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SUSTAINABLE PROCUREMENT POLICY
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reputational damage

This policy is based on: UN Global Compact; ISO 14000;
Responsible Business Alliance Code of conduct; Science
Based targets initiative; ILO; EU/local directives, regulations,
and standards; and The Norwegian Transparency Act

Solar’s Solve strategy 2024-2026

This sustainable procurement policy applies to all of Solar’s
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Public document

Senior Sourcing Manager, Sustainable Procurement

Industrivej Vest 43, DK-6600 Vejen, Denmark

www.solar.eu

The executive steering
committee

Latest update
Approved by
Responsible

Contact person

solar

Vice President, Group Sourcing & Category Management;
Director, Group Sustainability; Senior Sourcing Manager,
Sustainable Procurement

February 2024. Annually review
CEO
Executive Board

Senior Sourcing Manager, Sustainable Procurement


http://www.solar.eu/

solar

2. OBJECTIVE OF THE POLICY 3. POLICY

This policy is aligned with the overall Solve strategy 2024-2026 of Solar Group Solar’s sustainable procurement vision solar
(hereafter: Solar) in which sustainability is embedded. The policy outlines a framework and high-level strategy

for sustainable procurement at Solar to ensure efficiency and transparency, making

sure that the practices of Solar's suppliers are sound and with limited impact on society Sustainable procurement vision

and environment. As a part of ongoing efforts, Solar currently focuses on the activities Source sustainable products for our customers by leading the green transition and protecting

d b d . th I human rights - together with our suppliers.
escribed In tnis policy.
Sustainable procurement strategy

. . . 3 L . . . Ensuring compliance to the code of conduct through:
Being a leading European sourcing and services company within electrical, heating and » Riskassessment of supplers nthe four pilars:
o luman rights
plumbing, ventilation, and climate and energy solutions, the origins of the products we o Envionment
. . . o Sustainable procurement
source are global. Our suppliers operate global supply chains, ensuring that Solar can «  Actively work with suppliers on corrective action pr and imp in st ity matters
. . . . Reducing CO, emissions in the supply chain through active supplier collaboration
source quality products that meet the requirements of regulation, customers, and
SOCiety. Statement
Solar requires our suppliers and partners to follow and live up to the same ethical and social standards that we
demand of ourselves
Our sourcing and supplier relationships must be characterized by respect for human rights, the environment, and
society throughout the value chain.
Picture 1: Solar’s sustainable procurement vision and high-level strategy
3.1 Reducing and eliminating risk in the Solar supply chain
3.1.1. Ensuring compliance to the code of conduct
Solar’s sustainable procurement work is founded in our supplier code of conduct. Solar
has voluntarily adopted the Responsible Business Alliance (RBA) Code of Conduct
since 2016. Moreover, it follows the guidelines set out in the UN Global Compact, the
Solar A/IS
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ILO core conventions on principles for international companies and social policy, and
the OECD guidelines for international companies. The code of conduct covers human
and labour rights, health and safety, environment, ethics, and anti-corruption and
bribery. Not only does it outline our current requirements, it also includes aspirations,
encouraging suppliers to evolve and advance their sustainable performance. Solar is
committed to increase the adaption and compliance of our suppliers. Solar's code of
conduct is part of the agreement that we sign with our suppliers, as it is a requirement
for becoming a strategic or preferred supplier.

The objective is to increase spend covered by Solar’s code of conduct. The KPl is a
percentage of the Solar spend covered by code of conduct and is tracked yearly on
legal entity level. The target is to have 95% of our spend covered by end 2026.

3.1.2. The Norwegian Transparency Act

The Norwegian Transparency Act is a law concerning businesses’ work with human
rights and working conditions, and it entered into force in Norway on July 1, 2022. Solar
has implemented the processes to comply with the law, perform due diligence according
to the legislation, and report to the Ethical trade organisation in Norway.

Solar A/S
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Process to be compliant with Norwegian Transparency Act and EU directive (OECD standards on Human Rights
Due Diligence), and how this is supported by the EcoVadis platform
ecovadis ecovadis ecovadis ecovadis
i - - - - D
commitment remedy
Develop, Develop a Take action on Track the Communicate Cooperate with
implement, and process to the most implementation human rights other parties to
communicate a assess and significant risks. and results to due diligence enable remedy
policy on identify the Develop and evaluate procedures,
human rights most implement effectiveness of risks, Provide
due diligence significant risks remediation due diligence activities, and grievance
within plan to cease, procedures findings to mechanisms
Incorporate operations and prevent and stakeholders
policies and supplier and mitigate risks Continuous
(3 ions in busine: Act on findings. improvements
supplier and relationships Corrective
business actions
relationships

Picture 2: How the partnership with EcoVadis is helping with the Norwegian Transparency Act
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3.1.3. Due diligence of the Solar supply chain

Strategic and preferred suppliers
represent 98% of Solar Group’s total
spend. Approximately 2,500 suppliers
fall into these segments. Our target by
2026 s to have 82% of these risks
assessed.

Tail spend represents less than 2%
of Solar Group's spend. In numbers
approximately 1,500. These
suppliers will be pre-risk assessed
per industry and localization by
2026. Based on the outcome on high
risk indications, these suppliers will
be prioritized for full risk
assessments

Picture 3: lllustration of Solars strategy of risk assessment/due diligence in the supply chains

Solar strives to eliminate violation of human and labour rights, anti-corruption and
bribery, and minimize the environmental impact related to the products we sell. To
increase transparency in the Solar supply chain, we conduct risk assessment/due

' BASELINE FOR EACH YEAR IS FULL SPEND FOR THE CURRENT CALENDAR YEAR FOR STRATEGIC AND PREFERRED SUPPLIERS.

2 BASELINE FOR EACH YEAR IS FULL SPEND FOR THE CURRENT CALENDAR YEAR FOR STRATEGIC AND PREFERRED SUPPLIERS.
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diligence on our suppliers, which in the first wave primarily covers strategic and
preferred suppliers. It is conducted through a 3 party tool (EcoVadis), bringing an
updated view of supplier risks related to human and labour rights, environment, and
ethics. A risk-based approach is used, prioritizing audits by reviewing risks per country
or market or per commodities, processes, or supplier work area. Solar is committed to
increasing the number of suppliers that have gone through a risk assessment/due
diligence and to driving corrective actions with our suppliers to identify high or very high
risks. The KPI related to this is a percentage of Solar’s spend ' (per legal entity) that is
risk assessed. This metric is tracked and reported on entity level on a yearly basis. The
target is to have 82%?2 of our group level spend assessed by end 2026.

This ties into the overall target of having no high or very high-risk suppliers by end
2026.

3.1.4. Pre-risk assessment based on location and industry for tail spend

Solar is committed to eliminating high risks in our supply chain. The tail suppliers of
Solar’s portfolio represent less than 2% of the spend (approx. 1,500 suppliers). These
suppliers will undergo a pre-analysis/risk mapping based on location and industry. This
pre-analysis will identify suppliers associated with high or very high risk in any area to
prioritize the tasks of due diligence. The target is to have our tail spend suppliers pre-
risk assessed and to have no high or very high-risk suppliers by end 2026.
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3.1.5. Physical audits

Solar’s ambition is to collaborate with our suppliers to improve their sustainability
performance. During 2024-2026, Solar plans to audit multiple strategically important
suppliers that are located in risk areas and/or operating in risk businesses. It is an
active tool for Solar going forward to perform physical audits by accredited 3™ parties
on suppliers with risk indications and of strategic importance.

3.1.6. Actively collaborate with the suppliers on improvements and corrective
action procedures

Solar is committed to increasing our suppliers’ sustainability maturity and with that their
due diligence score. The due diligence score shall be improved through corrective
action procedures. We conduct ratings in the four sustainability themes, Environment,
labour and human rights, ethics, and sustainable procurement, each scoring between
0-100. Solar's priority is human rights. Hence, we have set a threshold at either below
45 points on weighted average (counting all above mentioned themes) or below 45
points on human rights alone, both being a threshold for corrective action procedures
requested. The threshold is set based on market average.

The objective is to increase the sustainability maturity of our suppliers. The KPl is to
increase the average score in the risk assessment/due diligence by 3 points per year,
complying with the main target of having no high or very high-risk suppliers by 2026.

Solar A/S
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4. ENVIRONMENT - REDUCING CO:E EMISSIONS IN THE SUPPLY CHAIN

4.1. Reducing CO2ze emissions in the supply chain though active supplier
collaboration

Solar must lead by example for employees, individuals, and the public, as individual
and collective behavioural changes are important. Climate change can further be
mitigated by collaboration through the supply chain in combination with a policy
framework. Solar is committed to the Science Based Targets initiative (SBTi), and we
want to motivate our suppliers to switch to and report on the usage of renewable energy
and to report on CO2e emissions in scope 1 and 2. The objective is to increase
awareness of COze emissions, and the KPI is to raise the number of suppliers reporting
on CO2ze emissions in scope 1 and 2 by 9 by 2026 (baseline year 2023).

4.2. Usage of renewable energy amongst suppliers

Directly linked to CO2ze emissions is the usage of renewable energy in production,
which we encourage. Our target is to have an increased number of suppliers
purchasing and reporting their usage of renewable energy with a KPI of an additional 9
suppliers by the end of 2026 (baseline year 2023). This is tracked and monitored
through our 3 party tool.

4.3. CO2e emission reduction scope 3

99% of Solar's CO2ze emissions derives from the supply chain, i.e., scope 3. We strive
to drastically decrease the CO2e emissions to limit global warming and reach the goals
of the Paris Agreement. Solar has committed to SBTi methodology for reducing the
CO2e emissions in scope 3 by 2030. This will be done by actively collaborating with our
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suppliers. The objective is to reduce Solar’s emissions in scope 3, use of sold products,
by 25% (baseline year 2020).

5. RAISING AWARENESS AND CAPACITY BUILDING

Solar recognises that raising awareness and competence are two key factors for
motivation and for driving improvements. Our commitment to raising competence within
the area of sustainable procurement is as follows:

5.1. Code of conduct training

All relevant? staff is required to have concluded the code of conduct training. The
training covers what the code of conduct entails, why Solar is requiring this from our
suppliers, and the content of the document itself. The training is mandatory for all staff
with supplier relations but is however available for all others. The objective is to raise
competence, awareness, and motivation to drive sustainability issues, and the KPI
measure is the accumulative percentage of relevant staff trained. The training is held
continuously, and target is 100% of relevant staff trained by 2026.

5.2. Sustainable procurement policy training

All relevant staff is also required to take the sustainable procurement training,
consisting of the contents of this policy. The training informs of the importance of
sustainable procurement, Solar’s priorities, efforts, and KPIs of sustainable
procurement. The objective is to raise competence, awareness, and motivation to drive

3 RELEVANT STAFF IS 6 SELECTED GLOBAL ROLES IN COMMERCIAL MARKET AND SOURCING. THE TARGET IS THE TOTAL AMOUNT OF STAFF
IN THESE 6 SELECTED ROLES.
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sustainability issues, and the KPI is the accumulative percentage of relevant staff
trained. The training is held continuously, and the target is 100% of relevant staff
trained by 2026.

5.3. Sustainable procurement courses provided by 3" party

All relevant staff is required to have concluded the sustainable procurement training
provided by a 3" party. The training gives a broader understanding of sustainable
procurement, providing a common knowledge base. The training is held continuously,
and the target is 100% of relevant staff trained by 2026.

5.4. External supplier capacity building

Solar aims to increase awareness, competence, and sustainability maturity with our
suppliers. Suppliers that score below the threshold of 45 points in our risk
assessment/due diligence are assigned a 3 party training package. The KPI applies to
all suppliers with less than 45 points and complies with the target of having no high or
very high-risk suppliers in our supplier base.

6. DEVIATIONS TO THE POLICY

No deviations from this policy are allowed.


http://www.solar.eu/

solar

7. DIVISION OF RESPONSIBILITIES

In Solar, sustainable procurement is headed by Commercial Market and Sourcing. Solar
Group Management plays a vital role as an overall committee when it comes to strategic
initiatives and overall priorities.

Message from the CEO

Solar commits to operate in a responsible manner throughout our supply chain.
Sustainable procurement is embedded in our company strategy, Solve, and we are
convinced that we make an impact through driving improvements together with our
suppliers.

‘With this sustainable procurement policy, we confirm our engagement to strive for the
respect of all internationally recognised human rights, environment standards, and
ethics throughout our value chain’.

Jens Andersen, CEO

Solar A/S
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