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In This Session

 Understand what ESG means for
your organization.

* Learn how you can get your SAP
system ready for the upcoming ESG
reporting requirements.

 Discover what ESG functionality is
available in your SAP system.

* Identify what ESG relevant data is
already available in your SAP
systems and what’s missing.

SAPinsider



Dr. Heiko Hecht

SAP Functional Consultant since 1994 (FI-AA,
Fl, BW, SolMan, S/4)

SolMan Dev-Team (2001)

SAP STAR, TRAC, MOVE, RISE, Customer
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What We’ll Cover

* Why, when and how is ESG relevant for
my organization?

 How does SAP support ESG?

* How can make sure that reliable and
legally binding information is available
for my ESG reporting?

* Wrap Up
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is ESG?

What




What’s Next? ESG, Change or Chance?

t_.
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ESG

Environmental, social and governance (ESG) refers to a collection of corporate
performance evaluation criteria that assess the robustness of a company’s
governance mechanisms and its ability to effectively manage its environmental and
social impacts. Examples of ESG data include the quantification of a company’s
carbon emissions, water consumption or customer privacy breaches. Institutional
investors, stock exchanges and boards increasingly use sustainability and social
responsibility disclosure information to explore the relationship between a
company’s management of ESG risk factors and its business performance.
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ESG / Topics

Environment

Energy
Emissions
Waste
Water
Circular economy / materials

Biodiversity

Social

Equal opportunities
Human rights
Employees
Working conditions
Occupational safety

Education and training

Governance

Corporate culture
Organizational structure
Anti-corruption
Child labor / Forced labor
Compliance
Relationship with business partners

Procurement practices / supply chain
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The expectations are changing...

customers partners

shareholder

vendors -
employees applicants

legislator

press .
unions banks

the public
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ESG Standards, Frameworks, Regulations
Selected Global Sustainability Regulatory Initiatives expected by 2025

Source: MSCI Inc. htt
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APAC
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Requirements in the EU / CSRD

Relevance of non-financial reporting increases massively

New EU-wide binding sustainability standard: European Sustainability Reporting Standards (ESRS)
- MANY Quantitative Sustainability KPIs / Qualitative explanations

New criteria for mandatory publication from fiscal year 2024:
o > 250 employees

OR balance sheet total > €20 million

OR sales > €40 million

OR capital market orientation

Affected companies in Europe / Germany:
Now: 11.000 / 500
Fiscal Year 2024: 50.000/ 15.000

External Audit within the scope of the annual financial statements!

Source: https://www.europarl.europa.eu/news/en/press-

room/20221107IPR49611/sustainable-economy-parliament-adopts-new-reporting-rules-for-
multinationals
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Liability of the Executive Board for the misstatement of
non-financial reports

-
e

_—
.
L3
-

.

.

| FACE UP TO 3 YEARS IN

PRISON! BUT AT LEAST P
MY ESG REPORT WAS s
COLORFUL AND -
SOUNDED PLAUSIBLE

THEO, 42, EXCFO
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Example Questions / KPIs from the standards

 What is the gross volume of emissions from outbound transportation in tons of CO2
equivalents?

 Whatis the ratio of standard entry-level wages by gender compared to the local
minimum wage?

* Does your organization work with suppliers where there is a significant risk of child
labor?

* How many tons of waste does your organization generate?
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How Does SAP Support ESG?




Which Tool Can Support?

E S G
SAP-System

Our assumption:

YOUR SAP-SYSTEM SHOULD CONTAIN
ESG-RELEVANT DATA

Add Ons & Cloud

Solutions External Data
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Relevant ESG Data

What is the gross volume of emissions from outbound transportation in tons
of CO2 equivalents?

1. What goods are being transported (in tons)? Weight data: Tons transported

2. Who transports the goods? Own transport: Scope 1 emission

Transport via freight forwarder: Scope 3 emission

3. Where are the goods transported to? Distance information: Start, End, Intermediate Steps

4. How are the goods transported? Means of transport: road, rail, air, ship

Emission factors: External
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How Can SAP Support?

Sustainability Management

Overview ESG Reporting Climate Action

~ Request a demo 1o our weekly newsletter

SAP Cloud for Sustainable Enterprises

Explore our comprehensive cloud-based sustainability solutions to manage your carbon footprint,

reduce material waste, and become a socially responsible business.

Sustainability and ESG reporting
solutions

Connect your environmental. social, and

financial
business to

SAP Sustainability Control Tower

Explore all ESG reporting solutions

Climate action solutions

Reduce tl arbon footprint of your entire value chain

(scope 1to 3) based on actual business transactions

SAP Product Footprint Management
SAP Environment. Health, and Safety Management »

Explore all climate action solutions

Circular economy solutions

Incorporate circularity into your supply chain and cre
corporate sustainability models

SAP Responsible Design and Production

Explore all circular economy solutions »

Social responsibility solutions

Understand the impact of your business on people and

soc|

y
SAP Environment, Health, and Safety Management
SAP S/4HANA for product compliance
SAP Ariba Supplier Risk Management »

Explore all social responsibility solutions
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Which Tools Can Really Help?

The SAP Product Footprint Management solution enables
companies to calculate product footprints on a regular basis and to
scale, taking into account the entire product lifecycle.

The SAP Responsible Design and Production solution helps The usefulness of any tool depends on data quality.
producers manage their extended producer responsibility (EPR)
obligations and plastic taxes.

The SAP Sustainability Control Tower solution takes sustainability
impact measurement and valuation to the next level by integrating
top-, bottom-, and green line performance insights.

SAPinsider



ESG Preparation




Tool-based Compliance Analysis

O]
VIOLATIONS OF RIGHTS IN PROCUREMENT (m 7

69,766

Purchasing invoice items

Sporadic violations of rights (GRI score = 1)
Repeated violations of rights (GRI score = 2)
Regular violations of rights (GRI score = 3)
Systematic violations of rights (GRI score = 4)

Mo guarantee of rights (GRI score = 5)

No guarantee of rights due to the breakdewn of the rule of law (GRI score = 5+)

Index not available

No guarantee of rights (GRI score = 5)
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Where Is the Relevant Data in Your SAP System?

Total/Consumed/Remaining Capacity (Mass): ‘ 300 ‘ 134 ‘ 166 ‘ KG ‘ TotalUConsumed/Remaining Capacity (Mass): ‘
Total/Consumed/Remaining Capacity (Volume) ‘ ‘ ‘ ‘ M3 ‘ Total/Consumed/Remaining Capacity (Volume): ‘ ‘
Data element . ) ) Maximum Utilization: (0%
1 What goods are being transported (in tons)?
Capacity
Cargo Weight: I 134 KG TotalConsumed/Remaining Capacity (Mass): 300 ‘ 134 ‘
Cargo Volume: ‘ ‘ M3 Total/Consumed/Remaining Capacity (Volume) ‘
Quantity: ‘ 2 ‘ ST Data element
- _ Who transports the goods?
Total Weight: ‘ 134 ‘ KG Trana 2
General Information Carrier: DHL_001 I Dan
Document Type: ‘ 1000 ‘ Freight Order with Subcontracting Executing Carrier: | 2 |
Data element rné i Data element
4 How are the goods transported? 3 Where are the goods transported to?
Transportation Mode: 01 F Road Total Distance: 285,567 § KM
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Where Is the Relevant Data in Your SAP System?

Total/Consumed/Remaining Capacity (Mass) ‘ 300 ‘ 134 ‘ 166 ‘ KG TotalConsumed/Remaining Capacity (Mass) ‘
Total/Consumed/Remaining Capacity (Volume) ‘ ‘ ‘ ‘ M3 Total/Consumed/Remaining Capacity (Volume) ‘
Data element . . Maximum Utilization: (0%
1 What goods are being transported (in tons)?
Capacity
Cargo Weight: I KG Total/Consumed/Remaining Capacity (Mass) 300 | 134
Cargo Volume ‘ ‘ M3 Total/Consumed/Remaining Capacity (Volume)
Quantity ‘ 2 ‘ ST Data element
N Who transports the goods?
Total Weight: ‘ 134 ‘ KG Trand 2
General Information Carrier: DHL_001 Dan
Document Type: ‘ 1000 ‘ Freight Order with Subcontracting Executing Carrier: M |
Data element ing i Data element
4 How are the goods transported? 3 Where are the goods transported to?
Transportation Mode: ‘ 01 3 ‘ Road Total Distance KM

In reality: Relevant Data is often missing
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Possible Reasons for Missing Data

* Data on sustainability was not relevant until now
* The fields in the SAP system are not defined as mandatory fields

* The values are maintained in external systems and therefore not in
the SAP system
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Problems with Reporting

E S G
SAP-System

Add Ons & Cloud

Solutions External Data

Poor data means less validity of the report

2. The question of the reporting tool is
(initially) not relevant

3. The decisive factor is the improvement of

data in the SAP system

—
.

w
I

+ ANY Reporting Tool
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BUILDING RESILIENT DATA IS THE KEY
CHALLENGE



Time Is Running...

IF YOU WANT TO REPORT ON
SUSTAINABILITY IN FISCAL YEAR 2024,
YOU NEED TO ACT NOW TO COLLECT THE
RIGHT DATA.



SAP ESG Cloud Tool Assessment
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Your Data Already Knows!

Your Questions

How ready is your SAP System for CSRD
Reporting?

Various system aspects are analyzed to derive recommendations
and actions that improve automated ESG reporting.

It includes environment, social and governance dimensions to
make non-financial indicators, considering international
standards, quantitatively tangible and thus measurable,
controllable and comparable.

How ready is your SAP System for CSRD Reporting?

Your system is 20% ready to support CSRD Reporting.

o
o
I
o -
o s] l
; Q
44
Climate Change E1 Own Workforce 51

In only 30% of the quantitative disclosure
requirements of the E1 standard, the analyzed
system is well prepared.

In only 10% of the quantitative disclosure
requirements of the 51 standard, the analyzed
system is well prepared.

Main areas for improvement: Main areas for improvement:

// Document fleet consumption (Scope 1) // Maintain basic employee master data
// standardize energy purchasing

External HR-System indicated
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Tool-based Identification of Poor Data Quality

Data element

2

Who transports the goods?

FREIGHT BOOKINGS

Data element

o 3

Where are the goods transported to?

5 60.00%

Freight orders with subcontracting

Document Types

2 Freight Order with Subcontracting

1 Freight Order with Internal Processing

1 Rail Freight Order

1 Parcel Freight Order

Mode of Transportation

B Road [ Rail [ Postal Service

2
Freight bookings

Document Types

1 Air Bocking

1 Direct Shipment Air Booking

Mode of Transportation

B A

Data element

4

How are the goods transported?

0.00%

with subcontracting

Freightorde/

20.00%
0]
“with missing distance(l

Freight bookings

50.00%

O]
~'with missing distance(]

®with missing weigh

20.00%

®with missing weight(]

50.00%

Data element

1

What goods are being transported (in tons)?

SAPinsider



Tool-based Analysis of Material Flow

Material Upstream Flow // 100% Invoiced Net Value in €

Coloring  Geo Regions

West Europe
442

Middle Europe
3.98

North America
13M

e ) e I

st Europe
74K

537K /537K
Tons of goods
invoiced

) OFF)

3.98/3.98
Invoiced Net Value in
£

General

o Invoiced Net Valu¢

per Geo Region

4B

Identification/Evaluation of...
material movements in €

or tons

sourcing strategies / risks
corruption / human rights violations risks
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SAP ESG Cloud Tool Assessment by IBIS

y and Ecosys

> Organization

» Material Flow Logistic

» Technical Insights
~ Cloud Tool Assessment

SAP Product Footprint Ma...

source Usage and Cir...

nsible Desigi

SAP Product Footprint Management

¥ Evaluation

@ ®
BEMEFITS RECOMMENDATION READIMESS INDICATOR
The SAP Product Footprint Management s
enables cobrr.:nar'r:s ko calcul
a regular c'tosca 67%
entire product lifecycle. T High
footpr are integrated into ope D0

processes that include all relevant busines
each department

Benefits:

mize efforts with sca
ttom-

data exchange

¥ Details

@
RECOMMEMNDATION OF DATA USAGE

@®
READINESS CHECKS

Coods movements

1,993 345
[©)

Goods receipts from
production

1,615
ko Goods receipts from
suppliers

@®

raterials must ha

a non-zero value for weight

96.94%
rigls with weight

ble materials need cost esbimate data
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Wrap Up




Where to Find More Information

https://what-is-esg.com
e Dedicated website for ESG

https://e3zine.com/greenwashing-keeps-you-dirty/
* Greenwashing keeps you dirty. Dr. Markus Koetzle, E-3 magazine, P. 80-81, October 2022.

https://sapinsider.org/topic/sap-cio/sap-sustainability/
* What Is Sustainability?

https://sapinsider.org/expert-insights/sap-sustainability-control-tower-
integrating-a-suite-of-technologies-to-enhance-esg-reporting/
* SAP Sustainability Control Tower: Integrating A Suite of Technologies to Enhance ESG
Reporting. Nithyasree Balasubramanian, Expert Insights

https://sapinsider.org/blogs/why-successful-esg-and-sustainability-reporting-
relies-on-data-transparency/

* Why Successful ESG and Sustainability Reporting Relies on Data Transparency, Blog
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Key Points to Take Home

Make sure that you utilize what’s already available in your
organizations and SAP system.

Start early with your ESG preparation.

Make sure that the ESG relevant data is complete, accurate,
consistent and auditable.

Leverage Best Practices which support your ESG compliance.
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Thank You! Questions?

Dr. Heiko Hecht
hhecht@ibisamerica.com

Social
linkedin.com/in/heikohecht

@IBISAmerica Please remember to complete
your session evaluation.
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