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This report covers the financial year 1 August 2018

to 31July 2019 and represents the corporate social
responsibility statement of STARK Group A/S as
required by the EU Directive 2014/95/EU and Sections
99a and 99b of the Danish Financial Statements Act.

This report includes consolidated environmental

and social performance data from all STARK Group
business units (BU's). The report excludes outsourced
services unless specified.

The content in this report has been determined based
on STARK Group’s most material sustainability issues
and organisational risks and opportunities. It aims

to give our stakeholders insights into the way STARK
Group work with these issues.
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TOGETHER WE CAN BUILD
A MORE SUSTAINABLE TOMORROW

There is anincreasing need and interest to find long-term solutions to global challenges including climate
change, the increasing consumption and disposal of resources and the depletion of nature and biodiver-
sity. Sustainable construction can reduce the impact of environmental degradation and climate change
while also ensuring that our homes and communities are future fit.

As aleading building materials supplier, we have an opportunity to deliver sustainable solutions and there-
fore, perceive this as an opportunity to accelerate the sustainable transformation and win market share.

Our approach to sustainability is to apply a long-term
perspective with a focus on responsible business devel-
opment. In general, our STARK Group business model

is to source a wide assortment of building materials at
large scale, break pallets enabling our customers to buy
the product of choice in the required quantity and to
have a logistical setup enabling customers to receive
products on-site at the required time.

Our broad customer base demands a range of products.
We are experiencing an increased demand for sustain-
able alternatives, primarily from large contractors and
public customers.

While price is still the decisive factor for many custom-
ers when choosing building materials we are committed
to having a wide range of products in assortment while
promoting an assortment of competitive eco-labelled
products as a sustainable alternative. In this way we

stay commercially relevant in the market by further
developing our sustainable product and service range
to support the sustainability agenda.

We take responsibility to source all our products
responsibly, drive efficient and safe operations and
to enable our customers to make informed decisions
regarding sustainable alternatives. This is how we
aim to be the preferred partner for construction and a
positive link in the sustainable construction industry
supply chain.

Our sustainability framework ensures that relevant
policies and programmes are in place to boost social,
economic and environmental sustainability, while
actively supporting our growth and improving employee
engagement. The framework addresses our top risks
and opportunities to meet stakeholder expectations.
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Introduction

STATEMENT
FROM OUR CEO

II As a leading building materials supplier in Northern
Europe, we acknowledge our responsibility to source
our products responsibly, to drive efficient and safe
operations and to serve our broad customer base with
required products to help our customers complete their
projects successfully.

To an increasing number of customers this includes
making competitive sustainable products available and
ensuring that our salespeople can offer the required
advice and product information to be a preferred partner
for all craftsmen.

Soren P. Olesen
CEO
STARK Group
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ABOUT
STARK GROUP

STARK Group is a leading retailer and
distributor of building materials in Northern
Europe, with approximately 5,000 employ-
ees operating 186 builders’merchants in five
countries (Denmark, Sweden, Finland, Nor-
way and Greenland). There are four business
units under the STARK Group logo.

All STARK Group business units are chain
concepts, with products and services visibly
marketed under a single name in the market
in which the business unit operates.

STARK Group serves its customers through
proximity of stores selling timber, build-

ing materials and tools. We also provide
professional advice on building and logistics
solutions. Our customer base is broad, with
a majority of small and medium-sized en-
terprise (SME) customers, but also including
major contractors and consumers, distribu-
tors and industries.

FY19 and the begining of FY20 has been

an exciting year for STARK Group where 12
new branches have been acquired through
the acquisition of the four Swedish builders
merchant chains Byggvaruhuset in Trelle-
borg, Bygg-0Ole, PoG Woody Bygghandel and
Karl Ekesit6 Bygghandel AB.

In May 2019, STARK Group signed an agree-
ment with Compagnie de Saint Gobain SA,

to acquire leading German builders’ mer-
chant Saint Gobain Building Distribution
Deutschland GmbH, SGBDD. The acquisition
was closed by October 1, 2019, and the Ger-
man business unit is now operating under the
name STARK Deutschland GmbH.

STARK Deutschland operates a nationwide
network of 217 branches from which approx-
imately 5,000 employees serve a wide range
of customers in the renovation and new con-
struction sectors. Through a number of dif-
ferent brands, STARK Deutschland operates
in three major business areas, Heavy Building
materials, Tiles and Civil Engineering.

The integration of STARK Deutschland into
STARK Group has been initiated and the five
business units in total are now a leading
building material distribution company in
Northern Europe. STARK Deutschland and
the new Swedish branches will be included in
the Group Sustainability report from 2020.

STARK Group is owned by Lone Star Funds

- aleading private equity firm that invests
globally in real estate, equity, credit and other
financial assets.

BUSINESS UNITS
FY19

% @ & S

W A 1m
COUNTRIES BRANCHES EMPLOYEES SHARE OF
REVENUE

2,309 42%

RISTARK]  Jamec 772

'R|STARK| e 26 1,072 25%

BEIJER SWEDEN 74

BYGGMATERIAL

1,690 27%

® NEUMANN  NORWAY 348 0%

STARK Group chain concepts in numbers. Data shown is per 31July 2019
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SUSTAINABILITY

FRAMEWORK

STARK Group's sustainability framework en-
sures that material issues are identified and
addressed with relevant policies, targets
and actions in order to ensure sustainability
as an integral part of how we do business for
long-term success.

The framework is furthermore intended to
ensure that all employees and business part-
ners understand the commercial relevance
and necessity of integrated sustainability,
covering environmental, social and econom-
ic topics.

Our sustainability framework covers our
entire value chain including our most direct
impacts related to our operations and

our responsibility towards the market. This
means sourcing products that are produced
responsibly to reduce our environmental
impact and to provide a net positive impact
on society.

The STARK Group value chain has been split
into three sections; Our Products, Our Oper-
ations and Our Market. Our ambitions within
each section are shown on next page.

Taking into consideration the principles of
the UN Global Compact and the sustainable
development goals, ten material issues have
been identified and have formed the basis of
our ten sustainability programmes.

7 -

Y
Sustaina}ﬂlityReportZO]Q R




Introduction

SUSTAINABILITY
FRAMEWORK

{}”
= e
OUR PRODUCTS OUR OPERATIONS

Better product from trusted To be an efficient and trusted
suppliers in order to meet customer distributor, partner and employer of
and societal expectations, both now choice in the industry, ensuring

and for the future long-term sustainability

65

OUR MARKET VALUE CHAIN
To be the preferred partner for & A"BITIONS

sustainable construction, supporting
development towards a more
sustainable future

. o

MATERIAL
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Product quality
1A and integrity
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Educative partner
sourcing 3B

and corporate citizen

]c Ethical behaviour
and human rights
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FUTURE
VALUE CIRCLE

In a wider context, the building industry uses
large amounts of natural materials, equating
to approximately 50% of European resource
extraction" being used for building material
production.

Building materials alone are responsible for
11% of all carbon emissions. However, these
materials are not in use forever. Construc-
tion and demolition waste accounts for up to
half of the 1.3 billion tons of waste produced
annually on a global scale.

According to the World Economic Forum,
less than one-third of construction waste is
presently reused or recycled. Therefore, the
construction industry has a large climate
and environmental impact.

There is presently a transformation towards
amore circular economy and the present
linear “make, use and throw” culture is

being disrupted in all sectors of society for
sustainable development. Therefore, we are
exploring how our value chain can become a
“value circle”.

[ Ryuska, A.; Hikkinen, T. Material Efficiency of Building
Construction. Buildings 2014, 4, 266-294

We wish to support sustainable construction
to reduce energy consumption, improve

material efficiency and through the
reduction of hazardous substances,
support increased circularity.

We are experiencing a market
push for more sustainable
products, and over the
coming years we will

be exploring how our

future raw materials

can be harvested as
secondary resources.

@

Excavation

1A Product quality

and integrity

Responsible
1B sourcing

-IC Ethical behaviour

and human rights

Raw Materials

&

B\
End-use

STARK Group
Sourcing

Completed
Building

CIRCULAR
SUPPLY CHAIN

T

STARK Group
Distribution
Centers

Construction
Sites

STARK Group
Branches

STARK Group
Logistics

Introduction

2 A Environmental
efficiency

Health
2B and safety

Employee
2C engagement

2D Diversity
and inclusion

Competence
2E development

3A Promoting
sustainable products

3B Educative partner
and corporate citizen
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Introduction

OUR VALUES AND
CODE OF CONDUCT

VALUES

WE ACT
WITH DECENCY

We conduct all our activities with fairness, honesty and integrity

We take responsibility for our actions and do not blame others

We embrace learnings from our mistakes

We have the courage to do the right thing for STARK Group, our people,
customers and suppliers

We embrace our Nordic heritage and care about our environment

WE STRIVE FOR
CONTINUOUS IMPROVEMENT

We have a ‘can do’ spirit and are open to new ideas

Tomorrow we outperform today

We aim to be the best at what we do and commit to continuous learning
We work together and share our knowledge with others

We strive to constantly improve the customer experience

WE VALUE
OUR PEOPLE

We understand and respect people and value diversity

We are transparent, open and honest in all our dealings with our people
We expect our leaders to lead by example

We invest in our people to build our future

We care about people and keep our workplace safe

SUPPORT SUSTAINABILITY

STARK Group’s three values support sustainable
performance; We act with decency, we strive for
continuous improvement, and we value our peo-
ple. Each of these values supports our actions to
address our most material sustainability issues
and our strategic focus.

We have supplemented the values with a Code of
Conduct. The STARK Group businesses and their
success are built on a solid foundation of decen-
cy, honesty, respect, fairness and integrity. As
part of our values, we have the privilege to take
responsibility in our daily work life and the power
to influence our business.

The Code of
Conduct is our
way of doing
good business
responsibly.

Soren P. Olesen
CEO

The Code of Conduct provides guiding principles for daily behaviour. It builds on our
culture and values and directs us to appropriate behaviour. We want our company
to be perceived as honest and trustworthy by our employees, customers, suppliers,

business partners and society in general.

Our Code of Conduct applies to all employees in STARK Group, temporary person-
nel, agents and contractors. Furthermore, we expect our suppliers to adhere to our

Code of Conduct or adopt similar ethical standards.

The Code of Conduct has been updated during FY19 and redistributed to all employ-

ees and new suppliers.
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SUSTAINABILITY

GOVERNANCE

STARK Group has established a Sustainabil-
ity Advisory Board consisting of executive
managers across the group. The main role of
the advisory board is to define the sustaina-
bility framework and set targets to ensure a
common direction in order to work towards
integrated sustainability in all business
operations.

The advisory board have biannual meetings
to review sustainability performance and to
share best practice. It is the responsibility of
the advisory board to stay updated regard-
ing sustainability risks and opportunities

in all business operations and to provide
support and knowledge to ensure focus and
progress.

As the advisory board is spread geographi-
cally across the organisation, meetings are
conducted by video conferencing where
possible to reduce excessive carbon emis-
sions from flight travel.

The Executive Committee has the general
oversight of sustainability issues through
the presentation of sustainability perfor-
mance as an integral part of performance
reviews.

The sustainability manager is responsible
for monitoring policies and practices to
achieve sustainability goals and to produce
the annual sustainability report for stake-
holders. Department heads are accountable
for formulating key performance indicators,
targets and performance reports within
relevant sustainability programmes.
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Group Policies
Leadership & Commitment
Roles & Responsibilities

Risks & Opportunities
(Aspects and legal requirements)

m Code of Conduct

Training & Communication

Procedures

KPI's and performance reporting

Management review

Themes

Introduction

MATERIALITY
ASSESSMENT

How we address our material sustainability
issues

All business processes involve certain risks and oppor-
tunities. We review our risk assessments annually to
identify new material issues related to both internal and
external factors, new legislation and interested parties.

Our analysis of risks and opportunities form the basis to

implement necessary actions and checks, following the
ISO “Plan, Do, Check and Act” process.

Sustainability Report 2019
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Introduction

RISKS IN OUR INDUSTRY Natural resource depletion
Environmental (energy and pollution)
VALUE CHAI N Human rights violations
Health and safety hazards

Corruption

_ Poor working conditions/unfair pay

Limited focus on recycling

Human rights violations

Health and safety hazards
Corruption
Environmental (energy and pollution)

Toxic chemicals in materials

&

Raw Materials

Ay

End-use

Factory

Poor indoor climate

Facilitation payment offers

(hazardous materials)

! . . Lack of supplier transparency
High energy consumption o Insufficient product documentation
(i.e. timber legality, REACH compliance)
Com.p'?ted STARK G,rouD Insufficient supplier assessment
Building Sourcing

v
RS

Incorrect product use (tools and
materials)

Health and safety hazards

Focus on short-term cost (craftsman
is not end-user)

Excessive resource consumption
Excessive waste production

STARK Group
Distribution
Centers

Construction

. Environmental (energy, fuel and pollution)
Sites

Human rights violations
Health and safety hazards

STARK Group Q
Logistics

STARK Group
Branches

Excessive energy consumption
Excessive waste production (breakage)
Human rights violations

Health and safety hazards

Environmental (energy and pollution) Bribery and fraud
Human rights violations Insufficient data protection
Health and safety hazards Lack of product knowledge
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SUSTAINABILITY
POLICY

We have five quiding principles in our
sustainability policy. These principles are in-
tended as a compass showing one common
direction for everyone working within the

group.

All STARK Group employees are responsible
for following these principles and integrating
sustainability in all activities and processes.

We strive for continuous improvement,

and as sustainability is an area where new
knowledge, legislation and technology is
developing rapidly, continuous improvement
is of vital importance.

Furthermore, we work to develop and
implement relevant guidelines to streamline
the way STARK Group work with sustaina-
bility, both internally, and with our suppliers
and contractors (i.e. products, packaging,
services).

Introduction

POLICY GUIDING PRINCIPLES

Relevant, sustainable assortment:

To ensure a relevant assortment of products that continuously meet market expec-
tations and follow product development, we always offer a relevant assortment of
eco-labelled products when commercially applicable.

Sustainability advice:

We ensure commercially relevant product knowledge within sustainable alternatives
to become the preferred partner for sustainable construction.

Correct and efficient product documentation:

We ensure correct and efficient product documentation for our customers and
support our customers increased demand for environmental information regarding
product impact throughout the lifecycle.

Up to date within sustainability in the industry:

Where commercially relevant, we are active in sustainability networks and open to
collaborating in partnerships that promote sustainability and circularity - to remain
the partner we want to be to our customers.

We act sustainably:

We integrate sustainability in all STARK Group operations and processes across the
value chain and educate our people to act socially, economically and environmentally
sustainable to support the sustainable development goals (SDG's).
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SUSTAINABILITY
PROGRAMMES

A summary of STARK Group's material envi-
ronmental, social and economic impacts and
related measurable parameters and policies
is shown below.

‘Our Operations' represent our direct impact,
whereas ‘Our Products’and ‘Our Market’
represent our indirect involvement where
we may have limited control. However, we
acknowledge our responsibility and our
ability to affect how products are produced
through our Code of Conduct and procure-
ment policies.

&

OUR
PRODUCTS

SUSTAINABILITY

PROGRAMMES

Product quality
and integrity

POLICIES

Code of Conduct

Trade Compliance and Sanctions Policy
Risk Management Policy

Sustainability Policy

Introduction

HOW WE MEASURE

Product Integrity evaluation

Responsible sourcing

Responsible Timber Sourcing Policy
Code of Conduct

Product Integrity Policy
Sustainability Policy

Product Integrity evaluation
EUTR evaluation

Ethical behaviour
and human rights

Trade Compliance and Sanctions Policy
Contract, Litigation, Anti-Trust and Data
Protection Policy

Fraud, Anti-Corruption and Bribery Policy
Sustainability Policy

Code of Conduct

Product Integrity evaluation

e

g0

OUR
OPERATIONS

Environmental efficiency

Environmental Policy
Sustainability Policy

CO2e emissions from buildings and equipment
CO2e emissions from transport

Waste production

% waste recycled

Water consumption

Health and safety

Health and Safety Policy
Code of Conduct

Injury rate
Lost workday rate

Employee engagement

Group HR Policy
Code of Conduct

Engagement survey score
Participation rate
Employee seniority

Diversity and inclusion

Group HR Palicy
Code of Conduct

% women: Directors (Board)
% women: Senior leadership
% women: Total employees

Competence development

Group HR Policy
Sustainability Policy

Development and appraisal talks
Engagement survey

69

OUR
MARKET

Promoting sustainable
products

Environmental Policy
Sustainability Policy
Responsible Timber Sourcing Policy

% FSC® and PEFC™ certified wood in assort-
ment and sold (STARK DK)

Educative partner
and corporate citizen

Sustainability Policy
Code of Conduct

Engagement and partnerships with NGO's,
educational institutions etc.
Educative events
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]A Product quality
and integrity

PRODUCT QUALITY

AND INTEGRITY

We supply safe, reliable and robust products
to our customers. We are committed to
procuring products from financially healthy,
reliable sources that trade ethically and
responsibly, demonstrating anti-corruptive
policies. This is ensured by conducting
practical monitoring of suppliers, prod-

uct quality and customer satisfaction. We
undertake prompt and deliberate corrective
action where products do not comply with
legislation or where product failures have
been identified.

We work with our suppliers to encourage
sustainable practices in order to maintain
excellent standards of product quality and
safety without jeopardising ecosystems and
society in the long term.

A sustainable product focus minimises our
risks and secures our future relevance in the
market. Sourcing and supplying sustaina-
ble and safe, quality products improve our
margins, enhance customer satisfaction and
enables our people to devote more time to
customer service and further development.
Working with reputable suppliers further-
more gives our stakeholders confidence in
the integrity of our supply chain, including

standards around ethical labour, modern
slavery, conflict minerals, anti-bribery and
corruption.

Product-related litigation is recognised as
one of our principal risks. If we do not ensure
product compliance with relevant legisla-
tion such as REACH, Construction Products
Regulation (CPR) etc. we can lose market
share and reputation. The risk of incorrect,
insufficient or inefficient product documen-
tation can lead to loss of orders.

Group policies in place

To ensure a high standard of product quality
and integrity, we maintain appropriate and
practical systems, processes and proce-
dures in accordance with our Product Integ-
rity Policy, Trade Compliance and Sanctions
policy, other group policies and relevant
legislation.

The STARK Group Trade Compliance and
Sanctions Policy are designed to ensure
that STARK Group, including the business
units, complies with all applicable sanctions
and applicable export and import control
laws (the Legal Framework). This restricts

the ability to import and export goods to
and from certain countries, individuals and
companies. As a minimum, all STARK Group
business units screen against United Na-
tions, European Union, US Office of Foreign
Assets Control (OFAC) sanctions lists in all
jurisdictions in which they operate.

We have a no-tolerance approach to inter-
national breaches and failures to adhere to
sanction obligations. Compliance with laws
and reqgulations is one of the fundamen-

tal principles in the STARK Group Code of
Conduct.

The STARK Group Sourcing product integrity
(PI)process provides all sourcing colleagues
with a simple and efficient process to

. FEEEE B snEE .{‘ s

"o,
yo o

Our Products

ensure compliance with the STARK Group
Product Integrity Policy.

The product integrity evaluation procedure
is designed to provide insights into elements
including:

Financial health - Assessing creditwor-
thiness and overall financial health of the
supplier

Ethical concerns - Ethical screening of the
organisation incl misconduct, e.g. sanction
lists, associations with politically exposed
persons and negative press etc.

Contract compliance

100 % of contracts entered
during FY19 have undergone and
passed the product integrity
evaluation.
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-IB Responsible
sourcing

RESPONSIBLE
SOURCING

Responsible sourcing of our products has a
large impact on a global scale. Furthermore
it is sustainable business to secure future
materials in the supply chain.

To ensure arelevant assortment of products
that continuously meet market expectations
and follow product development, we always
offer arelevant assortment of eco-labelled
products when commercially relevant and
economically viable.

We aim to supply a relevant assortment

of materials to meet public procurement
policies and the requirements of sustaina-
ble construction certification schemes (i.e.
DGNB, LEED, BREEAM).

More than one-third of our sourced prod-
ucts, measured in monetary terms, is timber
or timber-based, making responsible sourc-
ing of timber and timber products of prime
importance to us.

Sustainable timber is the most cli-

mate-friendly building material. However,
forests are also the most biologically diverse

(2] https://sustainabledevelopment.un.org/topics/forests

ecosystems on land, home to more than 80%
of the terrestrial species of animals, plants
and insects 2.

Forests have a significant role in reduc-

ing the risk of natural disasters, including
floods, droughts, landslides and other
extreme events. At a global level, forests
mitigate climate change through carbon
sequestration, contribute to the balance of
oxygen, carbon dioxide and humidity in the
air and protect watersheds, which supply
75% of freshwater worldwide. They also pro-
vide shelter, jobs and security for forest-de-
pendent communities.

Timber sourcing policy
strengthens sustainable forest
management

Since 2009 we have had an increasing focus
on procurement of sustainable timber. By
continuously increasing the percentage of
FSC®and PEFC™ certified timber in STARK
Group assortments through our Responsible
Timber Sourcing Policy, we encourage and
strengthen sustainable forest management,

During FY19 we have more than tripled

Our Products

the number of timber, and timber-based

itemn numbers sold FSC® or PEFC™
certified in Denmark.

Presently 75% of all STARK Denmark
timber and timber-based SKU's are
either FSC or PEFC certified and
represent 76 % of total timber and
timber-based sales through

STARK Denmark.

meaning that forests are managed with
consideration for people, wildlife and the
environment.

FSC and PEFC guarantee that the trees that
are harvested are replaced or allowed to
regenerate naturally and the certifications
thereby secure a continuous supply in the
future supply chain. Parts of the forest are
protected entirely, to protect rare animals,
plants and the rights of indigenous people to
use the forest.

Furthermore, FSC and PEFC ensure that all
forest workers have been provided training,
safety equipment and a decent salary.

Our experience with the sustainable pro-
curement of timber is further conveyed to
other product categories to ensure that
STARK Group is a positive link in the sustain-
able supply chain.
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1B Responsible
sourcing

Responsible Timber Sourcing Policy
and our EUTR due diligence process

Our Responsible Timber Sourcing Policy is based

on traceability, assurance of timber legality and
sustainability. STARK Group and all it's business units
are committed to responsible purchasing of timber
and timber products.

All business units within STARK Group conduct
proper due diligence according to Our Responsible
Timber Sourcing Policy together with NEPCon an
external partner, on all relevant timber and timber
product suppliers, to gain assurance of product
legality in compliance with the EU Timber requla-
tion (EUTR)E! and to assess sustainability of forest
sources.

Working with our suppliers to
support compliance

Together with our external partner NEPCon, we
completed an annual desk research of our suppliers
to identify potential risks downstream in the supply
chain. In addition, during FY2019, we conducted
onsite audits at five suppliers located in a high-risk
area. In a collaboration between STARK, NEPCon
and the suppliers we have implemented an approved
measurement and mitigation process to ensure
compliance and secure negligible risk.

(3] Regulation (EU) No 995/2010 of the European Parliament and of the

Council of 20 October 2010

RISTARK

GROUP SOURCING

Y7

NEPCon

Q
NEPCon

[RISTARK

GROUP SOURCING

RISTARK

GROUP SOURCING

TIMBER SOURCING MEASUREMENT AND MITIGATION PROCESS

Collection of supply
chain information

Risk Data Collection

Risk Identification

Risk Assessment Result

Risk Mitigation

Risk Conclusion

|

Our Products

N Riskidentification
L/ and specification

v
|

Implement STOP
- risk controls sourcing process

Negligible risk

v

ALLOW
sourcing
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1B Responsible
sourcing

FSC®and PEFC™ as a tool for EUTR

Due Diligence

FSC and PEFC certified wood and wood-
based products ensure STARK Group a low
risk of illegal timber and a more efficient
due diligence process. This is because the
certification systems undergo an independ-
ent third-party verification, annual checks, a
publicly available standard and traceability.

The FSC and PEFC systems ensure that tim-
ber is legal by checking logging rights as well
as paid taxes and fees. FSC and PEFC follow
the national environmental and forestry
legislation, third party rights as well as trade
and customs regulations.

By choosing FSC and PEFC certified sup-
pliers, STARK Group reduces both the risk
and time spent on due diligence processes
related to the EU Timber Regulation. The
certification schemes help us to efficiently
acquire all necessary information from our
suppliers regarding amongst others tree
species, land and region of harvest and any
relevant information showing compliance
with trade and customs regulations.

Il When our products are

FSC or PEFC certified we
know that the risk of our
wood products containing
illegally logged wood is
significantly reduced and
we have a guarantee that
supplier data for our risk
assessments are available
upon request.

This significantly reduces
the resources necessary
for our due diligence pro-
cesses.

René Nielsen
Process Developer
STARK Group Sourcing

Products

Sustainability Report 2019 | 20




lB Responsible
sourcing

EUTR Evaluations

During FY19 STARK Group's Timber sourcing
management system has been re-evaluat-
ed according to the EU timber regulation
(EUTR) by The Danish Environmental Protec-
tion Agency (Miljgstyrelsen).

Various randomly sampled supply chains
have been evaluated. The certification
bodies have found that STARK Group’s man-
agement system processes, documentation,
risk assessments and risk-reducing meas-
ures support responsible timber sourcing,
EUTR compliance and have thus passed the
EUTR evaluation.

Ensuring that our timber products come
from legally harvested and traded sources in
compliance with national and regional laws
and regulations are our minimum require-
ment. If suspicions occur regarding the le-
gality of the timber used in our products, all
business units within STARK Group will act
to investigate legality, even if not required
by law.

All timber and timber-based products sold
through STARK Group are sourced following
our Responsible Timber Sourcing Policy.

FSC® & PEFC™ Certified

All STARK Group business units are FSC and/
or PEFC certified, to support the sale of

certified sustainable timber products and to
incentivise sustainable forest management.

STARK Group business units have an annu-
ally increasing target for the percentage of
timber and timber products sold certified
against the credible forest certification
schemes, FSC and PEFC. This KPI will be
reported on from FY20 and going forward.

Active engagement in FSC & PEFC
organisations

STARK Group business units are actively en-
gaged with the FSC and PEFC organisations.
All standards are reviewed regularly to en-
sure they continue to meet expectations and
the latest best practices. By engaging with
the national organisations in the board of
directors and working groups, STARK Group
ensures that the certification schemes stay
relevant and that we are up-to-date with
relevant changes.

As an example, a representative from STARK
Finland has during FY19 participated in the

II As aleading supplier of

building materials, we have
a responsibility to promote
the development of sus-
tainable construction.

We apply this responsibility
by helping our customers
deliver their sustainable
projects efficiently and
successfully.

Kristian Fribo
Senior Sourcing Manager
STARK Group Sourcing

Our Products

PEFC working group for the review of the
PEFC forest standard through participation
in The Association of Products and Services
Trade ETU. Furthermore, Kristian Fribo,
Senior Sourcing Manager at STARK Group
Sourcing is a board member of FSC Denmark
in the economic chamber.

“As aleading supplier of building materials,
we have a responsibility to promote the
development of sustainable construction.
We apply this responsibility by helping our
customers deliver their sustainable projects
efficiently and successfully. In addition,
STARK spreads the knowledge of certified
products, through the training of our em-
ployees and by increasing the availability of
sustainable building materials, such as FSC
certified wood.

We are closely following developments in the
market, and we are constantly working to
make it easier for construction companies
to choose sustainable alternatives.” Kristian
Fribo, Senior Sourcing Manager, STARK
Group Sourcing.
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-I Ethical behaviour
and human rights

ETHICAL BEHAVIOUR
AND HUMAN RIGHTS

As a part of STARK Group's core values, we
are committed to operating under high eth-
ical standards supporting amongst others,
the Universal Declaration of Human Rights.

We acknowledge that the products we
source are available with the effort of a

vast number of people working within the
mining, forestry and manufacturing industry.
Therefore, we aim to source our products
taking into consideration ethical concerns
and human rights to support safe and decent
working conditions along the supply chain.

Our Code of Conduct is dedicated to helping
each of our employees and suppliers to live
the STARK Group values daily in all decisions
and interactions across the supply chain.
We expect our suppliers, contractors and
agents to adhere to our Code of Conduct and
to adopt similar standards.

We support a healthy
competitive environment

STARK Group Executive Committee and

the Board believes that competition is the
lifeblood on which our businesses thrive and
prosper, providing challenge, reward, and
the drive to grow and develop as our markets
change.

In the countries where we operate, govern-

ments have sought to protect and enshrine

the principles of competition through legis-
lation, recognising, as we do, the enormous
benefits that a healthy competitive environ-
ment can bring.

We welcome this and require all our compa-
nies to conduct their affairs in accordance
with applicable competition legislation. No
participation in anti-competitive practices,

agreements or behaviours can be justified or
excused.

To support this, all directors and manage-
ment of our Group companies have adopt-
ed and monitor appropriate competition
controls. To achieve the above, we require
the full co-operation of all our employees to
ensure compliance with applicable legis-
lation and to safeguard the competitive
environment, which serves us so well.

Zero tolerance towards fraud

Fraud undermines the fundamental STARK
Group values of acting with honesty and
integrity and complying with the appropriate
regulatory framework. In pursuit of these
values, all employees are always expected

to act following the STARK Group Code of
Conduct and in a way, which will not ad-

Our Products

versely affect the interests or good standing
of STARK Group, any group company or
themselves.

STARK Group is committed to the preven-
tion, detection and proper investigation of
fraud. STARK Group responds to all inci-
dents, seek to recover losses, take action
against those who perpetrate fraud and
reports incidents to the authorities, as
appropriate.

STARK Group is committed to complying
with anti-fraud and prevention of corrup-
tion laws and to ensuring that STARK Group
has an active and supportive compliance
program. All businesses within STARK Group
are committed to ensuring compliance with
the relevant laws and requlations of each
country in which they operate.
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-I Ethical behaviour
and human rights

Human rights

Both the United Nations Global Compact and
Universal Declaration of Human Rights have
been considered in determining the human
rights issues that are material to STARK
Group. These topics include anti-discrimina-
tion, ethics, health and safety.

These issues are managed through our
company policies and are regularly moni-
tored for compliance. Business partners and
suppliers are expected to conform to STARK
Group's Code of Conduct and are evaluated
through the ethical concerns element in

our Product integrity Process. Please refer
to the Health and safety and Diversity and
inclusion section under Our Operations for
further information.

Review and redistribution of
Code of Conduct

During FY19, the STARK Group Code of
Conduct has been reviewed and redistrib-
uted throughout the organisation. Our Code
of Conduct is issued in both a printed and

digital version in English, Danish, Finnish,
Swedish, Norwegian and Greenlandic. It will
be issued during FY20 for our German col-
leagues in our newly acquired business unit.

Our new Code of Conduct has been well re-
ceived in all business units ensuring that we
continue to build trust among our colleagues
and external stakeholders. Furthermore, it
has strengthened the ties between all em-
ployees regardless of the business unit, por-
traying that each employee has an important
role in the STARK Group family.

Our Products

CODE OF
CONDUCT

s responsibly

' OuR
VALUES
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ENVIRONMENTAL

EFFICIENCY

We aim to run efficient operations that
minimise waste and energy consumption,
reducing our carbon footprint and the
impacts of climate change. This is ensured
by establishing targets, monitoring and
reporting performance against these targets
under the motto “what we cannot measure,
we cannot manage”. We wish to support

the Paris Agreement towards a low carbon
economy.

Environmental efficiency supports our com-
mitment to ensure sustainable operations,
as well as to drive cost efficiency.

We strive for continuous improvement in
environmental performance by providing
guidance and training in all business oper-
ations to promote and support responsible
environmental performance at all levels of
the organisation as well as along the supply
chain.

Our environmental management system is
structured around the ISO 14001:2015 stand-
ard, and all Beijer Byggmaterial branches in
the Group are certified under this standard.

With an increasing awareness on environ-
mental sustainability, we can gain market
share by being a sustainable material suppli-
er and logistics partner.

We continuously strive to improve fuel
efficiency of our logistical system and in-
vestigate the possibilities to use our logis-
tical set-up to help our customers handle
materials such as waste and packaging to
support higher rates of reuse and recycling in
the supply chain.

To track STARK Group’s environmental
performance, all STARK Group Business units
bi-annually report the environmental impacts
that are most material to our direct opera-
tions. These are fuel consumption for trans-
port(goods and people), energy consumption
related to branch and office operations (elec-
tricity and heating) and waste generation.

STARK Group has five-year targets to reduce
these impacts. Each business unit has
targets for the reduction of carbon emissions
and waste to support the achievement of the
Group goals.

Performance at the end of FY19, three years
into the target period, is shown in the table
on next page. Details on the data provided
can be found in the “Basis of Reporting” doc-
ument on the STARK Group website.

Our Qperations

STARK GROUP 5-YEAR ENVIRONMENTAL TARGETS

(FY17-FY21)

Waste Branch and HQ operations

> 63%

v recycled
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waste reduction
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less carbon emissions

Transport

STARK
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2 Environmental
efficiency

Progress against targets

Three years into the 5-year target period,
our carbon footprint has decreased by 10%
compared to baseline 2016. We have reached
the FY21target level for CO2 emission from
buildings and equipment per million EUR
revenue, reducing consumption by 36%.

The reduction is primarily due to numerous
energy efficiency projects and the closure
of low performing branches across the
Nordics.

Most energy efficiency projects have in-
cluded transition from conventional lighting
to LED and improved efficiency ventilation
systems.

The COz emissions from transport have
however deteriorated by 6.5% compared

to the baseline. CO2 emissions from goods
transport are the data point with the highest
uncertainty, and thus lowest accuracy as
our outsourced transportation companies
cannot deliver actual fuel consumption data
related to STARK Group transportation.

Therefore, an assumption that 20% of the
total cost of outsourced transportation is
directly related to fuel cost is applied to
estimate the total fuel consumption.

During FY20 we will investigate if it is pos-
sible to use the newly implemented track
and trace systems to provide more accurate
data.

We have not been successful in reducing our
total waste amounts since baseline 2016 as
we continue to produce 6.2 ton of waste per
million EUR revenue.

Refurbishments are the main reason for
not reducing waste amounts. Furthermore,
the percentage of waste which is recycled
has remained flat since baseline 2016. One
reason is that waste companies in Finland
and Sweden are directing wood waste for
energy recovery instead of recycling, as
there is more wood waste available than is
demanded by producers of particleboards
and other secondary materials. We will be
working closely with our waste suppliers to
examine the possibilities for increasing the
recycling rate.

IMPACT

TOTAL STARK GROUP
CARBON EMISSION

CARBON EMISSIONS -

STARK GROUP PERFORMANCE

10.3% improvement
(13.7 tC02/mEUR revenue)

36% improvement

Our Qperations

PERFORMANCE RELATIVE

TO 5 YEAR TARGETS

Target level reached

BUILDINGS (3.9 tC02/mEUR revenue)

CARBON EMISSIONS - 6.5% deterioration Off Target

TRANSPORT (9.8 tCO2/mEUR revenue)

TOTAL WASTE 0% change Off Target
(6.2 t/mEUR revenue)

% OF TOTAL WASTE 2.7% deterioration Off Taget

RECYCLED from 53.9% t0 51.2%

Performance at the end of FY19, 3 years into the 5-year target period.

For environmental results throughout target period, please view the appendix.
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2 Environmental Our Operations

efficiency

Carbon emissions

The figure shows the relative contribution of each carbon

parameter to STARK Group’s total carbon emissions in Carbon emissions (% of total tCO2e)
FY19.

Fuel consumption for transport contributes the majority Electricity - n%
(71%) of our carbon emissions, of which goods transport

alone, represented 62%. Fuel for operations (heating/FLT) _ 17%

Roughly, half of the carbon emissions from buildings Goods transport _ 62%

and equipment originated from electricity consumption,

and just under a quarter from diesel, primarily used for People transport - 9%
forklift trucks (FLTs)and other diesel-powered equipment
(sweepers etc.). Businesstravel |1 1%

A general transition from diesel to electrical FLT’s and
other equipment isin progress. Thus, diesel consumption
is expected to decrease further during the 5-year target
period.
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efficiency

CASE

On-time deliveries improve
customer experience and fuel efficiency

STARK Group has implemented the Des- II We are working in a

cartes cloud-based route planning solution
in Finland and Sweden to bring more value to
the customers as they know when to expect
delivery. With route planning from Des-
cartes, STARK Group has optimised route
planning and at the same time providing
customers with more precise delivery slots.

The primary results of the implementation
of Descartes in STARK Group are that the
drivers have experienced better planning
making their work more efficient and cus-
tomer satisfaction has increased.

STARK Group was awarded B2B Award for
the best implementation of the Track &
Trace solution during the Descartes Europe-
an Routing and Mobile user seminar held in
Brussels in October 2019.

https://youtu.be/u34gPIliG80

highly competitive
market. To differentiate
STARK deliveries from
the competitors in the
market, we ensure that
our customers can
maximise the working
time and minimise
waiting time.

Per Rimkjaer

Transport Project Manager
STARK Group
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Recycled Recycled Legal requirement "Wastage'

) with income with reduced cost (cost) with cost
STARK Denmark has implemented a new

standard waste manual, signs for all waste
containers. A designated internal waste
consultant analyses waste data, sorting
solutions and costs for each branch and
makes an implementation plan for improve-
ments.

Blandet trae Braendbart

Furthermore, the waste consultant has

. . P Emballagetrse Super Wood Rest affald
investigated possibilities for reuse and recy- spanplader  Malettrze Flamingo
Gulve (m/ulak)  Dere Pap fra fyrvaerkeri

cling and implemented various alternatives,
such as the collaboration to reduce wood
waste from single-use pallets.

MDF 0SB plader
Bordplader Krydsfiner

M3 indeholde mindre maengder
klistermaerker og tape

Flydende affald skal afleveres i
lukkede emballager

The waste consultant has during FY19 visit- Containeren skal atid vaere lukket

ed all sites with positive results. Total waste
amounts have been reduced by 9% and the

percentage recycled has increased to 68%.

Furthermore, costs for waste handling have
decreased by 10%.

Waste sorting is beneficial
to both the environment and
STARK Denmarks'bottom line.

Stig Skov Andersen
Facility Project Manager
STARK Denmark
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2 Health
and safety

HEALTH
AND SAFETY

Health and safety are key priorities for
STARK Group, whether it involves our
employees, customers or the communities
in which our businesses operate. We aim to
create an accident-free workplace, and we
are committed to continuous improvement
in health, safety and well-being throughout
our operations.

Health and Safety management
system

We maintain an occupational health and
safety management system to ensure full
compliance with legislation and our Group
policies. Our system is structured around
the ISO 45001:2018 standard, implying that
all locations follow Group-wide HS instruc-
tions, procedures, training specifications,
self-inspections, Group internal audits and
performance reporting to the Executive
Committee. This ensures an equally high lev-
el of health and safety performance through-
out the Group.

Our health and safety management frame-
work and controls are structured to address
health and safety risks and opportunities,

as well as customer expectations and
compliance requirements. During FY19 two
branches in STARK Denmark have undertak-
en the transition from OHSAS 18001:2007

to become certified according to the ISO
45001:2018 standard.

Accident and Incident reporting

All STARK Group Business Units monthly re-
port on two key performance indicators; the
number of injuries and the resulting number
of lost workdays.

STARK Group has annual targets to reduce
these parameters. Health and Safety perfor-
mance at the end of FY19, as well as targets,
are shown in the table. There was a slight
improvement in the total number of report-
able injuries from FY17 to FY18, and from
FY18 to FY19, however, the lost workday rate
has increased due to more severe injuries.
This has initiated several local processes to
ensure a safe and healthy environment.

As benchmark to the STARK Group injury
rate at 0.82 by the end of fiscal year 2019,
the European industry level was 1.7 injuries
per 100,000 workhours in 20174,

Our Qperations

Throughout STARK Group, we have a
thorough process for accident and inci-
dent investigation to ensure focus on root

cause analysis. Thisis inevitable in order
to implement both effective corrective and
preventative actions.

H&S PARAMETER STARK GROUP PERFORMANCE PERFORMANCE RELATIVE
TO FY18 TARGETS

TOTAL # OF REPORTABLE | 89 N/A

INJURIES (15% improved)

INJURY RATE* 0.82 On Target (0.86)

(1.2% improvement)

LOST WORKDAY RATE** 6.36
(37.7% deterioration)

0ff Taget (4.8)

Health and Safety Performance FY18.

*Number of injuries per 100,000 worked hours as a 12-month rolling average (01-08-2018 - 31-07-2019),
** Number of lost workdays related to injuries per 100,000 worked hours (01-08-2018 - 31-07-2019).

For health and safety results for the past reporting periods, please view the appendix.

(4] https://www.bls.gov/iif/oshsum.htm#17Summary_Tables, Table 1- Incidence rates - detailed industry level - 2017;
Total recordable cases for Industry: Trade, transportation, and utilities
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CASE

STARK Finland has during FY19 implemented
a process for near-miss reporting with a
local target to reach 1,000 near-miss reports
per year. This target has been implement-
ed to show all employees that reporting of
near-misses is important so that actions can
be taken before an unsafe situation poten-
tially develops into an actual accident.

Furthermore, accidents, incidents and
health and safety issues are prioritised on
all management meeting agendas to ensure
focus and commitment.

STARK Finland’s H&S initiatives have re-
sulted in impressive improvements of both
Injury Rate and Lost Workday Rate by 45%
and 51% respectively.
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2 Health
and safety

Internal Branch Audit

To ensure a high common standard of
customer and employee health and safe-

ty, as well as to ensure the best customer
experience, internal audits are conducted in
all stores at least once a year.

STARK Group internal audits assess compli-
ance with legal requirements and internal
processes, covering health and safety,
customer, financial and staff issues.

Audit results are reviewed monthly by man-
agement to ensure rectification of noncon-
formities and continual improvement within
the audit focus areas. Branch audits have
proven to be an important management tool
to assess operational performance.

During FY19 STARK Denmark has implement-
ed a digital self-inspection tool which will be
rolled out to all business units during FY20.

“

Our Operations




2 Health
and safety

CASE

Implementation of the
Self-inspection Tool

"The team leaders actively use the self-in-
spection checklist tool to make a weekly
evaluation of the branch, looking critically at
safety and housekeeping, to safequard that
everyone has a safe workplace.

The self-inspection has clearly helped to
ensure a high standard, especially in our
warehouse. The staff take ownership of the
process and are proud of a workplace that
looks sales-ready, safe and tidy.

The self-inspection tool has made us priori-
tise a trip around in the branch with a critical
view and the digital systems ensures that we
remember to follow-up on any non-conform-
ities found along the way ". Jergen Schmidt
Jensen, Logistical Manager STARK
Denmark, Roskilde @ & C.

Our Qperations

II The self-inspection has clearly
helped to ensure a high standard,
especially in our warehouse.

The staff take ownership of the
process and are proud of a work-

place that looks sales-ready, safe

and tidy.
Jorgen Schmidt Jensen

Logistical Manager STARK Denmark
Roskilde @ & C.
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EMPLOYEE
ENGAGEMENT

The engagement level amongst our people
is crucial for delivering on our strategic
goals and maintaining customer loyalty and
the overall sustainability of the business.
Our teams in sales, branches, logistics and
distribution centres are the local face of
our business. Their relationships with both
large and small customers are critical to our
success, and their expert knowledge makes
them a key part of our customers’ workday.

We have carried out an engagement survey
in all business units in November 2018.
Challenges, root causes and improvements
have been identified, and action plans

to implement improvements have been
initiated locally, regionally and nationally.
During the past year, employee engagement
(satisfaction & motivation) survey score was
measured at 74, which is slightly higher than
last year and significantly higher than the in-
dustry average of 69. Furthermore, the par-
ticipation rate was 89,3% of total employees
-anincrease of 10 % points compared to the
previous year.

The average seniority within STARK Group
is 9 years and 7 months, showing a high level
of loyalty.

i

1} #ﬂ‘.@“ ’

Our Operations

B
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DIVERSITY

AND INCLUSION

At STARK Group, we are convinced that our
continued success relies on the different
skills, experiences and backgrounds that
our employees bring to their roles. We are
convinced that diversity and inclusion have
a positive impact on our performance, our
products, the relationships to our suppliers
and the environment wherein our employees
thrive.

Our workforce reflects the increasing
diversity of the greater community. There-
fore, our efforts to understand, appreciate
and incorporate differences are becoming
increasingly important all the time.

As a workplace, we ensure equal treatment
and opportunities for all employees. We
take pride in belonging to a community that
comprises different genders, ages, ethnici-
ties, disabilities, sexual orientations, faiths
and religions.

Women make up half the world’s population -
too much talent is wasted if we do not focus
on getting this major talent pool involved in
our business and at management levels.

51 The gender distribution in the STARK Denmark A/S Board
is equally one woman out of three board members (33%).

While our sector remains male-dominated,
we are starting to see greater female partic-
ipation at each level in our business. 22% of
our employees are women, and women hold
14% of management positions. Our Execu-
tive Committee consists of 33% women (4
out of 11). At STARK Group the management
team’s gender balance is 50/50.

We continuously work to improve the gender
balance of the company.

«  Ourtargetistokeep alevel of 30% of
women in the top management teams.

. In the local Business Unit Management
teams, we also strive for a share of 30%
women.

+  The customer base of our business and
industry is mainly male, but we want to
have a more diverse workforce. We will
therefore also work towards more gen-
der balance in our entire organisation.

To reach our target, we have initiated the
following actions:

. Monitor our recruitment process and
make yearly employee engagement
surveys

Bord of directors

Group Management

Executive Committee

Management positions

Allemployees

Female
Male

«  Always present an equal amount of male
and female candidates to any given role

«  Offer mentorship for women who wants
to make a career

We will ensure that discussions among our
board of directors include multiple perspec-
tives on business, the industry in general,
our people and leadership. The board also
aspires to be diverse, while still reflecting

Our Qperations

our customer base. By focusing on getting
more women in management positions - our
goal is to grow the pool of female talent. In
the STARK Group A/S Board of Directors,
there is one woman out of three board mem-
bers(33%).
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ZD Diversity
and inclusion

CASE

Seren P. Olesen, CEO of STARK Group,
does not see gender - only competencies

Seren P. Olesen does not understand the reason why there

is not more competition for female candidates for leader-
ship positions. Without them, companies are renouncing
half of the talent pool.

“Based on my experience, age, nationality, gender, industry

experience and other backgrounds are not impediments
to good leadership - to the contrary, these factors create
diversity, which leads to better decisions. Our discussions
are more holistic and reflect the market and trends in
which we operate,” says Sgren P. Olesen.

He has appointed CFO Sisse Fjelsted Rasmussen, Britta
K. Stenholt as CEO of STARK Denmark and Lene Groth as
HR Director and believes that a more diverse executive
team makes better decisions. Better decision-making in
the STARK Group management has led to higher revenue,
expansion of stores, greater customer satisfaction and
better results in employee surveys.

Summary of an article featured in DI Business in December 2018.

II When recruiting candidates,

it is vital to make a virtue

of looking beyond your own
biases and background. You
risk being governed by these
things and thereby missing

out on the perfect candidate.

Soren P. Olesen
CEO
STARK Group

Our Qperations

Neermarked Karing Julequiz !
Uopdaget 18 regionale Vinder karet
potentiale vindere far og nye

i Polen DI’sinitiativpris | sporgsmal klar

|
*\‘ )

/ Dlrektprerne Slsse Fjeldsted Rasmussen)
Lene Groth og Brltta K.'Stenholt har aget
dwersﬂpten ile
koncerpensibe
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2E Competence
development

COMPETENCE

DEVELOPMENT

Employee training and competence develop-
ment is an ongoing activity in STARK Group.
Training is a mix of supervised practising in
our stores, training classes and courses, and
e-learning programs undertaken through the
STARK Group cooperate e-learning system.

All Business Units have an extensive on-
boarding program to help new employees
understand their tasks and company pro-
cesses, as well as to become an integrated
part of the corporate culture. Health, safety
and sustainability issues make up a signif-
icant part of the onboarding program, as
these issues support our corporate values
and are key contributors to our long-term
success.

During FY19, we have developed a new
leadership development platform across

our business units. The leadership develop-
ment platform primarily focuses on branch
managers, since this target group have the
most significant impact on our performance,
employee welfare and satisfaction, consti-
tuting prime importance to have top-moti-
vated, top-educated, top-trained leaders in
these positions.

We believe that our branch managers and
their leadership are decisive for our suc-
cess. Therefore, we have designed and will
launch a branch manager program to help us
succeed with the strategy through leader-
ship. We call it the Leadership Development
Platform (LDP).

The purpose of the platform is to make sure
we have top trained, motivated and skilled
Branch Managers at all time who deliver on
our business strategy through leadership
and change management. Furthermore, it
is of prime importance that the leadership
platform will inspire to increase knowledge
and good practice sharing across all our
business units.

Our QOperations

LEADERSHIP MODEL

qo—f? DRIVING
| RESULTS
LEADING =

THE WAY OUR VALUES

We act with decency
We strive for continuous improvement
We value our people

352 INSPIRING
000 PEOPLE
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towards a more sustainable future




3 Promotion of
sustainable products

PROMOTION OF

SUSTAINABLE PRODUCTS

To address the global challenges including
climate change, the increasing consumption
and disposal of resources and the depletion
of nature and biodiversity STARK Group is
constantly looking for sustainable alterna-
tivesin all product categories to support and
promote the distribution of sustainable and
eco-labelled products, support the develop-
ment of sustainable construction and make
it easier for our customers to make informed
choices.

Sustainable construction reduces resource
and energy consumption, provides better
indoor climate, offer lower costs for the
long-term building owner and increase
circularity. For these reasons, thereis an
increasing demand for sustainable products
and a growing market potential for STARK
Group.

We support and encourage sustainable
construction and increased circularity in the
construction industry by offering a relevant
assortment of eco-labelled products that
continuously meet market expectations and
follow product development.

Furthermore, we ensure commercially rele-
vant product knowledge within sustainable
alternatives to become the preferred part-
ner for sustainable construction. We ensure
correct and efficient product documen-
tation for our customers and support our
customers need for increased environmen-
tal information regarding product impact
throughout the lifecycle.

As with all new tendencies, sustainable con-
struction requires craftsmen, architects and
developers to have knowledge of sustainable
building standards and available products.

One of the largest barriers towards sustain-
able construction is the lack of knowledge
of sustainable alternatives. STARK Group
aims to reduce this barrier for sustainable
development by spreading the knowledge of
sustainable products in-store and through
customer educative events.

The construction industry
accounts for 1/ § of waste

production

The majority of building
materials originate directly
from natural resources

ion 50 %
The construction industry comsumes o of
European resource extraction

We spend 90 %

of time indoors

o
Buildings account for L|' 0 A) of total
energy consumption




3 Promotion of
sustainable products

STARK Group aims to make it easier for

our customers to make educated choices
by providing relevant information illustrat-
ing what the various product labels stand
for and which product labels to look for to
ensure a healthy indoor climate, lower envi-
ronmental impacts and lower occupational
health risks for craftsmen.

The educational material has enabled our
customers to make informed choices when
choosing within our assortment of building
materials.

Furthermore, we have received positive
feedback from our customers that increased
information regarding sustainability has giv-
en them improved sales arguments towards
their customers (the end-users) for using for
example low emission materials which en-
sure a healthier indoor climate or products
with a lower carbon footprint.

Look for the following eco-labels for the
most sustainable alternatives:

ECO-LABELS SUPPORTED
BY STARK GROUP

Our Market

Timber and timerbased products Clothing and footwear All product types

% CERTIFIED
l )

Tested for harmful substances
according fo Oeko-Tex® Standard 100 cradletocradle
00000000 Institute

THIRD-PARTY VERIFIED

S e @%‘”%
g ////% Y= \ wl/Eéy < M1 2
. \B¥ o g
wyy | Sl G gy, o

STARK DENMARK
STARK FINLAND
BEIJER BYGGMATERIAL
NEUMANN BYGG

FSC®-C004720

FSC®-C118054

Institut Bauen
und Umwelt eV.

®

PEFC/09-31-026
PEFC/02-31-194
PEFC/05-37-215
PEFC/03-31-41
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3 Promotion of
sustainable products

CASE

Beijer Byggmaterial contributed to increased sus-
tainability in Leed Platinum certified Skanska project

Sustainability is not philanthropy. Taking
responsibility for a sustainable future is good
business. That is what Alexandra Rosenqvist,
Environment and Sustainability Manager at
Beijer Byggmaterial, says.

Alexandra believes that the role of a builder’s
merchant in the sustainability agenda is be-
coming increasingly important. “We are often
forgotten in the sustainability discussions,
even though we have a big impact on the
builders’ final decisions,” she says.

“Our slogan is that we build those that build.
This means that we also build those who build
sustainable” says Alexandra, giving exam-
ples. Among other things, it was Beijer that
delivered 2,500 m?2 of recyclable ROCKWOOL
insulation to the Solna United office building
in Stockholm built by Skanska, which aims to
achieve LEED Platinum.

“Solna United shows how important it is to
work together to achieve different environ-
mental targets. This is about getting accu-
rate, up-to-date information from the produc-
ers, but it is also about our salespeople telling
the contractor that there are sustainable
solutions that can help them achieve the
requirements, set out by the certification

schemes so that the clients, in the end, can
make the best decision”, says Alexandra.

She says that more and more customers are
demanding circular solutions. She believes
that this is due to stricter guidelines from
the clients, for example, municipalities and
real estate companies, but she also believes
that the legislative proposals on tougher
guidelines for waste management in the
construction industry will have an impact.
Recycling is an important part of circular
solutions, together with other factors such
as smart logistics solutions and special
measures that can reduce waste.

"We see a clear increase in the number of
projects with environmental certifications
and of course it is something that affects
both our customers and us as builders' mer-
chants,” says Alexandra. “Sustainability has
become a hygiene factor that we must relate
toin order to survive in the long term. At the
same time, it is important to be realistic and
realise that there are many decisive factors
when it comes to making customers priori-
tise sustainability in their choice of building
materials. The products must be commer-
cially viable. Here, the client has tremendous
power” concludes Alexandra.

Our Market
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3 Promotion of
sustainable products

CASE

Low emission rental equipment

STARK Rental focuses on battery-driven
equipment, which reduces noise pollution
and does not emit dangerous gases and
particles whenin use. STARKs assortment
of low emission rental equipment currently
includes crew lifts, chainsaws, loaders,
dumpers and plate vibrators.

In line with the increasing demand for
sustainable solutions, STARK is commit-
ted to investing in additional low emission
equipment.

“"We want to take the lead in making our ser-
vice greener for the health of craftsmen and
the benefit of the environment”, says Henrik
Hjorth Osbaeck, Head of Rental in STARK,
Denmark.

Our sustainable focus on rentals has
received positive feedback. STARK Rental
was invited to a conference to discuss how
the municipality of Copenhagen can reach
its goal of becoming COz neutral by 2025
including the potential for CO2 neutral con-
struction sites.

The sustainable focus in STARK rental also
includes testing the use of more environ-
mentally friendly HVO diesel in our conven-
tional fuel-driven equipment, as well as
optimising delivery logistics.

“We find that those who use our bat-
tery-driven machines are very excited. Our
customers can work quietly without harmful
emissions, and without the risk of fuel leak-
age when refuelling.

Construction site neighbours also avoid
noise pollution, which means that con-
struction work can be carried out for longer
periods. Therefore, our customers are expe-
riencing that it also pays off financially to go
green”, Henrik Hjorth Osbaeck explains.

II We want to take the lead in
making our service greener for
the health of craftsmen and the
benefit of the environment.

Henrik Hjorth Osbasck

Head of Rental
STARK Denmark

Sammen bygger vi professionalt

.~ UDLEJNING TIL DEM,
DER KAN DERES HANDV/ERK.

Our Market
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3B Educative partner
and corporate citizen

EDUCATIVE PARTNER
AND CORPORATE CITIZEN

Partnerships for common goals

Our businesses seek to be contributing
members of the communities in which we
operate. Where commercially relevant, we
are active in sustainability networks and
open to collaborating in partnerships that
promote sustainability and circularity - to
remain the partner we want to be to our
customers.

During FY19 STARK DK has entered various
partnerships including the circular partner-
ship GENTRZ (case described page 44),
participating in Circle House Lab, a partner-
ship between 80 companies in the Danish
building industry, and working with a waste
recycling plant to ensure recycling of mate-
rials at the highest possible level.

Removing barriers

According to the annual STARK Denmark
sustainability customer questionnaire, one
of the largest barriers towards increased
sustainability in the construction industry
is craftsmen’s lack of knowledge of sustain-
able alternatives and requirements (case
description page 45).

STARK Group aims to reduce this barrier

for sustainable development by spreading
the knowledge of sustainable alternatives
in-store and through customer educative
events. Furthermore, STARK has participat-
ed in the development of a quide for crafts-
men including five principles for choosing
sustainable building materials (case descrip-
tion page 46)

Active corporate citizen

Furthermore, we wish to be net positive

as an active corporate citizen supporting
social sustainability in our local communi-
ties. We aim to be an educative corporate
citizen participating in educative events for
young craftsmen, participating in non-profit
organisations within our industry and by
participating in a wide range of debates and
workshops to promote sustainability.

During FY19, STARK BU's have participated in
numerous social activities amongst others,
STARK Finland participated in the “Give a
chance” campaign in collaboration with the
Hope Foundation to support social equality
amongst children (case description page 47).
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CASE

Circular partnership: GENTRA - Introducing
reused building materials in the largescale retail sale

ll We need simple -

solutions like

GENTRA tomake | i o
reuse a reality on

building sites. -.'

David Flach-Jdensen
Project Manager

GENTRAZ is a concept which enables timber The concept is a partnership between

from temporary construction measures at STARK, Solum A/S (Danish waste manage-

building sites, such as toe boards, guard-
rails etc., to avoid ending as combustible
construction waste and instead be checked,
packed and resold in STARK Denmark as

an alternative to new timber products.
GENTRZ aims to save up to 50,000 tons of
temporary construction timber from incin-
eration annually.

GENTRZ aims to contribute to a paradigm
shift towards increased circularity in the
building sector. By making reused building
materials available alongside conventional
building materials, they can become an at-
tractive and natural choice for constructors
and craftsmen.

ment company), and Golder Associates A/S

(environmental consultant). The partnership
won Realdanias Circular Construction Chal-

lenge and a prize of €130,000 to support the
development.

The GENTR/A concept has been tested by
five market-leading contractors, including
NCC, Enemeaerke & Petersen, and J Jensen,
all of which are collecting reusable timber at
building sites. The feedback from contrac-
tors has been positive. They experience
GENTRZ as both an environmentally and
economically attractive solution.

\
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3B Educative partner
and corporate citizen

CASE

Customer questionnaire
about sustainability

In September 2018, STARK Denmark con-
ducted Denmark's largest single study on
sustainability among craftsmen. It is made
among a total of 1,843 professional crafts-
men from all over the country.

STARK Denmark CEO Britta K. Stenholt
explains "With the survey, we want to give

a current insight into how reality actually
looks, from the point of view of small and
medium-sized craft companies. In this way,
we can more easily identify challenges and
opportunities, so that together we can find
the solutions that are needed to create sus-
tainable development that benefits all parts
of the value chain.”

STARK Denmarks' study asks, among other
things, whether the craftsmen are willing

to pay extra for sustainable solutions, what
channels they use to keep up to date, how
they experience demand from the developer
site, and what they generally think about
sustainability. And when compared to last
year's survey, there has been a significant
development in the craftsmen'’s overall atti-
tude towards sustainability.

More than 60 per cent favourably voted

for sustainability in construction, while in
2017 it was just 35 per cent. There are many
reasons for this, but among other things
STARK's increased focus on the importance
of communicating about sustainability at
eye level could be a determining factor.

Britta explains “One of the biggest barri-

ers for craftsmen is the lack of knowledge
about sustainability. Therefore, rules and
requirements must be disseminated so that
they make sense on the construction sites,
and it should generally be easier to build
sustainably. In other words, we will continue
to focus on how we can make sustainability
more accessible and less difficult for our
customers.”

ll We will continue to focus on how
we can make sustainability more
accessible and less difficult for
our craftsmen.

Britta K. Stenholt
CEO
STARK Denmark

SustainabiliE

Our Market
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CASE

Guide for our craftsmen to help
them build with a sustainable focus

STARK Group has participated in the development of the guide “Vaelg
Baeredygtigt”(in English “Choose sustainably”) aimed specifically at crafts-
men and customer advisers in builders’ merchants.

The quide presents five simple principles for choosing more sustainable
materials and demonstrates that choosing sustainable building materi-
als does not have to be difficult or expensive. The guide aims to inspire
craftsmen to make more conscious and sustainable choices and to
increase awareness of sustainability in the built environment.

The five principles for choosing sustainable building materials include:

Be resource efficient - in production, construction and operation
Create good indoor climate - acoustics, light and air

Build to enable remodelling - use flexible solutions

Build durable - select materials the suit the purpose

Look for documentation - eco-labels and environmental declarations

N

www.vaelgbaeredygtigt.dk

Guide til
baeredygtige
materialevalg

VELG
B/ERE-
DYGTIGT

- for mennesker, miljg & skonomi

Our Market

principper|for valg af
bzeredygtige byggematerjaler

Spar pa ressourcerne
- i produktion, opferelse og drift

Skab godt indeklima
- lyd, lys og luft

Byg til ombyggelighed

- anvend fleksible lesninger

Byg holdbart

- velg materialer til formalet

Kig efter dokumentation
- miljemaerker og deklarationer

Sustainability Report 2019
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CASE

The “Give a Chance” campaign brought
hundreds of children hobby equipment

About one in eight children and adolescents
in Finland live in a deprived family with no
access to suitable sports or hobby equip-
ment.

STARK Finland has participated in the “Anna
mahdollisuus” (“Give a Chance”) charity
campaign together with the Hope Founda-
tion, by establishing collection boxes, where
customers could donate sports and hobby
equipment to children from low-income
families.

The campaign focuses on bringing the joy of
exercise to those for whom it is not eco-
nomically feasible, and to reduce inequality
and exclusion. During the collection period
in August 2019, an average of one donation
pallet was collected per store plus 15 extra
boxes of hobby equipment.

The campaign was also noticed by a local
contractor in STARK Kuopio, who on the side
of his primary job, also had a company leas-
ing sports equipment. However, due to lack

of time to dedicate to this business, the local
contractor contacted the Branch Manager,
and with the support of STARK Kuopio and
Hope, he donated all sports equipment to lo-
cal underprivileged children. This significant
donation is enough to provide all 190 families
and 450 children in Hope Kuopio's register
for the upcoming winter.

“l wish people all the best. Children, no
doubt, have far more opportunities when
they, regardless of their family’s financial
situation, have a possibility for a hob-

by. So, let’s help - no one should be left
alone. Well-being and social relationships
strengthen the children’s lives”, the contrac-
tor sums up.

Hope Foundation has been founded for
giving children more equal opportunities

in their daily lives. They are a politically and
religiously non-affiliated organisation and
they operate through 20 local actors across
Finland.

Our Market
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SUPPORTING
THE SUSTAINABLE
DEVELOPMENT GOALS

Initial identification of STARK Group's potential to impact the SDGs
is shown in the figure. The figure reveals the SDGs and targets in
order of priority based on where STARK Group has the greatest
potential to make a sustainable difference by supporting sustaina-
ble development goals.

The SDG assessment performed on STARK Group's direct impact
using the UN Sustainable Development Goals self-assessment
tool, SDG Lens (DNV GL) highlights that STARK Group directly sup-
ports eight of the 17 development goals.

Sustainable Development Goals

POTENTIAL NEGATIVE IMPACT POTENTIAL POSITIVE IMPACT

8 DECENT WORK AND
ECONOMIC GROWTH

o

10 Seauimes

QUALITY
EDUCATION

3 En.
L 4

)\

SDG assessment using the UN Sustainable Development Goals self-assessment tool, SOG Lens (DNV GL)
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Sustainable Development Goals

In STARK Group, we have chosen to fo- NO ZERO GOOD HEALTH QUALITY GENDER CLEAN WATER
cus our main efforts on goals #15 and #12 POVERTY HUNGER AND WELL-BEING EDUCATION EQUALITY AND SANITATION

concerning “Life on land” and “Responsible S oo O a
consumption and production” respectively. Mﬁi‘w ™) |!!| l

As a leading supplier of building materials,

primarily originating directly from natural
resources (WOOd, stone, sand’ meta|' 0||) AFFORDABLE AND DEGENT WORK AND INDUSTRY, INNOVATION 10 REDUGED 1 SUSTAINABLE CITIES 12 RESPONSIBLE

. , . GLEAN ENERGY ECONOMIC GROWTH AND INFRASTRUGTURE INEQUALITIES AND COMMUNITIES CONSUMPTION
sustainable use of the earth's resources is

AND PRODUCTION
a necessity for securing materials in the \\ : ’, :

supply chain in the future. These two goals @ "| 4 — } A - ‘ N ’
support our core tasks which is why we A 4 g | E
believe we can have the biggest impact by
focusing on them. However, throughout our 13 o 14 Lreson 15 i 16 foiccsce [l 17 uanirsies 'R
business operations and supply chain we ACTION WATER ON LAND AND STRONG FOR THE GOALS .5‘ ';‘
support a wide range of the remaining 15 -~ INSTITUTIONS

- -
goals as described in our framework. @ o i "‘l“~
: THE GLOBAL GOALS

- For Sustainable Development
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GOAL #15
LIFE ON LAND

Protect, restore and promote sus-
tainable use of terrestrial ecosys-
tems, sustainably manage forests,
combat desertification, and halt and
reverse land degradation and halt
biodiversity loss.

All STARK Group Business units are FSC®
and/or PEFC™ certified. These efforts are
driven by the STARK Group Responsible
Timber Policy and primarily support SDG #15
(15.1,15.2, 15.b). Although supporting FSC
and PEFC primarily supports goal #15, an
array of other goals are supported simulta-
neously at a local level.

STARK Group is active in both the FSC and
PEFC organisations having representatives
in the Danish FSC board of directors and the
Finnish PEFC working group for review of
the new forest management standard.

SDG TARGETS SELECTION OF STARK GROUP SUPPORTING ACTIVITIES

15.1 By 2020, ensure the conservation, restoration and sustaina-
ble use of terrestrial and inland freshwater ecosystems and
their services, in particular forests, wetlands, mountains
and drylands, in line with obligations under international

Sustainable Development Goals

15 o

All STARK Group Business units are FSC® and/or PEFC™ certified and follow the Group
Responsible Timber Sourcing Policy, including targets for increasing percentage of
timber and timber products certified.

agreements. All timber and timber products sourced from suppliers outside the EU undergo
third-party vendor due diligence to ensure that timber is legally harvested and traded.
15.2 By 2020, promote the implementation of sustainable man- 100% of all tropical hardwood products sourced by STARK Group are FSC certified.

agement of all types of forests, halt deforestation, restore
degraded forests and substantially increase afforestation
and reforestation globally.

Sourcing of hardwood species from high-risk countries is prohibited within STARK
Group.

15.5 Take urgent and significant action to reduce the degradation
of natural habitats, halt the loss of biodiversity and, by 2020,
protect and prevent the extinction of threatened species.

Responsible Timber Sourcing Policy including a target for increasing percentage of
timber and timber products sold certified.

Tempered hardwood products traded in STARK Group must be FSC or PEFC certified
unless they originate from low-risk countries.

15.B Mobilise significant resources from all sources and at all
levels to finance sustainable forest management, and pro-
vide adequate incentives to developing countries to advance
sustainable forest management, including for conservation
and reforestation.

All STARK Group Business units are FSC and/or PEFC certified and follow the Group
Responsible Timber Sourcing Policy, including targets for increasing percentage of
timber and timber products certified.

Sustainability Report 2019 |
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Sustainable Development Goals

GOAL #12 PRt

AND PRODUCTION

RESPONSIBLE CONSUMPTION
AND PRODUCTION

Ensure sustainable consumption and SDG TARGETS SELECTION OF STARK GROUP SUPPORTING ACTIVITIES
production patterns.

12.2 By 2030, achieve sustainable management and efficient use | Continuous improvements of our systematic Group health, safety and environmental
of natural resources. management system (according to IS0 45001 and ISO 14001) to ensure safe, healthy and
resource-efficient operations across the supply chain.

STARK Group business units actively pro-
mote sustainable construction products in Ensure customer access to available Environmental Product Declarations.
order to reduce hazardous substances, im-
prove indoor climate, and to promote reuse
and circularity of materials. STARK Group
engage in relevant partnerships to support 12.4 By 2020, achieve environmentally sound management of Promotion of sustainable construction products, reducing hazardous substances and
circularity in the building industry and help chemigals and a'II wastes throughout th'eir.li'fe cycle following | improving indoor climate and recyclability.

agreed international frameworks and significantly reduce

brerg sustainable alternatives to pUb.“C their release to air, water and soil to minimise their adverse
notice through product documentation and impacts on human health and the environment.

in-store information.

Actively engage in relevant partnerships to support circularity in the building industry.

) 12.5 By 2030, substantially reduce waste generation through Actively engage in relevant partnerships to support circularity in the building industry.

STARK Group supports sustainable con- prevention, reduction, recycling and reuse.
struction by ensuring relevant materials Waste reduction and recycling targets.
are available in assortment to fulfil relevant
building standard requirements, including 12.8 By 2030, ensure that people everywhere have the relevant Help bring sustainable alternatives to public notice through product documentation
available documentation. Local business information and awareness for sustainable development and | and in-store information.
units support national Green Building Coun- I|festylfes in harmony with n'ature incentives to developing . . o o , ) ‘

ils th h bership (i.e. STARK DK) countries to advance sustainable forest management, Collaboration with trade organisations, politicians, NGO's to develop information mate-
clls through membershipi.e. including for conservation and reforestation. rial regarding sustainable building materials and choices.

and thereby an array of other sustainable
development goals as shown in the info-
graphic from World Green Building Council
on next page.
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Green buildings
can improve
people’s health
& wellbeing

GOOD HEALTH
AND WELL-BEING

WORLD
GREEN
BUILDING
COUNCIL

SUSTAINABLE
DEVELOPMENT

G :‘IL’ALS

Green building
design can spur
innovation &
contribute to
climate resilient
infrastructure

Building green
infrastructure
creates jobs &
boosts the
economy

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

DECENT WORK AND
ECONOMIC GROWTH

Green buildings
are the fabric of
sustainable
communities &
cities

11 SUSTAINABLE CITIES
ANDCOMMUNITIES

Green buildings
use ‘circular’
principles,
where
resources
aren't wasted

Green buildings
produce fewer
emissions,
helping to
combat climate
change

1 RESPONSIBLE 13 CLIMATE

ACTION

<

CONSUMPTION
AND PRODUCTION

Green buildings
can improve
biodiversity,
save water
resources &
help to protect
forests

building green
we create
strong, global
partnerships

PARTNERSHIPS

1 LIFE 1
ON LAND FORTHE GOALS
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PROGRESS

SUSTAINABILITY

PROGRAMMES

HOW WE MEASURE

Appendix

PROGRESS FY19

@

OUR
PRODUCTS

Product quality
and integrity

Product Integrity evaluation

100% of contracts entered during FY19 have undergone and passed the product integrity evaluation.
Onsite supplier audits at five suppliers located in high-risk areas.

Responsible sourcing

Product Integrity evaluation

Passed EUTR re-evaluation by The Danish Environmental Protection Agency.

Ethical behaviour
and human rights

Product Integrity evaluation

100% of contracts entered during FY19 have undergone and passed the product integrity evaluation.
STARK Group Code of Conduct has been reviewed and redistributed throughout the organisation.

€"‘i’

g0

OUR
OPERATIONS

Environmental efficiency

COze emissions from buildings and equipment
COze emissions from transport

Waste production

% waste recycled

36% improvement (3.9 tCO2/mEUR revenue)
6.5% deterioration (9.8 tCO2/mEUR revenue)
0% change (6.2 t/mEUR revenue)

2.7% deterioration from 53.9 to 51.2%

Health and safety

Injury rate
Lost workday rate

0.82(1.2% improvement)
6.36(37.7% deterioration)

Employee engagement

Engagement survey score
Survey participation rate
Employee seniority

Th
89.3%
9 years and 7 months

Diversity and inclusion

% women: Executive committee
% women: Senior leadership
% women: Total employees

33%
14%
22%

Competence development

Development and appraisal talks

Engagement survey

96.6% of branches have conducted and registered Development & Appraisal talks satisfactorily (Measured
during branch audits).
Completed for FY19

¢
OUR
MARKET

Promoting sustainable
products

% FSC and PEFC certified wood in assortment
and sold (STARK DK)

STARK DK: Tripled the number of FSC or PEFC certified timber and timber-based item numbers sold. 75% of
all STARK Denmark timber and timber-based SKU's are FSC or PEFC certified representing 76 % of total timber
and timber-based sales.

Educative partner
and corporate citizen

Engagement and partnerships with NGO's, edu-
cational institutions etc.
Educative events

A sample of cases are described in the report
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PROGRESS

PROGRESS TOWARDS
ENVIRONMENTAL TARGETS FY16-FY19

COz2e emissions from buildings and
equipment (tCO2/mEUR revenue)

TARGET 5.4
FY16 FY17 FY18 FY19
Waste production
(t/mEUR revenue)
7.4
--- TARGET5.77

FY16 FY17 FY18 FY18

CO2e emissions from transport
(tCO2/mEUR revenue)

9.7 10.1 9.8

--- TARGET 8.65

FY16 FY17 FY18 FY19

% waste recycled

-------------------------------------- TARGET 63

FY16 FY17 FY18 FY19

Appendix

PROGRESS TOWARDS
HEALTH AND SAFETY TARGETS FY16-FY19

Injury rate
(per 100,000 hrs)

FY16 FY17 FY18 FY19

Lost workday rate
(per 100,000 hrs)

FY16 FY17 FY18 FY18
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THER WE CAN BUILD
JORE SUSTAINABLE TOMORROW

Feedb:

le welcome views on our sustainability efforts and feedback on
this report from all our stakeholders. Please send your feedback to
“sustainability@starkgroup.dk

\RK Group A/S
Richs Vej 115
Frederiksberg
ymark



