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Navigating the Current
Landscape: recent trends in
supplier risk management

Digital Transformation in supplier risk management: digital tools and
platforms are revolutionizing supplier risk management, enhancing visibility

and enabling more proactive risk identification and mitigation strategies

Cybersecurity in Supply Chain: Emphasizing the need for strong protective

strategies against rising cybersecurity risks

Resilience and Agility: building more resilient and agile supply chains in

response to recent global disruptions with a need for flexibility and adaptability

Collaboration and Transparency: deeper collaboration and transparency
between businesses and their suppliers, facilitated by technology, to manage

risks more effectively

Increased focus on ESG and Sustainability: growing importance of
environmental, social and governance factors in supplier selection and
management, driven by regulatory changes and consumer demand for

sustainable practices
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Buildﬂlg Resilientand Sustainable Supply Chains:

Why It Matters: 7= .

ek .

- .

Navigating Global Disruptions: The Dual Pillars: Resilience for From Concept to Action: Crafting

The New Normal for Supply Stability and Sustainability for Agile, Ethical, and Sustainable

Chains Growth Supply Networks

— Increasing frequency of disruptions — Resilience as a buffer against shocks — Integrating technology and innovation
for agilit

— Impact on global trade and logistics — Sustainability as a driver for ety

. : - — Ethical sourcing and social
: , innovation and efficiency

— Need for agile response strategies responsibility
— Balancing short-term adaptability _ _ _

— Implementing sustainable practices

with long-term vision across the supply chain

MOODY'’S 4



Corporate Sustainability Reporting Directive (CSRD)

R .

= Builds on existing, but more limited corporate non-financial company disclosure EU regulation

(NFRD)

= Aims to standardize sustainability disclosures, increase capital flows towards sustainable

companies.
= Requires detailed company disclosures on nature, social factors, and climate impacts.

= Double materiality assessment analyzes ESG impact on company bottom-line and

environment/stakeholders.

* Includes company own operations and value chain in scope.

MOODY’S 8



Scope:

*=  The company criteria have been adjusted to 1,000 employees (previously .

500) and EUR 450 million turnover (previously EUR 150 million).

= The approach of targeting high-risk sectors has been eliminated,

although it may be reconsidered later.
Under its current form, the CS3D is expected to affect around 5,000

companies across the EU.

Definition & Transition Plans:

Indirect business partners have been excluded from the downstream
chain of activities definition.
Climate transition plans remain a part of the Directive, but the

requirement to align financial incentives for directors has been removed.
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Timeline:

2024 - The final draft of the Corporate Sustainability Due Diligence
Directive (CS3D) must be voted on members of EU Parliament in April, then
passed into EU law

2026 - The CS3D will be transposed into national law by the Member
States by 2026

2027 - Group 1 (over 5k employees) will need to comply with the law,

including its reporting and disclosure standards
2028 - Group 2 (3k employees)

2029 - Group 3 & 4 (International, Non-EU) companies must begin

reporting, disclosure, and compliance under CS3D



Integrated Risk Assessment - Data, Analytics, Insights
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Financial and Supplier | Geopolitical Risk Regulatory & Reputational Risk ESG & Cyber Risk
Performance Risk Compliance Risk Sustainability Risk

We offer a proprietary We offer risk

Supplier Performance assessments for 188
Risk score as a predictive countries with the ability
indicator of operational to assign the weight
strengths and (importance) to
weaknesses, along with geopolitical risk
targeted, efficient
mitigation options for
various risk levels. —  Country risk ratings

Our curated risk Leading provider of Our ESG assessment & We offer cybersecurity
intelligence global beneficial and datasets enable ratings that reflect the
covers sanctions corporate hierarchy data companies to evaluate probability of a company
and enforcement for which is integrated with their ESG performance experiencing a cyber
precise screening on the largest risk dataset to and enable compliance incident.
modern slavery, address reputational and with emerging ESG
environmental crime, regulatory risks. reporting requirements. —  Cyber Risk
human rights etc. Assessment
—  Know Your Customer / — ESG / Climate Risk
—  Compliance Anti-Money Disclosures
Assessment Laundering ESG Index Data Supply
Supplier’s financial Know Your Customer / Master Data ESG Investment /

health Anti-Money Management Asset Research
Payment patterns Laundering

towards their suppliers Portfolio Stress
Testing
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challenge:

Nav1gat1 g th{ese
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Reduce silos Data enrichment and analytics Pro-active mitigation

— A key risk for businesses lies in — Collecting, sharing and analyzing data — Given their importance, complexity, and
treating each source of risk as a silo. provides greater visibility and agility. vulnerability, supply chain risks are

— Organizations must look at risks — Trusted third-party data enhances the now mainstays on boardroom agendas.
holistically, considering how they organization’s proprietary data. — Proactive risk assessment is the new
interrelate with one another. — Users gain a much clearer norm.al, replacing the old model of

— The integrated view of risk helps to understanding of the myriad risks ref“Ct_'Ve managemer)t that. becomes a
decode risk and unlock new embedded within the supplier portfolio. priority only when disruption strikes.

opportunities.
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Round Table

Challenges across global Supply Chains

= Evolving Risk Landscape: In the face of the modern global marketplace,
organizations encounter an evolving array of risks, from geopolitical shifts and

economic volatilities to technological and environmental changes. This complex R

risk landscape necessitates not only recognition but also a dynamic approach to ;% ;‘3 -

: 1 A H N
risk management. i A,

= Cultural Integration of Risk Management: as we delve deeper, the
integration of risk management into the organizational culture emerges as a
pivotal element. It's about creating an environment where every stakeholder is
proactive in identifying and addressing risks.

= Supplier Risk Assessment Process: Central to enhancing supply chain
resilience is a thorough supplier risk assessment process. By systematically
evaluating potential risks associated with suppliers, organizations can mitigate
vulnerabilities before they impact operations.

= How has Mahle successfully implemented these risk management strategies,
and what have been the tangible outcomes in terms of resilience, efficiency and
sustainability?
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Q&A
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