BACKGROUND PAPER

VALUE CHAIN
RESPONSIBILITY

LAST UPDATE: APRIL 2023

.................



INTRODUCTION

Responsible, value-based and reliable action is our “license to operate”. In an increasingly volatile political
and economic environment where the objectives and ambitions of different stakeholder groups occasion-
ally stand at odds with each other, these principles are more important than ever. As a global specialty
chemicals company, we embrace our corporate responsibility and act reliably. We have developed a clear
strategy, implemented guidelines and set ourselves ambitious targets to achieve long-term success and
added value for the company. This includes complying with safety, environmental and social standards
both at our own locations around the world and beyond our company boundaries — throughout the entire
value chain. We expect all of our employees and our partner companies to act safely, sustainably and
responsibly at all times.

In this paper, we describe our expectations of responsible action throughout our value chains and the
management approaches associated with this. We also explain our expectations and goals in detail as well
as the progress we have made in individual key areas in the following publications:

L LANXESS Corporate Policy
I: LANXESS Background Paper Climate
[ LANXESS Background Paper Water

[ LANXESS Background Paper Working at LANXESS


https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Corporate-Policy-2021/Corporate-Policy-2021_ENG.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Corporate-Policy-2021/Corporate-Policy-2021_ENG.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Climate.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Climate.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Water.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Water.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Social.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Social.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Climate.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Paper/LANXESS-Background-Paper-Social.pdf
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VALUE CHAIN RESPONSIBILITY

We are committed to running our business responsibly and
sustainably. This holistic commitment extends to all levels of
our value chains and covers everything from raw material
extraction to the use of the product by the industrial cus-
tomer or consumer. Our global procurement is structured
with a focus on sustainability and places social, environmen-
tal and economic demands on our suppliers and partners.
We produce chemical intermediates, additives, specialty
chemicals and plastics at safe and sustainable sites. Produc-
tion, packaging, storage and transport all take sustainability
aspects into account. We sell our products almost exclu-
sively to industrial customers on a business-to-business
(B2B) basis. Our customers — or our customers’ customers
— make products for the consumer using our precursors.
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We are committed to the United Nations’ Sustainable Devel-
opment Goals and observe various internationally recog-
nized principles and guidelines such as the UN Global Com-
pact and the Responsible Care® Charter and integrate
these into our business operations.

Accordingly, we are committed to avoid risks for humans
and the environment across all phases of the product lifecy-
cle through safe procurement, manufacturing, storage, lo-
gistics, use and disposal and to ensure that our products
and their production are sustainable. These are safe-
guarded by our values and governance structures.

Info box: Where we are involved

e  Since 2006: Member of the Responsible Care® initia-
tive by the German Chemicals Industry Association

e  Since 2011: Member of the UN Global Compact

e  Since 2011: Member of the Together for Sustainability
(TfS) initiative (part of the founding team)

e Since 2020: Member of the World Business Council
for Sustainable Development

|:| Further information on our commitment

Our centrally organized management system provides the
required global structures in all business processes and sets
out principles of action. Through regular internal and exter-
nal audits, we ensure that we are acting in accordance with
uniform standards in terms of quality, environmental protec-
tion and safety globally. Our principles for responsible action
and sustainable development are embedded in our Corpo-
rate Policy. A LANXESS Code of Conduct, which is applica-
ble throughout the Group, requires all employees to behave
lawfully and with integrity. To implement our voluntary com-
mitments and legal regulations in our business operations,
we employ Group and country directives, standards, instruc-
tions and process descriptions that set out specific rules and
regulations and that are binding for all employees.

L1 LANXESS Corporate Policy

[ L ANXESS Code of Conduct
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https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Corporate-Policy-2021/Corporate-Policy-2021_ENG.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Corporate-Policy-2021/Corporate-Policy-2021_ENG.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Material-Topics/Business-Partner-Code-of-Conduct/10918_LXS_BRO_Code_of_Conduct_BusinessPartners_EN_A4_low2.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Material-Topics/Good-Governence-and-Energized-Employees/22_10951_LXS_BRO_Code_of_Conduct_EN_A4_low.pdf
https://lanxess.com/en/Responsibility/References
https://lanxess.com/en/responsibility/references/commitment
https://lanxess.com/de-DE/Responsibility/Mehrwert-f%C3%BCr-die-Gesellschaft/Ziele-f%C3%BCr-nachhaltige-Entwicklung
https://lanxess.com/de-DE/Responsibility/Mehrwert-f%C3%BCr-die-Gesellschaft/Ziele-f%C3%BCr-nachhaltige-Entwicklung
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1. CIRCULAR AND SUSTAINABLE
SOURCING

We strive to promote sustainability, increase transparency
throughout our supply chains, and thereby minimize pro-
curement risks. We act sustainably and responsibly when
procuring our goods and services. We expect our suppliers
to maintain socially, environmentally and economically sus-
tainable business practices. To continually improve the sus-
tainability performance of our suppliers and, in turn, condi-
tions in global supply chains, we draw on extensive analyses
and valuation methods and work together with our suppliers
and relevant stakeholders (for example using cloud solu-
tions such as SAP Ariba).

Responsibility throughout supply chains

Our procurement activities cover materials, services and
technical goods that we need for production. These include
raw materials, energy, commercial goods, packaging, as-
sets and freight as well as site services. Our Global Procure-
ment & Logistics Group function, the head of which reports
directly to the Board of Management, is responsible for pro-
curement. The Group function issues corresponding guide-
lines and initiates measures that ensure sustainable busi-
ness — also in collaboration with our suppliers.

LANXESS strives to ensure that all purchased goods and
services and their procurement process meet statutory re-
quirements and relevant regulations. The global procure-
ment guideline “Procurement of Goods and Services in the
LANXESS Group,” which applies to the entire Group, de-
fines our employees’ conduct when dealing with supply
companies and their employees.

We have specified standardized workflows in process de-
scriptions. Group-wide procurement management ensures
not only that we remain competitive in the long term but also
that we take corporate responsibility throughout global sup-
ply chains. The main priorities here are to protect the envi-
ronment, conserve resources, prevent compliance
breaches and comply with labor standards and human
rights.

For example, our procurement team is also responsible for
assessing whether certain materials could be replaced by
more environmentally friendly alternatives. We also under-
score our commitment to respecting human rights in our
supply chains by signing up to the principles of the Universal
Declaration of Human Rights and the UK Modern Slavery
Act, which requires detailed information on human rights
risks in global supply chains.

l:' LANXESS Position on Human Rights

We select our suppliers based on whether they meet high
environmental and social responsibility standards, and ob-
tain information from our business partners about the safety
and sustainability of the raw materials purchased. Our “Busi-
ness Partner Code of Conduct” requires our suppliers to
comply with all national and other applicable laws and reg-
ulations for environmental protection, health and safety at
work and with regard to labor and recruitment practices.
They should also use (or introduce in the near future) corre-
sponding management systems to ensure that they comply
with our requirements and identify and monitor risks. In or-
der to work with us, they must accept our Business Partner
Code of Conduct or equivalent rules and use a manage-
ment system within the meaning of the UN Global Compact.

The “ProTrain” training program informs our strategic buy-
ers, among other things, about our Business Partner Code
of Conduct.

Global Procurement & Logistics monitors sustainability risks
at our suppliers and ensures compliance with the LANXESS
Business Partner Code of Conduct. As well as the supplier
information questionnaire, we also currently use a detailed
sustainability risk analysis as an additional check. For this
purpose, we are introducing a Group-wide IT system that
includes a strategic assessment of our suppliers’ economic,
regulatory, environmental and social performance in order
to identify potential risks at an early stage. Based on more
than 600,000 data sources, the tool prepares individual
supplier risk profiles. By the end of 2021, we had integrated
over 7,000 suppliers into the risk system and are continuing
to work on adding additional suppliers.

We expect our suppliers to inform us immediately of any vi-
olations of the law or the Code of Conduct. Through our
“speak up” system, there are various ways employees and
external parties can report potential violations to the compli-
ance organization. LANXESS reserves the right to monitor
compliance with the Code of Conduct or verify this using
independent third parties at any time and, in the event of a
violation, to terminate the business relationship. We last ter-
minated collaboration with suppliers because of sustainabil-
ity shortcomings in 2018.

C' Code of Conduct for Business Partners
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https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Values-and-Culture/LANXESS-Position-on-Human-Rights-05-2021.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Values-and-Culture/LANXESS-Position-on-Human-Rights-05-2021.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Material-Topics/Business-Partner-Code-of-Conduct/10918_LXS_BRO_Code_of_Conduct_BusinessPartners_EN_A4_low2.pdf
https://www.bing.com/ck/a?!&&p=ae9e261d833899cdJmltdHM9MTY2OTMzNDQwMCZpZ3VpZD0yNDljNDYyYS1hN2VlLTZkNGMtMDZiMS01NDc4YTY2NTZjZjImaW5zaWQ9NTE3NQ&ptn=3&hsh=3&fclid=249c462a-a7ee-6d4c-06b1-5478a6656cf2&psq=lanxess+business+partner+code&u=a1aHR0cHM6Ly9sYW54ZXNzLmNvbS8tL21lZGlhL1Byb2plY3QvTGFueGVzcy9Db3Jwb3JhdGUtSW50ZXJuZXQvQ29tcGFueS9Qcm9jdXJlbWVudC9Db25kaXRpb25zLW9mLVB1cmNoYXNlL0JQLUNvQ18xUGFnZXJfRU5fRklOQUwucGRm&ntb=1
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Together for Sustainability

The global Together for Sustainability (TfS) initiative, which
we co-founded, has established itself in the global chemicals
industry as the sector standard for sustainable supply chains
and plays a major role for us when it comes to designing
and refining responsible procurement processes. The TfS
initiative reviews and promotes suppliers’ sustainability per-
formance through TfS assessments, corporate social re-
sponsibility (CSR) ratings, which are carried out by EcoVa-
dis, and TfS audits, which are performed by independent
audit firms.

EcoVadis issues sustainability ratings and supplier
scorecards that are shared with all TfS members. The
central supplier CSR rating includes criteria relating to the
environment, labor and human rights, ethics and
sustainable procurement. The rating significantly reduces
the workload and increases efficiency for all member

companies. Our suppliers’ average EcoVadis sustainability
assessment of 48.7/100 points is above the EcoVadis
average of 43.9/100 points. As a TfS member, LANXESS
itself was evaluated by EcoVadis in 2022 and received a
performance score of 77/100, putting it in the “Platinum
level” category, i.e. among the top in the industry.

The TfS audits review criteria in the areas of management,
environment, health, safety, labor and human rights and
corporate governance. If the TfS audits detect anomalies,
the suppliers develop and
implementation of these is re-reviewed by the auditor within
12 months in the case of important or critical findings. In
addition, the initiative supports suppliers by providing
training and training material.

corrective  measures

I:l Further information on Together for Sustainability

Conflict minerals

As of today, our products and raw materials do not contain
any 3TG (tin, tantalum, tungsten and gold) from conflict re-
gions. We undertake to obtain and use raw materials only
from certified, conflict-free sources (see position on human
rights). LANXESS recognizes the potential risk that conflict
minerals could be used along our value chains. In light of
this, we regularly check our value chains for conflict miner-
als and purchase minerals such as mica only from conflict-
free, certified sources.

Detailed Scores of Our Suppliers at EcoVadis
%

6.0 15.0 15.0 20.0 19.0 14.0 9.0 2.0
Environmental 2022 L i ——
aspects 2021 o e

3.9 85 12.8 21.0 19.3 204 11.2 2.3
4.0 11.0 14.0 25.0 26.0 15.0 5.0
Working conditions 2022 T T ——
and humanrights 5021 I e
2.2 5.1 12.3 215 35.4 15.9 69 0.7
8.9 20.1 12.0 21.0 24.0 11.0 3.0
Ethical aspects 2022 S e .
2021 |
6.8 104 145 208 27.7 15.4 42 0.4
12.0 29.0 16.0 22.0 12.0 6.0 3.0
Sustainable 2022 S .
procurement 2021 I
9.0 225 19.3 233 13.3 8.1 3.6 0.9
Scale (in points):
- 0-24 | —25-34 — 35-44 @ 45-54 @ 55-54 @~ 65-74 @ 75-34 @ 85-100
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https://tfs-initiative.com/
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Values-and-Culture/LANXESS-Position-on-Human-Rights-05-2021.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Responsibility/Good-Corporate-Governance/Values-and-Culture/LANXESS-Position-on-Human-Rights-05-2021.pdf
https://www.tfs-initiative.com/
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2. SAFE AND SUSTAINABLE SITES

LANXESS aims to produce only at safe, sustainable and
competitive chemical sites. Our success here is based on
ongoing process improvements, investment and a
corporate culture that places the highest priority on people’s
health and safety.

High-performance management system

As part of our sustainability committee structure, the Health,
Safety & Environment (HSE) sub-committee sets high
health, safety and environmental standards and ensures a
shared global understanding of management principles in
these areas. With our HSE committee, the topic of
occupational safety is anchored at the Board of
Management level and at all management levels. Further
responsibility for developing and verifying compliance with
global guidelines for HSE lies with our Production,
Technology, Safety & Environment (PTSE) Group function.

I:' Further information on our committees and functions

Identifying safety risks at our locations and analyzing and
evaluating these is part of our Group-wide risk management
system. Globally, we base our actions on the international
standards I1SO 9001 and ISO 14001 for quality and
environmental management and, in Germany and Belgium
on ISO 50001 for energy management. We meet the
requirements for occupational health and safety
management in standard ISO 45001 through German
legislation and the requirements of our integrated
management system. As of December 31, 2022 our matrix
certificate covers 418 certifiable companies with a total of
75 sites in 22 countries.

Based on the number of employees, this corresponds to a
coverage rate of 86% for our matrix certificate (excluding
the new sites acquired in 2021 and 2022: over 90%). Due
to the changes in our site portfolio in recent years, there

4

currently still are a few additional individual site certificates
and one regional certificate, which will also be transferred to
our matrix certificate in the future. Overall, 97% (over 98%
excluding the sites acquired in 2022) of our sites held an
ISO 14001 certificate as of the balance sheet date.

2025 target: Integration of all current sites into the global
matrix certificate (ISO 9001 and ISO 14001)

Experts review and monitor the implementation of
LANXESS guidelines and local regulations and compliance
with our global standards for occupational health and safety
on-site. For this, we regularly carry out HSE compliance
checks. The frequency of the audit depends on the risk
potential of the facility and the result of the previous HSE
compliance check. A higher-risk facility is reviewed at least
every three years. In 2021, a total of 35 production facilities
were examined in the context of HSE compliance checks.

To record key data on safety and environmental protection
systematically worldwide, we use an electronic data-entry
system that is continuously optimized. This enables us to
calculate a wide range of sustainability data for each busi-
ness unit and site worldwide. For example, all waste and
emissions generated by our production are measured and
monitored. All relevant sustainability key figures in these ar-
eas are published in the non-financial Group report and our
ESG Data Factsheet. This data provides a basis for strategic
decisions and internal and external reporting.

l:l Non-financial Group report

I:' ESG Data Factsheet

We use an externally certified electronic reporting system to
record accidents and events worldwide in line with uniform
regulations. Accidents are classified on the basis of Occu-
pational Health and Safety Assessment Series (OHSAS) cri-
teria. Near-accidents, injuries, transportation accidents, en-
vironmental incidents, instances of damage and security in-
cidents such as theft are documented. After any damage,
we conduct a systematic investigation and establish
measures to prevent a similar incident in the future.

Occupational health and safety
As a company in the chemicals industry, occupational
health and safety is our top priority. Our internal “Occupa-
tional Health and Safety Management” Group guideline lays
out global rules and processes and defines general condi-
tions and responsibilities for safe working. Detailed work in-
structions provide additional detail for the guideline and,
where necessary, provide country-specific information.
They include both basic occupational health and safety re-
quirements and particular specifications for organizing tech-
nical work at chemical production facilities. We expect our
employees around the world to comply with health and
safety guidelines at our locations. We focus on the following,
equally important objectives:
1. Prevention of accidents
2. Prevention of impairment to health and work-related
illness
3. Compliance with local legal requirements and global
LANXESS standards

Our comprehensive occupational health and safety man-
agement is an integral part of our global management sys-
tem. Risk assessments are carried out to identify and evalu-
ate risks and derive suitable countermeasures.

BACKGROUND PAPER VALUE CHAIN RESPONSIBILITY | LANXESS


https://lanxess.com/en/Responsibility/Approach/Sustainability-Management
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/Reporting/2022/2022-AR-LXS_web.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/Reporting/2022/2022-AR-LXS_web.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/Reporting/2022/2022-AR-LXS_web.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Factsheet/LANXESS-ESG-Data-Factsheet.xlsx
https://lanxess.com/en/Responsibility/Societal-Added-Value/Sustainable-Development-Goals
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/Reporting/2022/2022-AR-LXS_web.pdf
https://lanxess.com/-/media/Project/Lanxess/Corporate-Internet/Investors/ESG/Factsheet/LANXESS-ESG-Data-Factsheet.xlsx
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| Established practice: Risk assessment

Our risk assessment is the basis for all measures intended to
ensure occupational health and safety and emergency

management.

In the risk assessment, we list hazards that could occur at a
company during operating activities and assess the negative
impact on occupational health and safety. Based on this, tar-
geted, effective protective measures are established to min-
imize risks. In line with the risk assessment, all employees
receive sufficient and appropriate instruction. The effective-

ness of the measures is reaularly reviewed.

We are continuously working to further develop our safety
culture. Accordingly, staff at our plants and locations receive
regular health and safety training. This includes training in
line with the hazard potential of the substance being han-
dled. Employees responsible for HSEQ monitoring receive
regular training and pass on their knowledge of product
safety within the business units (train-the-trainer concept). In
addition, we use standard operating procedures for all
workplaces.

The lost time injury frequency rate (LTIFR) in 2022 was 0.5
and thus significantly lower than the already low level of the
previous year and thus within our medium-term target of <
1.0.

I:' You can find further information about occupational health and
safety in our Background Paper “Working at LANXESS”

Occupational health and safety in collabora-
tion with partner companies

Safety also takes top priority when collaborating with con-
tractors, suppliers and service providers. To ensure a shared
understanding of occupational health and safety with our
partner companies, we actively involve them in the com-
pany’s own safety culture. Our global guideline “Contractor
Safety Management” outlines minimum safety management
requirements for all contractors working at LANXESS
locations.

For example, our contractual partners must demonstrate
that they have a suitable safety management system in
place. This includes disclosing their safety performance.
Meeting our safety requirements, which we assess before
working together, is a prerequisite for signing a framework
agreement. Before starting work, the qualified partners each
carry out an activity-related risk assessment to identify haz-
ard potential and countermeasures. In addition, compliance
with our health and safety regulations is an essential com-
ponent of the work contracts.

Throughout the term of the contract, we monitor and docu-
ment how our contractual partners meet the safety require-
ments. We conduct spot checks as to whether employees
at our partner companies attended our compulsory safety
training sessions. In addition, employees at third-party com-
panies also receive company-specific safety briefings. On-
site, sign-in procedures and access checks ensure that only
authorized personnel from the partner companies can enter
our premises.

Once a year, we assess the safety performance of the part-
ner companies with which we have entered into framework
agreements. Based on the results, they may be asked to
make improvements. Workplace accidents at our contrac-
tors are documented in our Group-wide reporting system.
We have not had any fatal accidents at our contractors since
2007.

Facility and process safety

To protect employees and the environment, it is important
to us to ensure maximum safety, both when operating our
production facilities and in our workflows, which we improve
on an ongoing basis. Accordingly, we set ourselves the goal
of steadily reducing incidents.

Ongoing target: Continuous reduction in incidents relat-
ing to facility and process safety

In line with the LANXESS guidelines for responsible action,
environmental protection and safety, the global Group di-
rective “Process and Plant Safety” establishes clear respon-
sibilities and consistent practices for our employees to en-
sure that hazards are reduced to a minimum. In addition, our
Group directive “LANXESS Maintenance-, Plant Integrity-
and Turnaround Management System” ensures that facility
safety, integrity and availability is maintained at all produc-
tion and logistics locations. At our plants, subject-matter ex-
perts discuss detailed measures for avoiding accidents and
securing the facilities with on-site teams.
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Our buildings and facilities have an inherently safe
construction and safety infrastructure to contain and
prevent incidents. At a minimum, they meet statutory
requirements and are also individually expanded depending
on the results of our hazard assessment. Safety equipment
includes fire doors, warning systems, safety valves,
emergency shut-off systems and containment systems.
Hazard prevention plans for all employees can also be found
in our buildings. Before beginning new or modified process
steps, plant sections or apparatus, our employees are
trained on how to operate them safely, how to maintain
them and how to behave safely in a hazardous situation.

Internally, we assess the safety of our facilities and pro-
cesses using the key performance indicator (KPI) Process
Safety Incidents (PSI). This figure covers all incidents with
either a minor or larger impact on people and the environ-
ment caused by a release of substances. Process safety in-
cidents are weighted differently depending on their severity,
as defined by the CEFIC (Conseil Européen des Fédéra-
tions de I'Industrie Chimique). To prevent these, the causes
of all incidents are analyzed and communicated internally.
For transparency purposes, we report not only reportable
incidents but also all relevant events. Overall, there were five
relevant incidents in 2021 relating to facility and process
safety, and three of these required reports. We also want to
continuing reducing the number of environmental incidents.
In 2022, there were no cases with relevant environmental
impact.

Ongoing target: Continuous reduction in environmental
incidents

Emergency management at our locations

We are prepared for emergencies and can respond quickly
thanks to our global standards for emergency response pro-
grams. These include a global emergency support process
that covers all LANXESS customers, products, external
stakeholders and locations and is available 24 hours a day,
seven days a week.

The Group directive “Internal Reporting of Incident and
Guideline for Incident Management at LANXESS” sets out
safety-related emergency processes such as reporting
channels, processes and responsibilities. In the case of inci-
dents in the highest category, the Emergency Response Of-
ficer coordinates internal communication. This role is exer-
cised by LANXESS employees in different capacities, and
the employees in question receive appropriate training. The
Corporate Communications Group function provides sup-
port in the form of a crisis communication team and coordi-
nates external communication.

Q Established practice: Roles and responsibilities of

the Emergency Response Officer

Emergency Response Officers are LANXESS employees
who perform this role alongside their main job and are ap-
propriately trained.

The Emergency Response Officer is notified of category 1
incidents. These are incidents that are expected to impact
the general public or the surrounding area or that could re-
sultin significant injuries or damage to the environment. The
Emergency Response Officer informs the body responsible
at LANXESS Group headquarters and compiles all material
information on the incident that is necessary to make deci-

sions and take measures.

In the event of an incident, requirements for our emergency
plans are set out in our “Emergency Preparedness and Re-
sponse in LANXESS sites and facilities” standard. These in-
clude guidelines on local legal requirements, mitigation
measures, responsibilities and communication with employ-
ees and local stakeholders such as residents and authori-
ties.

Depending on the size of the location, internal or external
emergency teams are on call at our plants. In addition, each
of our locations has at least one safety officer as required by
law. This officer assists management with occupational
health and safety, accident prevention and all aspects of
health and safety. Our responsibility as the operator and, in
turn, all related tasks, lie with the respective plant managers
and are described in our internal Group directive “Plant
Management at LANXESS”. Systematic safety appraisals,
which involve trained production and maintenance
personnel, are overseen by technical safety experts. We
regularly review our emergency plans and train our
employees for emergencies (safety day). We also
coordinate our emergency plans with the local emergency
organizations. At our three largest “Verbund” sites in
Leverkusen, Dormagen and Krefeld-Uerdingen, we are
supported by Currenta, the operator of the chemical park,
which provides among other services the fire brigage and
occupational health services.

Together with other companies in the chemicals industry,
we also operate the Transport Accident Information and
Emergency Response System which provides round-the-
clock information about the handling of chemicals in a
transport accident.
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Sustainable production

We regard preservation of natural resources, by using raw
materials as efficiently as possible and reducing or prevent-
ing emissions and waste, as an ongoing task in the context
of our environmental responsibility and expertise.

We ensure that all of our locations are state of the art. In the
case of company acquisitions, we analyze our new locations
in detail and provide them with equipment that meets tech-
nological and environmental standards. A gap analysis pri-
oritizes the order in which these measures are carried out.
At our production sites, we constantly work to improve our
production processes to ensure high standards. Our goal is
to refine our production processes on an ongoing basis to
remain competitive and achieve our climate and energy ef-
ficiency targets.

One way we measure our progress is by the number of in-
novation projects. In 2021, 81 projects (previous year: 75)
were process related with the objective of reducing costs or
increasing efficiency or capacity. Our total research and de-
velopment costs in 2021 came to EUR 115 million (previ-
ous year: EUR 108 million). Increasing digitalization of our
facilities and processes also supports our goal of constantly
optimizing our production processes. More than two thirds
of all plants now have digital tools to analyze process data.
Our experts use the data collected to identify deviations and
thus detect production irregularities at an early stage.

Climate protection is a core issue for us. We have set our-
selves the ambitious goal of making direct emissions and
purchased energy (Scope 1 and 2 emissions) climate neu-
tral by 2040 and upstream and downstream supply chains
(Scope 3 emissions) by 2050.

In addition, we developed a global water management and
water stewardship program for sites where there is a risk to
the water supply.

I:l Background Paper Climate

I:l Background Paper Water

Non-greenhouse gas emissions and air pollutants
Besides the greenhouse gas emissions, there are also other,
non-greenhouse gas-related emissions known as air pollu-
tants. These include particulate matter, nitrogen oxides
(NOx) and non-methane volatile organic compounds
(NMVOCs). These substances can harm human health and
the biosphere, directly or indirectly. As a global chemicals
company, we also take responsibility for air pollutants:
We identify them at our locations, measure them regularly,
have them audited externally and publish the figures.

Our Group-wide “Environmental Protection Management”
guideline describes how we deal with these emissions. We
have set clear goals to reduce emissions of volatile organic
compounds.

2025 target: Reduction of emissions of non-methane vola-
tile organic compounds (NMVOCs) by 25 % compared to
base year 2015

We have already met our target of reducing these by more
than 85 % and are continuing to work on decreasing the fig-
ure further. Another way of reducing air pollutants targets
nitrogen oxides, which are removed by thermal air
purification.

In addition, our climate protection projects such as the ni-
trous oxide reduction facility in Antwerp (Belgium) play a
part in significant reducing emissions of both nitrous oxide
(N20) and nitrogen oxides (NOy).

Q Established practice: Thermal air purification

Where necessary, we use thermal air purification systems to
safely remove exhaust air from chemical processes. In a fur-
nace, all organic components of the exhaust air are con-
verted into carbon dioxide and water at temperatures of
830°C. Inorganic components such as chlorine, sulfur and
bromine are then washed out in flue gas purification.

At present, we are preparing to record hazardous air pollu-
tants in our HSE data entry system.

Waste management

Our waste management includes systematic management
of material flows. We strive to avoid hazardous and non-haz-
ardous waste as far as possible and to break the link be-
tween growth and waste production. Accordingly, increases
in efficiency and yields to reduce waste, as well as measures
to reduce and recycle waste materials and climate and en-
ergy efficiency measures, are other central aspects in further
refining our production processes. To keep the proportion
of waste to be disposed of as low as possible, we are con-
stantly working on a number of research projects.
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Our “Verbund” sites enable us to re-use many residues and
by-products as a raw material directly in neighboring plants
— both at our own and at other chemicals companies. This
creates closed-loop materials cycles and avoids waste.

(;3 Established practice: Optimizing material flows

Ammonia water: The Liquid Purification Technologies
business unit produces weak acidic cation exchange resins
from acrylonitrile at the Leverkusen site. This process cre-
ates ammonia water. This is used as a raw material by the
neighboring hydrate plant run by Advanced Industrial Inter-
mediates instead of fresh ammonia.

Hydrogen sulfide: In Antwerp, the Rhein Chemie business
unit's 2-mercaptobenzothiazole plant creates hydrogen sul-
fide as a residual product. The Lubricant Additives business
unit uses this for sulfur carrier production of extreme pres-
sure additives. This does not only prevents residues, the
business unit also reduces raw materials through this back-
ward integration.

Glutaric acid: In Uerdingen, Advanced Industrial Interme-
diates passes on glutaric acid — a by-product of adipic acid
production — to a partner for their production.

We regularly measure and review waste figures, have these
verified by third parties and communicate them transpar-
ently (see ESG Data Factsheet). The significant increase in
the total amount of waste generated in year 2017 and
2018 is primarily attributable to the acquisition the
Chemtura production sites in April 2017.

The acquisition driven increase in waste is predominantly
driven by contaminated process water that is categorized as
waste under local regulations. Since taking over the loca-
tions, we have been working on steadily reducing the quan-
tity. Between 2018 and 2021, we reduced the volume by
around 25 %.

Waste
In thousand metric tons in kilograms of waste/

thousand euros of sales

2016 2017 2018 2019 2020 2021

@ Slightly polluted wastewater
= |n relations to sales (material waste)

Q- Material waste

Our waste management focuses on our material waste. Our
goal is to continually increase the external recycling rate for
all waste flows in the sense of a circular economy. To
achieve this, waste at LANXESS is collected separately and
assigned to be either recycled or disposed of. As not all ma-
terials can be conventionally recycled (e.g. mechanical re-
cycling or solvent reprocessing by way of distillation), we
also consider ways to recycle our waste flows chemically. If
this is not possible, we sell our waste flows as energy
sources. Waste that cannot be prevented, reclaimed or
used as energy is properly disposed of by third parties in an
environmentally responsible manner.

To verify correct disposal, as well as standard verification
documentation we also carry out regular checks at our dis-
posal partners.

In 2021, we reported approximately 200 kt of material
waste for disposal worldwide, i. e. about 28 kg per EUR
1,000 in sales. This is liquid and solid, mostly chemical
waste of which 28 % was recycled externally in 2021. By-
product streams - that are used directly at the chemical park
organization or are reused or recycled within our Group -
are not accounted as waste (see “Established practice: Op-
timizing material flows”).

Our waste reporting has been more differentiated since
2021. We no longer present only the disposal methods for
the total amount of our waste; we also report the share of
hazardous and non-hazardous waste separately.

Waste for Disposal’

% (LANXESS total)
8.4(10.4)
®

9.7 (10.3)
@~ Material recycling °
@~ |Incinerated waste
with energy e 3.9(3.8)
recovery

6.4 (6.2)
@— Incinerated waste
without energy
recovery

— Landfilled wastes

—o  Other forms of disposal

71.7 (69.3)

1) Continuing operations
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3. TRANSPORT, STORAGE AND PACKAG-
ING

Transportation safety

Safety is our top priority when transporting our products, es-
pecially chemicals. When it comes to selecting our transpor-
tation solutions, safety is an important consideration, be-
sides economic and environmental aspects. Our target is to
avoid any incidents in the transport chain, and we have set
a Group-wide goal to this end. There was no reportable
transportation incident in fiscal year 2022.

Ongoing target: Continuous reduction in transportation
incidents

Our Global Procurement & Logistics Group function moni-
tors and reviews compliance with international, regional and
local transport safety regulations.

Our “Dangerous Goods Management at LANXESS” and
“Transport Safety Management at LANXESS" global guide-
lines set out our requirements for transportation safety. To
put these regulations into practice, all LANXESS companies
with production sites and/or logistics activities appointed a
dangerous goods safety adviser and a transportation safety
adviser, who also provide the management with expert ad-
vice.

The dangerous goods safety adviser and the transportation
safety adviser receive regular further training and review all
logistics improvement measures within the company, with
the frequency of these checks depending on the risk poten-
tial. Own transport equipment, such as tank containers, is
regularly checked at the intervals required by law. Respon-
sible employees and employees involved in hazardous ma-
terials and transformation safety processes undergo fre-
quent training. The dangerous goods safety adviser and the
transportation safety adviser receive regular training and
check all logistical improvement measures in-house, with
the frequency of inspections depending on the risk poten-
tial. The company's own transport equipment, such as tank
containers, is regularly inspected at the intervals prescribed
by law. The responsible employees and employees involved
in processes relevant to dangerous goods and transport
safety also receive regular training.

The sustainability, safety and quality criteria of our transpor-
tation service providers are regularly reviewed, e. g. every
three years. These assessments are carried out using the
established Safety and Quality Assessment for Sustainabil-
ity. Depending on the country, reviews can also be carried
out by external organizations, including as part of TfS audits.

Safe transportation also includes load securing. To counter
the deficiencies in securing general cargo in freight contain-
ers, the Production, Technology, Safety & Environment
Group function has developed a load securing standard for
LANXESS. After numerous field tests, it has proven success-
ful. After the Corona-related interruption, this standard will
be introduced at other sites and external service providers.
In 2023, implementation is planned in the USA and at all
German Chemion charging stations.

Storage and packaging

Based on our global guideline “Storage at LANXESS,” we
regularly assess the safety and environmental risks for stor-
ing raw materials and products with high hazard potential.
We ensure that the warehouses we use are equipped in a
way that ensures compliance with health, safety, environ-
mental protection and quality requirements.

Our packaging is selected on the basis of legal regulations
and taking account of sustainability and safety aspects.
Across the Group, we are consistently working on optimiz-
ing our packaging’s thickness in order to conserve re-
sources. We also make our packaging sustainable by
switching from disposable to reusable packaging or using
sustainable, recycled raw materials.
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4. PRODUCT RESPONSIBILITY

The constant improvement of product safety is embedded
as a core aspect of our Corporate Policy. We have pledged
to minimize risks for humans and the environment across all
phases of the product lifecycle through safe research, man-
ufacturing, storage, logistics, use and disposal.

Global regulatory framework

Complying with global chemicals control regulations is an
essential prerequisite for selling chemicals and chemical
products throughout the entire value chain. We go to great
effort to comprehensively ensure this, both for our own
products and together with our partners — for example for
our raw materials. Particularly in the case of consumer ap-
plications, we ensure that our products meet high national
and international standards, certificates, and quality seals.

Our products are subject to strict local regulations with spe-
cific registration processes. The European Union, the
United States of America, South Korea and the United King-
dom have particularly high requirements for chemicals reg-
istration. We bring products to market only when their safety
can be guaranteed in line with scientific and technological
information.

Materials of which we produce more than one metric ton a
year and import to the EU are registered, listed and evalu-
ated in accordance with the REACH (Registration, Evalua-
tion, Authorization and Restriction of Chemicals) regulation.
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For this, we provide information on substance identity and
physical-chemical, ecological and toxicological information
and assess the risks associated with manufacturing and us-
ing of the substances. At least twice a year, we hold work-
shops to inform our REACH officers of new legal require-
ments and raise awareness of the importance of product re-
sponsibility. The REACH requirements have been continu-
ously updated since 2007 and research and studies have
produced new findings, meaning that we regularly revise
our registration dossiers.

In this context, we support the voluntary Action Plan of the
European Chemical Industry Council CEFIC and have
signed a corresponding declaration of intent. In this, we
commit to review and — if necessary — update our REACH
registration dossiers by 2026 at the latest.

2026 target: Inspection and, if necessary, optimization of
the quality of all registration dossiers that were prepared in
accordance with the REACH Regulation under the guidance
of LANXESS

T Further information on REACH at LANXESS

Product safety

With regard to the safety of our products, our internal stand-
ards exceed the legal requirements in many areas. For ex-
ample, we prepare safety data sheets for non-hazardous
substances and have a clear roadmap to making our prod-
uct portfolio sustainable. We have described how we meet
legal and voluntary product safety requirements and the
safe use of our products in global guidelines and in our
Group-wide management system.

Our PTSE Group function manages and reviews these on a
regular basis. It ensures that laws and regulations are up-
held and that preventative measures are prepared, put into
practice and monitored. Our business units, together with
our HSEQ organization, are responsible for ensuring prod-
uct safety in their organizational units.

Scientific data and hazard labeling

Our “Product Safety Management at LANXESS” guideline
stipulates how product responsibility is to be exercised
throughout the Group and outlines collaboration between
all of the parties involved. Our global product safety man-
agement ensures that all scientific, national, regional and in-
ternational provisions are recognized, properly interpreted,
implemented in full and within statutory deadlines and re-
viewed. To record new and modified products, we estab-
lished a process that ensures that the relevant product
safety data is documented in our central database. We pass
this information as instructions for use and safety data
sheets on to our customers.

Before we manufacture, import or sell a product, we ensure
that applicable chemicals laws are observed. We ensure
product safety by considering all scientific and technological
information. Scientific information is based chiefly on physi-
cal-chemical, toxicological and environmental studies of in-
dividual materials included in the products, including find-
ings from animal experiments. We are committed to per-
form animal experiments only if they are required by law or
alternative experiments have been ruled out.
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We classify and label hazardous products before they are
used or brought to market. They are classified under haz-
ardous substances legislation and labeled in line with appli-
cable national and local legislation. Accordingly, we regu-
larly adapt our electronic safety data system to take account
of new features in GHS (Globally Harmonized System of
Classification and Labeling of Chemicals) legislation in the
different countries. We thus ensure that risks for humans
and the environment are avoided in transport, storage, use
and disposal.

Product safety in manufacturing

We develop substance-specific regulations to protect our
employees, especially in production. These include system-
atic risk assessments. We regularly train our staff on the
safety and hazard potential of the materials used and pro-
vide appropriate training documents. The training content
comprises of for example new regulatory requirements and
communicate information on GHS, safety data sheets, (eco)
toxicology and the transportation of hazardous goods.

In order to review legal requirements and internal regula-
tions, we conduct regular internal compliance checks. In ad-
dition, regular inspections and audits by regulatory authori-
ties check whether requirements under chemicals legisla-
tion are met.
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Safe use

The safe use of our products along both our own and the
downstream value chains is an essential part of product re-
sponsibility at LANXESS. Together with our customers, we
check the use and operating conditions of our products. Our
business units help our direct customers — especially those
who manufacture products for end consumers — to handle
our materials safely and sustainably. For example, we offer
training and advice to our customers and talk about the risks
of handling our products.

We also provide safety information to our customers and
partner companies throughout our supply chain. For exam-
ple, we have more than 277,000 safety data sheets and ex-
panded safety data sheets for all of our materials, including
intermediates, which we document in 43 languages in our
electronic safety data system. All safety data sheets are avail-
able to our customers and employees at all times. Most can
also be accessed by the general public using the online
product finder.

Our global hotline for product-related questions and com-
plaints can be found on the safety data sheets and on our
website. Customers can contact our sales representatives
as a direct point of contact if they have any problems. These
employees receive regular training. For the event that a
product is recalled, we have described our return program
processes in our Group-wide guideline “Control of Noncon-
forming Products”.

Product surveillance

One way we evaluate and monitor the health, social and en-
vironmental impact of our products is through regular liter-
ature research. As part of this, we assess all relevant scien-
tific, toxicological and environmental information on our ma-
terials on an ongoing basis. We also continually monitor our
products and their use on the market and follow up on infor-
mation about hazards so that these can be prevented. All
information about any potential risk to human health or the
environment of LANXESS products is recorded and evalu-
ated by the PTSE HSEQ department.

Our global risk management and product monitoring en-
sure that health and safety risks of our products and the
causes of these are identified and evaluated at an early
stage and adequately taken into consideration in strategic
and operating decisions.

We have implemented a comprehensive incident manage-
ment system for incidents at our customers that establishes
individual procedures to be followed and the relevant report-
ing channels. Reports that are relevant to our product mon-
itoring are documented in the Group-wide incident manage-
ment system “Intelex”. Our global 24/7 emergency support
also covers all customers, stakeholders, locations and prod-
ucts (see “Emergency management at our locations”). An
on-duty emergency response officer monitors our emer-
gency systems around the clock. To avoid a recurrence of
incidents, they are analyzed and corrective measures are
taken.
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GLOSSARY

Business Units (BUs): The business units are responsible
for our operating business and are grouped to the three seg-
ments Advanced Intermediates, Consumer Protection and
Specialty Additives.

Conflict minerals: The four most frequently mined conflict
minerals are cassiterite (for tin), wolframite (for tungsten),
coltan (for tantalum) and gold ore or its derivatives. The term
also covers other minerals that have been identified as help-
ing finance a conflict in the Democratic Republic of Congo
or a neighboring country.

Dangerous Goods Safety Adviser: Specialist appointed
in writing by the management who monitors and verifies
compliance with hazardous goods rules and internal regula-
tions and advises the management on issues related to haz-
ardous materials.

EcoVadis: Issues sustainability ratings for companies. The
rating helps track and improve a company’s global environ-
mental, social and ethical performance.?

Contractual Partner: Contractual partners of the com-

pany with which there is a permanent business relationship
on the basis of a framework agreement.
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German Chemical Industry Association (ger.: Ver-
band der chemischen Industrie / VCI): The German
Chemical Industry Association represents the economic
and policy interests of chemicals and pharmaceuticals com-
panies in Germany. As the voice of the sector’s economic
policy, the association discusses the best general conditions
for Germany as an industrial location with other interest
groups, governments, public authorities, the scientific com-
munity and non-governmental organizations.?

Group Function (GF): Our 13 Group functions support
the operations of LANXESS, for example by managing pro-
cesses, planning human resources, supporting the business
units in day-to-day business and advancing digitalization.

Hazardous air pollutants: Impurities that cause serious
illness. Industrial facilities are one of the most common
sources of these.*

Health, Safety and Environment (HSE) sub-commit-
tee: Committee for safety, environment, energy and climate
protection. The committee ensures consistent, high quality
management, safety, environmental, energy and climate
protection standards worldwide and develops a shared un-
derstanding of management principles.

Matrix certificate: Certification of a group of areas within
a company using a sampling procedure. This requires a
standardized management system that is used by all plants
—on an individualized basis. In a matrix, a central matrix of-
fice is responsible for monitoring the management system
in all areas of the group. The external review is performed
according to a defined sampling procedure. The certificate
refers to all areas of the group and is known as a matrix cer-
tificate.

Nitrogen oxides (NO,) without nitrous oxide (N2O):
Nitrogen oxides are what are known as reactive nitrogen
compounds that can have a number of negative conse-
quences for the environment. Together with volatile hydro-
carbons, nitrogen oxides are responsible for ozone for-
mation in the summer. Nitrogen oxides also contribute to
particulate matter pollution.®

Non-methane volatile organic compounds: Non-me-
thane volatile organic compounds (NMVOCs) are released
largely as a result of the evaporation of solvents (in paints,
varnishes and adhesives) and fuels, as well as incomplete
combustion processes. Biogenic sources, especially forests,
also contribute a portion that is not insignificant.®
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Occupational Health and Safety Assessment Series
(OHSAS): The OHSAS 18001 was an international occu-
pational health and safety standard. The standard was re-
placed by ISO 45001.6

Particulate matter: Particulate matter, an airborne parti-
cle, refers to particles in the air that do not immediately sink
to the ground but are instead suspended in the atmos-
phere.®

Responsible Care® Global Charter: Responsible Care
is the global initiative of the chemicals industry to continually
improve its environmental protection and health and safety
performance. This goal is achieved not only by complying
with the law and other regulations but also through cooper-
ative and voluntary initiatives with government organizations
and other stakeholders.”

Safety data sheet: A safety data sheet provides users with
detailed information on a product so that all required
measures can be taken to ensure safety at work and protect
the environment. A safety data sheet is required by law for
all hazardous materials and mixtures.

Together for Sustainability (TfS): Together for Sustain-
ability is a joint initiative of chemicals companies established
in 201 1. It focuses on encouraging sustainability practices
in the chemical industry supply chains.
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Transport Accident Information and Emergency Re-
sponse System (TUIS): LANXESS is one of the 130 TUIS
member companies in the chemical industry. TUIS provides
nation-wide assistance in the event of transportation acci-
dents with chemical products, accidents in storage areas
and in acute hazardous situations.®

Transportation Safety Adviser: Specialist appointed in
writing by the management who monitors and verifies com-
pliance with rules and internal regulations and advises the
management on issues related to transportation safety.

UN Global Compact: The UN Global Compact is the
world’s biggest and most important initiative for responsible
corporate governance. Based on ten universal principles, it
pursues the vision of an inclusive and sustainable global
economy for the benefit of all people, communities, and
markets.?

World Business Council for Sustainable Develop-
ment (WBCSD): The WBCSD is a global, CEO-led organ-
ization committed to accelerating the pace of change to-
wards a more sustainable world. At the core of the network
are its six work programs, for example relating to the envi-
ronment and energy or the circular economy, aimed at
achieving the United Nation’s Sustainable Development
Goals. Its approximately 200 member companies represent
19 million employees and USD 8.5 trillion in sales.’®

" Quelle: RMI (Responsible Minerals Initiative)

2 Quelle: EcoVadis

3 Quelle: VCI: der VCI

4 Quelle: Brunila, Grenano (o. J.)

5 Quelle: Umweltbundesamt

6 Quelle: TUV Rheinland

7 Quelle: VCI: Responsible Care Global Charter
8 Quelle: VCI: TUIS (2022)

9 Quelle: UN Global Compact

10 Quelle: WBCSD
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