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PKV WORKS AND TRADES ACCORDING TO ESG CRITERIA

GOVERNANCE refers to the

management and control l‘ .\
of a company. This includes .. -‘
transparency, ethics, integrity Sl U B Y
and the structures that ensure “ "

that a company is managed
effectively and responsibly, for
the benefit of all stakeholders.

ENVIRONMENTAL refers to

the ecological aspects of
sustainability. It includes
measures to reduce environ-
mental impacts such as energy
efficiency, waste minimization
and the protection of natural
resources.

SOCIAL concerns the social impact
of a company on society. This
includes topics such as working
conditions, diversity in the work-
place, social responsibility towards
communities and respect for
human rights.

Initiated by the United Nations, the international abbreviation ESG has stood for the terms E

Environmental, Social and Governance since 2006.

As ESG criteria, they represent the three sustainability-related areas of responsibility for S
companies and act as a corporate tool to record, analyze, measure and evaluate sustai-
nability efforts. Stakeholders are informed about these efforts in reqular sustainability

reports.
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EDITORIAL

The sails are set. And we know the
rough course for the first part of our
journey! The path to decarbonization is
a huge step for our company, as it is for
our entire industry. But: for us, itis no
longer a departure into the unknown.
We have put a great deal of energy and
resources into planning this journey,
which we consider to be ecologically
necessary and which is also required by
law in ever-increasing detail.

Our starting conditions were good - re-
cycling of waste papersince 1950 and
a decades-long tradition of investing in
energy efficiency have put us and our
business modelin a stable position.
We are firmly convinced that fiber-ba-
sed, recyclable packaging has decisive
advantagesin terms of sustainability.

Now it's a matter of staying the course.
For us, this means groundbreaking
investment decisions in fuel switching

as well as permanent smart navigation.

Not everything is in our hands. We,
and with us the entire industry, need a
clever system that reliably provides us

with competitive green energy. More
than ever before, electricity from rene-
wable sources will be a central compo-
nent. From efficient grid expansion, to
modern grid fee structures, to econo-
mic energy procurement strategies - a
lot has to be rethought and adapted as
part of the transformation. We want to
be part of this transformation and we
also have to question our processes
and thought patterns. That is why we
are actively engaging in discussions
with politicians and administrators

to ensure that the opportunities and
needs of our industry are taken into
account. An industrial electricity price
would also give us a tailwind because
it could help with the transformation
and secure thousands of tariff-bound
jobs in Germany. Excessive bureaucra-
cy, on the other hand, could cause us
problems.

Our navigation team already has

its hands full with decarbonization,
preparing for the CSRD, implementing
sustainable supplier management and
many other topics related to the en-
vironment, people and society.

EDITORIAL g

But we have a goal that makes all the
effort worthwhile. By successfully na-
vigating the path to climate neutrality
and sustainable business practicesin all
areas, we as a company contribute to a
perfect cycle: When biogenic packa-
ging material is repeatedly turned into
new materialin climate-neutral recy-
cling cycles, we maximize the benefits
for people and products - while also
conserving resources to the greatest
extent possible. This vision is what
drives us!

Kristian Evers
Shareholder at Papier- und Kartonfabrik
Varel GmbH & Co. KG
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THE HEART OF YOUR PACKAGING

Papier- und Kartonfabrik Varel (PKV) is Our company holds the following In the reporting year, 64% of our
a German manufacturer of paper and certificates: products were sold in Germany and

cardboard made from waste paper
for use in the packaging industry.
The company is based in Varel, Lower
Saxony. With an annual production
capacity of 930,000 tonnes, we are
one of the largest production sitesin
the German paper industry. In 2023,
we generated a turnover of 415 mil-
lion euros and employed around 600
people.

We produce Fluting and linerboard
(white/brown) from waste paper, as
well as gray and brown board in pig-
mented, white coated and laminated
grades.

FSC®-C074387

(Forest Stewardship Council -
Sustainable Management of
Wood Fibres)

DIN EN ISO 9001

(quality management)

DIN EN I1SO 14001
(environmental management)
DIN EN ISO 22000

(food and product safety
management)

DIN EN I1SO 45001

(occupational health and safety
management)

DIN EN ISO 50001

(energy management)
Specialist waste management
company (according to Section
56 Circular Economy Act - KrWG)

36% abroad. Our customers from the
German and international packaging
industry use them to produce cardbo-
ard boxes made of corrugated board

and cardboard, which can be used e.q.

for food, consumer goods, industrial
goods, pharmaceutical products orin
online trade and then recycled again.

7

4 " _
w/

A
e\

prodution Papier




g PKV 2023 Sustainability Report

DNK criterion 01

STRATEGY

“We have been using waste paper as a raw material since 1950 and are dee-
ply convinced that the sustainability of our products and processes, their
convincing quality and our economic success are inextricably linked.”

DNK requirement: The company
declares whether or not it pursues

a sustainability strategy. It explains
what concrete measures it is under-
taking to operate in compliance with
key recognised sector-specific, natio-
nal and international standards.

Harnessing continuous improvement
for the sustainable and competitive
production of high-quality packaging
papers and board grades is the most
important goal of our company. We
have been using waste paper as a raw
material since 1950 and are deeply
convinced that the sustainability of
our products and processes, their
convincing quality and our economic
success are inextricably linked. We are
part of a closed-loop recycling system
that has been established worldwide
for decades and thus make a valuable
contribution to resource-efficient de-
velopment. Our sustainability strategy
has therefore always been part of our
DNA and is also an integral element of
our corporate strategy.

This strategy defines how our compa-
ny contributes to sustainable develop-
ment in several strategic fields of
action. We will briefly outline these
contributions at this point and go into
more detail in the rest of the report.

We have been fulfilling our respon-
sibility to contribute to sustainable
development for many decades as a
manufacturer of high-quality packa-

ging paper and cardboard made from
recycled waste paper. Itis our firm
conviction that fibre-based, recyclable
packaging delivers game-changing
advantages in various areas of sustai-
nability.

Building on this self-perception, we
have always viewed sustainability
aspects as vital to our investments,
products and processes. Certification
of all our products according to the
relevant FSC® standards and our volun-
tary classification according to the Eco-
Vadis standard underpin this approach
even further. As a family business with
strong roots in the region, we unfai-
lingly embrace our responsibility for
people and the environment.

Our vision is to maximise climate
neutrality in the production of our
papers and cardboards - and in
doing so make a strong contribu-
tion to environmentally perfect
packaging.

We believe that this vision is consis-
tent with the goals of the Paris Climate
Agreement of 2015 and the 17 Sustai-
nable Development Goals (SDGs) of
the United Nations.

Aside from recycling waste paper

as the foundational aspect of our
activities, we as a company are fully
equipped to make other important
contributions to sustainable develop-
ment.

We can and intend to continue increa-
sing our energy efficiency by means
of process optimisation and technical
innovation and in doing so will reduce
energy input per tonne of finished
product.

In view of the ambitious European
climate targets, we are working hard
to design potential transformation
pathways and prioritised technolo-
gical options to switch to alternative
fuels on our road to climate neutrality.
Supported by an external team of con-
sultants with expertise in the energy
market and technology, we launched
a project to develop this pathway and
an overarching decarbonisation stra-
tegy in December 2022. The project
was successfully completed in October
2023 and presented to the company's
shareholders, whereupon the preli-
minary plan was approved for further
internal action by the decarbonisation
team set up for this purpose. Since
then, the internal decarbonisation
team has been tasked with defining

a concrete decarbonisation path to
achieve short- and medium-term
reduction targets by 2031, and further
targets by 2045.

The decarbonisation pathway is
specifically designed to achieve
an absolute reduction in green-
house gas emissions of -42% by
2031 compared to the base year
2021.

Based on our location, our highly
efficient water management system
achieved a top position in the indus-
try ranking. Nonetheless, we intend
to harness technical innovation to
continue reducing our consumption of
fresh water and retain our excellent
standing.

We always consider environmental
impact and increased energy efficiency
when making investments and procu-
rements. Wherever possible, we give
precedence to greener options that
make a positive contribution to sustai-
nable development. These principles
apply equally to cooperation with
suppliers and contractual partners.

in 2023, we began to focus intensi-
vely on the analysis and fulfilment of
human rights and environmental due
diligence obligations within our sup-
ply chains and hence in procurement
processes as well. Even if we are not
currently directly subject to the requi-
rements of the German Supply Chain
Act, we are gradually implementing
the requirements according to our
own chosen approach, as we expect
positive developments within the sup-
ply chains and have identified relevant
interfaces with other initiatives. We
have always paid particular attention
to environmental and other relevant
criteria in our standardised manage-
ment systems in our procurement
processes. However, at the beginning
of 2023, we set ourselves the goal of
carrying out reqular risk analyses and
full due diligence checks on our direct
business partners.

Healthy and motivated employees are
the cornerstone of a successful compa-
ny. This potential must be preserved.
Among our top priorities is to avoid
placing our employees, suppliers or
visitors at risk.

We are committed to the continuous
improvement of all processes, both

to safequard our company and out of
responsibility for sustainable develop-
ment. Employees from all levels are
involved in our decision-making
processes. The following manage-
ment systems are implemented and
maintained in order to ensure this
practice:

e Occupational health and safety
according to DIN EN ISO 45001

e Environmental management
according to DIN EN ISO 14001

e Quality management according to
DIN EN ISO 9001

¢ Energy management according to
DINEN ISO 50001

¢ Food and product safety according
to DINEN IS0 22000

In the pursuit of all these objectives,
we remain aware that as a company
within an energy-intensive industry
we can control many - but not all - of
the factors to fulfil our vision.

GOVERNANCE &8
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Our industry's path to climate
neutrality will hinge to a large
extent on policy frameworks and
technical decisions, especially in
regard to the purchase of rene-
wable energies. In our view, the
challenges are found less on the
technical side and refer instead to
the availability of ‘green’ energy,
regulatory and infrastructural
issues, as well as the general

business environment.

These framework conditions must
enable us to produce economically
and market our products both natio-
nally and internationally - also outside
the EU - in order to secure the viability
and continued development of our
company. We cannot create these
conditions on our own. It is therefore
our firm belief that the opportunities
and requirements for climate-neutral
paper production must be communi-
cated transparently at all societal and
political levels.



g PKV 2023 Sustainability Report

DNK criterion 02

MATERIALITY

“However, the most important factor on the road to ecologically perfect
packaging will be how [...] greenhouse gas emissions in paper production
can be substantially reduced even further.”

DNK requirement: The company
discloses the aspects of its business
operations that have a significant
impact on sustainability issues and
what material impact sustainabili-
ty issues have on its operations. It
analyses the positive and negative
effects and provides information as
to how these insights are integrated
into the company'’s processes.

Packaging made from recycled waste
paperis a functionally persuasive and
ecologically purposeful solution for
avariety of industrial requirements
or consumer wishes. Drawing on this
conviction, Papier- und Kartonfabrik
Varel has been producing paper and
cardboard from waste papersince
1950. In doing so, PKV also attaches
importance to fair partnership with
its employees, which it achieves by
paying salaries in line with or even
above collective agreements, among
otherthings.

In Germany, packaging paper and
cardboard are now made almost

exclusively from recycled waste paper.

By using this valuable raw mate-

rial, PKV also conserves significant
quantities of natural resources. Recent
studies indicate that recovered paper
fibres can be reused in packaging
materials 25 times or more without
any significant loss in quality (Eckhart,
Rene (2021): Uber die Rezyklierbar-
keit von Faltschachtelkarton. Wochen-
blatt fiir Papierfabrikation 11/2021).

In this environment, the PKV is influ-
enced by key sustainability issues, and
at the same time, key sustainability
issues have an influence on its busi-
ness activities. A company classifies an

issue as material based on its strategic
alignment as defined by management
and with particular consideration of
the opportunities and risks.

Opportunities and risks are regularly
analysed at various levels. A spread-
sheet tool is used to collect corporate
opportunities and risks in the ma-
nagement review prepared by the
Executive Board. The information is
then visualised in an opportunity and
risk matrix and reviewed regularly.
The findings are then used to infer sui-
table actions. The process descriptions
reflect theirinherent opportunities
and risks, while responsibility for their
monitoring and control rests with the
process owners.

Furthermore, stakeholder manage-
ment - the consideration of what
interested parties expect - is another
key factor to enable appropriate res-
ponses to the business environment.
Aspreadsheet tool is used to analyse
stakeholder groups as part of the an-
nual management review and to infer
(communication) measures.

The identification of environmental
aspects belongs in the category of en-
vironmental planning and is a basic re-
quirement for preparing relevant tar-
gets and programmes. Environmental
aspects that can be influenced and the
associated environmental impacts are
reqgularly identified for the principal
activities within paper and cardboard
production and along the product life
cycle. Unintended circumstances and
unforeseeable emergencies are also
considered in this context.

Papier- und Kartonfabrik Varel has
adopted a systematic procedure
to identify all relevant legal, regu-
latory and customer requirements
pertaining to occupational health
and safety, quality and product
safety, environmental protection
and energy (mandatory obliga-
tions) that apply to its activities
and services. The currency of these
obligations is regularly reviewed

and any changes are assessed.

These analyses and the business mo-
delitself indicate how PKV's business
operations positively impact material
sustainability issues. Of particular
note in this regard is the substantial
contribution that PKV makes to a func-
tioning circular economy and hence to
resource efficiency in the production
of packaging materials. Nevertheless,
even the production of packaging
material from recycled waste paper

is not without its challenges and risks
in regard to material sustainability
issues. The use of energy and water
resources warrant particular mention
in this regard. Despite a 43% reduction
in energy consumption per tonne of
paper across the sector since 1980
(bifa Umwveltinstitut (2020): Nachhal-
tiger Papierkreislauf - eine Fakten-
basis), the paperindustry remains
energy-intensive, which is duein
particular to the drying process during
production. Natural gas is currently
the main source of energy at PKV and
is used in the company's own power
plant, which generates greenhouse
gas emissions (refer to - criterion 12).
At the same time, water is a necessary
part of the production process, where
itisused as a solvent and transport
medium. PKV's geographic location

means that the extraction of fresh wa-
ter from deep wells is the only way to
accommodate these requirements in
a process that is strictly monitored by
the authorities. Technical tests on the
use of additional alternatives such as
purified wastewater have been com-
pleted successfully. This option will
continue to be pursued going forward
(referto > criterion 12).

Material sustainability issues
emanating from outside the com-
pany affect business operations at
PKV as well. The analyses outlined
above indicate that the hugerise
in demand for PKV products over
recent decades should be viewed
as the most significant opportu-
nity in this regard. This trend has
been driven of late by the increa-
sing consumer awareness for the
ecological benefits of recyclable
packaging compared to plastic

solutions.

Representative surveys (e.g. Simon-
Kucher & Partners, March 2021) show
that more than two thirds of German
consumers attach importance to sus-
tainable packaging. 70% of respon-
dents state that they view paper and
cardboard as the most sustainable
materials. As described in the last
paragraph, this perception is naturally
associated with risks as well. We are
convinced that our business model
presents the opportunity to create
products for environmentally perfect
packaging. Itis our belief that we are
ideally prepared for this role thanks to
our sustainable raw materials and the
steadily evolving resource efficiency
of our business cycles. However, the
most important factor on the road to

ecologically perfect packaging will

be how greenhouse gas emissions in
paper production can be substantially
reduced even further based on the
threefold factors of in-house efficien-
cy, technical innovation and govern-
ment policy (especially in regard to
energy sources). Since our last report,
new findings have emerged from

the ongoing negotiations on the EU
Packaging and Packaging Waste Re-
gulation (PPWR), which, among other
things, provided for reuse quotas for
certain types of packaging. In our
view, this poses the risk that establis-
hed recycling loops may be placed at a
disadvantage in favour of reuse loops,
although in our opinion, these prescri-
bed reuse loops would be associated
with a clearly negative environmental
impact due to plastic usage, trans-
port, storage and cleaning. According
to current estimates, the revision of
the PPWR, which is currently under-
going final negotiations, still poses
ariskinthe long term, especially as
implementation into national law is
still pending, but has been amended
in some relevant areas in a positive
and practical way for the recycling
process of fibre-based packaging. For
example, exemptions were created

in regard to the introduction of reuse
quotas for paper, card and cardboard
packaging, and the fully functioning
recycling process of our products was
recognised.

The topics previously defined as
material also remained in place for
the 2023 financial year and con-
tinued to be monitored as part of
our sustainability strategy and the
definition of corresponding targets
and measures. As part of a strategic

GOVERNANCE

objectives workshop in November
2023, some sustainability topics were
further strengthened and anchored in
concrete operational objectives and
measures for achieving the objectives
in 2024 (see Chapters 3,12, 14-16).In
particular, as part of the preparations
for the upcoming Corporate Sustai-
nability Reporting Directive (CSRD),

an update of the materiality analysis
in accordance with the CSRD was
carried out for the entire HZI Group in
the first and second quarters of 2024.
These will only be included in the next
sustainability report. Full reporting

in accordance with the CSRD will

then take place starting from 2026

in the non-financial statementin the
management report of the HZI Group's
annual financial statements.

The conclusions we draw from these
analyses for our sustainability ma-

nagement are described primarily in >
criteria 01,03 and 12.

Referin this regard also to
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DNK criterion 03

OBJECTIVES

“[...], the objective to continue increasing our energy efficiency by means of process
optimisation and technical innovation and in doing so to reduce energy input per
tonne of finished product remains the top priority.”

DNK requirement: The company
discloses what qualitative and/or
quantitative as well as temporally
defined sustainability goals have
been set and operationalised and
how their level of achievement is
monitored.

Ourvision is to maximise climate
neutrality in the production of our
recycled papers and cardboards - and
in doing so make a strong contribution
to environmentally perfect packaging.
We believe that this vision, as reported
in > criterion 01, is consistent with the
goals of the Paris Climate Agreement
of 2015 and the 17 Sustainable De-
velopment Goals (SDGs) of the United
Nations. Building on this long-term
and most vital objective, we have de-
rived a variety of medium-term goals
as part of our strategic objectives. The
Executive Board analyses their impact
and level of fulfilment in the annual
management review and evaluates
the findings with senior managers. In
addition, implementing and audi-
ting our management systems are
essential factors in the fulfilment of
our sustainability goals. The Executive
Board is responsible for the achieve-
ment of our strategic goals. As part of
a strategic goals workshop in Novem-
ber 2023, our strategic goals for 2024
were also formulated in regard to
sustainability.

The three highest-priority goals
were:

¢ GHG emissions: Definition of
a concrete decarbonisation
pathway

¢ Sustainable procurement: Ana-
lysis and fulfilment of human
rights and environmental due
diligence obligations in the
supply chain (in accordance
with the requirements of the
German Supply Chain Due Dili-
gence Act)

¢ Environmental pollution: Re-

duction of odour emissions

Given the energy intensity within our
industry, the objective to continue
increasing our energy efficiency by
means of process optimisation and
technicalinnovation - and in doing
so to reduce energy input per tonne
of finished product - remains the
top priority. This high priority is also
derived from the regular evaluation
of opportunities and risks, which we
describe in > criterion 02. The most
notable approaches that warrant
mention in this regard include

o Efficient power plant technology

¢ Increasing the availability of our
production facilities

e Minimising rejects

e Optimised utilisation of raw mate-
rials

e Procurement and sales strategy
that draws to the greatest possible
extent on regional sources to keep
energy inputin the transport sector
at the lowest level of economic
viability, as well as

e Various energy saving and efficiency
projectsin all production facilities.

Our company has defined detailed
short- and medium-term goals for

all of these and other approaches. As
described in » criterion 1, in 2023 we
worked on a decarbonisation pathway
for our company that goes beyond
mere energy efficiency measures and
previously set specific reduction tar-
gets. This pathway is currently a viable
plan from our point of view, which
should help us to meet the European
climate targets and the 1.5°C target.

With the definition of the de-
carbonisation pathway and
corresponding measures, we are
aiming to achieve a reduction of
up to 42% in our absolute green-
house gas emissions by 2031
compared to the base year 2021.
In order to meet this target, we
are focusing on electrifying our
production processes by increa-
singly using green electricity to
operate our systems and ma-
chines and converting external
electricity into heat/steam for our
drying processes with the help of

PtH modules.

n connection with this scenario, the
necessary expansion of the previously
limited electricity grid connection and
the possibility of using a large heat
pump to achieve greater efficiency

in the generation of steam are being
examined.

As expected, our highly efficient water
management system was able to
maintain a top position in the industry
ranking based on our location, using
just 4.4 m3 of fresh water per tonne of
finished productin 2023. We intend

to harness technical innovation to
continue reducing our consumption of
fresh water where possible.

Moreover, we have defined targets for
our purchasing department which will
guide our actions in the attainment

of our sustainability vision. We have
always engaged in detailed dialogue
with our strategic suppliers to gua-
rantee sustainable procurement. We
have launched collaborative projects
for process optimisation, resource
efficiency and innovation to trigger
positive developments along the
entire supply chain. As described in
our last report, we began to intro-
duce an even more comprehensive
supplier assessment system in 2023
with the aim of ensuring sustainable
and proper environmental and social
procurementin the long term.

In 2023, we built on the steps taken
in2022:

e With the introduction of a web-ba-
sed platform solution, we have sub-
jected 100% of our suppliers (1,290)
to an abstract industry and country
risk analysis

e Suppliers with an abstract high and
medium risk who are also strate-
gically important suppliers for us
(136) were invited to complete
various questionnaires as part of a

specificrisk analysis, in which they
commented on key sustainability
and compliance issues.

¢ In Q2/Q3 2024, the analysis will be
continued by carrying out an impact
analysis to examine individual
prioritised suppliers and risk areas in
detailin order to derive appropriate
measures.

* In Q3 2024, all purchasers will be
trained in sustainable procurement
and the practical implementation of
supplier risk analysis and communi-
cation.

In the second half of 2024, a policy
statement and a supplier code of
conduct will be formulated to provide
our suppliers with clear basic guide-
lines on what we expect from them

in terms of compliance with human
rights and environmental due dili-
gence obligations. Furthermore, our
strategy includes documentation of
our standards in all areas of occupatio-
nal safety, which we uphold through
implementation of our occupatio-

nal health and safety management
system in accordance with DIN EN ISO
45001 and seek to improve continu-
ously going forward. One specific goal
in this context was to cut the number
of work accidents to the level enshri-
ned in the BG RCI paper (Employer's
Liability Insurance Association for the
Raw Materials and Chemical Indus-
tries) by the end of 2022, a goal we
achieved.

GOVERNANCE &8
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In 2023, we also achieved our
self-imposed goal of remaining
below 20 reportable accidents per
1,000 employees.

For 2024, we have set ourselves the
goal of further reducing the number
of accidents and remaining below 15
reportable accidents per 1,000 em-
ployees and are continuously imple-
menting appropriate measures.

11
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DNK criterion 04

DEPTH OF THE VALUE CHAIN

“We almost exclusively use recycled waste paper as raw material

for the production of paper and cardboard at our plant.”

DNK requirement: The company
states what significance aspects of
sustainability have for added value
and how deep in the value chain the
sustainability criteria are verified.

We use almost exclusively recycled
waste paper as raw material for the
production of paper and cardboard

at our plant. On average, we receive
3,300 tonnes of raw material every
day from Monday to Friday, which
comes in 15 different quality levels
and which we source from 14 different
countries worldwide (in 2023, 99.3%
of our purchase volume came from Eu-
rope, including Great Britain, Norway
and Switzerland, 72% from Germany).
Naturally, we also receive nume-

rous other deliveries with auxiliary
materials, laminated paper, technical
components and much more.

Even today, we are engaging in
detailed dialogue with our strategic
suppliers to guarantee sustainable
procurement. In this context, we
also keep an eye on potential risks to
sustainable developmentinsocial,
ecological and ethical dimensions,
including

e Impact of logistics traffic (traffic
emissions)

¢ Labour conditions upheld by sup-
pliers (compliance with social and
ethical standards), and

e Raw material quality criteria
(ecological dimension of resource
conservation).

We have introduced a variety of
initiatives, rules and processes to
address these potential risks. They
are communicated to suppliers and
business partners by our purchasing
departments when the need arises in
order to formulate joint solutions. At
the time of this report,

e Many of our suppliers - as we do
ourselves - have certified manage-
ment systems that codify equitable
environmental and social business
practices.

e We only purchase FSC®-certified
pulp for our paper and cardboard
production.

e Qur procurement of logistics ser-
vices builds on compliance with
EU standards in regard to cargo
services. The use and combination
of ship, road and rail carriers are
considered from a strategic perspec-
tive in order to ensure the efficient
transport of goods.

e Compliance with human rights and
labour law standards in logistics
procurement is viewed as aninalie-
nable requirement.

e Alarge proportion of purchasers
are receiving training in sustainable
procurement.

e We are having our procurement po-
licy reviewed as part of the EcoVadis
rating.

e As described in the last chapter, we
began introducing an even more
comprehensive supplier assessment
system in 2023 with the aim of
ensuring sustainable and proper en-
vironmental and social procurement
in the long term.

In 2023, we built on the steps taken
backin 2022:

¢ With the introduction of a plat-
form solution, we have subjected
100% of our active suppliers
(1,290) to an abstract industry
and country risk analysis

o Suppliers with a high and medi-
um risk who are also strategically
important suppliers for us (136)
were invited to complete various
self-assessments/questionnaires
as part of a specific risk analysis,
in which they were required to
comment on key sustainability
and compliance issues.

¢ In Q2/Q3 2024, the analysis will
be continued by carrying out
an impact analysis to examine
individual prioritised suppliers
and risk areas in detail in order to
derive appropriate measures.

¢ In Q3 2024, all purchasers will
be trained in sustainable pro-
curement and the practical
implementation of supplier risk
analysis and communication.

¢ In the second half of 2024, a
policy statement and a supplier
code of conduct will be formula-
ted to provide our suppliers with
clear basic guidelines on what
we expect from them in terms of
compliance with human rights
and environmental due diligence
obligations.

Our own production is the next key
pointin ourvalue chain. We process
our raw material into paper webs on
rolls and cardboard on pallets or rolls
at our plant. The sustainability aspects
of this production are described in
detail in » criterion 12 Resource Ma-
nagement.

Since 2010, PKV has been able to
offer its customers Forest Stewardship
Council (FSC®) chain of custody certifi-
cation for all its products. Established
1993, FSC® has created an internatio-
nally recognised certification system
to ensure sustainable forest manage-
ment. PKV is able to sell its entire
product portfolio with an FSC® mark
thanks to the predominant use of re-
cycled waste paper as a raw material
and the purchase of FSC®-certified
pulp, mechanical pulp and laminated

paper forindividual grades. We can of-
fer our customers FSC® Recycled Credit,
FSC® Recycled 85%, FSC® Mix Credit and

FSC® Mix 70%, depending on the com-
position of the individual products.
Naturally, the processes and policies
at PKV themselves are also certified
according to the FSC® standards. This
certificate is regularly reviewed by
external auditors and renewed.

Our customers then use our finished
products in packaging solutions for the
food and consumer goods sector, the
pharmaceutical industry or mechani-
cal engineering, to name just a few.
Subsequently, after being used, our
PKV products are 100% recyclable. This
means they can be collected in waste
paper containers and reprocessed into

Refer in this regard also to

GOVERNANCE
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DNK criterion 05

RESPONSIBILITY

“[...] It goes without saying that sustainability is not just a matter for the boss.
All of our employees are kept up to date with sustainability issues at the com-
pany [...] and encouraged to do their part.”

DNK requirement: Accountability
within the company’s management
with regard to sustainability is
disclosed.

In 2023, further steps were taken to
optimise the holistic sustainability
strategy. In view of the large number
of regulatory requirements identified,
some topics and projects were prio-
ritised by the sustainability manager
together with the Executive Board. In
November 2023, the multi-faceted
topic of sustainability was included as
a separate area in the strategic goals
(5-year vision). The achievement of
the prioritised strategic sustainabi-
lity goals for 2024 is ensured by the
respective project managers with their
working groups and monitored by
the sustainability managerin regular
status meetings. The sustainability
manager reports on the progress of
the company's targets at the internal
quarterly management meeting.

As one of our most pressing issues for
the future, sustainability continues to
be a matter for senior management

to address (as well). As a reflection of

its importance, sustainability manage-
ment also reports directly to com-
mercial management and remains in
regular dialogue with the heads of
department, who carry operational
responsibility for implementation and
also report on target achievement. The
internal officers for our management
systems provide vital support within
this oversight structure. Occupational
health and safety management (1SO
45001), environmental management
(IS0 14001), energy management (ISO
50001) and certification by the Forest
Stewardship Council (FSC®) warrant
particular mention in the area of
sustainability. All officers advise and
support the company in complying
with these strict voluntary standards.
They also participate in regular inter-
nal and external audits (conducted by
accredited certification bodies).

It goes without saying that sustaina-
bility is not just a matter for the boss.
All of our employees are kept up to
date on sustainability issues at the
company via our social intranet and
other channels - and encouraged to
do their part. Consultation and parti-

cipation procedures are organised to
ensure that employee representatives
remain involved. At the same time,
each department has specific targets
to make sure that all employees are
closely involved in implementation of
the sustainability strategy. Our sugge-
stions scheme also encourages them
to submit reqularideas to support the
strategy, for instance in the area of
energy efficiency.

An additional channel for obtaining
information and participation is
also planned for the start of 2024,
with employees receiving insights
into and information on various
relevant sustainability topics and
projects via a sustainability podcast
hosted by the sustainability mana-

ger herself.

DNK criterion 06

RULES AND PROCESSES

“[...] there are management systems/standards in place at PKV to
define or establish processes that are geared at implementing the

sustainability strategy.”

DNK requirement: The company disc-
loses how the sustainability strategy
isimplemented in the operational
business by way of rules and proces-
ses.

PKV's sustainability goals (as an
integral component of the strate-
gic objectives) are a firm part of
the internal rules, processes and
standards - across all hierarchi-
cal levels, from the partners and
Executive Board to the regular
dialogue at the operational level

and vice versa.

Aside from the sustainability strategy
itself, the company has introduced

a variety of policies to provide basic
guidance in this process. They include
a Code of Conduct, internal manage-
ment principles, a policy statement
on working conditions and human
rights and a policy for sustainable and
responsible procurement.

PKV draws on its established system

of short, medium and long-term work
and safety instructions, various regular
reports, information on the "PULS"
social intranet and other management
and reporting formats to fulfil its
goals.

At the same time, PKV controls its acti-
vities using management systems and

standards in the following areas

e Quality (since 1994, certified accor-
ding to 1S0 9001)

e Environment (since 2009, certified
according to 1S0 14001)

e Forest Stewardship Council (FSC®),
certified since 2010

e Occupational health and safety (cer-
tified according to BS OHSAS 18001
from 2012 t0 2019 and according to
1SO 45001 since 2019)

e Energy (since 2013, certified accor-
ding to 1SO 50001)

¢ Food safety (certified according to
INREKA since 2008/switch in certifi-
cation to I1SO 22000 since 2021)

and regularly engages certified
external auditors to review its
procedures. These management
systems/standards have defined or
established processes at PKV that are
geared towards implementing the
sustainability strategy. The relevant
sustainability aspects are incorporated
into the processes and reporting of
the management systems at reqular
intervals.
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DNK criterion 07

CONTROL

“Much of this data is integral to reporting and auditing of our management
systems and, for this reason alone, must fulfil the strictest requirements in regard
to reliability, consistency and comparability.”

DNK requirement: The company
states how and what performance
indicators related to sustainability
are integrated into its periodi-

cal internal planning and control
processes. It discloses how suitable
processes ensure reliability, compa-
rability and consistency of the data
used for internal management and
external communication.

Like with all its strategic goals, PKV
also logs and reports a large number
of metrics and performance indicators
concerning its sustainability goals.
This data is used by managers, the
Executive Board and shareholders for
steering and control purposes. Much
of this data is integral to reporting and
auditing our management systems
and, for this reason alone, must fulfil
the strictest requirements in regard to
reliability, consistency and compara-
bility.

This applies equally to the metrics and
performance indicators that relate to
our energy input. We will now exa-
mine this issue in more detail, in line
with the principle of materiality.

| Among others, we use energy in-

put per tonne of finished product
as a performance indicator to
measure our target achievement.
This enables us to state, expres-
sed in kilowatt hours, how much
energy was needed to produce
one tonne of marketable paper or
cardboard. The indicator is based
on measured energy input (accor-
ding to our energy management
system) and weight data for our
finished products. It allows us to
see the progress we have made

towards our reduction target.

However, we still require significant
amounts of additional data and
various indicators to measure this pro-
gress. This is due to the large number
of factors that impact our energy in-
put. These influences include, among
others, raw material utilisation, the
power efficiency of our power plant
and production facilities, the availa-
bility of these facilities (energy input
increases if availability is higher) and
the volume of waste (lower waste
quantities result in less energy input
per tonne of finished product).

Within this framework, we consider
not only the pure energy input from
our current energy sources of natural
gas, biogas and electricity, but also
their associated emissions. According-
ly, we calculate our corporate carbon
footprint based on the principles
enshrined in the Greenhouse Gas Pro-
tocol Corporate Accounting and Repor-
ting Standard. For more information,
refer to » criterion 13.

Refer in this regard also to

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

All of our 1,290 currently active suppliers
were screened using an abstract risk ana-
lysis with regard to country and industry
risks. Of these, 136 suppliers (corresponds
to 10.5%) with a high risk and strategi-
cally important suppliers with a medium
risk were subjected to a specific risk ana-
lysis using an online survey on relevant
sustainability topics, including social and
ecological aspects. Further suppliers will
be invited to participate in surveys as part
of ongoing campaigns.

Performance indicator EFFAS S06-02:
Percentage of total suppliers and supply
chain partners audited for compliance in
accordance with ESG criteria

So far, no corresponding audits have
been carried out by PKV. However, many
of our suppliers and partners are already
certified according to externally audited
management systems. This was determi-
ned as part of the sustainability survey.
However, since this survey does not yet
cover 100% of suppliers, the percentage
of audited suppliers is not yet indicative.
No further audits were carried out in 2023
because the more detailed evaluation of
suppliers as part of the supplier risk ana-
lyses did not begin until the end of 2023
and the evaluation of the results was still
pending.

DNK criterion 08

GOVERNANCE

INCENTIVE SCHEMES

“In addition, management has decided to provide financial support
for voluntary work by employees.”

DNK requirement: The company
discloses how target agreements
and remuneration schemes for
executives and employees are also
geared towards the achievement of
sustainability goals and how they
are aligned with long-term value
creation. It discloses the extent to
which the achievement of these
goals forms part of the evaluation of
the top managerial level (board/ma-
naging directors) conducted by the
monitoring body (supervisory board/
advisory board).

PKV's sustainability goals (as described
in > criterion 03) are firmly integrated
into the strategic goals of the com-
pany and as such are also part of the
regular management evaluations con-
ducted by the shareholders. We report
on the corresponding management
review as a control instrument at ma-
nagement level in > criterion 02, and
on more detailed control mechanisms
atthe level of individual performance
indicators in > criterion 07.

In addition, management has de-
. cided to provide financial support
for voluntary work by employees.

EXIRA
&™)
\o=

incentive schemes that relate to sus-
tainability issues:

Our aim in this regard is to emphasise
how much we value cohesion and
commitment - in professional and
personal life. PKV established the PKV
Extra programme in 2020 to provide
annual funding for donating to/spon-
soring projects in which our emp-
loyees are actively involved.

Refer in this regard also to
> Criterion 02

The management and works
council established the company
suggestion scheme as far back

as 2001, and it remains in place
today. Among others, the sus-
tainability goals of occupational
safety, health protection and en-
vironmental protection were part
of this scheme from its inception.
The energy efficiency goal was
then added later on.

All PKV employees are invited to
submit relevant suggestions, which
are checked for feasibility and then
classified by an evaluation committee
(representatives from the manage-
ment, works council and various de-
partments). If a suggestion is adopted,
bonuses are paid out that reflect the
value of the suggested improvement.
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DNK criterion 09

STAKEHOLDER ENGAGEMENT

“PKV has appointed primary contacts and introduced
communication channels for all these stakeholder

groups [...].”

DNK requirement: The company
discloses how the socially and
economically relevant stakeholders
are identified and integrated into
the sustainability process. It states
whether and how an ongoing dialo-
gue takes place with them and how
the results are integrated into the
sustainability process.

Astructured record detailing the most
important stakeholder groups with
whom PKV has always engaged was
prepared during implementation of
the PKV management systemsin 2017.
It was drafted during a management
workshop under external leadership
and also set out the interests these
stakeholders have in the company and
what demands they place in PKV.

The currency of this system is regularly
reviewed during the annual manage-
ment evaluation as well as internal
and external audits, and any necessary
changes are then made.

These main stakeholders are (in no
particular order)

e shareholders

e employees/works council

e customers

¢ neighbours/residents

e applicants

e ontractors (service providers,
suppliers, utilities, certifiers)

¢ trade associations

¢ local media

¢ schools

¢ the interested public

* emergency services

¢ authorities

e legislative institutions

e chambers and associations

e insurance companies

¢ banks

e associations

e NGOs

PKV has appointed primary contacts
and introduced communication chan-
nels for all these stakeholder groups.
These communication channels can be
extremely varied (face-to-face mee-
tings, events, digital formats, press
and public relations, other formats
forinternal and external corporate
communication, company suggestion
schemes, audits, inspections, re-
ports...). PKV's system of occupational
health and safety management also
includes numerous opportunities to
consult and involve employees.

Feedback from the various forms of
dialogue with these stakeholders is
also used in different ways for the on-
going development of sustainability
management.

As part of the update of the materi-
ality analysis described in - criterion

02, the main stakeholder groups at
PKV were once again transparently
involved in the process of identifying
material sustainability issues on which
PKV has an impactin the present and
future and issues that have an equal
impact on PKV by means of a stakehol-
dersurvey.

The complaints process in regard
to aspects of the management
systems and/or FSC®-certified
products is an apt example. Each
complaint that PKV receives is
logged and forwarded to the
competent office without delay.
In addition, complaint manage-
ment liaises with complainants
during and after the processing of
their concern. Complaints regar-
ding FSC®-certified products are
handled according to a process
defined in the FSC® manual; this
also applies to interim status
reports and final feedback to the

complainants.

In addition, a complaints system

was set up at the beginning of 2023
allowing all external and internal
stakeholder groups to submit anony-
mised reports on violations of public
law and human rights and/or environ-
mental obligations. We have added
corresponding rules of procedure and
a link to the reporting platform on our
website.

The company suggestion scheme

is another example of a process to
manage feedback from our stakehol-
ders. It is described in more detailin >
criterion 08.

Refer in this regard also to
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DNK criterion 10

INNOVATION AND PRODUCT MANAGEMENT

“Harnessing the best available technology has always been
integral to our corporate strategy. This has positive knock-on
effects in regard to resource preservation. [...]”

DNK requirement: The company disc-
loses how innovations in products
and services are enhanced through
suitable processes which improve
sustainability with respect to the
company'’s utilisation of resources
and with regard to users. Likewise,

a further statement is made with
regard to if and how the current and
future impact of the key products
and services in the value chain and in
the product life cycle are assessed.

Papier- und Kartonfabrik Varel makes
an important contribution to sustai-
nable development by means of its
business model alone. Compared to
other materials, packaging paper and
cardboard made from recycled paper
yield significant benefits in regard to
ecological aspects of sustainability
that extend from production and use
to recycling. Processing waste paper
as the raw material conserves natural
resources, and the collection systems
established in Germany and many
other countries ensure that used
products can be easily returned to the
circular economy. Among other things,
a carbon footprint is calculated for
each of our products in order to assess
their specific environmental impact.
Moreover, our management systems
reqgularly identify environmental
aspects that can be influenced and the
associated environmental impacts for
the principal activities within paper
and cardboard production and along
the product life cycle. Unintended
circumstances and unforeseeable
emergencies are also considered in
this context. We report on how other
opportunities and risks are considered
in - criterion 02.

Naturally, innovation processes along
the value chain affecting established
goods such as paper and cardboard
play an important role, also with

regard to sustainable development.
Broken down individually, these
processes include, firstly, external
technical innovations exploited by our
company, and, secondly, proprietary
product and process innovations as
well as, thirdly, investments in indus-
try-wide innovation processes.

Technical innovation has always
played a central role at our com-
pany. Harnessing the best availa-
ble technology has always been
integral to our corporate strategy.
This yields a steady stream of
positive knock-on effects in the

area of resource conservation -

forinstance when innovative techno-
logy is used for machine conversions
thatincrease dewatering of paper

in the machine's press unit to save
energy during steam drying. In ad-
dition, PKV is, broadly speaking, open
to revolutionary methods of steam
production andin 2019 commissioned
a power-to-heat module that draws
on wind energy (purchased from the
market) to generate steam. In 2022,
PKV also planned to install a new
photovoltaic system with an output of
around 2.2 megawatts (MWwp). Imple-
mentation beganin 2023.

We are also strongly involved in the
continuous improvement of our own
products and processes, along with
innovation and optimisation. Our
integrated management systems
(quality, environment, occupational
health and safety, food and product
safety, energy) provide a suitable
framework for this purpose that is
regularly assessed by external audi-
tors. The company suggestion scheme
is another example of an innovative
process. It is described in more detail
in - criterion 08.

Furthermore, our internal product de-
velopment department, for example,
contributes to industry-wide research
projects that aim to exploit previously
unusable fibre material for recycling

and integration in packaging materials.

PKV co-founded Modellfabrik
Papier in Diiren in 2019 to work
on industry-wide solutions to
reduce greenhouse gas emissions,
improve resource conservation
and increase energy efficiency
going forward. Comprising a large
number of partners from industry,
universities and associations, this
research network will use the
coming years to conduct intensive
basic research in the interests of
sustainable, climate-neutral paper
and cardboard production.

Refer in this regard also to

ENVIRONMENTAL Qp

Performance indicator EFFAS E13-01: Im-
provement rate of product energy efficiency
compared to previous year

Since our products themselves do not
consume energy, we cannot report on this
indicator. We report on the energy consump-
tion and efficiency of our production under
the corresponding criteria.

Performance indicator EFFAS V04-12: Total
investment (CapEx) in research for ESG-re-
levant areas of the business model, e.g.
ecological design, eco-efficient produc-
tion processes, reducing the impact on
biodiversity, improving health and safety
conditions for employees and partners

in the supply chain, developing ESG op-
portunities for products - also expressed
in monetary units, e.g. as a percentage

of sales

We are unable to report on this indicator
because our data does not currently allow
these investments to be clearly distinguis-
hed from each other. However, in 2024 we
are preparing intensively to firmly anchor
the KPIs required under the EU Taxonomy
and CSRD in our organisation and thus to be
able to report on this in 2026 based on the
2025 balance sheet.
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DNK criterion 11

USAGE OF NATURAL RESOURCES

“[...], PKV has been contributing for decades to a successful circular economy
consisting of paper and cardboard production, the use of its products in industry
and private holds and recycling and by doing so is conserving natural resources.”

DNK requirement: The company
discloses the extent to which natural
resources are used for the company's
business activities. Possible options
here are materials, the input and
output of water, soil, waste, ener-
gy, land and biodiversity as well

as emissions for the life cycles of
products and services.

PKV has almost exclusively used waste
paper as the raw material in the pro-
duction of paper and cardboard since
1950. The only exceptions are small
quantities of pulp from sustainable
forestry, which are added to special
grades for technical reasons, and
virgin fibre-based laminating papers
made of pulp from sustainable fores-
try, which we purchase from external
sources. PKV was one of the first paper
factories in Germany to rely exclusive-
ly on waste paper as a raw material.

By doing so, PKV has been contri-
buting for decades to a successful
circular economy consisting of paper
and cardboard production, the use of
its products in industry and private
households and recycling thereby
conserving natural resources. Fibres
used in the production of corrugated
base paper and cardboard can be
recycled to a high standard and reused
more than 25 times. In Germany, on
average, over 80 per cent of such
packaging consists of recycled paper.
The return rate for waste paperis
similarly high: around 80 per cent of
paper, cardboard and carton products
are disposed of properly. PKV purcha-
sed a total of 820,000 tonnes of waste
paperin 2023.

At the same time, the recycling of
waste paper also requires natural
resources - mainly water and energy.
However, these resources can be used
more sparingly in the processing of
waste paper compared to the produc-
tion of virgin fibre products.

Water is the most important pulping,
transport and sorting medium and is
hence indispensable for paperand
cardboard manufacturers. This applies
from the preparation of raw materials
to web creation and the finished web
to comply with specific strength and
appearance requirements. In 2023,
PKV used 4.4 m3 of fresh water per
tonne of finished product (3.1 million
m3in total) in multiple and cascade
scenarios for its production processes.
Our water management system is
explained in more detail in > criterion
12.

The production of paper and cardbo-
ard from waste paper also requires
energy. This comes in particularin the
form of steam to dry the paper and
cardboard webs, but also in the form
of electricity to operate the systems.
As energy sources, PKV currently uses
natural gas (2023:1,349,869,330
kwh) and biogas (2023: 52,453,000
kwh) generated in the process water
treatment to create process heat (in
the form of steam) and electricity. For
reasons relating to process enginee-
ring, we also purchase electricity from
external sources (2023: 9,854,451
kwh), but also feed electricity that
we generate but do not use into the
public grid (2023: 23,922,880 kwh).
Our energy management system is
described in detailin > criterion 12.

ENERGY SOURCES 2023

1,349,869,330 KWH
NATURAL GAS

52,453,000 KWH
BIOGAS

= PROCESS HEAT
AND ELECTRICITY

9,854,451 KWH
EXTERNAL ELECTRICITY

23,922,880 KWH
ELECTRICITY FED INTO
THE PUBLIC GRID

Refer in this regard also to

DNK criterion 12

RESOURCE MANAGEMENT

Building on our current investment programine, we aim to
achieve an up to 10% reduction in our carbon emissions per
tonne of finished product by 2025 [...].”

DNK requirement: The company
discloses what qualitative and quan-
titative goals it has set itself with
regard to its resource efficiency, in
particular its use of renewables, the
increase in raw material productivity
and the reduction in the usage of
ecosystem services, which measures
and strategies it is pursuing to this
end, how these are or will be
achieved, and where it sees there to
be risks.

ENERGY

PKV has its own power plant and is
almost entirely self-sufficient in regard
to energy requirements. The power
plant systems are rigorously desig-
ned for combined heat and power
generation thus ensuring virtually
complete exploitation of the energy
source. Among other things, our ISO
50001-certified energy management
system maximises efficiency in the use
of resources.

Our four gas turbines, five high-pres-
sure steam boilers and four steam
turbines use a highly efficient combi-
ned heat and power (CHP) process to
generate up to 200 tonnes of steam
per hourand more than 50 MW of
electricity, depending on the steam
off-take. Natural gas is the principal
energy source, along with biogas
generated in our process water treat-
ment system. It is primarily converted
into electricity in two gas engines
with a combined electrical output of
almost 2 MW. The flue gas heat is used
to generate steam and the engine
heat to heat water fed into the boiler.
Another quantity of biogas is used as
a substitute for thermal purposesina
steam generator otherwise powered
by natural gas. This enables over 90%
utilisation of the energy obtained
from natural gas and biogas.

By harnessing natural gas and biogas
as energy sources, the power plant
makes PKV largely self-sufficient. Only
rarely is it necessary to purchase elect-
ricity from third parties.

ENVIRONMENTAL Qp

In 2022, PKV also planned toinstall a
new photovoltaic system with an out-
put of around 2.2 megawatts (MWwp).
Implementation beganin 2023.

lwg
278

POWERTO HEAT

Furthermore, the power-to-heat
module (electricity to heat/steam) we
tested has the technological capability
to ease the strain on the public grid -
especially in times of increased wind
power generation - and can hence save
on primary energy and C0:z at the same
time.

The energy performance indicators are
recorded and evaluated monthly based
on our energy management system.
We then conduct an annual comparison
with the matching energy baseline
from 2012 to review the continuous
improvement process.

As part of the paper industry, we
belong to an energy-intensive sector.
This comes with the risk of producing
emissions that harm the climate and
have a negative impact on sustainable
development. This area has experien-
ced considerable progress over recent
vears and decades - data released
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by Die Papierindustrie e.V. industry
association indicates that the specific
energy consumption per tonne of finis-
hed product in the paperindustry fell
from 3,413 kWhin 1990 to 2,798 kWh
in 2021. At PKV, we can report natural
gas energy input of 1,545 kWh per ton-
ne of finished product in 2023 (natural
gas input Hu, based on ready-for-sale
goods, weighed quantity with inherent
moisture), and total energy input of
1,570 kwh per tonne. This places us
well below the average. It isimportant
to note nonetheless that this average
also includes companies that, for tech-
nical reasons relating to the products
they make, are compelled to use more
energy, forinstance in the processing of
virgin fibres. Recycling of waste paper
(like at PKV) is less energy-intensive

by comparison. We have nevertheless
set ourselves ambitious goals (see >
criterion 13) to progress from where
we are now.

The following will outline some of
our projects that aim to improve our
energy efficiency.

In 2023, we began implementing a
project to improve the recycling of
process heat from paper production
using new systems. It involves building
new water circuits to permit the use

of heated cooling water as preheated
process water for the machines - inste-
ad of the cold fresh water that has been
used until now. This new procedure
largely eliminates the need to preheat
the fresh water with steam, leading

to savings in natural gas equivalent to
16,700 megawatt hours peryear - or
the annual energy consumption of
around 950 average households. This
system is scheduled to go into opera-
tionin May 2024.

We are also reducing emissions by
converting most of our vehicle fleet

to electric drive. For the last few large
vehicles with combustion engines (e.g.
special wheel loaders), we are plan-
ning to switch to a synthetic fuel made
from recycled vegetable fats in order to
reduce COz emissions.

WATER

We use water for a variety of purposes
in the production of paper and card-
board from almost 100% waste paper:
for cooling, preparation, dilution, and
cleaning, as a pulping, sorting and
transport medium in raw material pre-
paration and as a production medium
for high-quality, homogeneous web
formation.

AVERAGE GERMAN
PAPER INDUSTRY

PER METRIC TON OF FINISHED

PRODUCT

Exclusively groundwater has been
available for these tasks at PKV's site in
Varel since the plant was established.
But this always comes with a risk of
conflicted use. This fact alone encou-
rages us to install a necessary water
management system that ensures
efficient use of this natural resource
from the outset. At present, we are able
to use just one litre of water up to thirty
times in various stages and cascades
before itis purified and returned to the
ecosystem.

Based on our location, this highly
efficient management system ena-
bled us to achieve a top position in the
industry ranking with a use of just 4.4
m3 of fresh water per tonne of finished
productin 2023.The most recent data
indicates that the German paperindus-
try used an average of around 6.7 m3 of
fresh water per tonne of fresh product.
Itis important to note, however, in
regard to this comparison that, for
technical reasons alone, our recycling
processes will always require less wa-
ter than other production processes in
the paperindustry (e.g. the processing
of virgin fibres).

Although our current water manage-

ment system operates at the lower
level of what would be technically

PKV

feasible, we remain tireless in our
efforts to achieve continuous impro-
vement. Qur aim is to harness tech-
nical and process solutions to keep
fresh water consumption consistently
below or at 4 m3 per tonne of finished
product. Moreover, we are currently
testing how a percentage of puri-
fled municipal wastewater could be
added to the groundwaterin order to
preserve resources going forward. To
this end, a technical pilot project has
been brought to a successful conclusion
with the Oldenburgisch-Ostfriesische
Wasserverband (OOWV).

We obtain groundwater from 15 wells
situated in a radius of up to 5 kilome-
tres. In 2013, after extensive testing,
we received a corresponding permit
from the district of Friesland, which

is valid for 30 years. It permits us to
extract 4.5 million m3 peryear. We
utilised 3.23 million m3 of this quotain
2023, as our current production is still
below the volume targets set outin our
investment strategy.

Our permit also imposes regular and
comprehensive reviews of various
issues that may be associated with the
extraction of groundwater (impact on
agriculture and forestry, impact on soil
settlement and impact on the saline/
freshwater boundary etc.). This means
that we are subject to extremely

strict monitoring. Our more than 200
groundwater measuring points are
inspected monthly. None of the inspec-
tions to date have returned anomalous
measurement values.

How do we handle water at our

plant? The groundwater comesin ata
temperature of between seven and ten
degrees Celsius and is used initially to
cool the turbines in the power plant,
the switch rooms, the control rooms
and the hydraulic stations in multiple
stages. Doing so eliminates the need
for a large number of refrigeration
machines or cooling circuits with
evaporative coolers and hence reduces
electricity, coolant and water consump-
tion.

We aim to bring the water as close as
possible to the ideal temperature for
use in the wet section of the paperand
cardboard machinery - also by harnes-
sing additional heat from the recircu-
lation condensate in the dryer section
and waste heat from the exhaust air.
This water temperature allows us to
cut primary energy consumption in
the form of steam (by a reductionin
heating energy and through a higher
dewatering speed and greater dry con-
tents after the wire and press sections).
In the dryer section, some of the
process water is discharged as ste-

am through the exhaust vents in the
hall roof during the production of

our cardboard and paper. During the
production process, the remaining
process water acquires a greater
carbon load (COD) in particular. After it
is used around 30 times, this load must
be removed by purification before the
water is discharged into the North Sea

ENVIRONMENTAL Qp

or reused in parts of the production
process. This task is performed by our
process water treatment plant, which
has a current daily capacity of 90 ton-
nes of COD. The system has an anaero-
bicand an aerobic part, which means
that the carbon loads are eliminated by
means of bacteria and sedimentation
processes. We then reuse around 20%
of this water in production. Completely
purified water (2023: 2.8 m3 pertonne
of finished product) is discharged into
the North Sea via a seven-kilometre-
long pressure pipeline. We measure
wastewater values on a daily basis.
They are also checked twelve times a
year during unannounced inspections
by the Lower Saxony Water Manage-
ment, Coastal Defence and Nature
Conservation Agency (NLWKN).

MATERIALS

In addition to using our two main re-
sources, energy and water, as efficient-
ly as possible, we also constantly strive
to reduce the amount of other mate-
rials we use in the production process
through various process optimisation
measures. For example, two projects
were implemented in 2023, whereby
we reduced the use of mass glue for
hydrophobising the surface on the car-
toning machine 2 by 25 % (saving ap-
prox. 53 t) and permanently dispensed
with dyeing the rear side for a certain
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product type in paper production, thus
reducing the use of liquid direct dyes
by around 10 % (saving 38,000 litres).
These additives are essential compo-
nents of the formulas that play a key
role in determining the properties of
our products. Nevertheless, we suc-
ceeded in significantly reducing their
consumption volumes through process
optimisation.

WASTE MANAGEMENT

PKV operates facilities in accordance
with the Federal Immission Control

Act (BImSchG) with appropriate waste
management. This guarantees lawful
disposal at all times in cooperation
with certified specialist waste manage-
ment companies. PKV is also a certified
specialist disposal company. The inter-
nal waste management officer advises
management and other competent
persons. The officer also prepares an
annual report documenting waste
pathways from generation to recycling
or disposal, certificate review, waste
performance indicator trends as well as
compliance with legal requirements,
mainly by conducting regular inspecti-
ons of the company's own accumulati-
on points, notifying the company of any
deficiencies and suggesting ways for
their elimination. Continuous improve-
ment approaches are also an integral
part of waste management.

Unfortunately, the non-recyclable
fraction of waste paperin our raw ma-
terial has risen in recent years. Included
in this are, for example, plastic bags,
films, stickers and much more. This
waste now accounts for around three
percent of the raw material.

We use various systems to sort this
waste out of the recovered paper that
is dissolved in water. These rejects
consist of wet, shredded plastic waste
mixed with paper fibres or even scrap
metal and sand. This waste was dispo-
sed of directly in the past (the plastic
was generally sent to waste incinerati-
ons plants), which required a signifi-
cant number of transports and incurred
high costs.

We have decided to transform these
rejects as far as possible into a useful
product. The reject processing system
we builtin 2018 is able to break down,
crush, sort, dry and compact those
parts of the waste that are suitable for
further processing. We use waste heat
from paper and cardboard production
for drying. Then we press the rejects
into pellets. They have the capacity to
replace fossil fuels, as they are used as
fuelin the cement industry and elsew-
here orin power stations that generate
electricity and/or district heating.

NOISE

Our plantis an industrial facility

that will inevitably generate noise,
whatever we do. We have been issued
an operating licence by the Trade
Supervisory Office on the basis of the
Federal Immission Control Act, which
provides the legal framework to
mitigate this potential risk. This licence
sets out a variety of limit values for
noise perception at different points
outside the factory premises, all of
which we comply with. Compliance
must be checked every three years by

a measuring centre notified in accor-
dance with Section 29b BImSchG.

In addition, a noise specialist prepared
a noise forecast model for our entire
premises, which involved more than
300 individual measurements. The ex-
pert uses this forecast model to deter-
mine necessary noise protection mea-
sures in the case of modernisations

or investments. This forecast model is
updated reqularly following changes.
We take any reports from neighbours
concerning disturbing noises serious-
ly and eliminate the sources. At the
same time, we are constantly reducing
the noise emitted at our plant, for
example by using electric stackersin
the waste paperyards and new power
plant technology.

ODOUR

PKV manufactures paper and cardbo-
ard almost exclusively from waste pa-
per. Unfortunately, odours cannot be
entirely excluded in this process. But
we make regular investments in new
technologies to reduce odour levels as
far as possible. We are also subject to
strict limit values, and our compliance
with these requirements is checked
by external experts according to the
intervals stipulated by law.

Starchy waste paper as raw mate-
rial, water and warm temperatures
provide an ideal habitat for acidify-
ing bacteria that produce naturally
occurring organic acids. This cannot be
eliminated entirely in the production
of paper. Paper and cardboard machi-
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nes use sieves, felts, rollers and drying
cylinders to produce a homogeneous
web from a liquid mixture (paper
fibres and water). Most of the water
is drained mechanically. The rest must
evaporate during the drying process.
Some of this water vapour passes
through vents and escapes above

our factory. People are able to smell
even the slightest concentrations of
the natural substances dissolved in
this vapour. We are therefore unable
to entirely prevent an odour of ‘wet
paper' emanating from our plant. But
it does not present any health risk.
Our company is required to comply
with the Federal Immission Control
Act. This means that a permit or notice
must be obtained from the compe-
tent authorities for any change to the
facilities, during which any possible
environmental impact is always
evaluated. This applies in particular

if it potentially impacts noise, odour,
soil protection, immissions/emissions
of substances, wastewater discharge
and groundwater extraction. These
permits and notices include regular
monitoring to ensure compliance with
emission/immissions guide values,
which are measured by officially
approved measuring stations and in-
dependent experts. We are therefore
able to infer that we do not release
any emissions in concentrations that
may present a health risk.

There are a variety of ways in
which we can counteract odour
development. Some are mechanical,

while others involve the addition of
lime milk and soda lye to stabilise

the pH value and hence worsen the
conditions for the growth of acidifying
bacteria. Broadly speaking, though,
we encounter another dependency at
this point: itis our aim to reduce the
consumption of fresh water as far as
possible at our plant - but reducing
odour development requires the use
of more fresh water (dilution effect).

A suitable additive to reduce micro-
biological activity is also added at
key points in the production process.
In doing so, we strictly adhere to the
principle of ‘as much as necessary, as
little as possible' in order to ensure
optimised operation of the downs-
tream microbiological process water
treatment system at our plant. The
auxiliaries we use degrade complete-
ly in the water cycles, which prevents
any impact on the environment.

As a final step, the previously unwan-
ted process (acidification) is delibe-
rately induced in the process water
treatment system in order to break
down the dissolved starch component
in a controlled setting. Among other
things, ongoing modernisation of the
process water treatment system also
involves the installation of cutting-
edge technologies to replace older
components. This contributes to mini-
mising odours and enables the return
of more biologically purified process
water to the production process for
dilution purposes.

The reduction of odour emissions
continued to be a high-priority goalin
2023. In this context, after determin-
ing the legally required discharge
heights and the status of odour reduc-
tion technology, a preliminary project
will be launched by the fourth quarter
of 2024, which will provide for the
technical and economic feasibility of
the developed action plan. A cross-fa-
cility team of experts led by techno-
logy and plant development continu-
ously monitors the status of targets
and measures.

BIODIVERSITY

The slogan ‘Blossoming Friesland' is
the motto for several projects that

are being organised in the district of
Friesland with the aim of preserving
and promoting biodiversity. PKV also
participated in the '‘Blossoming Trade'
projectin 2023. It encourages com-
panies in the district of Friesland to
sow a small area of flowering plants
and to allow other areas to grow and
develop naturally. The aim is to help
counteract the alarming and progres-
sive loss of native flora and fauna. This
will create a very tight network of
natural structures and biotopes that
will allow native plants to flourish
and hence ensure the development
and sustainable survival of insects and
animals that depend on them.

PKV has defined a variety of measures
that are currently underway within
the project:

¢ Flowering meadows, approx. 7,000
m2

¢ Flowering/natural meadow with
two insect hotels, approx. 3,000 m?

¢ Natural meadows, approx. 16,800
m2

e Orchard meadow with eleven apple
trees (old varieties)

e Fruit trees and natural tree popula-
tion with natural meadow, approx.
4500 m?

¢ Beehives on the company premises
in cooperation with a local beekee-
persince 2018

e Kestrel boxin collaboration with
NABU since 2013

e Stork nestin collaboration with
NABU since 2021

In addition to its participation in the
‘Blossoming Trade' campaign, PKV
also launched a customer campaignin
2023 that again raised the bar for sus-
tainability and biodiversity: PKV is co-
vering the annual costs of maintaining
over 4,780 square metres of flowering
meadow on behalf of its customers,
and has also sent out seeds from a
certified regional source to encourage
others to follow suit. The campaign is
supported by partners at Immerbunt,
a start-up from Oldenburg, and the ad-
ditional flowering meadow sponsored
by PKV is situated on the outskirts of
Oldenburg.

ENVIRONMENTAL Qp

Performance indicator EFFAS E04-01: Total weight of waste: /
Performance indicator EFFAS E05-01: Percentage of total waste
recycled:

Waste type Recyclable? | Weightint As % of total
waste

Production waste | Recycling 34.021 59,52%

Reject waste Recycling 15.226 26,64%

Other waste Recycling 4.900 8,57%

Total waste Recycling 54.148 94,73%

Special waste Disposal 3.015 527%

Total 57.163 100%

Performance indicator EFFAS E01-01: Total energy consumption:

1.402.322.330 kWh

Further information: Total amount of renewable energy (biogas)
consumed

For electricity generation and feeding into the public grid: 5,119,846 m?®

For thermal utilisation and as a substitute for natural gas: 2,949,846 m?

L\
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DNK criterion 13

CLIMATE-RELEVANT EMISSIONS

“[...], the objective to continue increasing energy efficiency at PKV by means of
process optimisation and technical innovation and in doing so [...| to reduce the use
of fossil energy sources per tonne of finished product remains the top priority.”

DNK requirement: The company
discloses the GHG emissions in accor-
dance with the Greenhouse Gas (GHG)
Protocol or standards based on it and
states the goals it has set itself to
reduce emissions.

Our company mainly produces clima-
te-relevant emissions through the use
of natural gas. Its energy is converted
in our power plantinto electricity and
process heat in the form of steam. The
paperindustry is an energy-intensive
sector, in particular due to the process
heat used to dry the paper and card-
board webs. The principal challengein
this regard is the need to use water to
produce the paper, which then has to
be removed from the product once a
paper web has been formed. Mecha-
nical and thermal methods are used

in this context, all of which require
substantial quantities of energy. As
outlined in - criterion 03, PKV's top
priority is therefore to further increase
our energy efficiency through process
optimisation and technical innovation,
thereby reducing the use of fossil fuels
per tonne of finished product on its
path toward achieving an absolute re-
duction in greenhouse gas emissions
and climate neutrality.

The most notable approaches that
warrant mention in this regard include

o Efficient power plant techno-
logy

¢ Increasing the availability of
our production facilities

¢ Minimising rejects

¢ Optimised utilisation of raw
materials

¢ Various energy saving and effi-
ciency projects in all production
facilities.

As described in > criterion 1, in 2023
we worked on a decarbonisation
pathway for our company that goes
beyond mere energy efficiency
measures and previously set specific
reduction targets. This pathway is
currently a viable plan from our point
of view, which should help us to meet
the European climate targets and the
1.5°C target. With the definition of the
decarbonisation pathway and corre-
sponding measures, we are aiming to
achieve a reduction of up to 42% in our
absolute greenhouse gas emissions
by 2031 compared to the base year
2021. In order to meet this target,

we are focusing on electrifying our
production processes by increasingly
using green electricity to operate our
systems and machines and converting
external electricity into heat/steam for
our drying processes with the help of
PtH modules. In connection with this
scenario, the necessary expansion of
the previously limited electricity grid
connection and the possibility of using
a large heat pump to achieve greater
efficiency in the generation of steam
are being examined.

In order to capture an increasingly
transparent picture of our greenhouse
gas emissions, we once again calcu-
lated our corporate carbon footprint
(CCF)in 2023 for Scopes 1-3 based on
the guidelines set out in the Green-
house Gas Protocol (GHG). Our calcu-
lated total greenhouse gas emissions
for 2023 were 534,531 tonnes of C0,
equivalents. Total emissionsin 2023
will be significantly higherthanin the
previous years 2021 and 2022. This
increase is not fundamentally due to
anincrease in GHG emissions.

The reason for the increase is instead
due to the full inclusion of all Scope

3 activities which are significant for
Papier- und Kartonfabrik Varel. In
previous years, only three of the cate-
gories from this year were included in
Scope 3. Four more were included and
two were excluded due to immate-
riality. In addition, the level of detail
in the calculation of GHG emissions
has increased. For the calculation of
emissions in Scope 3, a spend-based
approach was chosen in many cases,
particularly in Scope 3.1 and Scope
3.2.

Total emissions were divided into
three categories (Scopes):

¢ Scope 1 contains all emissions
directly generated by Papier
u. Kartonfabrik Varel GmbH &
Co. KG through, for example,
company facilities or vehicle
fleets (= 247,338 tC0ze, = 46.3%
of emissions).

¢ Scope 2 lists emissions gene-
rated by purchased energy, for
example electricity and district
heating etc. (= 4,326 tC0ze =
0.8% of emissions).

¢ Scope 3 includes indirect emis-
sions, such as fuel and energy-
related emissions, purchased
goods and services and the
processing of products sold
(= 282,866 tC0ze, = 52.9% of

emissions)

All relevant greenhouse gases ac-
cording to the Kyoto Protocol were
included in the calculated CCF. The
emissions were obtained using con-
sumption data and emission factors.
Primary data was used as far as possi-
ble. Where no such primary data was
available, we used secondary data
from recognised sources. The emission
factors were sourced from interna-
tionally recognised databases such as
DEFRA, Gemis or the German Environ-
ment Agency (UBA).

Total emissions

. Scopel Scope 2 Scope 3

46.3%
247 3381(02€

0.8%
43261(02e

corporate-owned assets,
vehicle fleet

purchased energy: e.g.
electricity, district heating,
etc.

ENVIRONMENTAL Qp

Refer in this regard also to

> Criterion 03

Performance indicator EFFAS E02-01,
total GHG emissions: (Scope 1, 2, 3):

534,531 metric tonnes of CO,e

52.9%
282 866 t(02e

Fuel- and energy-related
emissions, purchased goods

and services, and the proces-

sing of sold products
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EMPLOYEE RIGHTS

“We are committed to social responsibility and
accountable corporate governance.”

DNK requirement: The company
reports on how it complies with na-
tionally and internationally recogni-
sed standards relating to employee
rights as well as on how it fosters
staff involvement in the company
and in sustainability management,
what goals it has set itself in this
regard, what results it has achieved
thus far and where it sees risks.

We are committed to social re-
sponsibility and accountable cor-
porate governance. Compliance
with applicable laws is the basis
for our actions, which are shaped
by the principles of integrity, fair-
ness, sustainability and environ-
mental protection.

Our sole company location is in Ger-
many. However, our purchasing and
sales departments operate interna-
tionally. We comply with all laws,
standards and other legal provisions
and also adhere to the relevant social
rules that apply in the countries in
which we are present. These prin-
ciples are enshrined in our Code of
Conduct (https://www.pkvarel.com/
wp-content/uploads/2023/09/Code-

of-Conduct_0523.pdf) and elsewhere.

We are absolutely and irrevocably
committed to respecting and guaran-
teeing human rights as the greatest
asset of our legal system in everyt-
hing that we do. We strictly reject

any form of forced labour. We define
forced labour as any type of work that
is performed involuntarily or under
threat of punishment. The work of any
employee at our company is based

on a contract of employment that is
concluded voluntarily by the contrac-
ting parties. The employee’'s remit and
their principal tasks are set outin the
contract of employment and supple-
mentary documents or explanations.

We strictly reject child labour in

any form. We fully comply with the
provisions of the Protection of Young
People At Work Act (JArbSchG) and all
associated regulations. Young persons
only work the hours that are permit-
ted by law.

We believe that sustainable ma-
nagement and sustainable corporate
success are inextricably connected not
only to productivity, quality and effi-
ciency, but also to humanitarian stan-
dards. In our view, sustained business
success is not possible without quali-
fied and committed employees. The
working conditions described in the
following make a significant contribu-
tion to this and are firmly embedded
in the corporate culture at PKV.

SOCIAL ’

WAGES AND SOCIAL
BENEFITS

PKV guarantees that all employees
receive remuneration thatis fully com-
pliant with the applicable laws and
collective agreements (in particular
the general collective agreement
foremployees in the paperindustry
and the associated wage and salary
agreements). The Minimum Wage Act
(MiLoG) should be perceived as the
absolute minimum standard and is ex-
ceeded by farin our various collective
agreements. Included in thisis are a
collectively agreed holiday entitle-
ment of 30 days per year, special leave
for particular, collectively agreed
occasions, a full monthly salary as a
Christmas bonus, a separate holiday
bonus, performance bonuses, premi-
ums for work at night or on Sundays
and public holidays and overtime pay.
We also offer an additional 15 days’
holiday per year for shift employees
aged 55 and over as part of our semi-
retirement plan.

We have acknowledged the
significance of a company pension
scheme as another important
building block in this regard.
There are two company plans in
place - either by employer contri-
butions or deferred compensation
- through which our employees
can supplement their pension

provisions.

We believe it is self-evident that each
employee should receive a monthly
payslip so that they can document and
verify correct payment.
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WORKING HOURS

We fully comply with the provisions
of the Working Hours Act (ArbZG) and
associated regulations. Our working
week according to the relevant collec-
tive agreement is 38 hours, which is
well below the limits of the Working
Hours Act.

It will never be possible to eliminate
overtime completely. But we do pay
attention that it does not become
routine at any workplace and always
remains the exception. We have instal-
led a company policy stipulating that
specific justification must be provided
if working hours exceed 10 hours in
one day. This ensures that we proceed
in accordance with the strict excepti-
ons afforded under the Working Hours
Act. We have a time clocking system to
ensure transparent documentation of
overtime and its settlement by means
of free time or payment.

At PKV, we have concluded a
company agreement on part-time
work with various models that
allow each employee to reduce
their working hours by up to 50%.
This increases the compatibility of
professional and family life and
improves the work-life balance.

In addition to industry standards, we
have part-time models for shift work
that enable our employees to work
fewer days peryear and therefore
reconcile their professional lives with
personal needs.

OCCUPATIONAL SAFETY

We believe that occupational health
and safety are extremely valuable
assets that take precedence over
production targets. We strictly adhere
to the provisions of occupational
health and safety legislation and all
other reqgulations that are intended to
protect the health of our employees.
Our compliance is monitored regularly
by the authorities, internal audits and
external inspectors. Our occupatio-
nal health and safety management
system is certified according to DIN EN
I1SO 45001.

In order to adhere to our high
standards and go beyond manda-
tory requirements, we use our own
occupational safety officers, reqular
consultation hours as well as man-
datory and optional examinations by
our company medical service, a large
number of safety officers and first ai-
ders, fire protection assistants, reqular
meetings of the occupational safety
committee and other committees on
occupational safety and an extensive
system of authorised representatives
(e.q. for fire protection, emission
control and water protection). In ad-
dition, all persons employed in our
production or related areas are given
full, high quality professional apparel,
subject to a very small co-pay.

Our company sport is another aspect
that makes an important contribution
to protecting health. We currently stay
fit with six different sports/disciplines
(football, volleyball, running, bow-
ling, table tennis and sports badges)
and have a good time together. In ad-
dition, PKV has offered its employees
membership in the Hansefit company

fitness network since May 2023 and
covers the monthly costs except for a
co-pay. Water dispensers are instal-
led throughout the company and are
available to our staff at any time. What
is more, employees are also entitled
to lease up to two bicycles or e-bikes
from our partnerJobrad. We also en-
dorse accompanying campaigns such
as 'Cycle to Work'.

One specific goal in occupational
health and safety was to cut the
number of work accidents to the level
enshrined in the BG RCI paper (emp-
loyer's liability association for the raw
materials and chemical industries)

by the end of 2022, a goal we achie-
ved. In 2023, we also achieved our
self-imposed goal of remaining below
20 reportable accidents per 1,000
employees. For 2024, we have set our-
selves the goal of further reducing the
number of accidents and remaining
below 15 accidents per 1,000 emp-
loyees and are continuously imple-
menting appropriate measures.

We fully respect the fundamental right
to freedom of association. Every emp-
loyee is at liberty to join a trade union
and will not experience any disadvan-
tages as a result. We maintain a coope-
rative and constructive relationship
with our works council and - together
with the employer representatives -
with our collective bargaining partner,
the IG BCE trade union for mining,
chemicals and energy.

Several sections of this report outline
the various ways in which our emp-
loyees are involved in the company's
processes, for example > criterion 05,
and - criterion 08 in relation to sustai-
nability management in particular. We

report on our targets and processes
in regard to occupational health and
safety in > criterion 15.

Building on the core labour standards
of the International Labour Organiza-
tion (ILO), an internal policy on labour
and human rights was introduced at
PKVin 2022 to enshrine these princip-
les again in writing. With the imple-
mentation of the policy in 2022, we
have set ourselves further goals for
2023, including ensuring attractive
working conditions over and above
the measures taken to date. One of the
quantitative goals involved

¢ the introduction of additional mea-
sures to promote employee health.

We were able to achieve this goal

by deciding, as described above, to
participate in the Hansefit company
fitness association in 2023 and thus
offer all our employees the opportuni-
ty to take advantage of a wide range
of health and sports activities (e.g.
swimming pools, saunas, gyms, health
centres) for a small monthly co-pay.
The offer has been very well received

so far, with around 280 employees, or
around 45% of the workforce, taking
part.

A further target has been set for
2024:

¢ Creation of an employer
branding concept to increase
employer attractiveness and
in response to changes in the
labour market and the risks of a

shortage of skilled workers.

In a labour market that is increasingly
becoming an employee market and is
“characterised" by a steadily growing
shortage of skilled workers, it is less
and less the case that employees are
"looking" for potential employers for
themselves, but rather that they often
have a range of attractive employ-
ment opportunities open to them.

In response to this change, we are
working on strengthening our brand
as an employer toward the outside
world. Our employer branding is
aimed both at the labour market and
internally, as part of an attractive emp-
loyer branding concept also involves
convincing our own employees to con-

SOCIAL ’

tinue working for PKV, thus retaining
them. To do so, we are continuously
working on measures to support our
internal and external image, bothin
terms of content and visually. Regular
updating of the concept, including the
review and modification of individual
measures based on their effectiveness,
is also part of the concept develop-
ment process.

Our risk analysis described in > crite-
rion 02 did not identify any material
risks associated with our business
operations, business relationships,
products and services that are likely to
negatively impact employee rights.

Refer in this regard also to

[3 Criterion 05
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DNK criterion 15

EQUAL OPPORTUNITIES

“We are explicitly committed to the principle of equal treatment at
our company and to equal opportunities. In particular, no one [...| may
experience discrimination or be placed at a disadvantage.”

DNK requirement: The company disc-
loses in what way it has implemen-
ted national and international pro-
cesses and what goals it has for the
promotion of equal opportunities
and diversity, occupational health
and safety, participation rights, the
integration of migrants and people
with disabilities, fair pay as well as
a work-life balance and how it will
achieve these.

We do not tolerate any form of harass-
ment or intimidation of employees,
business partners, suppliers, service
providers or other persons. Instead we
are firmly committed to providing all
employees with a working environ-
ment that is free of mental, physical

or sexual harassment. We reserve the
right to impose sanctions under labour
law if we become aware of harass-
mentinany form.

We are explicitly committed to
the principle of equal treatment
at our company and to equal op-
portunities. In particular, no per-
son shall experience discriminati-
on or be placed at a disadvantage
due to their ethnic origin, gender,
religion or ideology, disability,
age or sexual identity. We there-
fore hold that equal opportunities
and equal treatment are not tasks

but a matter of course.

Recruiting, hiring and promotion
procedures take place exclusively on
the basis of professional qualifications
and competences and do not include
any other form of assessment. Wage
and salary agreements apply equally
to all gendersin accordance with our
collective agreement and do notinclu-
de any wage differentials in relevant
pay scale categories.

The high standards in this area are

also reflected in the activities of our
works council, which represents the
interests of the company employees
in a variety of ways. Among other
things, the works council is involved
in matters that relate to encouraging
a work-life balance and the imple-
mentation of actual equal rights for
women and men in recruitment,
employment, training and continuing
education. In regard to the establish-
ment of representation for severely di-
sabled employees, the works council
actively promotes the employment
and integration of severely disabled
and sick employees and supports their
concerns through integration agree-
ments, preventative measures and
company integration management,
among other things.

Aside from a number of committees
and working groups to discuss issues
and reach joint agreements, the
establishment of a representative
body for severely disabled employees,
young persons and trainees to act as

a mouthpiece between the works
council and management plays a key
role in safeguarding co-determination
rights and empowering employees to
express theirinterests.

At PKV, we have concluded a company
agreement on part-time work with
various models that allow each emp-
loyee to reduce their working hours
by up to 50%. Furthermore, there is a
simple process in place that enables
employees to take family or parental
leave for a certain period.

Building on the core labour standards
of the International Labour Organiza-
tion (ILO), aninternal policy on labour
and human rights was introduced at
PKVin 2022 to enshrine these princip-
les again in writing. With the imple-
mentation of this policy, we also set

additional goals for 2023, for instance
to create attractive working conditi-
ons that exceed the scope of previous
measures. The goal of introducing

an official policy for mobile work at
the beginning of 2023 to continue
promoting the compatibility of family
and professional life and to improve
the work-life balance was achieved. A
company agreement on mobile work
has been concluded and has beenin
force since February 2023. Accordingly,
itis possible to work up to 40% of wor-
king hours (2 days per week in a 5-day
working week) remotely in agree-
ment with the respective department
head. This company agreement is ac-
tively used by a number of employees
whose work generally permits mobile
working.

In 2023, an initial brainstorming
session was launched between
sustainability management and
the HR department with the aim
of working on a diversity concept
in 2024 and beyond. Specifical-
ly, this involved formulating a
vision, objectives and measures
that could be integrated into the
company's employer branding

concept described in Chapter 16.

DNK criterion 16

QUALIFICATIONS

SOCIAL ’

“Qualified employees and lifelong learning are vital to success
due to our complex processes and systems.”

DNK requirement: The company disc-
loses what goals it has set and what
measures it has taken to promote
the employability of all employees,
i.e. the ability of all employees

to participate in the working and
professional world, and in view of
adapting to demographic change,
and where risks are seen.

Qualified employees and lifelong
learning are vital to success due to our
complex processes and systems. This
is why we offer a variety of in-service
training courses, for example master
courses for industrial supervisors spe-
cialising in paper production, further
qualification as paper technicians or
as industrial and business specialists
(IHK). In 2023, we invested 708 euros
per employee in training and develop-
ment.

Our Studio e-learning platform has
supported ourinternal training and
education programmes since 2019.

We have achieved the following
number of completed courses on this
platform peryear:

2019.......c 464
2020 ... 1096
2021 ... 8786*
2022........ci e 2988
2023 ... 4041

*unusually high number due to the launch of
many one-time mandatory courses

Apprenticeships are also very import-
ant at our company, and we provide
training in six professions in total.
Apprentices and persons completing
retraining receive particular support
from expert trainers and are given
special protection. In doing so, we
ensure full compliance with the
provisions enshrined in the Vocational
Training Act (BBiG). We believe that
providing a wide variety of internal
courses in many (particularly labour-
intensive) areas of the company is

a crucial response to demographic
change.

Work experience for school students
and other company internships
represent a special form of training
offered at PKV. Its main purpose is to
offer career guidance and to foster
the personal development of our
interns. All requirements defined by
the individual educational institutions
are complied with in full during our
internships.

In addition to apprenticeships, our
company attaches immense signifi-
cance to in-company and part-time
further training. We believe it is self-

evident that all employees must requ-
larly receive the compulsory training
they require for their work.

Moreover, a wide variety of other
courses are organised to enable em-
ployees to acquire additional quali-
fications. Aside from reqgular, needs-
based master courses - for which our
employees are granted special leave
with full pay - we also offer further
training courses for technicians,
business economists and business spe-
cialists, among others. Dual curriculum
degree courses are frequently offered,
depending on our needs. We offer
employees without specific training

in the paperindustry, especially those
working in production, the opportu-
nity to complete a distance learning
course to gain theoretical expertise
and qualification as paper technicians.
On average, this opportunity is given
to two eligible employees from the
various subunits within production
each year. After earning this qualifi-
cation, they can then progress to their
next career stage in our production
departments.

These varied training programmes
enable us to fill many senior and ma-
nagerial vacancies and new positions
at our company with our own emp-
loyees. We see this as another suitable
response to demographic change.

We report on our strategies and mea-
sures in the area of health manage-
mentin - criterion 15.

Building on the core labour standards
of the International Labour Organiza-
tion (ILO), aninternal policy on labour
and human rights was introduced at
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PKVin 2022 to enshrine these princip-
les again in writing. With the imple-
mentation of this policy, we also set
additional goals, for instance to create
attractive working conditions that ex-
ceed the scope of previous measures.

e Compliance with a long-term trai-
ning quota of at least 5% full-time
equivalents (FTE)

e Intensification and increased needs-
based organisation for the wide ran-
ge of further training opportunities

The target of maintaining a training
quota of at least 5% of full-time equi-
valents was achieved in 2023 with a
quota of 5.6% (as at the end of 2023).

To achieve the goal set for 2023 of
strengthening the needs-based design
of the wide range of further training
opportunities, a separate position for
personnel development was created
in the HR department with effect from
01/08/2023.The emphasis is on team
developmentin large departments,
master development workshops and a
focus on developing leaders at depart-
mental and team management levels.
For 2024, we have therefore also set
ourselves the specific goal of

¢ developing and implementing a
concept for further development of
leadership skills.

To this end, all masters are to receive
management training and an external
training partneris to be engaged to
initiate joint and individual workshops
and modules at the department and
team level.

Other topics will also be addressed
here gradually. In principle, a wide
range of further training opportunities
already exist, which can gradually be
better structured and developedina
more central manner.

Our risk analysis described in > crite-
rion 02 did not identify any material
risks associated with our business
operations, business relationships,
products and services that are likely to
negatively impact the qualification.

Referin this regard also to

Performance indicator EFFAS S03-01,
Age structure/distribution (number of
FTEs per age group):

Reported here is the data we have collec-
ted on the distribution of our employees
as a whole (not FTE) by age group - the
actual difference would be marginal, but
it would require a considerably greater
amount of time and effort to calculate.

Age group No. of employees

20 years or 26
less

21-30 years 94

31-40 years 165
41-50 years 142
51-60 years 154

Over 60 years | 31

Average age: 42.3 years

Performance indicator EFFAS S10-01,
Percentage of female employees in
relation to total employees:

PKV:12.1 %

Performance indicator EFFAS $10-02:
Percentage of female FTEs in senior
positions in relation to total FTEs in
senior positions

Reported here is the proportion of female
managers in comparison to the total
number of managers: 10.2%

Performance indicator EFFAS S02-02,
Average expenses on training per FTE
p.a.:

Reported here is the average expenditure

on training per employee per year: 708 EUR.

DNK criterion 17

HUMAN RIGHTS

“Sustainability and the protection of our environment

are essential principles that guide all our actions.”

DNK requirement: The company
discloses what measures it takes,
strategies it pursues and targets

it sets for itself and for the supply
chain for ensuring that human rights
are respected globally and that
forced and child labour as well as all
forms of exploitation are prevented.
Information should also be provided
on the results of the measures and
on any relevant risks.

PKV is committed to social responsibi-
lity and good corporate governance.
Our Code of Conduct, which is accessi-
ble to all interested persons, describes
the principles that we believe should
guide us and are essential to good
corporate governance. As a rule, all of
our actions in each area, in particular
towards customers, suppliers, busi-
ness partners and employees, should
build on the principles of integrity and
fairness. Sustainability and the protec-
tion of our environment are essential
principles that guide all our actions.
Compliance with applicable laws is
the basis for our actions. In our Code of
Conduct, among other things, we are
absolutely and irrevocably commit-
ted to respecting and guaranteeing
human rights as the greatest asset of
our legal system in everything that we
do. This Code of Conduct describes our
underlying strategy in this area. Exam-
ples of relevant measures are descri-
bed in > criteria 04, 14,15 and 16.

In addition to this general commit-
ment, we have also set ourselves the
goal of establishing suitable ways of
defining measurable targets. Imple-
mentation of this policy statement for
labour and human rightsin 2022 also
involved the definition of quantifia-
ble targets for the various issues in
2023.Taken together, their purpose

is to contribute towards compliance
with labour and human rights at PKV.
We report on target achievementin
2023 and further targets for 2024 in

> criteria 14, 15 and 16. Additional
goalsin the area of human rights, in
particular with regard to sustainable
and responsible purchasing (including
the best possible coverage of any risks
in the supply chain), are described in >
criterion 03. As set out there, we will
continue to build on these goals as
part of our compliance with due dili-
gence obligations relating to human
rights and the environment.

To date, our risk analysis described
in > criterion 02 did not identify any
such material risks associated with
our business operations, business
relationships, products and services
that are likely to negatively impact
human rights.

Overall, after carrying out the abstract
and concrete risk analysis, a low to
medium risk can be identified for our
own business segment as a result of
our business activities, the produc-

SOCIAL ’

tion of paper and cardboard, and the
fact that our sole company location

is in Germany. Due to strict national
legislation in the area of labour and
human rights, which we consistently
implement, a low risk of human rights
violations can be assumed. Neverthe-
less, because we are an industrial pro-
duction company, a few risks need to
be considered and regularly analysed.
In our case, these include the areas

of occupational safety and environ-
mental protection, which are relevant
pursuant to the German Supply Chain
Act (LkSG). However, thanks to existing
integrated guidelines, processes and
measures, which we implement as
part of the certified 1ISO 45001 and
14001 management systems, we are
able to react appropriately to risks in
these areas and minimise or prevent
negative effects in the best possible
way.

With regard to our business partners,
we started the abstract and concrete
risk analysis (= invitation to fill out
dedicated questionnaires) at the end
of 2023. According to the abstract risk
analysis carried out to date, a similar
picture emerges, as the majority of
our direct suppliers from the main
purchasing categories of fibre and
laminating papers, auxiliaries/chemi-
cals, spare and wear parts, machinery
and equipment, services and freight
forwarders are based in Germany
(1,146 of 1,290 suppliers) or come
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from nearby European countries. As a
result, only a very small proportion of
our suppliers are marked with a high
level of risk according to the abstract
risk analysis (7), whereby the risk is
primarily concentrated in the areas
of responsibility in the supply chain
and environmental protection. At the
turn of the year 2023/24, selected
suppliers (high-risk suppliers and
suppliers with a medium risk that
fall into higher sales categories) are
tasked with answering dedicated
questionnaires in which they can
correct their risk status by providing

information on guidelines, measures
and certifications. In the following, an
impact analysis is targeted in order to
segment and prioritise the suppliers
once again in terms of risk occurrence
probabilities, influence capacity and
risk severity, in order to subsequently
derive individual measures.

Refer in this regard also to

i

Performance indicator EFFAS S07-02 I,
Percentage of total facilities certified
according to SA 8000 standard

0 %.

All our facilities are certified according to
the following management systems:

e(ccupational health and safety
according to DIN EN ISO 45001

efnvironmental management according
to DIN EN ISO 14001

eQuality management according to
DIN EN ISO 9001

eEnergy management according to
DIN EN ISO 50001

efood and product safety according to
DIN EN ISO 22000

DNK criterion 18

CORPORATE CITIZENSHIP

“The Barthel Foundation has become a reliable
supporter of many projects with a broad impact.”

DNK requirement: The company disc-
loses how it contributes to corporate
citizenship in the regions in which it
conducts its core business activities.

Company founder Hellmut Barthel
established the non-profit Gertrud and
Hellmut Barthel Foundationin 1991.
Its aim is to maintain a focused and
expert shareholder structure within
the PKV Group, while at the same time
allowing the general public to share
in the company's success. This foun-
dation was endowed with adequate
financial resources in the terms of his
last will and testament from 1999.

As chairs of the foundation at the
time, Jirgen Evers and Ginter Dieball
accepted the challenge of establishing
a network of support to ensure ideal
use of the available funds in the spirit
of the goals set out by the founder
(heritage protection, scholarships,
environmental protection, art/culture,
education and teaching/research).
Kristian Evers and Lutz Dieball now
chair the foundation.

The Barthel Foundation has beco-
me a reliable supporter of many
projects with a broad impact.
Project funding is mainly focused
on the Varel and Friesland regi-
ons, although support frequently
extends beyond these areas as
well. In 2023, the foundation
distributed a funding volume of
more than €1.6 million to support

78 projects and 30 scholars.

Furthermore, PKV itself supports chari-
table projects geared at safe, healthy
and equitable cohesion at its location,
primarily by making a donation each
vear. This is consistent with our self-
perception as a family-owned, me-
dium-sized company that adheres to
the highest standards of occupational
safety and environmental protection.

PKV sponsors projects in the vicinity of
its location - even beyond the region
in exceptional cases - that address a
target audience that is or might be
interested in career prospects in the
paperindustry. Moreover, we feel
deeply committed to projects at our
location that investigate the pro-
tection and efficient use of natural
resources. Doing so reflects our self-
image as a producer of sustainable
raw materials for packaging that uses
resources as sparingly as possible. We
provide sponsorship funds for this kind
of project as well.

And last but not least, we have adop-
ted a very positive approach to the
personal commitment to good causes
shown by many of our employees.

SOCIAL ’

Barthel

Stiftung

We are happy to support persons

who volunteerin the interests of
others. Cohesion and commitment are
important professional values in our
view.

This is why we established the PKV
Extra programme in 2020 to provide
annual funding for donating to/spon-
soring projects in which our emp-
loyees are actively involved.

We outlined all of these activities in a
company-wide donation and spon-
sorship policy, which we implemented
in 2021 and which has been the sub-
ject of annual reports to the Executive
Board since 2022.
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POLITICAL INFLUENCE

“Political engagement builds on our appreciation of opportunities and
risks [...]. The shareholders decide on this form of commitment.”

DNK requirement: All significant
input relating to legislative procedu-
res, all entries in lobby lists, all signi-
ficant payments of membership fees,
all contributions to governments

as well as all donations to political
parties and politicians should be
disclosed by country in a differentia-
ted way.

National and EU legislative procedures
are relevant for PKV, especially where
they relate to any economic and legal
frameworks in the industrial SME
sector, climate protection and issues
regarding packaging products. We
hold talks on these and other topics at
irreqular intervals with local, regional
and national politicians from demo-
cratic parties. Political engagement
builds on our appreciation of opportu-
nities and risks (cf. > criterion 02). The
shareholders decide on this form of
commitment.

In addition, our interests are primarily
represented by business and industry

associations as well as sustainability
initiatives. A prime example is DIE
PAPIERINDUSTRIE e.V.The principal
task of this association is to pool and
represent the interests of member
companies in the areas of energy and
climate policy, environment and tech-
nology, research and research funding
at universities and institutes, business
and export trade, raw materials and
law, social and collective bargaining
policy, as well as media liaisons and
public relations and recruitment of
young talent.

Another apt example is the work of
the KlimaWirtschaft Foundation, of
which we are a member. The founda-
tion supports projects in the area of
climate policy within politics and ad-
ministration and also calls for reliable
political frameworks for companies
that assume a pioneering role in the
area of climate protection. The foun-
dation acts as an intermediary bet-
ween climate science and the business
community and in doing so cultivates
a spirit of mutual understanding. As a
‘'source of inspiration’, the foundation
provides best-practice examples and
organises dialogue formats that help
companies inside and outside the
funding circle to develop innovative
approaches to low-carbon business.

GOVERNANCE &8
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We are members of the following and
other organisations:

¢ Oldenburg Chamber of Industry
and Commerce

¢ KlimaWirtschaft Foundation

¢ Griiner Wirtschaftsdialog e.V.

¢ Bundesdeutscher Arbeitskreis
fiir Umweltbewusstes Manage-
ment (B.A.U.M.) e.V.

¢ Industry association DIE PAPIER-
INDUSTRIE e.V.

¢ Verband Nord- und Ostdeutscher
Papierfabriken (VNOP) e.V.

¢ Fachverband Faltschachtel-In-
dustrie (FFl) e.V.

e INGEDE e.V.

¢ Verband der Industriellen Ener-
gie- und Kraftwirtschaft e.V.

¢ Verband der Wellpappen-Indus-
trie (VDW) e.Vl.

¢ Verband Vollpappe-Kartonagen
(VVK) e.V.

¢ Verein der Zellstoff- und Papier-
Chemiker und -Ingenieure (Ver-
ein ZELLCHEMING)

¢ Arbeitgeber- und Wirtschafts-
verband Jade e.V.

Refer in this regard also to
> Criterion 02

Performance indicator EFFAS GO1-01:
Payments to political parties as a
percentage of total revenue:

0%

43



g PKV 2023 Sustainability Report

44

DNK criterion 20

CONDUCT THAT COMPLIES WITH THE LAW AND POLICY

“This corporate culture thrives on the principle of
personal responsibility based on shared values.”

DNK requirement: The company
discloses which measures, stan-
dards, systems and processes are in
place to prevent unlawful conduct
and, in particular, corruption, how
they are verified, which results have
been achieved to date and where it
sees there to be risks. It depicts how
corruption and other contraventions
in the company are prevented and
exposed and what sanctions are
imposed.

We define compliance as adherence to
all relevant laws, requlations, internal
policies, contractual obligations and
voluntary commitments which we or
authorised third parties have entered
into. This means far more than just
lawful conduct. Instead, we also draw
guidance from the ethical principles
underpinning our corporate culture.
This corporate culture thrives on the
principle of personal responsibility
based on shared values.

Our Code of Conduct, as approved by
the Executive Board, sets out our com-
mitment to comply with all laws, stan-
dards and other legal provisions and
also adhere to the relevant social rules
that apply in the countries in which we
are present. We are fully committed to
engaging exclusively in fair compe-
tition with other market players and
our competitors. We comply with all
applicable antitrust and competition
laws in this area. Under no circums-
tances do we accept agreements on
prices and conditions or arrangements
aimed at inhibiting competition or
dividing up markets and customer
groups. Deliberate acts or omissions
that cause fraud in relationships with
partners are strictly prohibited.

The same applies to all forms of bribe-
ry and corruptions. Under no circums-
tances will PKV tolerate this conduct

in any form. PKV employees must not
offer, grant or accept any unauthorised
benefits to or from business partners
in the course of their work. The accep-
tance of gifts is prohibited. The only
exceptions are customary hospitality
or occasional low-value gratuities.
Gifts in the form of money are prohibi-
ted in every case and in any amount.

> Criterion 04 describes how we work
towards compliance with sustainabi-
lity principles in our supply chain. Our
business partners are also expected

to comply with all principles and
applicable laws and regulations when
working with PKV. We advise our busi-
ness partners to introduce comparable
principles at their companies as well.
Any identified violation of our princip-
les will attract consequences.

In 2023, PKV continued to trial the
introduction of a compliance officer
from the shareholder group, namely
Lutz Dieball, to oversee all aspects of
compliance.

Our whistleblower system that was
introduced in early 2023 enables
persons to submit complaints and
report anomalies via the group-wide
complaints system as part of an ano-
nymous process. Internal and external
whistleblowers can use this reporting
system to make an anonymous report
thatis forwarded to an external om-
budsman’s office, treated confidential-
ly and passed on to the internal com-
pliance manager for further action. No
reports were registered in 2023.

In our implementation of whistle-
blower protection, we are guided by
current and future statutory provisi-
ons, taking into account both German
and European requirements. Moreo-
ver, we believe that the continued
development of a compliance system
must build on strong links between
the whistleblower system and related
issues such as the German Supply
Chain Due Diligence Act (LkSG).

We are also planning regular training
on compliance issues to raise awaren-
ess among our staff. In 2020, we
trained relevant persons at manage-
rial and head of department level on
the topics of ‘Compliance in general’
and ‘Competition/antitrust law'. Our
goalisstill to expand the portfolio

of available courses to include all
affected employees. We did not quite
reach this goalin 2023. This is due

to our current considerations to roll
out a holistic compliance system to
reflect the importance of ethics and
compliance in connection with various
sustainability reqgulations. Training
courses will be adapted suitably once
this system has been prepared. At the
end of 2023, we decided to establish a
central compliance management unit
atthe holding company, Halbzellstoff-
Industrie GmbH, for the organisation
and implementation of complian-

ce processes and guidelines in our
subsidiaries in 2024. This was due

to the overarching need to establish
group-wide compliance processes and
guidelines.

The annual EcoVadis Rating ensures
reqular external review in the area
of ethics and compliance. Compli-
ance is further taken into account by
carrying out risk analyses in our own
business area and due diligence audits
of business partners to fulfil our duty
of care pursuant to the LkSG. Some
compliance issues are investigated in
other audits (e.g. product safety, data
protection, information security).

Referin this regard also to

GOVERNANCE &8
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Performance indicator EFFAS V01-01,
Expenses and fines on filings, law suits
related to anti-competitive behavior,
anti-trust and monopoly practices:

None.

Performance indicator EFFAS V02-01,
Percentage of revenue in regions with
aTransparency International Corrup-
tion Index below 60:

12.6 per cent - in Poland, the (zech
Republic, Slovakia, Hungary, Greece,
Romania, Italy (in order of sales volume
in direct sales in 2023).
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