includes a reliable analysis of the performance and the operating result,
as well as the position of the issuer and of all the companies included in the scope of consolidation,

together with a description of the main risks and uncertainties they are exposed to.

Milan, March 16, 2021

Chairman and Chief Executive Officer Manager in charge of preparing
< ¢ ‘ corporate financial reports
4 =
< HraT
/’ (Giorgio Basile)
W I B0 st aom
@ ISAGRO SpA. - societd diretta £ coordinata dy Holdisa 5.t
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