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Management
Summary

Our 2020 roadmap commitment is coming to an
end, so it's time to highlight what we have achieved
together and outline our future strategy.

Over the past years, Tchibo worked on the key
tasks arising from the commitment and made
relevant progress. One of the main aims was to
increase the transparency on upstream suppliers
where dyeing and washing processes are carried
out. Starting with a 0% transparency rate in
2014, Tchibo has achieved transparency on its
wet processing factories for 96% of all textile
products produced in 2019.

An important milestone is the paradigm shift
throughout the value chain from output to input
management of chemicals. By expanding the focus
to control chemicals not only in the final product
but already at input level in the factory, people
and planet are protected among the entire textile
value chain. Tchibo's wet processing factories are
expected to only use chemicals that are compliant
with its Manufacturing Restricted Substance List
(MRSL). This is verified by waste water testing
as well as chemical input monitoring at factory
level. In 2019, 63% of all wet processing factories
have submitted a valid waste water test. The data
evaluation of the past four years shows that most
chemical groups have been found less frequently.

Overall there has been a 21% decrease in detec-
tion rates of hazardous substances since 2016.
Tchibo believes that only collective action
can transform the industry. Therefore we are
highly engaged in multi-stakeholder initiatives
like the “Zero Discharge Hazardous Chemicals”
Initiative (ZDHC) or the German “Partnership for
Sustainable Textiles” to promote the industry-wide
implementation of the Detox standards. Over the
years, Tchibo has developed many online and
offline training solutions to support suppliers. By
today, 61% of Tchibo textile products are produced
in a Detox qualified wet processing factory.
Further, Tchibo has put on top of the agenda
by working towards elimination of hazardous
chemicals from the supply chain. Since 2018,
the scope has expanded to address water risks
holistically. The Detox program was integrated in
Tchibo's Water Stewardship strategy. Greenpeace
has endorsed Tchibo for contributing to a
“significant improvement” in transforming the
fashion industry. However, we know that our work
is far from done. As we reflect on what we have
achieved over the past years, we are also looking at
the road ahead, with a clear vison to continue and
accelerate our journey and progress beyond 2020.
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What does
Water mean

tor People
and Planet?

Reason Why | tchibo.de

Only 1% of all water
on earth is accessible

freshwater (source: . .
oy 3 Safe drinking

water and sanita-

: 2 Freshwater Fesources yion are recognized as
are becoming SCArce  pasic human rights
By 20251 half Of the World S (Source: United Nations)

population will be living in
water-stressed areas

(Source: WHO) .
4 Today 1, in 3 people

around the world lack

20% Of industrial access to safe drinking water
water pollution comes """
from textile dyeing and finishing

(Source: World Bank)
é The fashion industry consumes
79 billion cubic meters of water

annually — enough to fill 32 million
Olymplc—Slze swimming pOOlS

(Source: Global Fashion Agenda)
; It takes 2.720 liters 8 25% of chemicals produced
of water to make one worldwide are used for tex-
cotton T-Shirt — that's how tiles! A review of 2,400 chemicals
much we normally drink used in clothing manufacturing

overa 3-year period  found that approx. 30% posed
(Source: Worldwatch Institute) a I’iSk tO human hea|th

(Source: Swedish Chemicals Agency)

Q Globally, 80% of waste-
water is reledsed to the
environment without adequate
treatment (source: unesco)

-l O Good water quality
is essential to
human health, social
and economic develop-
ment, and the ecosystem.

Therefore, water must be
carefully managed

(Source: United Nations)
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Commitment

Our Detox Commitment | tchibo.de

| ﬂ 2 OTl Greenpeace launched its Detox

campaign to address the use of hazardous chemicals
in the manufacturing of textiles, which causes massive
water pollution in all production countries.

In order to drive change, Greenpeace appealed to
the responsibility of international textile brands and
challenges the textile industry to eliminate hazard-
ous chemicals across their entire supply chain by
2020.

This challenge was taken up by the fashion in-
dustry — including Tchibo. Sustainability has been
an integral part of Tchibo's business strategy since
2006. We constantly aim to reduce the environmen-
tal impact of the production of our consumer goods.
In 2014, Tchibo has publicly committed to eliminate
hazardous chemicals from textile supply chains until
2020 and to gain transparency over the use and dis-
charge of chemicals.

The goal is to protect water resources and im-
prove environmental and human health both at
production and in surrounding communities.

In the additionally submitted Closed Loop Com-
mitment, we also commit ourselves to closing our
products’ material cycles as best we can.

The commitment covers the textile value chain
with a focus on wet-processes like dyeing, print-
ing, washing (Detox) and end of life consumption
(Closed Loop).

This report covers the progress that Tchibo made
on the path to clean textile production not only in
2019 but since the start of our Detox program.


https://www.tchibo.com/servlet/cb/1209106/data/-/TchiboDetoxCommitment2014.pdf
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20‘1 Foundation of

“Carbon Performance
Improvement Initiative”

Apr 2018
Started Chemical
Input Testing

Sep 2018 rinalized
Water Risk Analysis with
WWF Water Risk Filter and
published report

2012

= Started using PFC-free

alternatives for rainwear

= Banned chemical blasting in

denim finishing

“The Greenpeace Detox campa
ke-up call challenging the whole
dustry. We still face obstacles bu

angible solutions to clean up the

towards t

supply chains. Tod
integral part of Tc

NANDA BERGSTEIN, DIRECTOR COR

2014

Banned chromium
salts for leather

Apr 2019

Became contributor of the
Open Apparel Registry
and published full Supplier
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ign was a wa-
fashion in-
t are working

ay, water protectlon 1san

hibo’s business strategy.”

PORATE
RESPONSIBILITY TCHIBO

Jan 2017 strategic

Alliance to set up supplier
training for chemical man-
agement

Nov 2017

Started supplier training
pilot phase

Dec 2018 joined

“Zero Discharge Of Hazard-
ous Chemicals” Initiative

= .
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Oct 2014
Signed DETOX Com-
mitment and imple-
mented Tchibo MRSL

Mar 2015

Started transparency
process and waste-
water monitoring

>,

Jun 2019
Started DMFa-free
pilot in China

Jun 2015
Dec 2016 Joined German
Published "“Detox “Partnership for
Manual” for suppliers Sustainable

Textiles”

Jul 2019

Started Water Steward-
ship Projects in China

and Turkey

Sep 2019 Feb 2020
Launched first products Adaption of ZDHC
that are certified by MRSL 2.0

“Griiner Knopf” Label

n
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] O O O/O chrome-free

leather since 2016 330/0

of Tchibo textile products
from GOTS certified wet
processing factories

a More than
1,5 million

dope dyed products
since 2018

Supply chain transparency for
textile products produced in 2019

630/0 wet pro-

cessing factories with
Moved from 0% valid waste water test

o transparency rate in 2014 to
96 /O transparency rate in 2019

12

670/0 of Tchibo's wet

processing factories regis-
tered on ZDHC Gateway™

64 Corrective action
plans received from wet
processing factories

‘IIIII
AIII;

-
il

380/0 wet processing facto-

ries managing chemical inputs by
regular inventory checks

5%

47 wet processing factories
have been qualified by Tchibo's
advanced chemical management
training program since 2016 — the
average improvement rate was

25%

Detox in Numbers | tchibo.de

40 6 waste

water samples
taken in 2019

21 O/O de-

crease in de-
tection rates of
critical chem-
icals in waste
water since
2016

Out of 56 factories that have successfully

completed CPI, online basic training,
ave achieved bronze level certificate

N

13

86 of Tchibo'’s wet process-
ing factories registered at CPI2
since 2017

6] o/O of products produced
in a Detox qualified wet proces-
sing factory in 2019



This is
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do it!
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Detox — This is how we do it! | tchibo.de

| ﬂ 2 O-l 4, Tchibo committed to phase out

hazardous chemicals in textile production until 2020

by signing the Greenpeace Detox Commitment.

Over the past years, Tchibo has worked on the key

tasks arising from the commitment and made relevant
progress towards the elimination of hazardous chemicals
from its supply chain. We have worked in 5 workstreams.

1) STAKEHOLDER 2) MOVING FROM OUTPUT TO
COLLABORATION INPUT MANAGEMENT

To promote the industry-wide implemen-

tation of the Detox standards, the textile
sector needs to engage collectively.
Therefore, Tchibo is part of many
multi-stakeholder initiatives and joint
collaborations.

15

A key task resulting from the Detox
commitment was to maintain a Manu-
facturing Restricted Substance List
(MRSL), which specifies to Tchibo
suppliers which chemicals must not
be used during production. Controlling
chemicals not only in the final product,
but already at input level in the factory,
reflects a substantial mind shift in the
fashion industry.
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Case Study

3} SUPPLY CHAIN have submitted a valid waste water test.

RA The data evaluation of the past four Over the years, Tchibo has supported many factories  chemical management does not only reduce the
T_—IM years shows a 219 decrease in detection to improve its chemical management. The case study environmental impact and improve the health and
An important milestone was the rise rates of hazardous substances. below is just one example how a Tchibo factory has safety conditions for workers but also lowers pro-
of transparency on wet processing improved by joining the ‘Detox Program‘. Advanced duction costs and improves product quality!
factories where dyeing and washing
processes are carried oul. Starting with 5} w
a 0% transparancy rate in 2014, Tchibo QH&LI_FIE_._A.TI'DH
has scaled up the rate to 96% in 2019

Owver the years, Tehibo has developed \
i"-’l-:] SUPPLY CHAIN rrrm.'l]r online and I:I1'I"inE tJ:ainir:-g solutions
e e e for improved chemical management . . .
S LOCATION: Shaoxing/China
MONITORING to support suppliers. By today, 61% of S .
Tchiba textile products are produced in a PRODUCTION PROCESS: Knitting, Dyeing
It ks verified by waste water testing Detox qualified wel processing factory, NUMBER OF WORKERS: 578
as well as chemical input monitoring Greenpeace has endorsed Tehibo for PRODUCTION VOLUME: 2.500 t/year
at factory level that no hazardous contributing to a “significant improve- /
chermicals are used intentionally. In 2015, ment® in transforming the fashion
B3% of all wet processing factorles industry. However, wea know that our
waork is far fram done. Moving bayend
2020, Tchibo will keep up the momentum 1) Management System 28% 83%
and scale up its program. 2) Water Use 55% 89%
3) Chemical Management 31% 63%
4) Waste Water and Waste Management 40% 71%
5) Sustainability and Process Optimisation 0% 25%

Assessment Score per Impact Area/Source: own research
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Zero Discharge Hazardous
Chemicals Initiative — ZDHC

Collaboration is fundamental to our work. As Tchibo  Chemicals” Initiative (ZDHC) in 2018. We see a

believes that only collective action can transform number of opportunities in this alliance: firstly,
the industry, Tchibo became a signatory brand it allows for an industry-wide agreement on a
member of the “Zero Discharge Of Hazardous minimum level of engagement in the supply chains.

Secondly, a community consisting of all relevant
groups of actors can deal with complex systemic
challenges, such as water pollution, much more
comprehensively and effectively than individual
actors. Finally, a broad-based organization
facilitates the joint exchange of experience and
thus enhances a more efficient development of the
members’ individual programs. By joining ZDHC,
Tchibo became part of an acknowledged network.

PHOTO: ZDHC Annual Meeting, November
2019 in Amsterdam/Source: ZDHC

Only zr‘hrough collaborative engagement
the mdustry can move towards zero |
charge of hazardoys chemicals. Tchibg

has been q highly engaged member
of the ZDHC driving the global

lml;lolen?entation of ZDHC’s sustainable
chemical managemeny framework”

CHARLEs DlCKlNSON, ZDHC BOARD CHAIR

dis
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PHOTO: ZDHC Annual Meeting, November
2019 in Amsterdam/Source: ZDHC

About ZDHC The “ZDHC Roadmap to Zero Programme” is a colla-
borative initiative of fashion brands, chemical suppliers, manufacturers
and laboratories working to reduce the chemical footprint of apparel and

footwear.

By today, the ZDHC has grown to a global community with over
150 contributors, including 30 signatory brands, over 100 value chain
affiliates, and 19 associates. The ZDHC has shifted the industry’s
mindset, from a focus on testing the final product, to managing input
chemistry. Several chemical management tools have been created which
are designed to enable the industry to move towards zero discharge.

20

German Partnership for
Sustainable Textiles

Since 2015, Tchibo is a member of the German
“Partnership for Sustainable Textiles’, a multi-
stakeholder initiative with about 120 member
brands. The partnership was initiated by Germany's
Federal Ministry for Economic Cooperation and
Development (BMZ) and strives to improve the
social and environmental conditions within the
global textile production.

Griuner Knopf/ Green Button — a

Stakeholder Collaboration | tchibo.de

As part of its membership, Tchibo is engaged in
several working groups and has been involved

in the development of practical guidelines and
instruments that facilitate the implementation of
good chemical management:

» Short Videos: Training videos have been produced

to support the general raising of awareness to-
wards basic knowledge in the field of chemical
management

Guidelines: A written information handbook for
suppliers on how to improve chemical manage-
ment is provided

Chemical Inventory Template: In order to facilitate
a consistent format when inventorying chemicals
used in textile production, a template has been
jointly developed in consultation with the ZDHC
Fact Sheets: Tchibo has participated in the publi-
cation of chemical fact sheets to share knowledge
and awareness as well as substitution options on
critical substances

= Trainer Pool and Training Materials: To improve

new Label for Fair Clothing

chemical management among suppliers, a “Ba-
sic Training” as well as an “Advanced Training”
has been developed. All training materials are
available free of charge. Furthermore, via a train-
ing-of-trainers a pool of qualified chemical man-
agement trainers has been set up.

In September 2019, Tchibo was one of the first brands to attend
the introduction of Germany’s new Griiner Knopf (Green Button)
seal which was introduced by the German Development Minister

Dr. Gerd Miiller. The new certification aims to ensure that

consumers can purchase clothing that fulfills certain social and
environmental standards, including a minimum wage for textile
workers, as well as the restriction of certain chemicals and air

pollutants.

21


https://www.roadmaptozero.com/
https://www.textilbuendnis.com/en/
https://www.textilbuendnis.com/en/know-how/branchen-risiken/chemikalien-und-umweltmanagement/materialien-tools/
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Collaborations, Events and
Joint Research Projects

The industry-wide implementation of the Detox
standards require a comprehensive transformation
by all actors — from the chemical industry to
producers, retailers, and customers. In order

to drive change, Tchibo supports innovative
solutions and platforms as well as joint research
collaborations. As a key aspect of our work is
collaborating with stakeholders in the fashion
industry, we like to get out there and talk to people.
Throughout the years, we have promoted our water
strategy at various events.

Chemsec Marketplace Tchibo
supports its suppliers to substitute hazardous
chemicals used in production with safer alter-
natives. Since June 2018 Tchibo is an official
“Chemsec Marketplace” signatory and sup-
porter — a website where buyers and sellers of
safe chemicals can interact.

Project: Strategies for
Sustainable Chemistry

by 2030 As part of its contribution to
academic research, Tchibo supported a project on
strategies for sustainable chemistry by participating
in a project at the Darmstadt University of Applied
Sciences. The project was funded by the German
Federal Foundation for the Environment, and
carried out by the Society for Institutional Analysis
(sofia) in cooperation with Bundesverband der
Deutschen Sportartikel-Industrie eV. (BSI) and
the TEGEWA eV. The final report was published

in May 2018.

As a key
aspect of our work
is collaborating with

stakeholders, we like to get
out there and talk to people —
we will only be able to address
complex challenges by
forming allicances

Stakeholder Collaboration | tchibo.de

PHOTO: Tchibo promoting sustainable water use at The NEONYT Conference, January 2019 in Berlin / Source: Daniel Gebhardt Photography

Project: LIFE ASkREACH
LIFE AskREACH is a joint research project
scheduled from 2017 to 2022 implemented by

20 partners in 13 EU member states. During the

project, a material data system (MDS database) will
be developed which can be filled with information

on SVHCs (substances of very high concern)

in

23

products. The database will be connected to a
smartphone application (app) for consumers. The
project aims to raise supplier awareness of their
obligation to comply with REACH regulation as
well as to improve the information flow on SVHC
communication processes in the supply chain.


https://marketplace.chemsec.org/
http://www.sofia-darmstadt.de/fileadmin/Dokumente/Sonstige/SuSport/SuSport_leaflet_en_2018-08-18.pdf
https://www.askreach.eu/
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Moving from Output to Input Management | tchibo.de

Mind Shift:
From RSL to MRSL

Tchibo continued the intensive work on the de-
velopment of its chemical product (RSL) and
production requirements (MRSL).

Output Management: During the annual
review, the Tchibo RSL was updated on aligned
requirements for Tchibo product categories. New
substances were included, and threshold limits
were adapted. Where applicable for Tchibo prod-
ucts, chemical requirements were harmonized
with the AFIRM RSL and the Global Organic Textile
Standard (GOTS). The RSL remains an important
output management tool and a safety net to ensure
chemical product compliance and consumer safety.

Input Management: Focusing on the clean input
in production, the textile and chemical industry
have made significant developments in the past
years to substitute hazardous substances. As a
member of the German “Partnership for Sustainable
Textiles’, Tchibo jointly worked with other brands
and retailers in working groups on chemical input
management. Consistent frameworks across the
industry can be a solid base for the successful
implementation and permanent maintenance of
Tchibo's Detox targets and achievements. In 2018,
Tchibo became a member of the “Zero Discharge
Of Hazardous Chemicals” Initiative (ZDHC) and as
of 2020 adopted the ZDHC MRSL comprehensively
rather than focusing on own brand specific MRSL
requirements.

DID YOU KNOW?

This decision was the result of a detailed
comparison of the ZDHC MRSL in Version
2.0 and the Tchibo MRSL. The ZDHC MRSL
is already accepted as an industry standard
in various production countries followed by
chemical suppliers manufacturers and the
German “Partnership for Sustainable Textiles”
Tchibo pursues the target to support the positive
movement and share technical expertise and five
years of Detox experience with other experts and
actors in the market. By adopting the joint industry
approach, Tchibo expects to achieve multiplied
effects in the textile industry globally.

Certain product specific chemical requirements,
such as ban of all perfluorinated compounds
(PFCs), ban of biocidal finishing agents or the
ban of chromium salts in tanning of leather
will be further pursued. The requirements have
been transferred completely to Tchibo product
specifications and supplier contracts. Hereby,
Tchibo directly supports the elimination of
hazardous substances in the supply chains of
Tchibo products.

RSL = Restricted Substances List

contains chemicals which are either completely prohibited or restricted above certain
threshold levels in final products e.g. T-Shirt.

11 MRSL = Manufacturing Restricted Substances List

contains chemicals which are either completely prohibited or restricted above certain
threshold levels in production processes.

25


https://mrsl.roadmaptozero.com/
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Clean Product Design

The exclusion of hazardous chemicals in production starts with clean product design. Tchibo bans certain
functional requirements (e.g. PFC-derived oil-repellency) for its textiles as well as certain finishing
treatment processes (e.g. chlorine bleaching) during production. Specific product restrictions and

production specifications apply for water repellant clothing, denim, leather and antimicrobial textiles. DONT’S No chromium salts in leather tanning

DO'S Preferably vegetable based tanning is applied to leather

DENIM/USED LOOK since 2012, not

only sandblasting, but also chemical blasting, i.e.
LEATHER 7o avoid spraying denim articles with chemical bleaching

14 . . . . e s
DONT’S no chemical blasting* in used look finishing
* (= Acid wash/ Potassium Spraying with KMnO4 or Na/ HCIO NaClO2)

DO’S Used look is created by modern techniques like laser finishing or ozone washing

environmental pollution with
chromium salts, as well as negative
effects of chromium on workers
and comsumer safety, Tchibo has
banned chromium as a tanning
agent. Tchibo only accepts leather
that has been tanned without
chromium salts. Compliance is
monitored by checking the total
chromium content of each Tchibo
leather product.

agents such as potassium permanganate (KMnO4)
or sodium hypochlorite (NaHCIO2) is banned from
Tchibo products. These chemicals are commonly
used to create a fashionable used look. However,
they are critical for the health of the workers

as well as the environment. Often, adequate
workplace protection is not ensured. Therefore,
Tchibo is committed to use environmentally
friendly processes, such as mechanical blasting,
stone washing, ozone washing, and modern laser
techniques.

DONTIS No biocidal or silver finishing

ANTIMICROBIAL TEXTILES  Antimicrobial

treatments of textiles are supposed to protect against odor
generation by killing microorganisms, such as bacteria and
mold. Special finishing treatments (e.g. silver), inhibiting
bacterial growth are banned for Tchibo products as a
precautionary measure, to avoid the negative impact on
health and environment (e.g. antimicrobial resistances).

WATER REPELLENT TEXTILES Due to their controversial

environmental properties, Tchibo has started eliminating per- and poly- DONT’S o PFc finishing
fluorinated chemicals (PFCs) for water- and soil-repellent finishes and
replaced them with alternatives, even before the Detox Commitment

was signed. PFCs (including but not limited to C4, C6, C8 and PTFE) are
prohibited when processing Tchibo outdoor and rainwear products. Non-
PFC based durable water repellents (DWR) are nominated (e.g. ecorepel®
from Schoeller Technologies AG). The phasing-out of PFCs for outdoor and
rainwear was already achieved during 2016 reporting period.

100% PFC Free

DO’S Only PFC- free finishings like ecorepel® can be applied for water repellent effects

26 27
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More Sustainable Production

Besides the exclusion o (DMFG_free )
hazardous chemicals in production, Tchibo is also

engaged in many pilot projects to promote more

sustainable production techniques towards better

chemistry. By constantly reviewing latest trends

and improvements regarding cleaner production

techniques, we not only aim to phase out

harmful chemicals but also to improve the overall

environmental performance in our supply chain. t

WATER BASED SYNTHETIC
LEATHER Artificial leather is usually made of
polyurethane (PU), which must be dissolved before
processing. Traditional polymerization involves
organic solvents like dimethyl formamide (DMFa),
which is classified as toxic and harmful to health
when exposed to the skin. Water based PU is an
eco-friendly alternative. The PU is dissolved in
water instead of DMFa, which results in improved
water and air quality as well as highly improved
working conditions. Tchibo aims to shift its product
portfolio to water based synthetic leather and has

started a pilot project in China for DMFa phase out.

Tchibo
promotes more
sustainable
production techniques
towards better
chemistry

28
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More than
pieces from 2018—2020
are dope-dyed! This

... 15600 tons of ... 54 mio.
CO2 Emissions has led to estimated Liters of Water ,
savings of .. — e é

as much

as 140.000 ~ as much as 360.000 bﬁttrtﬁgs'é'?! )
T-Shirts ; R e =l g
emit during

production

DOPE DYEING Among others, we promote dope dyeing as a sustain-
able dyeing technique that reduces water and chemical consumption as well
as carbon dioxide emissions. In this dyeing technique, yarns are dyed during
the spinning process which is much earlier than in the conventional dyeing
process. This reduces the consumption of water, electricity and carbon dioxide
emissions by 80 to 85%. From 2018 to the beginning of 2020, Tchibo produced
more than 1,5 million pieces that are dope-dyed! All in all, this has led to a total
annual saving of 54 million liters of water as well as 815.000 kWh energy and
1.500 tons of CO, emissions.

WHAT IST DOPE-DYE?

Raw Material Cultivation
Spinning

/N

Wet-Processing
Weaving, Knitting

Dope Dyeing done here

Water and
energy savings by

80t 85%

Cut, Make, Trim <Regu|ar Dyeing done here)

&

Retail

29
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Since TChlbO Signed the Detox Commitment to eliminate

We have
moved from a 0%

transparency rate in
2014 to a 96% rate
in 2019!

96% in 2019.

hazardous chemicals in the supply chain in 2014, one of the key aims
was to increase the transparency on upstream suppliers who use
water and chemicals on a large scale (which are the wet processing
factories). After conducting a pilot project with 10 selected
suppliers, Tchibo rolled out its transparency process in March 2015.
Today the approach is fully integrated into the purchasing process.
As a result, Tchibo has received information on the relevant wet
processing factories for 96% of all textile products produced in
2019. Apart from a few vertical integrated suppliers where sewing
and wet processing takes place in the same factory, we started with
a 0% transparency rate and scaled up the rate to 86% in 2016 and

In 2019, 308 wet processing factories were identified altogether, spread
across 24 countries. Most factories are in China (56%). Other countries where wet
processing for Tchibo products take place are India (12%), Bangladesh (7%), Turkey (6%)

and Pakistan (4%).

Full disclosure: To increase transparency in the global supply chains, we publish our
textile producers and wet processing factories. The list, which we update every six
months, includes the names, addresses and countries of all the main factories and wet
processing factories that produce for Tchibo.

Since April 2019 Tchibo is also a contributor of the Open Apparel Registry, a
free open source database and mapping tool of apparel facilities worldwide.

WHY DO WE NEED TRANSPARENCY™?

The chemical-intensive process steps usually take
place in the deeper supply chain in wet processing
factories (e.g. dyeing, washing, printing). Therefore
full transparency of all suppliers and production
processes is the basis to take action and improve
chemical management. Supply chains are very

complex. Brands have limited influence on the
production processes of upstream factories. There
are only direct business connections with the
supplier. Despite the huge challenges we are
aiming to constantly increase our level of trans-
parency throughout the deeper supply chain.

Chemical Supplier

Tchibo Supplier/Vendor Garment Factory Wet Processing Factory ~ Raw Material Supplier

31
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“Detox hot spots” are in
wet-processing factories!



https://www.tchibo.com/servlet/content/1212162/-/starteseite-deutsch/tchibo-unternehmen/nachhaltigkeit/gebrauchsartikel/tchibo-produzenten.html
https://openapparel.org/facilities/?contributors=34
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Our Global Sourcing Map

The wet processing factories featured

on the map are Tchibo's production sites
where dyeing, washing and printing
takes place. It represents 969 of Tchiba's
textile products for sale in our stores and
online.

&)

308 wet processing factories 24 countries

Case Study

The Tchibo ‘Detox Program’ does not aim to exclude
or blacklist suppliers, but to rather improve them. We
offer technical on-site support for wet processing
factories to support the elimination of hazardous
chemicals from their production processes. The case

study below summarizes how waste water test fails
can be used for a root cause analysis that helps to
identify and substitute critical chemicals by more
environmentally friendly alternatives.

Step 01

Step 02 C;;;)

Factory completed
a comprehensive
chemical inventory
list with SDS details

Step 04 >

Factory consulted local trainers

from ‘Detox Training Program’ to

identify high

risk dye-stuffs with

TeCP and 4-Chloroaniline on its

inventory list

Step 03 = /

\ Step 05

Factory requested laboratory testing
of suspected dyestuffs and proved
4-Chloroaniline contamination:

Factory requested written confirmation
from dyestuff suppliers that dyestuffs
are free of TeCP and 4-Chloroaniline >
supplier declined to confirm

POLICY
MANUAL

Step 06

Factory stopped purchas-
ing from unreliable dyestuff
supplier. Non-compliant
dyestuffs were removed
and replaced

Factory set up purchasing
policy to ensure sourcing from
reliable suppliers who provide
valid Safety Data Sheet, chem-
ical test report and written
conformity to ensure MRSL
compliance!
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Tchibo’s wet processing factories are expected to

only use chemicals that are compliant with the MRSL. This is verified by waste
water testing as well as chemical input monitoring at factory level.

Output Monitoring —
Waste Water Testing

All wet processing factories in risk countries

that are involved in the production of Tchibo
products need to provide a waste water test

at least once a year. Even though waste water
testing is only a snapshot in time, it is a useful
tool in creating transparency on the discharge of
effluent water containing hazardous chemicals to
the environment. Test results not only detect the
use of non-compliant chemicals but also indicate
insufficient waste water treatment plants.
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In 2019, Tchibo has adapted its established waste
water testing process towards the ZDHC Gateway™
— a global online platform to register and share and
compare verified waste water test data against the
ZDHC Waste Water Guidelines. By the end of 2019,
67% of Tchibo's wet processing factories located in
risk countries had registered on ZDHC Gateway™.
46% of the wet processing factories uploaded a
valid waste water test on the Gateway platform.

In addition, 17% provided waste water tests that
were not yet uploaded on ZDHC Gateway™. In total
Tchibo received waste water tests from 63% of its
wet processing factories in 2019.

Full disclosure: As part of Tchibo's
commitment to create transparency
over the use of chemicals in its supply
chain, all wet processing factories
involved in Tchibo production need to
publish their waste water test results.
The ZDHC has developed a Public
Disclosure Portal, which provides

a global picture of the supply chain
erformance with regard to the ZDHC
Wastewater Guidelines.


https://www.roadmaptozero.com/post/updated-zdhc-wastewater-guidelines-v1-1-released
https://www.roadmaptozero.com/output
https://www.roadmaptozero.com/public-disclosure-portal
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Evaluation of 2019 Waste
Water Data:

In total, 406 samples were taken in 2019 at different
sampling points in the factory — 26% from fresh
water, 31% from waste water before treatment,

31% from waste water after treatment and 12% from
sludge. Sampling was carried out by independent
testing institutes (e.g. Intertek, SGS, Bureau Veritas)
and as a minimum the eleven priority chemical
groups defined by Greenpeace have been tested.

Fresh Water:>

26% of Samples

FACTORY

%

ater before Treatment:

[
[N
.

after Treatment: >

SLUDGE DISPOSAL
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The Chart belOW shows the detection rate of the eleven priori-

ty chemicals based on 183 waste water tests with 406 analyzed samples. The
results presented only indicate whether a chemical group was detected based on
the respective laboratory’s best available measurement methods. They do

not allow for any direct conclusions regarding the concentration of harmful
substances in the samples taken. The presence of hazardous chemicals in waste
water, in small frequencies, could be due to industrial cross-contamination

or chemical impurities and does not necessarily indicate intentional use. If
hazardous chemicals are found in the waste water, suppliers are requested to
submit a “Corrective Action Plan’ In 2019, 64 Correction Action Plans have been
submitted showing progress in the factories based on testing.

Detection Rate per Chemical Group 2019

Heavy Metals

PFCs

Flame Retardants
APEOs/APs
Phthalates

Azo Dyes

Chlorinated Benzenes
Chlorophenols
Halogenated solvents
VOCs

Organotin compounds
SCCPs

PAHs

. Detected . Not Detected

TEST RESULTS SHOW THAT:

» On average, 1,7 chemicals are detected per wet processing factory

« Since the findings are mostly at small frequencies, it can be as-
sumed that they do not result from intentional use during produc-
tion but rather from industrial cross-contamination or chemical
impurities, among other factors

« Especially fresh water (inlet) is already contaminated, which is due
to various natural and/or anthropogenic sources (e.g. heavy metals
were mainly detected in fresh water)

» However, waste water treatment often does not completely purify
process water
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EVALUATION OF 2016—2019
WASTE WATER DATA:

Although waste water tests are only a snapshot,
the results show an overall improvement within

the past years. The waste water data evaluation

of the past four years shows an overall positive
development regarding the detection rate of the
eleven priority chemicals. Many chemical groups
have been found less frequently compared to the
results of the last reporting periods with the largest
decline observed in Azo Dyes (from 30% in 2016

to 9% in 2019), Chlorinated Benzenes (from 40% in
2016 to 7%), APEOs/APs (from 55% in 2016 to 11%
in 2019) as well as Phthalates (from 57% in 2016 to
9% in 2019). Overall, there has been a 21% decrease
in detection rates of hazardous substances since
2016.

However, the detection rate for heavy metals
shows a slight decrease but continues to have the
highest detection rate by far. We see this as a call
for action to further improve chemical management
in our supply chains. Even though, the presence of
chemicals in the waste water, in small frequencies,
could be due to industrial cross-contamination or
chemical impurities and do not necessarily indicate
intentional use, Tchibo is aiming to further decrease
detection rates over the next years.

The Tchibo
Detox Program
has contributed to a
significant reduction of
discharge of hazardous

chemicals into

the environment!

Detection Rate per Chemical Group from 2016—2019
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2019

-

2016 2017 2018 2019

]
0%

Azo Dyes APEOs/APs Phthalates
SCCPs ——— Halogenated solvents PFCs
Heavy Metals

38 39




Supply Chain Monitoring | tchibo.de

Input Monitoring
— Chemical Input
Management

In addition to output monitoring, Tchibo is aiming to
transform the industry towards better management
of input chemistry. By managing chemical inputs,
safer textile products as well as cleaner water can
be ensured.

Tchibo is encouraging its suppliers to use
the Chemical Module of the ZDHC Gateway™, a
database which allows to check conformance
of a chemical product with the ZDHC MRSL.
Chemical suppliers use this platform to upload their
chemical products and ensure MRSL conformance.
For factories it simplifies the search for more
sustainable chemicals.

PHOTO: Dyeing Factory in China/Source:
Tchibo

Further, all suppliers need to maintain an in-
ventory list of all chemicals used and stored in their
factory. Chemical inventory conformance towards
ZDHC MRSL can be verified by different tools e.g.
by generating an InCheck™ Report through ZDHC
Gateway™, by inventory management using the
CleanChain platform or by using the BHive applica-
tion. All tools aim for transparency of input chemi-
cals in order to prove the ZDHC MRSL compliance
of producers inventory lists.

Tchibo is currently piloting different approaches
and the wet processing factories use different tools
to control their input chemistry. In 2019, 46% of
all Tchibo wet processing factories have used
at least one of the chemical input management
tools and therefore contributed to the paradigm
shift in the industry to move from output to input
monitoring of chemicals.

PHOTO: Waste Water Treatment Plant/Source: Tchibo
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PHOTO: Dyeing Factory in China/Source: Tchibo

PHOTO: Waste Water Treatment Plant/Source: Tchibo
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ITl additiOn to web-based solutions for chemi-

cal input management, Tchibo works on the ground with
selected wet processing factories to support clean pro-
duction. In case there are chemical failures in the final
product or waste water test, we conduct on-site con-
sultancy to find out the root cause of the failures.

To identify the source of hazardous chemicals during
production processes, on-site sampling of chemicals
and raw materials as well as inspection of management
processes at a factory is conducted by a third-party service
provider. Based on the results, suppliers are supported to
replace input chemicals and find safer alternatives that are
compliant with Tchibo requirements. In 2019, Tchibo has
worked with factories to find individual solutions for APEO
phase out and how to shift to DMFa-free synthetic leather.
Case studies have been developed to share learnings also
with other supply chain partners.

Tchibo
is supporting

the transformation of
the industry towards

better management of
input chemistry!

4]


https://www.roadmaptozero.com/input
https://www.cleanchain.com/
https://www.thebhive.net/

Detox Supplier Handbook

Tchibo supports its wet processing factories to improve their
environmental performance. Tchibo provides its suppliers with a
written handbook that gives operational support for implementing
Tchibo requirements on improved chemical management. The
latest update has been published in February 2019 and is publicly

available for download in English and Chinese.

CPIL, Online Training

In addition to written support, Tchibo offers its
suppliers an online training tool that includes
knowledge modules on water, energy and chemical
management.

It is based on the “Carbon Performance
Improvement Initiative” (CP,), which was founded
by Tchibo and eight other brands in 2011. The
initiative has developed an online tool to reduce
the environmental impact in factories. The
webtool provides textile factories with individual
recommendations on how they can reduce energy
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SUPPLIER HANDBOOK
CHEMICAL MANAGEMENT

Version 3.0 | February 2019

consumption and thus greenhouse gas emissions
in production, and how they can optimize their
water and chemical management. The factories are
supported with a total of 400 recommendations,
each including implementation guidelines, benefits
and investment costs as well as the expected
payback period. In addition, there are more than
150 case studies and best practice examples. In this
way, the factories learn how they can optimize their
water and chemical management.

In total, 86 Tchibo wet processing factories have
registered on the online platform since 2017 (of
which 29 in 2019). Out of the 56 factories that have
successfully completed the training modules, 95%
have at least achieved a certificate at bronze level.


https://www.cpi2.org/
https://www.tchibo.com/servlet/cb/1199382/data/-/TrainingshandbuchChemikalienmanagement.pdf
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Change Labs

In 2015, Tchibo has developed a new approach

for co-creating business strategies with
representatives of all levels in the Tchibo supply
chain. Two Change Labs have been hosted in
Hong Kong (2015) and Hamburg (2016). Interactive
workshop sessions aimed at jointly developing
Detox solutions together with Tchibo colleagues,
key suppliers, stakeholders and external experts. In
total 39 participants have contributed to the Think
Tank, which outcomes have significantly shaped
todays Detox Program at Tchibo.

PHOTO: Participants of Basic Training, December
2018 in Lahore, Pakistan / Source: GIZ

Basic Training on
Chemical Management

As part of its engagement in the German
“Partnership for Sustainable Textiles", Tchibo has
supported the development of a Basic Training
workshop — a one-day modular training to
impart basic knowledge in the field of chemical
management. The training is aimed at CEOs

and middle management in factories with wet
processes and consists of a combination of
lectures, examples and exercises. The Basic
Training thus helps to take the first steps towards
establishing sustainable chemical management.
Tchibo suppliers participated in the training in
Pakistan in December 2018 and in Istanbul in
September 2019.

PHOTO: Participants of Basic Training, September
2019 in Istanbul, Turkey / Source: GIZ
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Kick-Off Workshop 3 Day Classroom Training

Advanced Training on
Chemical Management —
Strategic Alliance

As we will only be able to address complex

and systemic challenges by forming an alliance
with stakeholders, Tchibo teamed up with the
REWE Group and the “Deutsche Gesellschaft
flr Internationale Zusammenarbeit” (GIZ) under
the develoPPP program by the Federal Ministry
for Economic Cooperation and Development to
develop and implement a qualification program
for textile wet processing factories in 2016.

The project aims at developing local trainer

The Trainings Cycle

Management Action Plan
Implementation

Baseline Factory Visit

«Factories are willing to share
their challenges and solutions,

I learn and benefit a lot from it”

SUPPLIER FEEDBACK
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Implementation Factory Visit
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capacities in China and Bangladesh to support
factories to improve their chemical management. It
is scheduled to run for three years until end 2020
and has an investment volume of 2.3 Million Euros.
Wet processing factories that participate in the
program are trained for up to

12 months including six workshop days and three
factory visits. Between these activities, the factory
works on the implementation of its “Management
Action Plan” (MAP) and thus improves its individual
performance.

Validation Factory Visit

ifg

1 Day Classroom Training 1 Day Classroom Training

“In sharing session, I read
many good practices on daily
chemical management from
other factories, broaden my
horizon and recognized my

room for improvement”

SUPPLIER FEEDBACK


https://www.textilbuendnis.com/en/know-how/branchen-risiken/chemikalien-und-umweltmanagement/trainings/
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PHOTOS: Training Workshops with Suppliers and Expert Partners of the Program / Source: Strategic Alliance
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BILDER Itatent laborer chillore

During the 2017 reporting period,

the training concept and materials were developed,
and coordinated with key stakeholders like the
ZDHC and the German “Partnership for Sustainable
Textiles” In addition, 16 trainers were trained in
Bangladesh and 21in China.

In 2018, a total of 20 wet processing factories
who supply to Tchibo and REWE Group completed
the first training curriculum. The factories worked
on improvement in five key areas: 1) Management
System, 2) Water Use, 3) Chemical Management,

2019 Average
Improvement

Rate of 26%

Supply Chain Qualification | tchibo.de

4) Waste Water and Waste Management and

5) Sustainability and Process Optimization. By

participating in the program, they were able to

increase their performance on average by 27%.

After the pilot phase, the program was opened
to further brand retailers such as ALDI North,
ALDI South and Otto Group, who joined the rollout
phase of the training program in 2019. A total of
27 wet processing factories who supply to these
brands completed the training program in 2019
with an average improvement rate of 26%. The
highest improvement rate of 34% was in the area
of “Chemical Management”. In total 7.518 workers
work in these trained factories and benefit from
improvements.

Until today, 47 wet processing factories have
successfully completed the training out of which
24 factories are part of today’s Tchibo supplier
portfolio. Only in 2019, these trained factories
provided 22% of Tchibo's textile business volume.

Average improvement rate of participating

factories during 2019 training phase

1) Management | 2) Water Use 3) Chemical 4) Waste Water 5) Sustainability Average
System Management and Waste and Process
Management Optimisation
+ 40% + 25% + 59% + 31% + 26% + 36%
+ 26% +12% + 19% +17% + 18% + 18%
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Beyond
Detox
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S U StCI I ﬂ G b | e water management

has become one of our strategic priorities. By growing
coffee and cotton and by manufacturing our non-food
products, we are not only partly responsible for the
pollution and scarcity of water but are also directly
affected by risks like water shortages and supply chain

disruption.

In 2018, we teamed up with the WWF to take a
closer look at specific water risks linked to Tchibo's
product portfolio. Using the WWF Water Risk Filter,
an online tool to analyze water risks globally, we
identified the trends connected to physical water
risk (scarcity, floods, droughts and pollution),
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regulatory water risk (policies and governance) and
reputational water risk (media attention and cultural
implications). The assessment is based on farmers
and factories geographic locations and the results
help to better understand where and how Tchibo is
exposed to water risks!


https://www.wwf.de/themen-projekte/fluesse-seen/wasser-politik-maerkte/wasserrisiko/
https://waterriskfilter.panda.org/
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1 textile bran s
o water stewardship
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TURNING RISK INTO OPPOR-
TUNITY AND ACTION Tchibo
started a partnership with WWF in 2019 to
target the identified water risk. WWF has
been driving the adoption and implementation
of Water Stewardship in the textile sector

for many years. With the support of inter-
national brands and local partners, WWF

has established water stewardship projects

in several countries. In 2019, Tchibo joined
two multi-stakeholder projects in China and
Turkey.

en the first
d with a serious

n critical river
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management.
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CHINA — TAIHU LAKE BASIN

China is undoubtedly the major water risk country
in Tchibo's textile portfolio. The Taihu Basin shows
the highest water risks in relation to business
relevance for Tchibo. Wet processing factories in
that area are covering two thirds of Tchibo's total
production volume in China. The WWF project aims
to improve the conditions of the river basin and
reduce shared water risks for business, ecosystem
and communities. Improved freshwater ecosystems
and better water governance is achieved by multi-
level engagement including not only factories but
also industrial park

NNES SCHMIESTE

portant contr
water resource

R, WWF GERMANY

management as well as governmental authorities
through training activities, roundtables and best
practice sharing.

Collaborating with other brands in the project,
in this case among others H&M and Tommy
Hilfiger, is a chance to effectively mitigate Tchibo's
suppliers' water risks. In 2019, Tchibo has included
43 of its wet processing factories in the program
and supported the 5th Taihu Annual Forum that
engages national level policy makers, basin
governor, private sectors and NGOs to discuss
basin stewardship.
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Jiangsu Province

Lake Tai

Zhejiang Province

Turkey — Buyuk Menderes
BASIN The Biiyiikk Menderes River is Turkey’s
third most polluted river. The basin holds 40% of
the national leather production, 60% of all textile
exports of Turkey and 14% of the national cotton
production. The river delta is challenged by a lack
of river basin management resulting in habitat and
biodiversity loss, intense water scarcity due to
intensive water use in agriculture and industries as
well as poor water quality caused by highly polluted
waste water, generated by the textile sector.

The WWF water stewardship project for textiles
was initiated with H&M group in 2017, and key
partner Ikea has joined in 2018. Tchibo joined in
2019 with a focus on including the cotton sector
to the project. The goal is to analyze and identify
mechanisms to improve water quantity and quality
in cotton production and achieve sustainable

supply chains between the cotton and textile sector.

Further this project aims to serve as a model of
conservation and sustainable use of water resour-
ces, that can be scaled up to other basins in Turkey.

o1

Shanghai City
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Taihu River Basin

Taihu Lake Size: 2 338 km2
Area Size: 36 900 km2
Population: 30 million


https://wwf.panda.org/our_work/water/?352012/Transforming-the-textile-sectors-approach-to-water
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leather production

C_eather: 40% of nationaD

Biiyiik Menderes River Basin

Cotton: 6.877 Cotton Farmers
14% of national cotton production

Tum
hazardous into
healthy! Transforming
the textile sector’s
approach to

water.

Our Water Future

Size: 25 000 km2
Population: 2.5 million
River Length: 548 km
Contribution to GDP: 3%

Garment Manufacturing and Dyeing:
More than 45.000 work force
60% of national textile exports

By engaging collectively with other partners from the
textile industry, Tchibo is aiming to reduce shared water
risks connected to its suppliers, including risks stemming
from water governance in countries of production. For
2020 and beyond, we aim to scale up our experiences on
the ground and to implement further water stewardship
projects in our supply chain. Further we aim to drive

the development of an industry approach on how to set
science-based water targets in a local watershed context.
By engaging with key stakeholders, we hope that more
brands will follow in implementing context-based water
strategies for a sustainable future on water.

“We will protect water
. »for people and nature
~inwpriority basins”

Goal:
Tchibo is committed to
be a good water steward

Subgoal:
Water Stewardship for:

Target:

Achieving collective action
Stewardship projects in all
water stressed regions

= Coffee cultivation
= Cotton cultivation
= Textile wet processing
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3
ater resources for everyone.

WHAT IS WATER
STEWARDSHIP?

Water Stewardship is the use of water that is socially
equitable, environmentally sustainable, and economically
beneficial, achieved through a stakeholder-inclusive pro-
cess that involves site- and basin-based actions. That
means we go beyond water management at factory

level but also understand water stress in different

river basins where the production takes place. Since
water is a shared resource it is about collective ac-

tion working beyond the factory fence. The goal is

that brands, factories, communities, public sector

and NGOs engage together in collective action

to address joint water challenges.

Government incentivised and

COLLECTIVE ACTION

INTERNAL ACTION

KNOWLEDGE OF IMPACT

WATER AWARENESS

motivated to manage and invest in
water basins in a sustainable way.



Tchibo
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|ﬂ JCIHUCH’\/ 2020 our Detox

Commitment with Greenpeace ended. As we reflect

and summarize the last years of putting our Detox
Commitment into practice, we see that we have come

a long way. As the results in this report show, we have
managed important steps towards the aim of eliminating
hazardous chemicals from our textile production. We
have set valuable milestones for a sustainable chemical
management framework. With a clear vision, we now
look at the road ahead and will continue our work on
safe chemicals with the ZDHC and industry framework.

In 2020 and beyond, we aim to keep up our high
level of stakeholder engagement and continue our
memberships in various industry initiatives as well
as multi-brand projects on the ground. With the
shift from output to chemical input management,
we completed the development of an MRSL to
restrict the use of harmful chemicals in our supply
chain. In 2020, we further align with industry

55

standards and support the implementation of the
ZDHC MRSL 2.0 as a consistent framework across
the industry.

Waste water tests will still be managed by
the ZDHC Gateway™ platform. They remain an
important output management tool and a safety net
to ensure that no hazardous chemicals are released
to the environment. However, we will enhance the
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investment in our current Input Management tools,
encouraging our suppliers to focus on clean inputs
by constantly reviewing their chemical inventory.
Tchibo will support by several training tools as well
as on-site consultancy if needed.

The implemented monitoring approach scaled
up our supply chain transparency. By today, we
have gained transparency on the wet processing
factories for 96% of our textile products. As this
is a great result, we will now focus on enhancing
the transparency level to the deeper supply chain
(including spinning unites and farmers) as well

uently scaling up our learnings to other

seyond textiles.

“As the DETOX campaign

We constantly aim to improve and are striving for
even more sufficient supplier communication and
data tracking in the future. We revise management
processes to provide accessible, up-to-date
information whenever it is neededwhile using
synergies with other supply chain members.

To summarize, this is just a glimpse of what we
want to accomplish — there is still a lot more to
reach for! Tchibo will keep up the momentum and
scale up its efforts. We do not only want to raise
awareness in the industry on the environmental
impact of certain production processes, we want to

~ be an active driver for change.

moves beyond its 2020 deadline,

Rt
We encourage Tchibo to continye

to clean up its supply chains
by expanding the Detox scope
beyond fashion and scqle up its
achievements.”

DR. KIRST
EN BRODDE, GREENPEACE Our road

to the future:
Brave, Fair
and Honest
Our vision: Shaping a
business that cares
about people and planet —

every day.
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