Introduging climate neutral shea\
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In order to
limit global
warming to
1.5C, the world
needs to half
CO2 emissions
by 2030 and
reach net Zero g
by 2050* T,

AAK




The raw material
preparation is a major
driver of the total CO2
footprint of a personal
care product

AAK can drive

impact and play an
important role for
manufacturers in
reaching targets to
lower emissions

AAK




AAR has partnw;ed with the
FairClimateFund to credibly and
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FairClimateFuna

&
Focus on clean cook stove projects: T iel '
* Improved cookstoves ’f”___'-' \
* Biogas stoves g T i

» Solar cooking
* Pellet cooking

Connect projects to the carbon credits
market, help secure funding and
scaling

e g
!!!!!

FAIRTRADE R FARR

CARBON CREDITS
| CLIMATE
® | Gold Standard FUND




The project in Burkina Faso
Birds Bees and Business

Focus:

Protecting and reestablishing the
shea tree parklands to secure
future income for the shea
collecting women

Method:

Conversion to energy efficient
cook stoves with less need for
firewood

Cook stoves build from readily
available materials. Method
learned through training

Applied not only to the shea
boiling stoves but also to stoves
used for daily cooking
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Burkina Faso
Birds Bees and Business

Result:

Carbon emission reduction vs
three rocket stoves is measured,
and the use is monitored

Carbon credits are issued based
on the reductions — Gold
Standard

The ownership of the technology
(the improved cook stoves)
generating the carbon credits is
retained in the communities

— Access to funds, a FairTrade
principle

— The communities decide how
to use the funds

FAIRTRADE ]
CARBON CREDITS

® | Gold Standard

FAIRTRADE
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Burkina Faso
Birds Bees and Business

Securing future income:

* A climate adaptation premium
on the carbon credit price is
encouraged to be used by the
communities for initiatives like
tree planting to restore the
parklands and secure
biodiversity

Birds Bees and Business ‘ Burkina Faso
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FairTrade certifed, Gold Standard Carbon Credits
&

"  Gold Standard certifies emission reductions

o

Gold Standard certifies emission reductions

b |y ool ]
[ 1 [
h 4 : "
- VER market price = cost price

« 5
> >
5 s Fairtrade Carbon buyers have
g 3 an ambitious CO2 reduction
= = commitment and poy the full
% g cost of the emission reductions
S S Fairtrade certification in the project, plus a premium

for climate change adaptation
activities in local communities

: ~] VER market price
Carbon retailer P
Buyers that buy VERs to
Carbon project developer offset emssions don’t pay
Carbon certification cost

Carbon retailer
Carbon project developer
Carbon certification cost

Implementing partners

the full cost of reducing
those emissions

Implementing partners

®

Fairtraide certifies Faitrade

Carbon creditsvalue chain

Technology cost

Often not covered in the
price of a carbon credit

Households in developing
countries are paying for
CO2 reducing technology
but often don’t really
benefit from carbon
finance

>
Verified Emission Reductions

(carbon credits)

Fairtrade Carbon value chain

Technology cost

Carbon finance is used to cover the

costs of CO2 reducing technology

Carbon value chain actors and
ensures a fair price is paid to
farmers or households in
developing countries who are
actually responsible for reducing
co2.

Verified Emission Reductions
(carbon credits)



Partnership benefits

* The carbon credits AAK buys
enable us to deliver climate
neutral shea

* Meeting industry and society
needs to reduce supply chain
emissions

* Supporting our customers in
reaching their targets

* Through energy efficient
stoves — reducing CO2
emissions and improve health
and safety conditions

* Adjacent to our Kolo Nafaso
supply chain

e Gold Standard and Fair Trade
certified — added access to
finance through premium

*  Community empowerment
through training
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Certified climate neutral shea
derivatives



Certified climate neutral shea derivatives

 Climate neutral products: Lipex Shea, Lipex SheaSoft TR
and Lipex Shealiquid TR (January 1st 2023)

* The climate neutral claim is verified and certified by
SouthPole. We only get certified when we also engage in
insetting initiatives to lower the carbon emissions in our
supply chains

» Verification and Certification:

— Product LCAs evaluated cradle to gate and the CO2
foot print determined

— Our matching purchase of carbon credits

Annual sales volumes per product
X
carbon emission factor

— Climate
carbon credits needed Neutral
Product

by South Polle

LIPEX® SheaTris"”
Shea butter triterpene ester concentrate

LIPEX® LU'sens™
Highly polar, semi-solid

shea-based oleogel

LIPEX® SheaSoft TR™

Climate-neutral, fully traceable, creamy SOLID
textured semi-solid shea butter Emollients
LIPEX® Shea

Climate-neutral, high stability
semi-solid shea butter
LIPEX® 102

Refined solid shea butter

SHEA ‘
KERNELS

MK The Co-Development Company

LIPEX® SheaSolve™

Eco-designed liquid shea ester

LIPEX® SheaLiquid TR™
Climate-neutral, fully traceable
liquid shea butter

LIPEX® SheaClear™
. Clear shea oll

LIQUID

Emollients

LIPEX® 205
High stability liquid shea butter

SOLID CRUDE
SHEA BUTTER

23/03/2023
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Climate neutral claims guidance



Claiming climate neutrality

Supporting the customers corporate CO2 reduction On product claims

targets » The carbon neutral shea contributes a lower total

carbon footprint of the formulation

« CO2 emissions are lowered in your scope 3 * For reformulations this may be relevant to
communicate as a carbon emission reduction %

Example:

* If you buy 100MT Lipex Shea => it results in a 320 MT
carbon emission, but by applying the credits we set this
at O scope 3 emissions

* The climate neutral shea, can only be commmunicated on
pack, if the only shea in the product is Lipex Shea, Lipex
SheaSoft TR, Lipex Shealiquid TR or Lipex Sheal.uxe TR.

* Example: Contains climate neutral shea.

* As AAK is compensating the emissions and delivering a

carbon neutralised ingredient, the reductions can be * The SouthPole Climate Neutral Product stamp cannot
claimed as scope 3 reductions according to PAS 2060 (a be used unless the consumer product has been
specification detailing how to demonstrate carbon neutralised, verified and certified by Southpole

neutrality produced and published by the British
Standards Institution)
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Thank you!




Appendix — backup slides



Appendix Content

1  Global warming; the need for
decarbonization of raw material
supply chains

2  Measuring carbon emissions

3 Reaching carbon reductions
through insetting and offsetting



WHILE THE POOREST HALF OF WORLD
POPULATION ACCOUNT FOR ONLY 7%




Inequality; the poorest suffer the most from climate change

Select below

Extreme
Weather

Darect Risks

Drverall YWulnerabiity

Sea Level Rise

Darect Risks

Croerall YVulnerabiiny

Agricultural
Productivity
Loss

Direct Risks

Creerall Vulnersbiliy

Owverall

Direct Risks

Crverall Vulnerabiity

rank 1 | RN 169 Owverall Direct Risks:
Physical Climate Impacts
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Companies are
taking action

* Setting science-based targets

* Mapping their impact and developing
strategies

* And to reach the CO2 reduction
targets, companies focus on
reductions in their value chain
(|nsejct|n<g) as well as buying carbon
credits (offsetting)

* CO2 reductions are further
encouraged through EU quotas and
national Taxation on emissions

consumers are
taking action

* Changing their shopping
behaviour by selecting products
with positive or neutral climate
impact

Sources: April 2022 Euromonitor, Mintel, Kline and 2021
China strategy research
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Measuring carbon emissions



Measuring emissions: understanding Scope 1, 2 and 3

Scope 2 Scope 1
INDIRECT DIRECT
Scope 3
HII INDIRECT
purchased N
goods and Y -
services ﬂ . F'
d: purchased electricity, steam, ] I
heating & cooling for own use : J H T
leased assets
h | company
] facilities
capital Q y
goods .. gmm
employee

fuel and commuting
energy related x -.9
activities =_— business
- travel company
transportation vehicles
and distribution waste

generated in
operations

Upstream activities Reporting company

Scope 3

INDIRECT

S \
transportation |

h

and distribution

&
']

processing of

A
I
investments J

-
sold products 9' _n
=i | . )
.i
use of sold leased assets
products  gng.ofife
treatment of

sold products

Downstream activities
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Emission scope 1+ 2 for a

. o . consumer goods compan
Measuring emissions for a personal care product T

Emission scope 3 for a
consumer goods company

™
End of life (treatment) “ End of life (consumer)

—
L]

Pack components
Pack materials production : |

manufacturing
Product Product

distribution (WH) distribution (RETAIL) Product use

Raw materials
transformation

M_K The Co-Development Company
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Emission scope 1+ 2 for a
consumer goods company

Knowing the hotspots is key to a good impact strategy

Emission scope 3 for a
consumer goods company

Scope 3 can account for 95% of a company’s
overall COz footprint

™
End of life (treatment) “ End of life (consumer)

—
L]

Pack components
Pack materials production : |

manufacturing
g

Product Product

distribution (WH) distribution (RETAIL) Product use

Raw materials

transformation
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Raw material
cultivation

(FLAG*) can
account for

80% of scope 3
CmisSIOns




For the shea supply chain, the hotspots are
the local processing and logistics

Agroforestry and parkland Collected Local - - ,
i - e — Logistics and shipping Processing
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Measuring the carbon emission (CO2/MT)

Example Lipex® Shea has a
carbon emission factor of 3,17
cradle to gate

Raw il 1 MT Lipex Shea = 3,17 MT CO2

transformation
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Reaching carbon reductions
through insetting and offsetting




INnsetting vs. offsetting
you cannot reach net zero through insetting alone

Insetting / Offsetting / S g
: QL
@ £

ﬂ-brr’
t

Preparation

Raw materials extraction

Preparation 4
transformation

Raw materials extraction

* Buying carbon credits to compensate for the

* Improved cook stoves

» Biobiolers CO2 generated.

* Reducing transportation * The carbon credits are based on CO2 reductions
generated somewhere outside our value chain

* Tree planting — internal compensation

23/03/2023
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