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The PwC maturity
assessement
systematically
supports the
procurement
transformation




The PwC procurement maturity model helps to identify the status quo,
compare against the peer and develop specific actions
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High Performing

Industry Average

Starting
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The Capability Framework provides a consistent and comprehensive
structure to evaluate organizations on Procurement functions

L q- Included in Maturity Excluded from Maturity
egena: Assessment Assessment

SRR Core Capabllltles ....................................................... :

Client Account Management

Category Management

Strategic / One-
Demand Spend Strategic Off
Planning Management Sourcing Procurement
AdVisO
Procure-to-Pay Inventory Logistics Warehousin
(P2P) Operations g 9

Contract Management

Supplier Management

Performance Management

Technology

Governance & Policy
Process & Continuous Improvement Innovation
Procurement Maturity Assessment People & Orgamzatlon

PwC

Master Data

.............................................................. Enablers

The Procurement Maturity is assessed on a set of 11 Core
procurement capabilities and 7 enablers. As it currently
stands, only “Warehousing” has been excluded from the
Maturity Assessment, and “Inventory Operations and
Logistics” have been grouped together as these are not
always driven by the Procurement team, but may be the
responsibility of the Operations group within an organization.

Core capabilities are what differentiates the Procurement
group from other teams in the organization. Each
capability has a different set of activities and attributes that
contribute to Procurement’s value proposition.

Enablers are supporting functions within Procurement
that help it deliver on its value proposition. While not
necessarily being direct value-adding capabilities, the
Enablers facilitate the execution of core Procurement
activities by giving an efficient structure for Procurement staff
to operate and evolve.
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The Maturity Scale is a reference tool used to evaluate the operating
maturity of the client organization based on PwC’s leading practice.

The maturity scale helps to position the organization relative to leading practices, supports recommendations and helps to identify opportunities for
improvement. Each question asked on the Maturity Assessment survey is ranked from 1 to 5, and is based on the maturity scale presented below.

Procurement Maturity

Business Maturity

Level 1 - Immature

« No formal demand planning or spend
management practices

« Some competitive bidding

« Reactive sourcing activities

« Focus on pricing and securing capacity

« Inconsistent processes with limited
governance

« Procure-to-Pay focus

« Lack of standardization of contract
templates

« Minimal effort on contract management

« No formal supplier management

« Limited governance

« No master data controls

o Spend under Proc. = <50%

o Low trust and confidence in
Procurement capabilities

« Business conducting majority of Proc.
activities (ie. contracting)

« No Procurement policy in place

« Significant volume of non-PO spend,
payments off invoices, and change
orders

« No linkage of WOs to POs

0-3%

Procurement Maturity Assessment

PwC

« Aggregation of requirements and
demand, basic analysis of some spend

« Limited understanding of strategic
sourcing and category management

« Some technology enablement in the
P2P process to release resource
capacity

« Contract Management central
repository and templates

« Supplier performance managed
informally for select suppliers

« Basic governance controls established

o Master data defined

o Spend under Proc. = 50%-70%

« Integration of Work Management and
P2P process

« Confidence in Procurement to execute
transactional activities

« Select joint category teams (business
and Procurement)

3-6%

« Focus on standardization of
requirements and end to end
processes within key spend categories

« Spend management practices are in
place, but vary across business units

« Defined spend channels and inventory
strategies by category

« Contract management based on full
contract lifecycle

« Supplier performance managed with
scorecards

« Procurement policies defined

« Master data management supports
most key processes

« Spend under Proc. = 70%-90%

« Some trust and confidence in Proc.
capabilities to execute transactional
and strategic activities

« Category teams in place but with
inconsistent structure and practices

« Use of data-driven decision making

6-9%

Level 4 - High Performing

« Category management plans
integrated with business covering
major categories

« Real-time spend visibility

« Strong focus on TCO

« Standardized processes enabled by
technology and robust master data
management across spend channels —
e-catalogues, contract and inventory
management system

« Full lifecycle contract management and
supplier performance management
integration

« Robust scenario-based policies

« Spend under Proc. = >90%-99%

« Business understanding of strategic
and transactional efficiencies of Proc.
processes

« Continued transactional efficiency
gains for the end user through the use
of process and system related
automation

« Joint scorecard collaboration with
business and Procurement

9-12%

Level 5 - Industry Leading

Procurement fully integrated with project
strategy, contracting and execution

Next Generation Category Management 2.0,
Operational Excellence

End-to-end processes optimized and
integrated by disruptive digital technologies
and analytics capabilities built into a
Procurement control tower

Delivers best business value through safety,
availability, quality, reliability, working capital
and total lifetime cost savings

Predictive Procurement risk and resilience
management

Spend under Proc. = >99%

Proc. as a strategic business partner
System integration of customer, supplier,
and internal data for planning, TCO
optimization, and predictive and
preventative maintenance

Proc. and business working in
collaboration with suppliers to drive
innovation

12 - 15%+
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Questions were developed to assess the maturity of people, processes,
technology and data elements for each Procurement capability

Capabilities
01. Client Account Management
02. Category Management
03. Demand Planning
04. Spend Management
05. Strategic Sourcing

06. Strategic / One-off Procurement Advisory

07. Procure-to-Pay

08. Inventory & Logistics

09. Contract Management

10. Supplier Management

11. Performance Management

12. Technology

13. Governance & Policy

14. Master Data

15. Process & Continuous Improvement

16. Innovation

17. People & Organization

Procurement Maturity Assessment
PwC

Maturity Questions

Each capability has a set of questions that aim
to get an exhaustive understanding of
Procurement practices within the organisation
(i.,e. MECE). Each question is evaluated on the
maturity scale through the descriptors, which
provide examples of what organisations of a
given maturity level would typically do. In the
Qualtrics survey, the descriptors are the
possible answers to multiple choice maturity
guestions.

Descriptors

Little or no supply market knowledge, no supply
market research conducted.

Procurement has limited understanding of the
competitive supply market or critical factors
impacting...

Infrequent supply market research conducted
for key categories and commodities. Supply
knowledge tends...

Periodic supply market research conducted for
key categories and commodities.
Detailed supplier cost...

Sourcing strategies are defined based on
coherent and deep understanding of supply
market...

October 2021



The Maturity Questionnaire is using Qualtrics survey technology

Maturity Questions

Procurement Maturity Assessment
PwC

Descriptors

What the end user sees Maturity question

I

Little or no supply market knowledge, no supply /

market research conducted.

Procurement has limited understanding of the
competitive supply market or critical factors
impacting...

Infrequent supply market research conducted
for key categories and commodities. Supply
knowledge tends...

Periodic supply market research conducted for
key categories and commodities.
Detailed supplier cost...

Sourcing strategies are defined based on
coherent and deep understanding of supply
market...

\

\

(O 1 (Least Mature) - Little or no supply market knowledge, no supply market research

/V

conducted.

(O 2 - Procurement has limited understanding of the competitive supply market or

el

critical factors impacting commercial or operational performance High level supply
market benchmarking completed, based on incumbent suppliers and limited number
of other sources, however research is not integrated into overall sourcing process
and tends to be conducted on an ad hoc basis. Procurement does not attempt to
analyze suppliers' costs as part of sourcing engagements.

3 - Infrequent supply market research conducted for key categories and
commeodities. Supply knowledge tends to be stronger amongst customers than in
Procurement. Some analysis of the supply market is built into the sourcing
process.Procurement will only rarely attempt to analyze suppliers' cost base as part
of sourcing engagements or compare performance against other similar companies.

4 - Periodic supply market research conducted for key categories and commodities.
Detailed supplier cost and performance information, supply market dynamics, market
trend and competitor activity information available across some sourcing
groups.Strong regional supply knowledge among cross functional team but limited
global industry knowledge. Procurement will attempt to analyze suppliers' cost base
as part of major sourcing engagements but this is not routine.

5 (Leading Maturity) - Sourcing strategies are defined based on coherent and deep
understanding of supply market A market intelligence program is in place, web-
enabled technology being applied to provide real-time information for important
supply market factors such as commodity prices, fuel / energy costs, currency
exchange rates and supply benchmarks. These factors are used to model suppliers'
processes and raw materials costs to understand quality and cost drivers.

""""""""""""""""""""""""""""" | Descriptors
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Responses are transformed using an Alteryx workflow to create
PowerBI dashboards that present the survey data

Responses by Region

Overview Dashboard Capability Dashboard Question Dashboard
Shows the overall maturity score across - Shows which capabilities have the - Shows how the scores were distributed
capabilities, roles, categories and regions highest variations in maturity scores, for each question
Gives the response breakdown per which indicates the capabilities on which - This dashboard is used to get more
country, per role (i.e. demographics) stakeholders do not align (i.e. some detailed information on the capabilities
Global and regional procurement maturity people think it's mature, other don't) with high variation, or capabilities that had
score (spider charts) - May be caused by differences in regional very low scores to support findings,
This is the level of detail that was or category maturity, or individual identify areas where further probing is
presented to leadership perceptions required and find opportunities for
This dashboard is useful to identify which improvement
Responses Maturity scores capabilities require further analysis
statistics per region : — :
High variations are Question
o - Wed |n yeIIoW level detall Ansyver_
R e e e == | distribution
ey S = || 122

—— 7

Answer details

Maturity score variation
per capability

Procurement Maturity Assessment October 2021
PwC




In addition to the maturity model, 22 performance indicators with high
priority for procurement have been selected and can be benchmarked

Procurement Performance Management — Performance Indicators

Performance field Performance indicator

Procurement

performance

Financial impact

Process
performance

Material/

Process cost

Strategic
procurement
processes

Operative buying
processes

Organisation

PwC's Procurement Excellence Services

Capital employed

Supplier management

Sourcing strategy

Order management
process

— Structure

Staff

— Skills

Total spend / total net sales [%0]

Purchase price development [%0]

Purchase price variance (versus standard price) [%]
Procurement success [€]

(Covered) spend per purchasing employee [€]

Order lines covered by call-off contracts, automated orders and
catalogue orders [%]

Days payables outstanding (12 months average) [days]
Average payment terms negotiated [days]

Cash discounts negotiated / total spend [%)]

Strategic suppliers with high supplier rating [%]

Spend managed by procurement [%)]

Supplier innovations and conversion [#, %)

Non-utilized call-off contracts [%0]

Spend in LCC sourcing [%]

Spend with no alternative source [%]

Applied state-of-the-art procurement tools/methods [#, %]

Spend covered by purchase orders [%)]

Average sourcing lead time [days]

Orders delivered in full/in time (OTIF) [%)]

Headcount procurement [#]

Candidates and applications per position [#]

“Exceeds” in performance review [%] ober 2021
11



Based on the maturity model TOM principles for procurement to shape
the future of Procurement can be outlined

Vision & People &

New procurement function in line with business strategy.
Strategy Talent

Capability development of talent and expertise across

Drive harmonization, standardization and process ® PY three_main el_emen_ts — category management, sourcing and
optimization, focusing on TCO, synergies and cost m supplier relationship management.
management.

M\

Clearly defined range of buying channels,
applied within a governance framework. Organisation &

Full Demand to Pay Process ownership Location Model Aligned Procurement Organisation across all with
including Accounts Payable function and single maximum operational benefits

point of contact for all relevant categories. Categories managed by central procurement with full
Flexible landscape ready to support new focus Fu tu re Agile Category Management (“Move Procurement
to Agile”).

areas of value tracking and sustainability
Procurement
TOM

Technology

Consistent set of KPIs to ensure the value delivered
by Procurement is visible at all levels and especially
to the cost management function. Performance

Service Delivery

Compliance framework monitoring ensuring Management Model Standards for transferred categories and transferred
compliance with agreed category and sourcing —® operational tasks, coordinated policies, supplier
strategies. audits, tracking of adherence to defined processes and
Governance framework for managing procurement full alignment with the cost management function.

decision-making at all levels.
Process,

Automation &
Controls Technology enabled processes with an agile integrated

Risk

Risk management framework to classify procurement and Management

contract risks. ® solution platform to drive customer service, efficiencies
Multi-tier supplier base for identification of key suppliers. and compliance.

Regular monitoring of key suppliers against risk —

management framework.

PwC



The global
challenges and
trends trigger
the PwC future
radar

Produce VALUE to be relevant

In the driver seat for external INNOVATION

Hot for DIGITALISATION

Front runner for SUSTAINABILITY

Act AGILE

Control supplier and supply RISKS and all internal risk
and compliance challenges

13



Business challenges require Procurement to move from an operative
focus to the value driver stage

Tactical | Strategic

Seamless integration with the
business. Service oriented.

Continuous development of
common solutions

ss Integrator

A331enS 1
P2.12]udd ssawisng

Clear business orientation. Focus B\ Bu
on the shared value contribution.
Joint development of skills

Value driver

Consohdatlon
Standardization across all
functions. Rules and controls
over all processes and functions.

. s L Stage 2:
% : Compliance focus
g Reactive, disconnected from the
E" business. Internal focus.
=1 Fragmented processes and
o technologies. No structured Stage 1:
organisation Operative focus
3 Processes 4 Employees 5 Technology

PwC 14



... shifting procurement to a strong value focus

LOVE \=
OW MucCwH
vz P¥o FREES
LOVE COST -~ ~

——

—

Delivers business confidence

Support agile and flexible decision
making

Infrastructure Excellence Partnership approach

Commodity Preferred Value Added : . Strategic
: . . Alliance Co-operation .
Supplier Supplier Supplier Partnership

Strategic Excellence

Process Excellence

mirmiandeunice.com

Maturity / Complexity / Value

PWC 15



What is value?

We see value broader than price or cost, so we introduce the Total Value of Ownership concept.
It doesn’t only consider the financial perspective but looks at initiatives from various angles

Financial Customer
Cost Price negotiations, discounts, demand management perspective perspective
(specifications / volume), ... Good and sustainable Results in happy customers
financial results internally & externally
. . = effective use of public funds
Total Working Capital Inventory reduction, payment terms, ... Do

Value of

Ownership

Process & Usage Process improvements, efficiencies, ...

People Process
perspective perspective

Competent, trained, Doing the right things in a
professional & motivated simple, efficient and
people transparent way

Employee engagement Operational Excelence

Other Other improvements: risk reduction, sustainability, , ...

ROSMA: Return on Supply Management Assets (Hard cost savings
earned in a year divided by the cost of the procurement function)
NPS: Net Promoter Score (Client satisfaction measure)

PwC



An important element is the definition of performance measurement
principles

» Cost reductions against historical baseline or cost avoidance against other baseline (e.g. offered
supplier terms) — either through changes in price or demand reduction

» Price negotiations, discounts, demand management (specifications / volume)

* Inventory reduction
Working Capital « Improved payment terms
» Active working capital management

Total Value of
Ownership

* Process improvements at interface to supplier (incl. e.g. cost of quality, obsolescence...)

Process & Usage o . ) o
+ Optimizing internal processes, reducing internal cost or increasing internal value

Total Value of Ownership
is the sum of all types of
value created by

Procurement together with

the business * Risk reduction

» Supplier relationship
» Sustainability
* Other factors that are in line with company’s objectives

PwC



Added Value vs. P&L Impact

We are measuring 2 key values per initiative: Added Value vs. P&L Impact

Added value is the sum of all the types of value created by procurement and the business collaboratively. This can include:

* Hard cost saving = Cost reduction vs. the (adjusted) historical baseline
OR —> either from price or “active” demand reduction in volume or specifications

« Cost Avoidance = Cost reduction vs. an other baseline (based on the first offers from the suppliers)
AND * Process & Usage = Efficiency in an internal process and therefore, reducing internal cost or increasing internal value

AND ¢ Other =any other factors that are beneficial and in line with the company’s strategic objectives (CO, impact
reduction, employer branding, risk reduction, ...) = if it possible to quantify these impacts that’s the preference, but
you can also list these as gualitative comments

= Input for performance management

P&L impact is the difference between the new spend (P,*Q,) and last year’s spend (P,*Q,)

= Input for the link with Finance/budgets

PwC




The global
challenges and
trends trigger
the PwC future
radar

Produce VALUE to be relevant

In the driver seat for external INNOVATION

Hot for DIGITALISATION

Front runner for SUSTAINABILITY

Act AGILE

Control supplier and supply RISKS and all internal risk
and compliance challenges
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Procurement has to use a wide range of unstructured information to
gain knowledge and actively use and promote innovation

Research Supplier Client Research Big Data Research Experts
(freely accessible)

+ Database crawler

Market research - Supplier meetings - Audit results . Internet crawlers . Interviews with
reports - Company website « Supplier database . Data scouting experts, professionals,
* Press releases - Annual reports - Procurement database executives
. Rating institutes + Analyzes/ reports on
g « RFI « Corporate data innovations,
- Patent databases . RFP - QTR competitors,
« Country data and facts customers

RFI — Request for Information
RFP — Request for Proposal
QTR — Quality Technical Requirement

20
PwC



Identifying, understanding and connecting data and modelling and
interpreting of scenarios enables the sourcing of innovation

Comprehensible decision
recommendation, instead of
crystal ball

« Determination of probability of
occurrence

» Transparency for decision-
makers

PwC

Improved forecast accuracy
in the dynamic market

* Evaluation of services and
business models

» Shorter cycles in changing
markets

* Product modules with high
dynamics of change

........

Cost development for
volume, technology and
product scenarios

» Supplier information, already
before the tendering process

* |Information sources and
requirements

S o Strategische Relevanz Wl

Nediig ~ Grad der Unsicherheit

Targeted selection of scope

* In case of great uncertainty
and a high business impact

* Cost development as an
additional factor



The method developed within the former project ranges from data
analysis to the final award decision

,,Big Data“ KPls Scenarios Evaluation Decision
é—_" 7.‘: Volume :

Product technology d N

& ﬂ_:_.:____:; Production Potential @
technology NIV
= (Net

|| E[l] Reality Check Innovation

e Value)

Scenario-based assessment based on the criteria volume, product & manufacturing technology
Determination of the probability of occurrence of scenarios
Identification of potential future economies of scale

22
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In the "Future Sourcing" tool, information gathering and the final
calculation of results will be fully automated

Web Crawler Edited information Manual' Market research
e —————y reprocessing e ——

Turnover per year Autofacts Databases

EBIT per year Input
Technology development screen T ey o o | | s
Markets Automated AN Y 5
filling S e

Automated filling

Present value calculation
S

Automated filling

CBD

— PreMeeting

Scenarios
Potential present value
Probability of occurrence

| I

23
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"Future Sourcing" gives the foundation for a continuous risk controlling
of suppliers

"Market Volume"

= Winning new customers in the retail sector
= Winning new customers in other sectors

= Additional volumes of existing customers

"Product Technology"

= Leaps in product technology

= Lower product costs

= Higher added value for the customer

"Manufacturing Technology"

= Leaps in manufacturing technology
= Relocation of the production site

= Lower manufacturing costs

,,Risk Check*

= Financial strength / financial rating
= Capacities

= Ownership structures




The global
challenges and
trends trigger
the PwC future
radar

Produce VALUE to be relevant

In the driver seat for external INNOVATION

Hot for DIGITALISATION

Front runner for SUSTAINABILITY

Act AGILE

Control supplier and supply RISKS and all internal risk
and compliance challenges
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Digital maturity has clear criteria that will increase during a
transformation journey

COMPANY

@
=] -

O LN G
A

4

e &

&)

LOGO

Maturity-level 2
Vertical Integration

Maturity-level 1

Digital Beginners « Vertically integrated production
planning including resource

management

« Internal data integrity and real-
time availability

* Company internal Track &

* Development of first digital
solutions in individual
departments

« Offline end-to-end planning Traf:e _ -
- Offline data analytics for « Digital Supplier Relationship
Management

process optimization

* EDI communication with

main suppliers demand planning

Contribution of the solution conceptsto
increasing digital maturity o=/

......

PwC

- Demand sensing and advanced ¢ Advanced sourcing tools,

=7

Maturity-level 3
Horizontal Collaboration

Maturity-level 4
Digital Champion

* Fully digitized, integrated
partner ecosystem with self-
optimizing virtualized

* Integration of suppliers and processes; focus on core

customers competence
* End-to-end data integrity and ~ * N-tier supplier network
real-time data and information transparency

exchange (single source of « Real-time access to

truth) advanced operational
* Consistent quality information
management - Digital Omni-Channel

solutions for collaboration in
all ecosystems

* Prescriptive analytics along
the entire value chain

* Big Data Analytics in
procurement

» Extended analysis capability
on quality and processes
including key suppliers and
customers

platforms and supplier risk
management

~~~~~~~~~~~~~~~~

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

> Q\G
Py

increase

generation

Process Efficiency
(Automatization)

Cost reduction

Operational efficiency

Quality improvement

Sustainable revenue 0

Demand optimization

Potential as Digital Champion

Automation along and within

the entire supply chain 20%
including processes and Higher
procedures automation

Increased transparency of the

cost structure (proactive 5-8%
identification of “cost leaks" Cost-
and savings potential) reduction

Identification of process
inefficiencies and
improvement of cooperation

30%

Cycle time
reduction

Quality improvement through
evaluation of real-time data
and integration of all supplier
data

Additional revenues
Sustainable sources
Innovation funding

1

Innovations

2 .

Potential for reducing
procurement volume through
transparency in supply chain
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However everlasting pain points have not disappeared yet and still need
to be addressed

<—— Demand-to-Contract ——» «—————— Purchase-to-Pay ——» < Treasury -»

Contract . Receive
Demand Strategic & Request & Ié%%%:? & Process mgﬁzhe— S 1 t‘ n f mmon 'n ‘nt
Mgmt. Sourcing Supplier Order I Sooe Process Payment merigt €iecton or co o pal pOl S
Mgmt 4 Invoices

% ° ° ° ° ° Demand not clearly defined

S % o o ° ° ° ° No spend transparency

o) % o 0 0 ° ° % No control on TCO

0 o % o S Maverick buying

o) 0 % 0 o No contract compliance

o o S % Unauthorized ordering
® ® ° % Late deliveries/ quality issues
® ® o % No PO matching
° ° ° ° % Wrong payment
i\ * ° I % Incorrect credit term
o * | I . % Claim for late payment

e . ° s ° s . % Incorrect use of vendor financing

[
% = pain points
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Overcoming those issues and increasing the impact of procurement
requires the understanding of the processes and interdependencies

Catalogue
|

management

Demand
Requisition

Requirement
specification

Category
strategy

PwC

;:r?;m:,ai:; e=e Demand-to-Pay e=e Supplier Mgmt
¢ Performance Supplier Sourcing e—e Contract Mgmt
controlling initiatives e Catalogue Mgmt = 3-way match
Catalogue —T I—\ = Onboarding = 2-way match
creation
| () Contract Suppibr L
L management it =
evaluation management Invoice Invoice
verification approval
Claim
Management _________________ \ - Supplier H k
\ development
Edntract Requisition — p,rchase Order Purchase
. Approval _ : |
provision order confirmation order match
] U [ }_-_| |—|—. Pay
Budget Scan & Invo_lce
check  Contract i Goods capture posting I
3 o / Awarding receipt
signature Approval = P |
Contract | _ \. T / |
approval Supplier m_aster Blind |
RfX 3 |m data creation/ ostin
Contract Supplier registration posting ¢
S ion phase-in/ External End-to-End data &
Negotiation qualification checks spend analytics
| | J
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... to identify pain points and improvement potentials in your company-

specific process heat map

Procurement
strategy

=
|
= =Organization

Initiative adjustment

I

|| |
Performance
controlling

External/Internal data

q

Data analyﬁ

Data assessment

|
Category strategy =i

Initiatm

implementation|

rBudget

M check [ [

Demand

Contract archiving
NS
-

managemﬂ

Claim

=—e S2P =—e SRM
=0 S2C = Contract Mgmt
Supplier X2Strategy eo=e |WPO
evaluation oo CII = |woPO
Inwice Inwice
. verification approval
Supplier l--ﬂ oP

development |

Product Purchase order

verification

Approval
T

CLIENT EXAMPLE

Requirement Contract

Contract
.provision

Supplier
phase-in

Good
receipt

specification approval
HEE EEN
. Contract
BILRXM  Negotiaton
Strictly confidential - CLIENT . . .
. Maturity level: . Low [ | Medium

. High

Supplier phase-out

October 2021
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Future orientated solutions need to support and enable the new digital
value proposition of procurement especially for collaboration

Cloud based Mall

Cognitive computing
(Virtual Agents)

——

Self Service Spot Buy To

—

Ordering solution

e-Buying Channels

Digital category and

) Category Management /
service procurement  Pplatform (Social media & ‘ _ ‘ E-Marketplaces
analytics powered)/ Open Information (analytics powered)
— Network
Procurement .
Portal MCategory t DIGITIZED Supplier Collaboration Network Supplier Discovery
anagemen (social media, mobile &
e ENABLED Portal analytics powered)
Online Knowledge Exchange . . . . Transactional Analytics
Catalogues (powered by SharePoint) Sl Digital suppller coII_aboratlon/ Network Repository
Supplier access to / Collaboration and interaction
et systems - DIGITAL
e-Procurement

DI Supplier Portal

Tradltlonal

Fully embedded content
(internal/external)

E-Invoicing solution
Reportlng Solutions Spend Reporting Procurement Dashboard Analytics

Buying Networks
(social media & mobile powered)

¥

value proposition

Spend

Advanced procurement /

PwC

analytics

New digital procurement

Analytics
Service
function
(powered by
machine
learning)

Analytics
Solution
(incl. Mobile)
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First steps and clear measure to a
digital procurement — clean up!

Reduce in/direct
cost by 10-15%

Standardise
processes and
reduce cycle times
by 25-40%

Improve working
capital by 5-10%




The global
challenges and
trends trigger
the PwC future
radar

Produce VALUE to be relevant

In the driver seat for external INNOVATION

Hot for DIGITALISATION

Front runner for SUSTAINABILITY

Act AGILE

Control supplier and supply RISKS and all internal risk
and compliance challenges
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The Sustainability Tracker enables a fast and easy controlling of the
actual procurement sustainability impact

Sustainability Tracker Impact Screening 2019

Overall Impact Sustainability Tracker Impact Screening 2019

Subindicator / Sector Breakdown upstream

Impact Area
®Economic
Wages . » . n
@®ctnvironmental Business services nec Machinery an... Select PPP or not PPP
®social Profit
PPP adjusted ~
Health and Safety Profit_PPPadj Wages_PPPadj
- Select Positive or
Air pollution ‘ . g - Cereal grains nec s
5 P Sustainability Tracker Impact Screening 2019 Negative Impact
= Wages_PPPadj
Water pollution I o | W, o
% p WOl'Id Map - - positive impact
c
Waste I . ore .
Sustainability Tracker Impact Screening 2019
Water consumption I
P Drill Through Country VC Level
GHGs . Multiple selections N
Land use - E ot . Valued Impact by Indicator Sector
NORDAMERIKA ASIEN U t d St t )
e nited States .
-10.000M € [
gtionticher pr—— Sub Indicator
AFRIKA o Al v
S MERIKA Indischer
Ozean AUST
VEREINIGFESTAATEN e
X VON RIKA
Overall Impact 2. World Map 3. Impact by VC Level 4, Subind
b ing Atlan
0 Tooltip Overview | #
Sargassosee -2bn €
oM € — — — — — — — Wages  Profit Air Health Waste GHGs Water Water Land
B | e
: . polluti..  and polluti.. consu..  use
I b 8ing ©2020 TorTom ©2020 HERE, © 2020 Microsofl Corporafion Terms Safety
-5M €
Valued Impact by VC level
-10M € . . . o 0,03bn€ (1,32%)
g é é g 2 % g é 3 g é 0,45bné (19,9
3 - © g 2 3 g E = VClevel
: - 2,23bn€
@®Downstream ’
1. Overall Impact 2.WorldMap 3. Impact by VC Level 4. Subindicaor / Sector Breakdown upstre.. | Dril ®0perations Valued Impact
1,75bné (78,71%)
. Overall Impact 2. World Map 3. Impact by VC Level 4, Subindicaor / Sector Breakdown upstre... = Drill Though Indicator |, Drill Through Country” | Tooltip Overview
N . m +
Sustainability Tracker October 2021
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The tool creates transparency of environmental and social impacts per

supplier

Purchasing volume*

Gross value added triggered by purchasing

Illustrative results

Overview impacts*

Purchase volume (Tier 1) in EUR by Region

Germany

Czech Republic
Malaysia

Hungary

United States of America
France

Austria

Description

Switzerland
Netherlands
Denmark
Slovakiz

Poland

Croatia

United Kingdom
Singapore
Turkey

oM

Sustainability Tracker
PwC

oM 20M 30M

*Based on procurement data extract

O 09 ©
NORTH AMERICA 00 @%‘m ASIA
& e
o (e% L
Q9 Atlantic '© O o@, 8:'g e ° B
o %om Ocean %C& o é) a C%)Q,
@ O o o
° Od‘\Fg@‘ @8
° goUT
H AMERICA AT A "
% 00 @ Indian STRALIA
&b Ocean A

oo 2 o
o

Southern Ocoean

GHG emissions triggered by purchasing

e O
NQGRTH ASIA
AMERICA o2

J@ Atlantic 59 O 00
% am Ocean 630 @

O@ % %80

o AGJSTRALI/

Ocean

Southern Ocean

Human Capital of Company in Countries with Labour Rights Risks (across
Tier 1, 2 and Induced Effects)

T1 @®T2n @®Induced

China 224 69

[*5)
L%]

Russian Fe...
Malaysia
Ukraing
Hungary
Tanzania, U...
Indonesia
Viet Mam

Thailand

Turkey

Waste (kg) T1, T2n and Induced GHG ikg CO2e) T1, T2n and Induced

5.1M (16%) 2.8M (9%) 88N 1.7M (3%}

T T1
eren ®T2n
@ Induced ® Induced
23.3M (75%) 39.6M
o (79%)
October 2021
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The macro-economic approach enables the coverage of the entire
upstream supply chain and the active usage of the PSV

Macro-economic
Model

TS
X

[/ . e . .
72| Macro-econ. sustainability estimation

Supplier 001 Supplier 001

Supplier 002

Supplier 003

Supplier 004

i
|

New Supplier

—~
)
(o)
@©
S
(]
>
]
o
(=}
=N
o
o
i
N—r
Q
(%2}
@®
o
S
2
Q.
Q.
>
0
()
S
=
c
Ll

Supplier n

+ overall sustainability impact
+ SC due diligence

Sustainability Tracker
PwC

Macro-economic
estimation

PSV

Procurement
Sustainability
Value

Impact
Mitigation

Specific data of
new products /

suppliers . :
PP Improve footprint through selectively

phasing out existing high-impact products with
alternatives (with existing and/or new suppliers)

Specific data of
existing suppliers

—

(E—

Specific data of
new products /
suppliers

Procurement
Measures

Master Data

]

\cRP, SLP, SAP Ariba, Ivalua, Coupa, ...)

Self registration

External Data Sources (qual. Input)

PwC Risk Radar

CDP

+ individual supplier insights

~—~
(<B)
(o))
@®©
S
o
>
o
(&)
(=]
N
o
(\Il
o
i
~
0
S
2
Q.
Q.
>
0
—
Q
@©
Q.
E
=
f=l
=
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Generate Procurement Sustainability Value (PSV) —
Set priorities and actively mitigate your upstream impact

Impact analysis

Cover 100% of the supply chain
with a cost-efficient ESG analysis

Include all relevant ESG impact
indicators

Benchmarking

Align the sustainability performance with the
management focus and set target ambition levels

Support existing materiality
analysis through monetarization

Procurement
Sustainability

Value® Run internal benchmarks through BUs or categories

Impact
Management

Impact Management

Classify vendors according to impact management approach
Approach vendors using IT-supported procurement tools such as specialized Rfls, self assessments etc.
Measure progress and provide input for internal and external reporting

Sustainability Tracker October 2021
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A typical process iteration involves the following steps improving
transparency and increasing the PSV

Benchmark Integrate vendor/product-specific data
* Internal: the management perspective via for high impact vendors
materiality matrix and set the target ambition level . Existing data sources
« External: Integration of external partners possible
Custom RFI

based on the same data model (e.g. alliance .
partners) * Reporting platforms

Mitigation Mitigation PV
Impact Profile Benchmark strategy Validation project Procurement
definition execution Sustainability Value

Create macro-economic impact model

using existing procurement data Define projects and track
+ 100% coverage of supplier base _ in solution
- Estimation over total t1 and t1-n upstream impact Decide on how to manage the « Estimate impact per indicator
covering entire supplier base impact » Track progress
 Instant identification of high-implact suppliers and « Mitigate, disrupt or passively manage * Report impact reduction and value
products vendors created
Sustainability Tracker October 2021
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Generate value - PSV covers the dimensions of accountability and value

and should be customized to customer specification

PSV

Procurement
Sustainability
Value®

Sustainability Tracker
PwC

—> Accountability

* % / absolute value of impact

covered by management
* % / absolute number of vendors

“

« Sustainability value generated by

mitigation measures

n
* PSV = Z(impactn after mititgation — impact,, before mitigation) * impact price [

i=1

* % / absolute value of impact covered

by management approach

* % / absolute number of vendors

* % / absolute value of impact covered
* % / absolute number of vendors

» Impact reductions actually realized

by mitigation measures

» Expected impact reductions by

planned and ongoing mitigation
measures

]

UnltDimension n

A 4

GHG emissions

A 4

Water consumption

A 4

Water pollution

A 4

Air pollution

A 4

Waste

A 4

Land use

A 4

Health & Safety

A\ 4

October 2021
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The global
challenges and
trends trigger
the PwC future
radar

Produce VALUE to be relevant

In the driver seat for external INNOVATION

Hot for DIGITALISATION

Front runner for SUSTAINABILITY

Act AGILE

Control supplier and supply RISKS and all internal risk
and compliance challenges

39



The procurement
organization will
move

into the

agile space

OLD
WORLD

Most organisations still rely on a

for the ehallenges and opportunities of
the industrial age. Téam structures
support routine and static jobs. Sileed,
command and contrel systems enable
senior leadership to drive efficiency
and predictability at the expense of free
information flow, rapid learning and
adaptability

More predictable:

« Profit

« Hierarchies
« Controlling
« Planning

« Privacy

NEW
WORLD

The world has become one giant
network where instantly accessible
and shareable information rewrites
the future as quickly as it can be
understood. Fueled by relentless
technological innovation, this
accelerating connectivity has created
an ever increasing rate of change. As
a result, the future is becoming
increasingly difficult to predict.

Less predictable:

Less predictable
Purpose
Networks
Empowering
Experimentation
Transparency




The agile working procedure itself is simple — key is the right mindset to

solve complex tasks fast and effective
Characteristics of agile ways of working

Clear project vision

Capable team

Constant heart-beat via
short sprints

Clear sprint goals for a
MVP per sprint

Disciplined meeting
routines

Disciplined meeting
scope

Agile Procurement
PwC

Understanding of what to achieve with the respective project
=> Giving a clear overall direction and guidance for prioritization

Representing all relevant capabilities (individually and as a team) in the sprint team to

deliver the required outcome (cross-functional, self-organized)
= Enabling the team to work effective and focused on few selected projects

Working in sprints with a constant lengths, e.g. 1 week
= Establishing a working and delivery rhythm (sprint time equals tact time)

Defining a sprint goal per sprint sets the scope for tasks and delivery

=> Helping to prioritize sprint tasks to develop minimum viable product (MVP/ non-product
and product-related outcomes depending phase of procurement process)
while ensuring constant increase of product maturity

Conducting agile meetings at fixed times (e.g. sprint planning/ review/ retrospective,
daily standup)
= Reducing complexity in regards to scheduling meetings and time for content work

Adhering to scope per agile meeting (e.g. daily standup for status, sprint review for
content)
=>» Focusing on meeting relevant topics and reducing waste of time of not involved people

1 week

QlIAIAIA

Monday
« Daily Standup

Ve

Sprint
Planning

- task selection for spri
- estimation of effort

« Daily Standup
* Sprint Review
* Sprint Retro

« Sprint Planning

K
A A A A

1 week 1 week 1 week

+—
O
[%2]
©
=
=
i
[=)
<

Friday
« Daily Standup

% | %

Tuesday Wednesday

« Daily Standup

e

Thursday
« Daily Standup

Daily Sprint
Standup Review
- make status - review minimum
transparent viable product
- no content - receive feedback
discussion - set priorities

Sprint
Retrospective

- review agile process
and team collaboration
- continuously improve

int

October 2021
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An Agile Procurement Organization enables the best team to maximize
value

Hierarchical organization Agile organization

. . CPO/

nge Management & Decisions :
Communication @ Know|edge Teams —% Business
Decisions €% Knowledge
() Knowledge
; Teams — Business
eams Business - @ Decisions
. Area Area Area Area -~ Decisions © Knowled
Decisions | |/ < R&D+M 0GS Ee: Decisions € Knowledge nowledge
&€ Knowledge Teams —¥ Business
ecisions -
o

@) Decisions
Knowledge Top-Management

Knowledge

Global Category Clinical CRO
and .
Trial Supplies Services )
GGy Decisons
g 3 eams usiness
= =" Employees Teams —% Business Knowledge ecisions
B LyEE Knowledge

Decisions .
(47 Knowledge 0

Teams — Business

Decisions
Top-Management ¢ Knowledge

Knowledge
Employees g Tactical Sourcing
Gemany

Tactical Sourcing Germany

Teams =% Business

@ Decisions ]
@Knowledge Teams =¥ Business Teams =¥ Business

Decisions @ Decisions
€» Knowledge €3 Knowledge
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... and even pushing new ways of contracting

Classic Agile
Planned Driven by Vision
Specification S%e %‘ Tl’me Specification
\ \\ /,// ; Higher Quality
\ 4 / orlarger Scope
Estimate ‘ ‘ N C)'/ Estimate
Cost Time \\VScope

. Contract O Flexible

PwC 43



Metrics

Set design principles for performance
management

PwC's Procurement Excellence Services

No. 1
Benefits management

Procurement performance to be measured through a
consistent set of KPIs and targeted savings captured
on an ongoing basis using a robust benefits
management framework to ensure the value
delivered by Procurement is visible at all levels

No. 2
Compliance framework

Compliance framework to be driven by the center to
create an independent challenge to local management.
All contracts and 3rd party spend to be monitored to
ensure compliance with agreed category and sourcing
strategies and non compliance actioned via pre-
determined escalation processes to ensure resolution at
an appropriate level

No. 3
Governance framework

Governance framework required for
managing procurement decision-making at
Group, Business and OpCo levels (e.g. forum
required to align strategies, targets and plans)

No. 4
Performance

Procurement performance to be measured
through a consistent set of KPIs and targeted
savings

No. 5
Policies

Common Procurement policies and guidelines
to be set along side minimum operating
standards

No. 6
Reporting

Regular reports using new data should only
be produced where the cost/benefit in
reporting has been established.

October 2021
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Agile Performance Management requires analyzing across multiple

dimensions

Analytics

Data & Tools

Process

Organisation

PwC's Procurement Excellence Services

Ability to turn data into insight

Management capabilities around data
performance and integration

Analytics team’s ability to service the
business units; and the level of
collaboration between teams

Analytics team structure, skills, and
executive commitment to build the
right team

Advanced Siloed
Analytics Datasets
Only
N Manual
Optimization Integration
o O(?((
& “
> €,
Reporting / Y9 fo) Full
Tracking O{p Integration
Analytics
. A4
Maturity
Trained O Ad Hoc
Digital \go S Reports /
Analysts Q‘Of 0@‘5 Requests
8. ,(,0
@
Mix of Digital Scheduled
& Analytics Reporting /
Skills Collaboration
Nascent Digital Tightly
Analytics Integrated
Experience Teams

October 2021
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The global
challenges and
trends trigger
the PwC future
radar

Produce VALUE to be relevant

In the driver seat for external INNOVATION

Hot for DIGITALISATION

Front runner for SUSTAINABILITY

Act AGILE

Control supplier and supply RISKS and all internal risk
and compliance challenges

46



No. 1 No. 4
Classification Back up supply

Procurement and contract risks to be All key category X items must have a back up
classified against agreed taxonomy; supply source which is tested on an annual
Contractual, Ecological, Financial, H&S, basis

Operational, Reputational, and Technological

Risk management

No. 2 No. 5

Risk potential Supplier monitoring
Risk potential to be evaluated via two Key suppliers should be monitored regularly
dimensions; Probability and Impact and against risk management framework to
Set design principles for risk management assigned a score from 1-9 reduce probability of supply disruption

No. 3 No. 6

Classification Contract risk register
Procurement and contract risks to be Contractual and supplier risks to be recorded
classified against agreed taxonomy; in contract risk register and reviewed on 6

Contractual, Ecological, Financial, H&S, monthly basis

Operational, Reputational and Technological
October 2021
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The PwC Procurement

Compliance Scanner
mitigates risks and increases
efficiency of your Procurement
Department

As a Software as a Service the Fraud Scanner is
quickly implemented in every landscape:

v' Making all procurement data transparent

v Analyzing with top edge technology
v" Provide an easy to use User Interface with a

clear workflows

ISSUES-BASED ADVICE, WITH ASSET-BACKED FINDINGS

Gain spend
transparency

adyse ransactions Spend in Euro Year = Red Flagge
12.52K 80.84M 2001 274.41M 11 8

Zn SUPPLIER ANALYSIS - MATERIAL ANALYSIS

P identified Red Flags
130MEUR 133MEUR €  Affected Spend 11MEUR
> Framework Contracts Analysis
All Clear

Eliminate collusion

> Material Price Inconsistencies
6M EUR Spend I Red pliers 22M EUR Spend All Clear 0 EUR Spend

Suspicious Bank Details > Conflict Materials

9 Red Flagged Users 76M EUR Spend Al Clear

> Material Price Variance

25MEUR Spend Red Flagged S: 3ITMEUR Spend 2 Red Flagged Materials M EUR Spend

Suspicious Text Patterns
5 Red Flagged Users 21MEUR Spend

OEUR Spend

Suspicious Transaction Odd No
8 Red Flagged Users 2M EUR Spend

Maverick Buying

. i E] s reduction
Extract Transform Explore Define Realize
and Load Data Data Measures  Actions

Material price
harmonization

Data

o
RC
QUS| Sasee'
E‘
&

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
Suspicious Supplier Preference > 1
Cle !
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

EMPOWER, ANAYLIZE & HARVEST
hardwired into your operating model

"""""" Analyze Benefits



PwC Risk Radar / Know

your business partner
delivers an initial vendor risk
detection and reliable ongoing
vendor risk monitoring

Quantify & expand risk profiles around
known vendors

Discover previously unknown, nth-echelon
vendor relationships & connectivity

Conduct full-population, persistent
monitoring

Leverage PwC’s Strategic Risk Data Lake, a
Deep Learning Platform

Methodology

The Strategic Data Lake (SDL) for “Know Your Vendor” has access to a wide and deep compendium of
public available and subscription based data on which it performs sophisticated data science to

unearth areas of potential interest/ concerns as a range risk domains of interest to clients

Publically
available

and client
data

Ability to access
open, deep and
dark web data
and combine
with client data
to create a
unique and
robust data set
on whichto
perform
analytics

=011
identification

Identify a given
company and
their extended
network of
vendors,
suppliers,
partner and
customers

Sanctions
and “do not
engage”
review

Review the
extended
network against
the
consolidated
screening list,
aswellas a
client specific
“Do not due
business with”
list

Topic
detection

Identify the
existence and
relevance/
severity of
potential risk
areas of interest
(ex. counterfeit,
brand /
reputation,
sustainability,
etc.)

Continuous monitoring

Risk scoring

Score the results
to highlightthe
potential
importance to
the client’'s
specificrisk
topics of
interest
(customizable
per client)

Data
Visualization

and
workflow

Provide clients
the ability to
review and
adjudicate the
curated results
through data
visualization,
reporting and
workflow

Entity DrillDown Dashboard

Conflict
Minerals

Human
Trafficking

Insider
Threats
7 P

________________________________________________________________________________________________________



A central element of the
'Lieferkettensorg-
faltspflichtengesetz
(LkSG)' is compliance
with environmental and
human rights standards
throughout the supply
chain.

Companies are facing the following
requirements & challenges:

Staff training & development

Increased @
compliance

Define appropriate

The requirements prevention measures

of the current
law-version

are only one
small part of the
realizable
optimization
potentials.

Improved
transparency

Reduced costs ,
Intentional non-

transparency of n-tier
suppliers

Globalized supply and
value chains

Due diligence-
Multipliers

N
More growth

Define new processes &
control systems

Increased supplier management

Lack of 'LkSG'-compliant tools on the
market

The , Lieferkettensorgfaltspflichtengesetz® (Supply
Chain Due Diligence Act)

For companies, the new regulatory regime is a means to address a fundamental business issue:
Transparency & Trust in Sustainable Supply Chains

PwC recommends a 5-step approach to meet the new external

Establishment of an external reporting system q

requirements and internal demands

1. Evaluate status quo

Identify and evaluate potential risks and opportunities in
order to intervene at the right time

Ly

2. Define strategy

Define appropriate and effective measures & objectives to
comply with the "LkSG".

3. Design transformation roadmap

Prioritize & plan actions to design the new "Operating
Model".

" G

4. Operationalize & implement

Implement processes, structures and systems to comply
with the "LkSG".

5. Report & Communicate

Monitoring real-time visibility along the supply chain via
tools & reporting



The future is digital.
Let’s that future. Together.
Reimagine the possible.



“Digital Procurement”
is not just about the technologies.
It’s about new ways of problems,
unique experiences,
exceptional supplier collaboration and
business performance.

Reimagine Procurement in the Digital Age.



We support companies in reaching the goals and ambitions by
combining implementation specialists with functional experts

PwC is ranked highest depth and high breadth of Consulting

High

Depth of Consulting Capabilities

Low

PwC

Capabilities in its Operations & Procurement practice.

O

Insight .
Sougrcir%) ﬂ?':lel'ha“O PA .
Future Purchasing Consulting
Ogoetz asr(t)rlrjerﬁse One
goetzp BearingPoint O (OBooz Allen Hamilton
ODss|
QIBM
O0ptimum Procurement .
Low Breadth of Consulting Capabilities High

S2P IMPLEMENTATION CAPABILITIES

Business Integrator & Leading Practices

As a Business Integrator, PwC ensure the program is business led, benefits
focused and orchestrated across stakeholders and vendors. We bring in

= Leading Procurement practices
= Benchmarked Source-to-Pay process flows and KPI‘s
= Leading S2P catalogue of requirements and RfP evaluation matrix

Strategic alliances with leading S2P Cloud platform providers

We are a certified implementation partner for Gartner’s top three S2P solutions.

We have a proven track record to support our clients with the evaluation,
selection and implementation of the best fitting solution.

Zaicoupa SAP Ariba /\

Globally we have 300+ certified procurement consultants across all
leading S2P Platforms

ivalua
e
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We compile a best-fit solutions and team mix to best meet customer
requirements and challenges

Current Customers PwC contribution
. We focus the individual customer requirements and contribute
Slhcel il m KARCHER mOdUIarIy our best flttlng solution in terms of people, Our best-fit solution structure
capabilities, tools and a global footprint base on following pillars:

Y MEWA  gyngenta

PEPSICO TEXTIL-MANAGEMENT

&

GRUNENTHAL == \ Direct Indirect Technology
— === DEME a‘d%iqs‘

Procurement Maturity &
Spend Assessment Resources Tools
Target Operating Model i
(TOM) Core PwC pwc
D - apabilities

Buy Digitization Solutions footprint p
ALLOHEII\@ Sourcing Excellence
@ (Flebasto

ﬂ . cellcentric Managed Services
Deh'very Hero ADaimler Truck & Volva Group Company

Procurement @ PwC October 2021
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We are globally the #1 procurement consulting company

Total number of
procurement projects

Digitisation and RPA Projects with Sourcing
projects Savings

* *
> 120 > 1100 > 1800*

Projects with PwC Procurement specialists globally

compliance focus Projects regarding

> 1 .300 processes and

systems

> 8007

> 1907

Projects with the implementation of new . . Shared service center
procurement organisations " Projects in projects %
> 400 >40* > 150
= Countries

* Globally in the last 5 years
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Thank you.

Dr. Nobert F. Fischer
Partner
Head of the PwC EMEA Procurement Practice

Friedrich-Ebert-Anlage 35-37
60327 Frankfurt am Main (DE)

Tel. +49 69 9585-3898
Mobile  +49 173 872 872
norbert-f.fischer@pwc.com

pwc.de

© 2021 PricewaterhouseCoopers GmbH Wirtschaftsprifungsgesellschaft.
All rights reserved. In this document, "PwC" refers to PricewaterhouseCoopers GmbH Wirtschaftsprifungsgesellschaft, which is a member firm of
PricewaterhouseCoopers International Limited (PwCIL). Each member firm of PwCIL is a separate and independent legal entity.




