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What is sustainability?

“Sustainable development is development that meets the needs of the
present without compromising the ability of future generations to meet
their own needs. [...] In essence, sustainable development is a process of
change in which the exploitation of resources, the direction of invest-
ments, the orientation of technological development, and institutional
change are all in harmony and enhance both current and future
potential to meet human needs and aspirations.”
Brundtland-Commission 1987
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The German Council for Sustainable Development (RNE) shall adopt

the German Sustainability Code and recommend that the political and
business communities use it extensively as a voluntary instrument. The
German Sustainability Code arose by virtue of an innovative process

of dialogue among the stakeholders. The Council expresses its sincere
thanks to all those involved for their commitment, constructive and
critical input and collective responsibility for seeing this dialogue
process through to a German Sustainability Code which is tenable for all.

Representatives of the financial markets, business and civil society
actively participated in the dialogue process. Businesses have field-tested
the German Sustainability Code and their feedback on its practicability
was positive. Without demand of representativeness, a total of 28
companies with a market capitalization of 463 billion euros and a total
of 3,160,481 employees took part in this participation phase: listed
corporations, small and medium-sized enterprises, German subsidiaries,
production and commercial enterprises and service organizations.

The German Sustainability Code creates a scope of validity as regards
the transparent representation of corporate social responsibility towards
sustainable development. Application of the Code occurs at the compa-
nies’ discretion and they declare whether and to what extent they are in
accordance with the German Sustainability Code (“comply or explain”).

The German Council for Sustainable Development attaches great
political value to the German Sustainability Code. The Code makes a
significant contribution to a green economy. It is suited to promoting
credible sustainable development actions in politics, business and
especially on capital markets. The German Sustainability Code can also
nurture the public debate on corporate social responsibility (CSR) at the
national, European and global levels.



Moreover, the emergence of the German Sustainability Code is of
political significance as it marks the first time that a political stakeholder
process has resulted in an effective agreement without the involvement
of the state. In terms of its content and practice, the Code is a wholly
new innovation, while knowing about the narrowness of such processes.

The German Council for Sustainable Development recommends that,
regardless of their size, all production and commercial companies,
service enterprises, all organizations, foundations, NGOs, trade unions,
universities, scientific organizations and the media apply the German
Sustainability Code as a means of voluntarily disclosing information to
interested members of the public. This also counts for publicly owned
companies. The public authorities should strengthen the focus on
welfare in the public retirement provisions and, in doing so, should
apply the German Sustainability Code.

In the estimation of the Council, the disclosure does not require any ex-
ternal auditing but represents a means of initiating communication on
corporate sustainability achievements. The German Sustainability Code
can thus play a role in the selection of business partners and suppliers.

Disclosure on the part of the companies is of great significance for
demand on the financial markets. The financial services firms at the
capital market are recommended to call in declarations of conformity
of the companies they want to invest in. Also they are recommended to
use the compliance of the German Sustainability Code as their valuation
basis.

In order to raise effectiveness on the market, the credibility of the
declarations of conformity is established by means of an attestation
issued by an independent third party (limited assurance). Comprehensive
reporting must be carried out in accordance with the highest reporting
standards of GRI (A+) or EFFAS (Level III) in order to comply with the
requirements of the Code. Whether reporting should take place in
accordance with the guidelines of the Global Reporting Initiative (GRI)
or the European Federation of Financial Analysts Societies (EFFAS) is
determined by the requirements of the market.

The German Council for Sustainable Development recommends that
the Federal Government promulgate the German Sustainability Code at
European and global level, citing it as an important contribution to the
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future prospects of a green economy. It recommends that the Federal
Government especially introduce the Sustainability Code into the

EU discussion on the reporting of the non-financial key performance
indicators of companies and on corporate social responsibility. As time

is of the essence, this should occur as swiftly as possible. The German
Sustainability Code should be submitted to the EU Commissioners Michel
Barnier (Single Market), Antonio Tajani (Industry), Glinther Oettinger
(Energy) and Janez Potocnik (Environment) as a specifically German
contribution to the ongoing shaping of opinions in the EU Commission.

The Council will approach the World Bank, the International Finance
Corporation, the Asian Development Bank, UN PRI, GRI and EFFAS, as
well as the World Business Council for Sustainable Development with
the German Sustainability Code and do the same at national level with
the stakeholders who have been included in the dialogue to date, as well
as with the Federal Government’s German CSR Forum.

Next Step for the German Council for Sustainable Development

The German Council for Sustainable Development will set up an
internationally-aligned transparency platform on which the declara-
tions of conformity issued by companies will be pooled. The Council
for Sustainability will draft a monitoring for the Sustainability Code
and furthermore organize annual dialogue events to review the
Sustainability Code and its market effectiveness. In the process it will
take in account the Multistakeholderforum that took place in Frankfurt
on 26 September, 2011. The Council aims to evaluate the introduction
of the Sustainability Code by 2013.

In terms of the effectiveness and the credibility, the Council has the
great request to achieve a broadly-based appliance in the whole German
economy.






The German Sustainability Code is a standard offering transparency as to
a company’s sustainability performance. It creates a scope of validity by
applying benchmarking to corporate social responsibility. Its application
is voluntary. The commentary provides details on the application of

the GSC.

The German Council for Sustainable Development strives to see the
German Sustainability Code applied well beyond the group of companies
already actively engaged in sustainability reporting. It will critically
monitor the application of the GSC.

The German Sustainability Code arose during a dialogue process
involving numerous stakeholders. Representatives from the financial
markets, businesses and civil society actively participated in the dialogue
process. Businesses have field-tested the German Sustainability Code and
found it to be highly practicable.

Strategic Analysis, Strategy and Goals

1. The company discloses how, for its main activities, it analyzes the
opportunities and risks related to sustainable development. The
company outlines what measures it is taking in order to operate
in line with the main and recognized sector-specific, national and
international standards.

2. The company discloses how the strategy devised for its main activities
and the systematic implementation of the strategy takes into account
all aspects of sustainability which have a substantial impact on the
company, for example strategic competition-based positioning,



innovation management, business activities that conserve the cli-
mate, environment and resources; demographic developments, the
value-added chain, the product life cycle, the product portfolio, etc.

3. The company discloses what qualitative and/or quantitative as well
as temporal sustainability goals are set and operationalized, and how
their level of achievement is monitored. The company discloses how
the main suppliers, employees, capital markets, customers and main
stakeholder groups are included on a regular basis.

4. The company states how deep into the value-added chain the sustain-
ability criteria are verified and what significance sustainability has
for added value.

Key performance indicators (KPI)

CRI'1,2 Description of key impacts, risks, and opportunities.

or

EFFAS 1.5.1 The company should outline the importance of ESG for the
corporate strategy and explain how ESG aspects are taken
into account when implementing the strategy.

Rules and Processes

5. Within the company, accountability for the sustainability of the
company is specified in corporate management.

6. The company discloses whether the sustainability strategy is imple-
mented using rules and processes. The company depicts specific cir-
cumstances from purchasing, production, services, human resources,
investment, research and development as well as logistics/transport
and marketing and describes how suppliers, customers as well as
other stakeholder groups (e.g. employees) are taken into account.

7. The company discloses how, along the lines of financial parameters,
key performance indicators on sustainability are integrated into
periodical internal planning and control and how the reliability,



comparability and consistency of data applied to internal controls
and external communication are safequarded through appropriate
processes.

Key performance indicators (KPI)

GRI'4,8 Internally developed statements of mission or values, codes
of conduct, and principles relevant to economic, environ-
mental, and social performance and the status of their
implementation.

CRI'4,9 Procedures of the highest governance body for oversee-

ing the organization’s identification and management

of economic, environmental, and social performance,
including relevant risks and opportunities, and adherence or
compliance with internationally agreed standards, codes of
conduct, and principles.

or

EFFAS S06-01 Percentage of total suppliers and supply chain partners
screened for compliance in accordance with ESG criteria.

EFFAS S06-02 Percentage of suppliers and supply chain partners audited for

compliance.

Incentive Schemes

8. The company discloses how target agreements and remuneration
schemes for executives are also geared to achieving the sustainability
goals and how these are geared towards lasting value creation. It
discloses the extent to which sustainability performance forms part
of the evaluation of the top management (board / managing direc-
tors) conducted by the monitoring body (supervisory board [ advisory
board).



Key performance indicators (KPI)

GRI'4,5

Linkage between compensation for members of the highest
governance body, senior managers, and executives (including
departure arrangements), and the organization’s perform-
ance (including social and environmental performance).

GRI'4,10

Processes for evaluating the highest governance body’s
own performance, particularly with respect to economic,
environmental, and social performance.

or

EFFAS S08-03

Do you take ESG performance into account in your
performance agreements? How do you integrate ESG
principles within performance agreements in your company
and to what extent do you apply them?

Stakeholder Engagement

9. The company discloses how the relevant stakeholders are identified,
how a dialogue takes place with them on a regular basis and how
they are systematically integrated into the sustainability process.

Key performance indicators (KPI)

CRI 4,16 Approaches to stakeholder engagement, including frequency
of engagement by type and by stakeholder group.
CRI'4,17 Key topics and concerns that have been raised through

stakeholder engagement, and how the organization has
responded to those key topics and concerns, including
through its reporting.




Innovation and Product Management

10. The company discloses how innovations in products and services
are enhanced through processes which improve sustainability with
respect to the company’s utilization of resources and to the user.

A further statement is made as to whether the economic, social and
ecological effects of the company’s main products and services are
currently or will be assessed and improved through its value-added
chain and product life cycle.

Key performance indicators (KPI)

CRI EN6 Initiatives to provide energy-efficient or renewable-energy-
based products and services, and reductions in energy
requirements as a result of these initiatives.

CRI'EN26 Initiatives to mitigate environmental impacts of products and
services, and extent of impact mitigation.

CRIFST1 Percentage of assets subject to positive and negative
environmental or social screening.

or

EFFAS E13-01

Improvement rate of product energy efficiency compared to
previous year.

EFFAS V04-12

Total investments in research on ESG-relevant aspects of
business such as e.g. eco-design, eco-efficient production
processes, decreasing impact on biodiversity, improving
health and safety conditions of employees or supply chain
partners, consulting on integration of ESG aspects in change
management, development of products to exploit ESG
opportunities etc. in monetary terms, i.e. currency as a
percentage of revenue.

EFFAS V04-13

Percentage of products or services for

- increasing eco-efficiency of client applications or
operations,

- developing and using clean technologies,

- increasing fuel efficiency,

- offsetting climate change, carbon emissions, resource
depletion,

- making ESG-relevant products operable,

- financing of ESG-relevant products or services.




Usage of Natural Resources

11. The company discloses the extent to which natural resources are
used for the company’s business activities (input and output of e.g.
materials, water, soil, waste, energy, emissions, land, biodiversity).
It discloses in what way the sustainability management system
incorporates the entire product life cycle into the analysis.

12. The company discloses what qualitative and quantitative goals it
has set itself with respect to the efficient use of resources, the use of
renewable energy sources, the increase in raw material productivity
and the reduction in the usage of natural resources, and how these
goals have been met.

Key performance indicators (KPI)

CRI'EN1 Materials used by weight or volume.

GRI'EN3 Direct energy consumption by primary energy source.
CRI'EN8 Total water withdrawal by source.

CRI'EN22 Total weight of waste by type and disposal method.
or

EFFAS E04-01

Total waste in tons.

EFFAS E05-01

Percentage of total waste which is recycled.

EFFAS EO1-01

Energy consumption, total.

13. The company discloses the GHG emissions along with the goals
the company has set itself in accordance with the Greenhouse Gas
Protocol or standards based on the Protocol.
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Key performance indicators (KPI)

CRIEN16 Total direct and indirect greenhouse gas emissions by weight.

GRIEN18 Initiatives to reduce greenhouse gas emissions and
reductions achieved.

or

EFFAS E02-01 CHG emissions, total (scope |, II, Ill).

Employee Rights and Diversity

14. The company reports on how, on the basis of both nationally and
internationally recognized standards, it works towards observing
employee rights and also towards promoting employee involvement.

15. The company discloses in what way it has implemented national
and international processes in order to promote equal opportunities,
health and safety, integration of migrants and people with
disabilities, fair pay as well as a work-life balance and also in
order to suppress all forms of discrimination, e.g. based on ethnic
background, gender, religion/ideology, age, or sexual identity.

16. The company discloses what steps it has taken to promote the
general employability of all employees and to adapt it to demo-
graphic change.



Key performance indicators (KPI)

CRI'LA7 Rates of injury, occupational diseases, lost days and
absenteeism, and number of work-related fatalities by region
and by gender.

GRI'LA8 Education, training, counselling, prevention, and risk-control
programs in place to assist workforce members, their
families, or community members regarding serious diseases.

CRI'LA10 Average hours of training per year per employee by
employee category.

CRI'LA13 Composition of governance bodies and breakdown of
employees per category according to gender, age group,
minority group membership, and other indicators of diversity.

GRI HR4 Total number of incidents of discrimination and actions
taken.

or

EFFAS S03-01 Age structure/distribution (number of FTEs per age group,
10-year intervals).

EFFAS S10-01 Percentage of female employees in relation to total
employees.

EFFAS S10-02 Percentage of female FTEs in senior positions in relation to

total FTEs in senior positions.

EFFAS S02-02 Average expenses on training per FTE p.a.

Human Rights

17. The company discloses what supply chain steps are taken with the
aim of human rights being respected and forced and child labour
as well as all forms of exploitation being prevented (Ruggie Report:
“Protect, Respect and Remedy: a Framework for Business and Human
Rights”, ILO Core Labour Standards, UN Labour and Social Standards).



Key performance indicators (KPI)

CRI'HR2 Percentage of significant suppliers and contractors that have
undergone screening on human rights and actions taken.

or

EFFAS SO7-02 I Percentage of total facilities certificated according to SA
8000 standard.

Corporate Citizenship

18. The company discloses what contribution it makes to corporate
citizenship in the regions in which it conducts its core business
activities.

Key performance indicators (KPI)

CRIECT Direct economic value generated and distributed, including
revenues, operating costs, employee compensation, dona-

tions and other community investments, retained earnings,
and payments to capital providers and governments.

Political Influence

19. All significant input relating to legislative procedures, all major lob-
bying activities through entry in the lobby register, all significant
payments of membership fees, all payments to governments as well
as all donations to political parties and politicians should also be
disclosed by country.



Key performance indicators (KPI)

CRI'SO6 Total value of financial and in-kind contributions to political
parties, politicians, and related institutions by country.

or
EFFAS GO1-01 Contributions to political parties as a percentage of total
revenues.
Corruption

20. The company discloses, on the basis of accepted standards (e.g. the
Business Principles of Transparency International, International
Corporate Governance Network’s Guidelines Bribery and Corruption),
what systems and processes are in place to prevent unlawful conduct,
and corruption in particular, and how these systems are verified (e.g.
IDW PS 980). The company depicts how corruption is uncovered and
prevented, and sanctions are applied.

Key performance indicators (KPI)

CRI'SO2 Percentage and total number of business units analyzed for
risks related to corruption.

CRI SO7 Total number of legal actions for anti-competitive behaviour,
anti-trust, and monopoly practices and their outcomes.

GRI'SO8 Monetary value of significant fines and total number of
non-monetary sanctions for non-compliance with laws and
regulations.

or

EFFAS VO1-01 Expenses and fines on filings, law suits related to anti-com-

petitive behaviour, anti-trust and monopoly practices.

EFFAS V02-01 Percentage of revenues in regions with Transparency
International corruption index below 6.0.




Corporate practice is increasingly becoming shaped by the need for
sustainability. Climate change and the secure supply of energy, depleting
resources and the price increases associated with this, biodiversity
conservation and demographic change are all challenges facing the
political and business worlds and civil society alike. The market that
rewards sustainability actions must, however, be created so that compa-
nies, services and products can be adequately assessed and sustainability
afforded a commensurate degree of consideration.

The German Sustainability Code emanates from the definition of
sustainability which was coined by the Brundtland Commission in 1987:
“Sustainable development is development that meets the needs of the
present without compromising the ability of future generations to meet
their own needs. [...] In essence, sustainable development is a process of
change in which the exploitation of resources, the direction of invest-
ments, the orientation of technological development, and institutional
change are all in harmony and enhance both current and future
potential to meet human needs and aspirations.” The German Council
for Sustainable Development perceives sustainability within the meaning
of a triple bottom line as the equal consideration of ecological, social
and economic aspects, the aim being to conserve the environment as
well as social cohesion, and to advance economic development both in
Germany and internationally.

Players on the financial and capital markets are interested in having a
means of measuring corporate performance using non-financial indica-
tors. The significance of environmental, social and corporate governance
(ESG) factors for corporate analyses and for financial market decisions is
increasing. This is apparent e.g. through the intense discussion on inte-
grated financial and sustainability reporting. The German Sustainability
Code has been developed in conjunction with business and financial
market representatives as an instrument for the financial market. The
German Sustainability Code describes the core requirements to be met
by a corporate sustainability management system and lends transpar-
ency to the contribution made by sustainability to value creation.



This standard for providing transparency about sustainability manage-
ment helps analysts to assess non-financial opportunities and risks.

The financial dimension of sustainability can equally be represented

in integrated reporting. Exactly which areas of focus, instruments and
specific goals a company sets itself to meet the sustainability challenge
is left up to the individual company and can vary from company to
company and sector to sector. The inclusion of sustainability can have a
significant impact on the company’s results, as, among other things, it
reduces reputational and regulatory risks and reveals opportunities.

Currently, a wide variety of methods, data sources and indicators exist
for assessing sustainability. The result is arbitrary and diffuse definitions,
confusion due to competing assessments, and extra effort and expense.
As a consequence, interest is growing in having generally applicable
benchmarks as to what constitutes corporate sustainability and, fol-
lowing on from this, in reliable and comparable information. Through
the “German Sustainability Code”, the German Council for Sustainable
Development seeks to lend transparency to the methods of sustainability
applied by companies and to make sustainability an effective benchmark
for the economy as a whole and for the capital market. In substantive
terms, the German Sustainability Code follows on from the principles

of the UN Global Compact, the OECD Guidelines for Multinational
Companies, the ISO 26000 guidelines for social responsibility, while, in
instrumental terms, it follows on from the G3 reporting standards of

the Global Reporting Initiative (GRI) or the reporting standards of the
European Federation of Financial Analysts Societies (EFFAS). The intro-
duction of standardized processes based on a select group of key per-
formance indicators (KPIs) is designed to raise the degree of relevance
and enhance the comparability and measurability of sustainability
management, which will serve all stakeholders.

Against the backdrop of the financial and economic crisis in 2008,

the German Council for Sustainable Development conducted a leader-
ship forum in November 2009 on the question, how capital markets
focus on sustainability. The discussion was continued in May 2010 at
another workshop, this time involving around 20 investors, analysts and
business representatives from home and abroad. An initial draft for a
German Sustainability Code was then presented for public discussion in
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November 2010. Between December 2010 and February 2011, interested
stakeholders were given the opportunity to express their views on the
draft German Sustainability Code in writing. During the first dialogue
phase, 75 organizations and/or individuals from Germany and Europe
provided their comments, which the German Council for Sustainable
Development discussed at workshops in Berlin on 18 March, 2011 and in
Frankfurt on 9 May, 2011.

From June to mid-August 2011, the application feasibility of the German
Sustainability Code was tested by interested companies during a partici-
pation phase and received positive feedback. A total of 28 companies
with a market capitalization of 463 billion euros and a total of 3,160,481
employees took part in this participation phase. A variety of investors
and analysts accompanied the participation phase who checked whether
the Code could be implemented in their companies. Against this back-
drop, modifications were made during two workshops, most notably
with respect to the requirements and key performance indicators.

On 26 September, 2011, a multi-stakeholder forum was held at which
various implementation permutations were discussed. Based on the
ensuing vote, the German Council for Sustainable Development sub-
mitted a recommendation to the Federal Government in October on
the further use of the German Sustainability Code and adopted the
final version of the Code as submitted here. The German Sustainability
Code is suitable for comparable initiatives in other countries in Europe
and across the globe. It has been introduced by the German Council for
Sustainable Development as an independent contribution to the ongoing
discussion surrounding the relevance of non-financial key performance
indicators.

All statements, documentation and articles relating to the Sustainability
Code have been posted online.
(www.deutscher-nachhaltigkeitskodex.de)



The German Sustainability Code is a transparency instrument which
can be used by companies of varying sizes: large and small enterprises,
with or without current sustainability reporting procedures; capital-
market-oriented companies and those wishing to inform other stake-
holders about their corporate sustainability performance. The German
Sustainability Code promotes the consideration of sustainability aspects
on the capital market. Financial analysts and investors are of particular
importance to the application of the German Sustainability Code. They
assume the role of initiators with leverage, for example by including sus-
tainability information into their analysis of opportunities and risks. The
German Sustainability Code lends itself as a basis of valuation in port-
folio management, for corporate bonds, when granting loans and for
investor information. The Code therefore represents an extension of the
reporting procedures applied under binding national and international
accounting standards. It also supplements the widely accepted German
Corporate Governance Code. The German Sustainability Code thus
complements the global trend of augmenting the reporting procedure
to incorporate various degrees of bindingness, the goal being to apply
integrated reporting as the basis for integrated investment analysis.

The existing market for sustainable investment, with its specific
requirements and depth of methodical evaluation, is complemented by
a standardized instrument which is also appropriate for mainstream
investors and analysts who, until now, have barely based their activities
on sustainability information.

Being key market players, analysts and investors should assume greater
responsibility for sustainable development. Safequarding and increasing
future viability requires adapting the definition of opportunities and
risks so that it is in line with the standard of knowledge available on
the temporal consequences of changing climate and environmental
attributes, decisions on infrastructure investments as well as the effects
of demographic developments.

The German Sustainability Code identifies and highlights corporate
sustainability achievements as examples of best corporate practice,
makes them more binding through transparency and comparability,



and thus extends the basis for assessing sustainability. Capital flows

can be channelled into future-proof business models and companies.
Greater transparency enables companies to discern opportunities and
risks more readily to manage these proactively. Companies located in
Germany which, today, are already required to satisfy higher demands
in Germany’s social market economy can use a declaration of conformity
with the German Sustainability Code to lend worldwide transparency to
their sustainability performance and turn this into a competitive edge.

The German Sustainability Code outlines the minimum requirements
placed on sustainability management transparency. The German
Sustainability Code is to be further refined on a regular basis. With this
in mind, the German Council for Sustainable Development will set up an
international transparency platform on which declarations of conformity
issued by companies will be pooled and further developments permitted.
To this end, the Council will organize an annual dialogue event, the

aim of which would be to review the Sustainability Code and its market
effectiveness, and will, at the same time, invite all relevant stakeholders.

A decision at corporate management level must be made before the
German Sustainability Code can be applied. Sustainability management
and its transparent presentation are in increasing demand from capital
market players in the analysis and investment processes. Demand can
also come from within the companies themselves, for example from
employees.

The German Council for Sustainable Development advises companies

to apply the German Sustainability Code. Recognizing and seizing
opportunities and avoiding reputation risks are closely linked to sustain-
ability strategies. At the European level and on global markets, the
German Sustainability Code is an important and hitherto sole reference
for a green economy.
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To fulfil the German Sustainability Code, companies publish a declara-
tion of conformity on their website. Declarations can also be published
in their annual or sustainability reports. In the declaration of con-

formity, companies report on whether they have satisfied the Code cri-
teria (comply) or outline the reasons for deviating from them (explain).

Comprehensive reporting following the stringent reporting standards
of the GRI (A+) or EFFAS (Level III) equates to compliance with the Code.
It is also meaningful, though not compulsory, to issue a declaration of
conformity in this case.

The declaration of conformity can be furnished using a template, which
is available free of charge from www.nachhaltigkeitsrat.de/en.

The responses to the Code criteria are to be provided as free text. The
declaration (comply or explain) should be kept brief (no more than 500
characters per criterion) and, where applicable, contain a link to the
corresponding passages within the published reference documents. It is
not sufficient to merely state the name of the document (e.g. “see sus-
tainability report”). Should companies believe certain individual factors
are not relevant to them, they can state as much under “explain”.

Reporting as part of the Code is also subject to the essentiality principle
when no specific reference is made to its requirement in the Code
criteria.

The German Sustainable Code specifies so-called key performance
indicators (KPIs) for the Code criteria which are used for the purpose of
comparability and, where applicable, quantifying, and which should be
applied in addition to the Code criteria. The KPIs are standards which
have been taken from the Global Reporting Initiative (GRI) and the
European Society of Financial Analysts Societies (EFFAS).

Companies can decide whether to report on the basis of the KPIs of the
GRI or EFFAS. However they decide, they should continue on this basis
throughout the Code. The definition and computation of the KPIs are
explained in the relevant standards being applied.
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Sector-specific modifications are done voluntarily by the companies.
Within the bounds of the GRI Sector Supplements and the sector-specific
KPIs of the EFFAS, as well as recognized sector-specific KPIs, companies
can make meaningful additions. With this in mind, a dedicated line

has been provided for in the template. It is also possible to add several
sector-specific KPIs per Code criterion.

In case of ambiguity, companies furnish an interpretation and
corresponding explanation.

Corporate Citizenship (Source: GRI Indicator protocol, local community):
people or groups of people living or working in regions which are - eco-
nomically, socially or ecologically — positively or negatively influenced by
the company’s activities.

Corruption (Source: Transparency International): “the abuse of entrusted
power for private gain”.

EFFAS: European Federation of Financial Analysts Societies (EFFAS) is the
umbrella organization of the national societies of European financial
analysts. During a three-year process, EFFAS developed KPIs from the per-
spective of analysts and investors and validated these with users in order
to integrate environmental, social and corporate governance factors
into the reports issued to capital market representatives. Presented in
September 2010, the EFFAS KPIs are still a very young instrument which,
unlike other ESG frameworks, reflect the capital market perspective.
Index provider STOXX introduced the EFFAS KPIs as one of the first
applications it used as the basis of a new ESG index family which was
launched on the market in April 2011. (www.effas-esg.com)

GRI: The Global Reporting Initiative (GRI) is a network-based organiza-
tion which has developed one of the world’s most widely-used sus-
tainability reporting standards. It was first published in 2000 and is
modified at regular intervals. It is geared to the general public and used
by around 3,000 companies worldwide. Sector-specific additions and
technical notes are published in addition to the reporting standard.
(www.globalreporting.org)
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1SO 26000: This guideline was created on the basis of a multi-stakeholder
approach comprising experts from over 90 countries and 40 interna-
tional or regional organizations. The guideline provides guidance on the
principles of social responsibility. It is neither intended nor suitable for
certification purposes. (http://www.iso.org/iso/social_responsibility)

Key performance indicator (KPI): KPIs are applied in order to provide
further explanation and quantification, and to improve the compara-
bility of the Code criteria for users of declarations of conformity with the
German Sustainability Code. The KPIs help users from the capital market
to integrate them into their analysis models or to use them to ascertain
key data (e.g. emissions per unit).

Life cycle approach (Source: ISO 26000): “The main objectives of a life
cycle approach are to reduce the environmental impacts of products
and services as well as to improve their socio-economic performance
throughout their life cycle, that is, from extraction of raw materials and
energy generation, through production and use, to end-of-life disposal
or recovery. An organization should focus on innovations, not only on
compliance, and should commit to continuous improvements in its
environmental performance.”

Process (Source: DIN ISO 9001): “A process is a structured group of
interrelated activities that collectively result in adding value to the
purpose of a client.”

Relevance (Source: ISO 26000): “Possible criteria include the:

¢ extent of the impact of the issue on stakeholders and sustainable
development;

e potential effect of taking action or failing to take action on the issue;

* level of stakeholder concern about the issue; and

¢ identification of the societal expectations of responsible behaviour
concerning these impacts.

Issues that are generally considered to be significant are non-compliance
with the law; inconsistency with international norms of behaviour;
potential violations of human rights; practices that could endanger life
or health; and practices that could seriously affect the environment.”

In the context of the German Sustainability Code, the essentiality
principle is carried on throughout the document.
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Scope of reporting: In order to establish financial reporting compa-
rability, the Code, as a rule, refers to the same group of companies as
those included in the consolidated financial statements. Whenever
deviations are made from this principle — when the report refers to

the entire supply chain — companies will make this known and explain
the deviation. In this case, reference should be made to an established
standard, such as the Greenhouse Gas (GHG) Protocol of the World Busi-
ness Council for Sustainable Development (WBCSD).

Stakeholder (Source: GRI, Guidelines for Sustainability Reporting, p.8

et seq.): Stakeholders “are defined as entities or individuals that can
reasonably be expected to be significantly affected by the organization’s
activities, products and/or services; and whose actions can reasonably be
expected to affect the ability of the organization to successfully imple-
ment its strategies and achieve its objectives. This includes entities or
individuals whose rights under law or international conventions provide
them with legitimate claims vis-a-vis the organization. Stakeholders can
include those who are invested in the organization (e.g. employees,
shareholders, suppliers) as well as those who are external to the organi-
zation (e.g. communities).”

Standard (Source: Leipziger 2010): “A standard has supra-regional and
cross-sectoral validity. It is of a high binding nature in terms of reporting
and auditing. It requires a certain degree of agreement among the
stakeholders.”

Supply chain (Source: ISO 26000): “Sequence of activities or parties that
provides products or services to the organization. In some instances, the
term supply chain is understood to be the same as value chain. However,
for the purpose [of ISO 26000] supply chain is used as defined above.

Value chain (Source: ISO 26000): “Entire sequence of activities or parties
that provide or receive value in the form of products or services. Parties
that provide value include suppliers, outsourced workers, contractors
and others. Parties that receive value include customers, consumers,
clients, members and other users.”
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“The German Sustainability Code satisfactorily complements existing
reporting standards. It creates an accessible bridge for users of sustain-
ability data and, in addition, offers companies a way of getting into
strategic sustainability communication. This means the Code supports
the goal of the UN Global Compact of improving transparency and
helping advance sustainable corporate change.”

Georg Kell, Executive Director, UN Global Compact

“In addition to many other possible ways of demonstrating corporate
social responsibility, the German Sustainability Code represents a good
tool for documenting sustainable corporate governance. The German
Sustainability Code is a useful instrument for providing even greater sup-
port for German industry’s efforts to achieve sustainable development. It
offers companies a reliable and above all voluntary basis for evaluating,
expanding and communicating their activities in a credible manner.
The Berlin Chamber of Industry and Commerce intends to continue
supporting efforts to drive forward the issue of sustainability in business,
and the Code will be of considerable use in achieving this.”

Dr. Eric Schweitzer, Member of the German Council for Sustainable
Development and President of the Berlin Chamber of Industry and
Commerce.

“Sustainability is now more important than ever — which makes the
commitment of the German Council for Sustainable Development all
the more welcome. For the Association of Local Authority Enterprises
(VKU), the green economy has always been part and parcel of our basic
make-up. The Sustainability Code is an attractive instrument for local
authorities, as it makes sustainable actions transparent. Anyone wishing
to shape the future has to make a start today. And where better than at
grass-roots level, i.e. in the local authorities.”

Hans-Joachim Reck, Managing Director, VKU
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“The German Sustainability Code is an instrument that can be used by
companies with all kinds of legal structure to achieve transparency on
sustainability and enables quality comparisons to be made. With the
right framework, the Code will have a clearly positive impact on the
capital markets and on all stakeholders.”

Christian Strenger, Supervisory Board Member at DWS Investment,
Fraport, Evonik, TUI

“EFFAS welcomes the launch of the German Sustainability Code. Clearly,
we see the need to bring corporates to formally stating their compliance
with goals of sustainability and at the same time reporting on their
achievements. We consider the German Sustainability Code a landmark
in the area of sustainability regulation as it endorses the requirements
of investment professionals for measurable, thus comparable data on
corporates’ sustainability performance. Quite different to many existing
regulatory approaches to corporate sustainability, GSC crosses the border
from a mere principles-based framework to one that requires corporates
to present measurable and accountable information. We congratulate
the German Council for Sustainable Development for their vision and
leadership and wish the Council a successful implementation of the
German Sustainability Code.”

Giampaolo Trasi, EFFAS Chairman
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“GRI welcomes the new German Sustainability Code. GRI’s mission is to
make sustainability reporting standard practice — the Code supports this
mission. By aligning with generally accepted international sustainability
reporting guidance from GRI, the Code enables German companies

to be transparent about their sustainability performance, helping the
transition to a sustainable global economy.”

Ernst Ligteringen, Chief Executive of the Global Reporting Initiative

The German Sustainability Code provides companies with a powerful
incentive for higher transparency and sustainable responsibility. It is
particularly encouraging that the German Sustainability Code was
developed within the framework of a comprehensive dialogue - initiated
by the Council for Sustainable Development and supported by numerous
parties concerned. The focus is now on consistently continuing this col-
laboration in order to ensure that as many companies as possible put the
German Sustainability Code into practice. Especially in light of the cur-
rent discussion on a European Sustainability Strategy, the REWE Group
will continue its active involvement with emphasis on the principles of
transparency, credibility, responsibility and voluntary participation.

Alain Caparros, CEO REWE Group
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Council Members

Dr. Heinrich Graf von Bassewitz
Farmer, Federal Commissioner for Organic Farming of the German Farmers’ Association
(DBV) and Member of the DBV Presidium

Dr. Ursula Eid
Former Parliamentary State Secretary for International Development Cooperation

Dr. Joachim Faber
Member of the Board, Allianz SE Asset Management

Dr. Hans Geisler
Former Saxony State Minister for Social Affairs, Health and Youth

Alois Gliick
President of the Central Committee of German Catholics (ZdK)

Walter Hirche
Former Parliamentary State Secretary for the Environment, former minister in Lower
Saxony and Brandenburg; President of the German Commission for UNESCO

Prof. Dr. Lucia A. Reisch
Professor at Copenhagen Business School and Zeppelin University Friedrichshafen

Max Schén

Managing Partner of Max Schon Verwaltungsgesellschaft mbH & Co. Service KG, President
of the German Association for the Club of Rome, Chairman of the Supervisory Board of the
DESERTEC Foundation

Dr. Eric Schweitzer
Member of the Board of ALBA AG, President of the German Chamber of Industry and
Commerce (Berlin branch)

Marlehn Thieme
Member of the Council of Lutheran Churches in Germany (EKD), Director at
Deutsche Bank AG

Olaf Tschimpke
President of “NABU” (Nature and biodiversity conservation)

Michael Vassiliadis
Chairman of the Industrial Union of Mining, Chemicals and Energy (IG BCE)

Hubert Weinzierl
President of the German League for Nature and Environment (DNR), the umbrella
organization of German conservation and environmental protection organizations

Prof. Dr. Angelika Zahrnt
Honorary chairwoman of “Friends of the Earth Germany” (Bund fir Umwelt- und
Naturschutz Deutschland, BUND)

Jochen Zeitz

Coopted member of the Council

Chairman of the Administrative Board of PUMA SE, CEO of the Sport and Lifestyle Group
and Chief Sustainability Officer of PPR

28



The German Council for Sustainable Development (RNE) is an advisory
body with a mandate from the German Federal Government. The board
of RNE comprises 15 public figures. The latest RNE board members were
appointed for a period of three years by Chancellor Angela Merkel in
June 2010. RNE was first established in April 2001 by then Chancellor
Gerhard Schroder.
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