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Objectives:

Demonstrate the challenges and benefits
of including non-financial data in
decision-making

« Share insights and experiences in the field
« Explore key challenges in more detall

» Discuss ways to overcomethese challenges
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Eva Zabey Tim Mohin Geoff Lane
Director, Redefining CEO, GRI Partner, Sustainability &
Value, WBCSD Climate change, PwC
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Sustainability Strategy, BASF Value, WBCSD
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Agenda

14:30 Introduction: about Redefining Value Eva Zabey, WBCSD
High-level remarks from Tim Mohim, GRI Tim Mohim, GRI
14:45 Decision Game GeoffLane, PwC
14:55 BASF's Value-to-Society Approach Christian Heller, BASF
15:05 Tablediscussions (challenge areas) and feedback Table facilitators
* Data

* Comparability
* Standardized disclosure

15:20 Closing remarks Tim Mohim, GRI
Links to risk management and integrated performance Mario Abela, WBCSD
management
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Redefining Value Overview

We do this by building on existing business processes to
help companies provide decision-usefulinformation to the financial system

» We help companies measure and manage
risk, gain competitive advantage and
seize new opportunities

Redefining
Value

» We enable them to better understand

ESG information and use it to inform C L |
business decision-making and external .0‘ .‘ .0‘ .‘
disclosure Financial W Non-financial‘
-’ system . .‘ system .
P We do this by building collaborations and 9, .’0 Q9 .‘0

developing tools, guidance, case studies,
engagement and education opportunities
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Real world
examples
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Integrated Profit and Loss Value Added Statement for 2016
Statement 2016 ‘ ARGOS
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Tim Mohin
CEO, GRI
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Decision game

Geoff Lane, PwC
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The beer game
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Meeting
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PwC

Group exercise

Case studybackground

A brewer is entering a new market in Africa with a
5 year investment. One of the key decisionsis the
sourcing strategy for cereals. The bottling plant
will need to be near to the market so water for
brewing will need to be sourced locally. But there
is a choice of where to source the cereals from.

Objective of exercise

Play the role of the management team of the
brewer and choose the cereal sourcing strategy for
the new brewery.




The two options...

Importbarley from global market

Grow an alternative crop locallyin
East Africa
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PwC

Which option would you choose, and why?

Source locally

Confidence $m Confidence
Annual capital costs (2.0) ok (3.5) ok
Annual operating costs (3.0) ok (2.0) ok
Total costs (5.0) ok (5.5) ok

pwe
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Now which option would you choose, and why?

Import Source locally
Confidence $m Confidence

Annual capital costs (2.0) ok (3.5) ok
Annual operating costs (3.0) ok (2.0) ok
Total costs (5.0) ok (5.5) ok
Non-financial considerations
Jobs created 50 ok 250 **
Land used (Ha) 1,000 ok 1,500 *
Water consumed (‘000 md) 2,000 i 750 *
Farmers trained 25 * 250 **

i
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PwC

Now which option would you choose,

and why?

Import Source locally
Confidence $m Confidence
Annual capital costs (2.0) ok (3.5) ok
Annual operating costs (3.0) ok (2.0) ok
Total costs (5.0) ok (5.5) ok

Non-financial considerations Confidence Confidence
Contribution to local economy 2.0 * 4.0 *
Ecosystem service loss (2.5) * (4.5) o
Health effects of water use - ook (1.5) **
Farmer livelihoods 0.5 * 2.0 **

i
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This publication has been prepared for general guidance on matters of interest only, and does not constitute prof essional adv ice. Y ou should not act upon the
inf ormation contained in this publication without obtaining specific prof essional advice. No representation or warranty (express or implied) is given as to the
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members,
employ ees and agents do not accept or assume any liability , responsibility or duty of care for any consequences of y ou or any one else acting, or refraining to
act, in reliance on the information contained in this publication or for any decision based on it.

© 2018 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to the UK member firm, and may sometimes refer to the PwC
network. Each member firm is a separate legal entity . Please see www.pwc.com/structure for further details.
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BASF’s Value-to-Society
Approach

Christian Heller, BASF
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BASF
We create chemistry

ing

» o “

AT vex i £ < ’

. NS L P .
e W PR Lo =
T 00 S g o
7\ ‘*v p .—n\ e  —
N A W & sr.r‘v
S ¥ e S
o & T g
SN G G
e e\ p € ) & e
RO S g —

P -4 r\ 1 b . @

N = A S ) 0 C
0 VRS A B w5

A W ﬂ.\wa.“\- ‘..a

YECE Al et o Q
Dl & LTRSS v LIk

AN o 3y O Nl u
i i T ¥ A\ —

Y :fu-\s 1-./ /:\..br a

w. RS ‘.naf.« s \.\\..4‘\.\”—\ \a Q

ey £ T -

{ e e LG ol A Gl S SR

/)/ % 4/:’./’ fv f . $

£
’ Hd N
Ba. 6
Ly Ny o o :
m.w:v..,..,,,‘cu L A o

®
(=
o
2 ..‘V.m.v_ &g ¢ m
£

N
@©
£
=

S

@
(]
(]

©

Q
©
| —
o
o
S
(@]
o
(@]

+—

=
n
=

S

IS
-
(]

©
(72}
c
(@]
o

0

(0p)]

LL
(@)

=

©
©
(]

o)
£

L

—
o
AN
B
N~
—
-
W A \
\ e
T R TR 5
A ) 7% Now ) £ 4
AT —— T S o 3
¥, ..../ > - ) \..\, 2 I w
(R .\n,\w .\ y -.—u U
«.’__”:.\.w H— \.\.\.aa&\n\» > 5
e T ok NGNS snnd = =
dw v-r_*\-!. “'\.K.W.\”*.rcla m M
AR N i
R R o T <
.J-\\\.\\\.\Vﬂl S >
NV v r,f,.l. S oY
] o
n g
e e ‘N
€ _\Ah, U % LA
e > &
\./7 fwn? ~\o- \%.“ “4 g 0 Mm
ok mv._w..w.ﬁﬁ L G s o + Q
(S &t RS TS P2 =
e il LB e (&) c 0o
g JQ\JJ. \u .,xw.w.rmm.fr G o (DA nw
Ml A O o (2
n.,,w,\uv.z.\“vo:\}\ £ > S T 7 5
_\r. \.—M*-r\.*l‘ff/ 4:’—\ \‘h 1 e % b
ks T Sl
e Y N \.\\.-\.\ aad St = dC
Y /ﬂ.\.\r,r ﬂ«i.\m\n ! = c
r;m\nsn - —.l,v'\ w W 0 ®
o e . x ‘2
= .ﬂ_\.\‘\ —_ @ T O
= p
x (0] L =
=
B < MmO
L,
It KT 2 y Ny
A KPS
Ly £om \.\\1....; .\.— " o APy
«Pa\ iy \—I \.N—fsftmn.\/,lxu“b\a
| Dl o= W

e < (
7 » < > £«
. v v rags .
.M.t,_,...n:\.. k ...Wfa, w\
- ..’\ w. < .\.bﬂ\.f. '-
() Ny T & )
R A
-4 Sy A
PR -,
I, 1 fa \

Sria e oo Afe i
; ¥ I SEIRLNE
EC

C L NG

o AN \_._vwnal v?«r « Fy
'» 'k M )
By R oy

S 7 i
o S Ry
R SR SR Ilr...«/,

-t

: e - T -
N.&.R.-« ..A‘/..U/.Q‘/AKT‘\“/ o .\l—
~ &



Objective of Value-to-Society
Assessing our ‘real’ positive and negative contribution in societies

$NCLUSIVE
PITALISM

We create chemistry for a sustainable future.

Embedding the Natural & Social Capital Protocols in our business.



Business and calculation model
Develop a pragmatic, scalable, transferable and auditable model

Full external supply chain D Own operations D Customer industries D
= > €38bn purchase volume = 86 strategic business units = >130,000 customers "
= > 30,000 different raw = >115,000 employees = > 60,000 product "
materials purchased = > 350 production sites applications .
= > 70,000 1 tier suppliers = Companies in >80 countries = Almost all value chains .
= > €64bn sales and countries .
= > €6bn net income .

= Primary data: Own operations, purchase & sales profile

Data

= Industry data: Supply chain, customer industries

= Own operations: Aggregation
Measurement P gareg

= Supply chain and customer industries: Input-out modelling

= Financials: World Bank’s purchase power parity indicators

Valuation

= Non-financials: PwC valuation coefficients

O-BASF

Model delivers results, which are directionally correct.

We create chemistry




Our contribution to sustainable growth: Results 2016
Since 2013 net positive contribution in each step of the value chain

Full external supply chain Own operations Customer industries

Net income
Amortization
Taxes

Wages & benefits

Hum an capital

Health & safety

Air pollution

GHGs

Land use

Waste

Water consumption

Water pollution

-10 0 10 20 30 -10 0 10 20 30 -10 0 10 20 30

billion € Value contribution from BASF procurement Value contribution from BASF operations Value contribution from BASF sales

O-BASF

Talking the business language to embed integrated thinking St ey



Piloted application areas
Stronger embedment of sustainability on the strength of business language

Corporate level Project level Product level

=F E £ Annual = = Site == == = ==  Contribution of
< contribution S - development == @ product portfolio
FE=E B Progress =T "5 Acquisitions / — __:_ Contribution of
: = monitoring = . = divestments =~ single products
:-"’*__i; _ 0 o .« Relevance along T Technology Product
l‘,’; &“‘i 3 é«fﬁ“ the value chain = shifts performance
Positioning & Materiality o Decision making Goal setting  $&§

Improved transparency and understanding of risks, opportunities and interdependencies



Benefits and challenges of Value-to-Society
Innovations of impact valuation

What’s new What’s the benefit

= A new perspective: The ‘real’ impact of business

= From output to impact = Talking the language business leader understand

=» How our business activities = |ncreased integrated th|nk|ng

affectthe well-being of people

What’s the challenge

= Monetization of pre-financials = Data availability, robustness and granularity
= Using a common metric = Complexity and maturity of methods, standardization

= Ethical concerns & change management

Be clear on the objective to define scope, data and methods




The way ahead

= Improve maturity of calculation and valuation
technigues

= Increase reliability and granularity of data

= Standardize measurement tools and valuation
coefficients

= Elaborate benefits for decision making and
strategy development

= Assess potentials for business steering and
accounting

The collaborative journey to embed impact valuation in business just started




0 - BASF

We create chemistry






Tim Mohin Mario Abela
CEO, GRI Director, Redefining
Value, WBCSD
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Lead.

Transform.
Succeed.
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