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Sustainability Requirements for Companies — Key Topics

Companies are confronted with a multitude of ecological, social and economic challenges. Only through sustainable and collective
action can these global challenges be solved.

Environmental Protection Human Rights & Labor Standards Ethics & Anti-Corruption Further information

The UN Sustainable

* Energy consumption & greenhouse gas Employee Health & Safety Corruption (bribes and kickbacks) Development Goals (SDGs)
emissions (occupational health & safety) «  Anti-competitive practices framework is designed to

* Water management and wastewater *  Working hours & conditions «  Conflicts of interest, gifts, hospitality and address sustainability
treatment  Salaries & benefits invitations challenges globally. )

* Biodiversity *  Freedom of association and collective » Responsible information & data ) 'Srhe UNGC/ BSR §upply Chain

. . o ustainability Guide

* Air pollution bargaining management describes how sustainability

* Toxic substances, chemicals and waste * Career management & training challenges are addressed

* Raw material use & circular economy * Forced labor, child labor & human through procurement

* Recyclability and handling of end-of-life trafficking
products * Diversity, non-discrimination & inclusion

e Customer health and safety

Sustainable Procurement & Supply Chains

* Environmental practices of suppliers and value chain partners
* Social practices of suppliers and value chain partners
* Ethical practices of suppliers and value chain partners

Sources: lllustration by denkstatt, based on UNGC / BSR (2015) and EcoVadis.


https://www.bundesregierung.de/breg-de/themen/nachhaltigkeitspolitik/nachhaltigkeitsziele-verstaendlich-erklaert-232174
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fsupply_chain%2FSupplyChainRep_spread.pdf

The scope of GHG Protocol

Helps companies is establishing the Corporate carbon Footprint.
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Significant values of GHG emissions in
the value chain (Scope 3)

Supply chain
emissions are

11.4x higher

than operational
emissions.

Reported by 8,033 suppliers
through CDP in 2020.

Upstream emissions: scope 3 emissions are on average 11.4 times higher than operational emissions
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Sustainability Requirements for Companies — Trends & Developments

The awareness for sustainability, the demand for sustainable products, solutions and financial instruments as well as the number and scope of

regulatory frameworks are steadily increasing.

Expected increase in global *
investments with ESG mandate 3 O%
of all German Start-Ups are

attributed to the Green
Economy

433%
untlul/IEOﬁG* g;

*comp.2018 *7021

Worldwide over

26% 250

voluntary sustainability standards in

of the younger generation*
boycotts brands due to lack of 1 94

SUStainability countries and in

15

*16-26 Jahre sectors

Further information
0 * Analysis of current

5 O A) sustainability trends by

Sustainability (2020)

e Survey on sustainable
consumer behavior in
Germany by EY (2020)

of Germans

have adjusted their
consumption behavior for
reasons of sustainability

‘2

In 2020* sustainable
investments in Germany grew

25%

335 bn. €

*comp. 2019

Sources: German government (2021), 11ISD (2020), Borderstep Institute for Innovation and Sustainability (2021), Statista (2021), FNG (2021), UNCTAD (2020).


https://www.sustainability.com/globalassets/sustainability.com/thinking/pdfs/sustainability-annual-trends-2020-1.pdf
https://assets.ey.com/content/dam/ey-sites/ey-com/de_de/news/2020/05/ey-nachhaltiger-konsum-2020.pdf
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The Procurement Function as a Multiplier for Sustainability

Sustainable procurement is a multiplier, which shapes the value creation of a company and its numerous suppliers, and can thus make a significant
contribution to environment and society.

Further information

* According to ClimatePartner,
up to 80% of CO2 emissions

Raw material extraction Company operations . . ies i
. / VISR . / Market / clients End-user / end-of-life usage are caused by companies in
further processing value creation the process of procurement

(BME 2019)
* Direct influence on supplier * Alignment with demand * Consideration of market * Contribution to resource- Further references
selection owners for demand planning requirements in the efficient products by taking
. T procurement of demand life cycle costs into * WEF(2015)
e Supplier development through * Contribution in product derati «  ICLEI (2016)
collaboration and (co-) development / design * Proactive shaping of demand consideration . BME (2019)
innovation - Alignment on product by searching for sustainable * Consideration of circular
- Contribution to product design specifications product alternatives economy criteria in product
selection
¢ Indirect influence on the * Strategic, tactical and
selection of sub-suppliers operational purchasing of

. demand
e Creating transparency

throughout the value chain


https://www.bme.de/bme-praxis-leitfaden-nachhaltige-beschaffung-erschienen-3036/
http://www3.weforum.org/docs/WEFUSA_BeyondSupplyChains_Report2015.pdf
https://procuraplus.org/fileadmin/user_upload/Manual/ManualProcura_online_version_new_logo.pdf
https://www.bme.de/bme-praxis-leitfaden-nachhaltige-beschaffung-erschienen-3036/
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The Business Case for Sustainable Procurement

Sustainable Procurement is a driver for economic, social and ecologic value-add. The Business Case for Sustainable Procurement is based on three key
value drivers.

Cost reduction Further Information
. . X . L * Additional benefits of
e Reducing supply chain costs by 9-16% through embedding sustainability. sustainability for companies
. . . . . . include improved employer
e Reducing costs by purchasing more efficient products, reducing consumption, attractiveness and employee
. ep o o po . . ge . retention, innovativeness,
simplifying specifications and avoiding non-compliance charges. resilience and market

capitalization.

Further references

WEF (2015)
e Avoidance of direct costs from supply chain disruptions, product recalls as a *  ICLEI(2016)
. : . : * HBR (2016)
consequence of non-compliance with social and environmental standards.
e Avoidance of indirect costs from a decline in brand value (on average around 12%) and Case studies

market capitalization as a consequence of non-compliance with social and environmental | * Astudy by the WEF (2015)

highlights various business
standards. cases on sustainable supply
chain management

4l Sales growth

O
e Revenue growth through new products / business models / customers and/or higher

prices.

source: WEF (2019) ¢ Opportunity to generate additional revenue through end-of-life products / processes.
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http://www3.weforum.org/docs/WEFUSA_BeyondSupplyChains_Report2015.pdf
https://procuraplus.org/fileadmin/user_upload/Manual/ManualProcura_online_version_new_logo.pdf
https://hbr.org/2016/10/the-comprehensive-business-case-for-sustainability
http://www3.weforum.org/docs/WEFUSA_BeyondSupplyChains_Report2015.pdf
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To shape the procurement function in a sustainable way, it is initially necessary to set the organizational course and strategic directives and to
subsequently implement sustainability aspects in essential procurement processes.

12

Laying the foundation
Support from decision-makers, setting up organizational structures, identifying and

involving relevant stakeholders

E|—l

Setting strategic directives
Deriving priorities, defining the scope and developing a sustainable procurement strategy

Designing sustainable procurement processes
Deriving measures and integrating sustainability aspects in procurement processes

and systems

Measuring success
Definition of relevant key performance indicators for sustainable procurement, progress

measurement and reporting

R o>

Further Information

The ISO 20400 guideline
describes procedures for
implementing sustainable
procurement.
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Sustainability in Procurement - Setting Strategic Directives

A sustainable procurement strategy provides the guidelines for corporate responsibility in purchasing and should be in line with the company's overall
sustainability strategy.

13

Basis: Corporate sustainability strategy & materiality analysis

* The sustainable procurement strategy can be derived based on the corporate sustainability strategy and
materiality analysis

* If the company does not yet have a sustainability strategy, the essential (stakeholder) requirements for
procurement can be analyzed

Definition of priorities & scope

* Priorities for sustainable procurement are to be defined in accordance with the requirements

* The scope of the sustainable procurement strategy is to be defined, for instance in terms of affected categories and
organizational units

Defining a mission statement and deriving the strategy and fields of action

* The mission statement defines the principles and values of the sustainable procurement strategy
* The main fields of action provide the strategic framework for deriving core topics and measures

Definition of Key Performance Indicators

* In order to manage the sustainable procurement strategy, key performance indicators and appropriate objectives
are to be defined

* These serve as a basis for deriving measures to be anchored in the procurement processes

Further references

BME (2019)
UNGM (2020)


https://www.bme.de/bme-praxis-leitfaden-nachhaltige-beschaffung-erschienen-3036/
https://www.ungm.org/Shared/KnowledgeCenter/Pages/PPH2
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Sustainability in Procurement — Sustainable Supplier Management

Sustainability criteria should be considered in supplier selection, tendering, supplier evaluation and development as well as supplier risk

management.
Suppl|er Selection Suppher Evaluation Further references

The BME Guideline to

Definition and contractual anchoring of a supplier Incorporation of sustainability criteria for supplier Sustainable Procurement

code of conduct (with transfer clause) evaluation outlines a pool of criteria for
* Incorporation of sustainability criteria for supplier * Conducting supplier audits (incl. social and s“Stlai”?b'e supplier

. . . t
selection (e.g., supplier self-assessment) environmental aspects) evaluation
. . . . . . . . * econsense and UNGC / BSR

 Consideration of sustainability aspects in award * Definition of sustainability-related phase-out provide an overview of

decisions (tenders) criteria various industry initiatives

on sustainability

Book recommendation

Wellbrock / Ludin (2019)
Supplier Development Supplier Risk Management

r.'}

Consideration of sustainability aspects in supplier Establishment of transparency and traceability
development measures along the value chain
* Conducting supplier training on sustainability * Conducting risk analysis and risk monitoring to

* (Co-) Innovation processes for developing identify sustainability risks

sustainable products and solutions * Anchoring of corporate due diligence obligations

14


https://www.bme.de/bme-praxis-leitfaden-nachhaltige-beschaffung-erschienen-3036/
https://econsense.de/app/uploads/2018/06/econsense_Process-Steps-in-Sustainable-Supply-Chain-Management_2017.pdf
https://d306pr3pise04h.cloudfront.net/docs/issues_doc/supply_chain/SupplyChainRep_DE.pdf
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Sustainability in Procurement — Further Procurement Processes

In addition to supplier management, sustainability aspects can also be anchored in further strategic, tactical and operational procurement
processes.

Strategic Processes Tactical Processes

Incorporation of sustainability criteria in selected Simplification of specifications and consideration of
category strategies sustainability criteria

* Optimization of demand planning to avoid * Consideration of sustainability aspects in award
unnecessary demand quantities decisions (tenders)

* Identification of sustainable products/ materials * Calculation of Life Cycle Costs (LCC)

through procurement market analysis * Incorporation of sustainability aspects into supplier

* Evaluation of ownership models (Make or Buy) contracts
Operational Processes Performance & Basic Processes

* Consideration of sustainability aspects in purchase Definition, tracking and reporting of sustainability-
requisitions related performance indicators

* Operative ordering from suppliers with good * Elaboration and adoption of guidelines and codes
sustainability performance ratings of conduct for sustainable procurement

* Providing Supply Chain Finance programs with * Training of buyers, stakeholders and suppliers on
better terms and conditions for sustainable sustainability subjects
suppliers

15

Further information

The Procura+ Manual and
the UN Procurement
Practitioner’s Handbook
describe how demand
specifications can be
designed in a sustainable
way

The BME Guideline to
Sustainable Procurement
and the Procura+ Manual
provide insights into life-
cycle costing (LCC)

The BME Guidideline to
Sustainable Procurement
and SPP (2021) illustrate
possible performance
targets for sustainable
procurement


https://procuraplus.org/fileadmin/user_upload/Manual/ManualProcura_online_version_new_logo.pdf
file://///users/michaela.goette/e%20management%20gmbh/sustainable%20Intern%20-%20Dokumente/General/05%20Interne%20Projekte/017%20Bereich%20Nachhaltigkeit/06%20Thought%20Leadership/02%20external%20Thought%20Leadership/Sustainable%20Supply%20Chain%20Management/Procurement/UN%20Procurement%20Practitioner's%20Handbook-version27Feb2020.pdf
https://www.bme.de/bme-praxis-leitfaden-nachhaltige-beschaffung-erschienen-3036/
https://procuraplus.org/fileadmin/user_upload/Manual/ManualProcura_online_version_new_logo.pdf
https://www.bme.de/bme-praxis-leitfaden-nachhaltige-beschaffung-erschienen-3036/
https://spp.earth/challenges/category/challenges/4_supplier-engagement/
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Sustainability in Procurement — Key Performance Indicators

In order to manage the implementation of the sustainable procurement strategy and to be able to measure and report progress, it is necessary to
define suitable key performance indicators.

m KPI Examples Further information

e SPP offers a variety of
informative tools and

% Share of suppliers that were screened using environmental criteria webinars on metrics for

sustainable procurement

% Share of suppliers with environmental or occupational health and safety management system

Environmental % Share of purchased products made from recycled plastics
sustainability % Share of suppliers with ongoing CO2 reduction measures
% Share of suppliers that have improved their sustainability performance in a follow-up assessment.

% Share of natural resources (paper products, food, metals, etc.) purchased from sustainable sources

% Share of suppliers that were screened using social criteria
M % Share of suppliers for which specific audits (e.g., social audits) were conducted
% Share of relevant suppliers completing the Conflict Minerals Reporting template (or meeting the relevant
requirements)
Social sustainability % Share of purchasing volume relating to local suppliers
% Share of purchasing volume relating to supplier diversity
# Number of diverse suppliers with whom the company has concluded contracts

# Number of tenders to which diverse suppliers were invited

% Percentage of purchasing volume for sustainable products

Financial sustainability
% Percentage of spend on products with a life cycle of less than 12 months

16
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Standards & Tools Sustainable Procurement — Overview
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There are various standards, ratings & rankings, certification schemes and indices that can support buyers in managing the sustainability

requirements in collaboration with their suppliers.

Management Systems & Guidelines Certification Systems & Labels Ratings & Rankings

e Certified management systems on environment, * Certification systems and labels include the .
energy, occupational health and safety, and verification of certain social and environmental
sustainability are internationally recognized sets criteria by independent auditors .
of standards * Companies use these certifications e.g., in

* Guidelines (e.g., from UN and OECD) describe tendering processes and for brand positioningand | .
working principles and procedures for responsible reputation management
corporate governance * Examples: Forest Stewardship Council (FSC), .

* Examples: EMAS (environment), ISO 50001 B. Corp, Fair Trade, Better Cotton Initiative

(energy); UN Global Compact, OECD guidelines

Reporting Standards (Risk/ Development) Indices

* These standards define performance indicators * Risk indices provide comparable figures on .
for sustainability reporting/ disclosure country-specific risks relating to socio-ecological

* In addition to this primary use, the indicators can matters
contribute to improving financial and operational * Development indices provide comparable figures .
risk management on country-specific progress relating to socio-

« Examples: CDP, Global Reporting Initiative (GRI), ecological matters
Sustainability Accounting Standards Board (SASB), * Examples: Global Slavery Index, Global Rights .
Task Force on Climate-related Financial Index, Child Labour Index, Sustainable
Disclosures (TCFD) Development Index, SDG Index

18

Objective to link the corporate performance with
ESG data

Primarily used by institutional investors to
evaluate sustainable investments

Can contribute to improving financial and
operational risk management

Examples: CDP, Dow Jones Sustainability Index
(DJSI), Sustainalytics, MSCI, Ecovadis

Platforms can be used to collect and track
sustainability-relevant information from and
about suppliers

Depending on the scope of the platform, e.g., the
sustainability performance of suppliers can be
assessed based on defined questionnaires
Examples: Ecovadis, IntegrityNext, riskmethods,
SupplyShift, sustainabill

Further information

An overview of relevant
standards, ratings and
rankings is provided by
Gartner (2019)

An overview of essential
standards and certifications
is provided by plant values
(2021)

A comparison of the most
important rating agencies is
provided by sustainserv
(2020)

The Sustainability Compass
offers a label finder with
extensive information on
social and environmental
labels


https://www.gartner.com/en/doc/349093-supply-chain-brief-make-strategic-choices-for-measuring-and-reporting-sustainability-performance
https://plant-values.de/siegel-zertifikate-und-nachweise-nachhaltigkeit-in-unternehmen/7584/
https://sustainserv.com/de/insights/esg-ratings-und-rankings-warum-sie-wichtig-sind-und-wie-man-damit-umgeht/
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Business Case Presentation Autonom '

@ European Bank NEWS CORPORATE AND INVESTOR INFORMATION (® EnGLISH n

for Reconstruction and Developenent
BURSE - FONDURI MUTUALE
WHAT WE DO WHO WE ARE WHERE WE ARE WORK WITH US _ Q SIS
Home JE Autonom Services a atras 48 mil. euro in cel

mai mare plasament privat de obligatiuni al
EBRD backs sustainability-linked bond T unei companii antreprenoriale. Urmeaza
issued by Romania’s mobility firm Autonom s eseosmess v viraine o listarea pe piafa principala a Bursei de la
underscore support BUCl]resti
By Olga Rosca > EBRD steps up green financing in Turkey
Rolgarosca via Garanti BBVA Leasing EEEET €D & Print 3 Mai
> EBRD supports successful issuance of

i)
senior preferred bond by Latvia's Citadele

Share this page: > EBRD newsletter - Friday 19 November
= wave in Kyrgyz Republic

Follow us

OYynoo

I alart,

EBRD backs sustainability-linked bond issued by Romania’s mobility firm Autonom
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ZF  epaper

3 i

Cauta doar in titlu

e EBRD invests €10 million in Romania’s first sustainability-linked bond

* Car leasing and rental firm Autonom is raising finance for environmentally friendly growth
e By 2025, the company plans to cut operating fleet’s carbon emissions by 25 percent

* By 2030, the company plans to cut operating fleet's carbon emission by 51 percent

20
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