Value Balancing Alliance - Mission: a standardized

model to empower decision makers to create and
protect long-term values.

24. October 2019

THE BEST RUN '



»Help the World run better and improve peoples‘ lives*

“There is some importance in knowing the
past, ... But it doesn’t give you linear
information about what will happen in the
future.” ;The end of Accounting, Baruch Lev, 2016

Agenda
* Holistic thinking at SAP

* Value Balancing Alliance
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We execute a dual sustainable
strategy

.

Our social- and environmental Employee Engagement:
performance impacts our operating profit 1 percentage point change in

employee engagement
impacts our operating profit 4

by € 50 — 60 Millions

“ GHG Footprint
. €
Business Health Culture Index Employee

— 1% pt +/- - €90M - €100M Engaggment

Employee Engagement
— 1% pt +/- - €50M — €60M

i S
Employee retention Emoloyes v

— 1% pt +/- - €55M — €65M Retention Total Energy

€ Consumed

CO, Emissions

— 1% +/- - €6M —r -
Women in Capability
Managemen & Building
Social
B Our corporate objectives € Impact on operating profit Investment

4é] Economic indicators &8 Social indicators ¢ Environmental indicators



We are transparent about our sustainability performance

Intelligent
DATA and ar cinace enternrice editin
3 ‘!IIANA“mS Smart Business, enterprise edition

Y

Environment CO2

CO2 Emissions (Gross Total)

® Emission

181,840 172,804

151,152 159919 156,942

2017-Q4 2018-Q1  2018-Q2 2018-Q3  2018-Q4

CO2 Emissions (Financial Impact) 1

-1,837.6keur

Cost Avoidance

Environment Flights

CO2 Emissions (Flights)

® Emission

89,954

2017-Q4  2018-Q1 2018-Q2

Cost on travels (Flights)
'2018-Q4'

Costs
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Dashboards
Sustainability Dashboard v
~ Social KPlIs

Women in Management

® Women in Management in %

254 256 258

016 go,107

2018-Q3  2018-Q4 2017-Q4 20181 2018-Q2

Retention rate (Global view)

66,039.1eur Current quarter

Previous year quarter

My People Survey

Employee Engagement Index

Current Survey Result

Previous Survey Result

Business Health Culture Index

Current Survey Result

Previous Survey Result

Leadership Trust Index

Current Survey Result 1 000

Previous Survey Result 100.0

Employee Contribution to SAP's Sustain... i

Current Survey Result 1 OOO

Previous Survey Result 100.0




0.3 Mtons
of CO.,e

22 Mtons
of CO.e

Transport

4 Mtons of
CO.e




The next generation of reporting will include the societal impact a company
creates

Full supply chain Own operations Customer industries

Direct customers in industries supplied by BASF

Indirect suppliers > Direct suppliers

+ Total value contribution made my BASF purchase + Total value contribution made my BASF purchase » Total value contribution made my BASF purchase
» Total impact of BASF's direct suppliers and their + Total impact of our customers in their industries
supply chain
Legend:

Social:
Taxes, Wages & benefits, Human capital, Health & safety

Source: BASE Value to Society

Environmental:
Air emissions, GHGs, Waste (solid), Water emissions, Water consumption, Land use



https://www.basf.com/de/en/company/sustainability/management-and-instruments/quantifying-sustainability/we-create-value/impact-categories.html

Value Balancing Alliance
Foundation Meeting

value
pbalancing

Ludwigshafen, June 25, 2019



Today’s business environment
2050: We need 3 planets to meet people’s demand

o
~815 ~800 r

~730

amazoncom Alphabet ‘ MSM:Id\;c:rld

Market cap January 2019 Status of our natural environment
140
130 1
-
10 -
100

1992 1994 1906 1998 2000 2002 2004 2006 2008 2010 2012
Al and the distribution of wealth Social tensions by falling walls
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— Do current management accounting concepts

capture all business opportunities and risks?

— Do we consider all services and costs for which we

are responsible?

— The currently accepted business system must be

expanded to meet future challenges.



Output Outcome Impact

Input




Impact valuation
Monetizing our impacts

© 2019 SAP SE or an SAP affiliate company. All rights reserved.

* Objective: Benefits and costs to society
* Metric: Currency for comparability and tangibility }

» Yardstick: Influence on human well-being

Will Ritzrau, VBA at SNB, 24.10.2019

Assess the total

a. Benefits &
b. Costs

created for society by business

10



It‘s all about comparability

Our objectives

Standardization

External disclosure
» We build on existing

models to deliver in time

» We enhance Scalability
transparency and
comparability of

corporate value creation

Internal business steering
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Standardization

» Common model in place for

valuation

» Use in management

accounting tested

» Accepted by stakeholder

community

© 2019 SAP SE or an SAP affiliate company. All rights reserved.

It‘s all about comparability

FES impact valuation

Will Ritzrau, VBA at SNB, 24.10.2019
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It‘s all about comparability

‘ External disclosure

TODAY
o ‘0
LTS 0
:I:;blhu: lal items’ :::-:: "Zi Finacial capital I
S - = L
——_— s - Natural capital ]
Earing or s € sm I
pesers mten € [ oaasal I
Investments including acquisitions® million € 10,735 K 2 Social capital _
* st e o i, s e ke b Gk e St [ |
> Easy to understand - e
]
X ]
I R
» Provide relevant data for
stakeholder
Financial statement Financial statement plus Integrated value balanced
» Ensure connectedness to value balanced statement statement

financial reporting
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It‘s all about comparability

Business

steering

Concept tested in material

steering areas

Impact on business model

assessed

§
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GHG emissions / DESCRIPTION / RATIONALE - CONSISTENT ACROSS MODELS
climate change Concentration of GHG emissions in atmosphere contributes to climate change. This leads to multiple
4 environmental outcomes and societal impacts.
IMPACT PATHWAY
Company Output Environmental Outcomes Societal impacts Valuation Method Paper Value-
&l to-Society
Shifting Human health
: Malnutrition, spread of disease,
::E;ar:]es heat related deaths
Built environment
Damage from extreme weather
s | | events, increased adaptation costs GIobaIIy
ea leve Y .
GHG emissions _ rises Economic disruption consistent
Increasmg Economic losses caused by . :
(CO,, CHy, N;O, concentrations production and supply disruptions monetization
HFCs, PCFs, SF, of atmospheric I . Agriculture & timber multiplier

ther GHG GHGs b Crop losses, changes in growth

other s) extreme and yields (average of ten

Weathes pvente Desertification recent studies)

Losses of productive and habitable
land
tRlsmg M Other ecosystem services
emperatures Widespread changes affecting
associaled ecosystem services
] J
Y
N Broad agreement on linkages between impact drivers,  Specific impacts and coefficients
\\\§\§‘: environmental outcomes and societal impacts depend on underlying data sources
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Our vision

We integrate business into society and nature for
a better future.

Our promise

We enable every decision-maker to assess the
impact of their action on their ecosystem.

Our mission

The standardized model empowers decision-
makers to create and protect long-term value.

v

We change business from maximize profits
to optimize value creation.
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Next steps

You can join the VBA starting next
year.

Contact information: Christian Heller, CEO VBA

More information on the VBA are
available at www.value-balancing.com



mailto:Christian.Heller@value-balancing.com
https://www.value-balancing.com/

Thank you.

Contact information:

Will Ritzrau
Will.Ritzrau@sap.com

THE BESTRUN SAP


mailto:Will.Ritzrau@sap.com

