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1. Purpose

This SOP defines the end-to-end procurement process for all transport and logistics categories. It establishes a single, authoritative framework that
every business unit and procurement professional must follow — from initial sourcing through to supplier performance management.

Standardisation Cost & Transparency Quality & Safety Compliance

Consistent sourcing practices Drive efficiency with clear Enforce supplier quality, Meet all legal, regulatory, and

across the entire organisation visibility of spend and savings safety, and sustainability customer requirements
standards

Risk Mitigation ESG & Strategy

|ldentify and manage supply chain risks proactively Align with Lean & Green targets and corporate ESG goals
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2. Scope

This SOP applies universally across the organisation. No business unit, region, transport mode, or service category is exempt. All procurement staff,
operational stakeholders, suppliers, and subcontractors are bound by its requirements.

Organisational Reach Transport Modes Covered

All business units *  Road (FTL & LTL)
All countries and regions - Air freight

All procurement staff and stakeholders «  Ocean freight

All suppliers and subcontractors - Rail & barge

Logistics Services Covered

Warehousing, handling, and packaging
Equipment and IT systems (TMS, WMS)
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3. Roles & Responsibilities

Clear accountability is the foundation of effective procurement governance. The following roles each carry defined responsibilities that must be respected throughout every
sourcing and contracting activity.

CPO
Owns procurement strategy, approves major contracts, oversees governance, and chairs the Procurement Steering Committee.

&

Category Managers

Vad . : : : . :
lad Develop category strategies, lead sourcing events, manage supplier relationships, and monitor category performance.
7 Procurement Analysts
il Conduct spend analysis, support tender evaluation, and maintain procurement data integrity.
Legal
oL Reviews contracts, ensures legal compliance, and manages disputes on behalf of the organisation.
_ Finance
= Approves budgets, validates savings, and oversees invoice control and cost allocation.
Operations
&

Provides service requirements, evaluates operational performance, and supports supplier onboarding.
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4. Procurement Governance

4.1 Procurement Policy

Governance begins with a clearly enforced policy that sets the rules of engagement for all procurement activity. These principles are non-negotiable and apply to
every sourcing event, regardless of value or urgency.

— Mandatory Central Procurement

All transport and logistics spend must be routed through the central procurement function — no rogue or maverick buying.

— Competitive Bidding Required

All sourcing above defined thresholds must follow a formal, competitive tender process with documented outcomes.

—  Conflict-of-Interest Rules

All staff involved in procurement must declare any personal or financial interests that could compromise objectivity.

— Supplier Code of Conduct

All suppliers must formally accept and comply with the organisation's Supplier Code of Conduct prior to onboarding.

— ESG & Sustainability Integration

Environmental, social, and governance criteria must be embedded in every sourcing evaluation and contract.
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4.2 Delegation of Authority

A robust Delegation of Authority (DoA) matrix ensures that procurement decisions are made at the appropriate level of seniority, maintaining
accountability while enabling operational agility. All approvals must be documented and traceable.

Spend Threshold Approval Level Contract Signing Authority
Below €25,000 Category Manager Category Manager
€25,000 - €250,000 CPO CPO

€250,000 - €1,000,000 CPO + Finance Director CPO + Finance Director
Above €1,000,000 Executive Committee CEO or CFO

Thresholds are indicative and must be calibrated to reflect the organisation's financial and risk profile. The DoA matrix is reviewed annually by the
CPO and CFO.
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4.3 Procurement Controls

Robust internal controls protect the organisation against errors, fraud, and non-compliance. These mechanisms ensure that every procurement
decision is transparent, auditable, and defensible to internal and external scrutiny.

4-Eyes Principle

Every significant procurement
decision — from supplier
selection to contract approval
— must be reviewed and
authorised by at least two
independent individuals.

Tender Documentation
Retention

All tender documents, bid
submissions, evaluation
scores, and award decisions
must be retained for a
minimum of seven years and
made available on request for
audit purposes.

Contract Repository

All executed contracts must
be stored in the central
contract management system
with full metadata tagging —
including category, supplier,
value, start and expiry dates.

Supplier Audit Trail

A complete and time-stamped
record of all supplier
interactions, approvals, and
compliance checks must be
maintained throughout the
supplier lifecycle.
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The category structure provides the organising framework for all procurement activity. Each category has a dedicated strategy, supplier portfolio, and

performance regime. Clear category boundaries prevent duplication and enable focused market expertise.

Transport Categories

e Road FTL / LTL

e EXxpress & Parcel

e Air Freight

e Ocean Freight

e Rail & Barge

e [ast-Mile Delivery

Logistics Categories

Warehousing

Handling

Packaging

Equipment (forklifts, pallets, ULDs)

IT Systems (TMS, WMS, telematics)
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5.2 Category Analysis

Rigorous category analysis is the foundation of any credible sourcing strategy. It transforms raw data into actionable market intelligence, enabling
procurement teams to negotiate from a position of strength and make evidence-based decisions.

@)
— o

Spend Analysis Supplier Landscape

Map and segment all category spend by supplier, lane, mode, and Assess the depth and breadth of the available supply market, including
business unit to identify consolidation and leverage opportunities. carrier capacity, geographic coverage, and competitive dynamics.
a4 &

Market Trends & Benchmarking CO- & TCO

Monitor freight indices, fuel trends, and capacity constraints. Benchmark  Quantify the carbon footprint of each category and model the total cost
current rates against market data to validate competitiveness. of ownership — including hidden costs such as damage, delays, and
emissions penalties.
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5.3 Category Strategy

The category strategy translates analysis into a forward-looking plan. It defines how the organisation will source, contract, and develop each category
over the next one to three years — balancing cost, risk, service quality, and sustainability objectives.

Sourcing Strategy & Supplier Segmentation Contracting & Pricing Model

Define the optimal supply base size, sourcing model (single, dual, or Select the appropriate contract structure — spot, framework, or
multi-source), and segmentation of suppliers by strategic long-term agreement — and define the pricing mechanism,
importance and risk exposure. including base rates, surcharges, and index linkages.
Sustainability Targets Innovation Roadmap

Set measurable CO, reduction targets, modal shift objectives, and |dentify opportunities for technology adoption, process automation,
minimum ESG thresholds that all category suppliers must meet or and joint innovation initiatives that can deliver long-term value

progress towards. beyond cost savings.
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6. Sourcing Preparation

6.1 Requirements Gathering

Thorough requirements gathering is the critical first step before any tender is issued. Incomplete or inaccurate
requirements lead to non-comparable bids, disputes, and service failures. Operations, compliance, and sustainability teams
must all contribute to this stage.

01

Volumes & Lanes

Collect accurate shipment volumes, lane data, frequency, and seasonality from operations and business units.

02

Service Level Requirements

Define transit times, collection windows, delivery commitments, and any temperature or DG (dangerous goods)
requirements.

03

Compliance Requirements

Identify mandatory certifications: TAPA for security, GDP for pharma-grade shipments, ADR for dangerous goods, and CO,
reporting for sustainability.

04

Sustainability Requirements

Specify CO, reduction targets per lane, Lean & Green certification expectations, and reporting obligations for scope 3
emissions.
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6.2 Specification Development

Well-defined specifications ensure that all bidding suppliers respond to the same requirements, enabling a fair and meaningful comparison. Vague
specifications are one of the most common causes of tender failure and post-award disputes.

Transport Specifications Logistics Specifications

Equipment type and trailer configuration - Warehouse size and location requirements
Reefer temperature range requirements «  Temperature zones (ambient, chilled, frozen)
Load security standards (e.g. EN 12195) «  Automation level and systems compatibility
Minimum and maximum transit times by lane - Handling equipment standards and capacity
KPI requirements (OTD, damage rate, responsiveness) « IT integration requirements (EDI, API, WMS)
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0.3 Sourcing Strategy Approval

Before any tender is launched, the sourcing plan must be formally reviewed and approved by all relevant stakeholders. This gate prevents poorly scoped
or under-resourced sourcing events and ensures full organisational alignment on objectives, budget, and timeline.

CPO & Finance
Approval Operations Sign-off
Confirm budget and executive Validate operational readiness
endorsement. and resources.

Present Sourcing Plan Sustainability Review

Submit detailed sourcing plan Assess environmental impact
for review. and grant final go-ahead.

The approval process is documented and filed in the central procurement system. No RFQ or RFP may be issued without a signed sourcing strategy approval on record.
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CHAPTER 7 — TENDERING

7. Tendering (RFQ / RFP / RFI)

7.1 Supplier Pre-Qualification

Pre-qualification is the essential gateway that protects the organisation from engaging with suppliers who lack the financial, operational, or ethical
standing to be a reliable partner. Only pre-qualified suppliers may be invited to tender.

Financial Stability Safety Record ESG Performance Certifications

Credit scores, audited Accident frequency rates, HSE Carbon reporting, social ISO 9001/14001, TAPA, GDP,
accounts, and evidence of compliance, and driver safety responsibility practices, and AEO — validated and current
financial resilience programmes governance standards

Fleet & IT Capability Insurance Coverage

Fleet age, composition, telematics, and EDI/API integration Minimum CMR, cargo, and liability insurance levels verified

readiness
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7.2 RFI (Optional)

A Request for Information is deployed selectively — typically when entering a new market, assessing a new category, or evaluating emerging
suppliers. The RFl is not a commitment to tender; it is a structured intelligence-gathering exercise that sharpens the subsequent RFQ or RFP.

Market Intelligence Supplier Capabilities

Understand prevailing rate levels, capacity availability, and Assess which suppliers have the geographic coverage, equipment,

competitive dynamics before finalising the tender scope. and systems to meet the anticipated requirements.
+

Innovation Proposals Sustainability Initiatives

Invite suppliers to present novel solutions — alternative modes, new Gauge suppliers' current ESG capabilities and their roadmap for CO,

technologies, or service models — that could improve outcomes. reduction, including EV fleet plans and renewable energy use.
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7.3 RFQ / RFP Preparation

The quality of the tender package directly determines the quality of the bids received. A comprehensive, unambiguous RFQ or RFP is the single most

important document in the sourcing process. It must leave no room for misinterpretation.

Lane List & Volume Service Levels & KPI Sustainability Pricing Template
Framework R iremen

Forecast aMmewo equirements Provide a standardised rate

Provide granular lane data, Define minimum OTD targets, Specify CO, reporting card with defined line items

shipment frequencies, damage rate thresholds, obligations, minimum ESG for base rates, fuel

weights, and seasonal temperature compliance scores, and any mandatory surcharges, and accessorial

demand patterns to enable requirements, and reporting certifications such as Lean & charges to ensure

accurate pricing. obligations. Green or ISO 14001. comparability.

Contract Terms Penalties & Incentives

Include draft contract terms, payment conditions, liability caps, and Define the performance bonus and penalty regime upfront so that

termination clauses so suppliers can price risk accurately. commercial risk and reward are clearly understood by all parties.



7.4 Tender Launch
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A well-managed tender launch sets the tone for the entire sourcing event. Transparency, equal access to information, and structured communication

are essential to maintaining the integrity of the competitive process and avoiding legal challenges post-award.

P

Invite Suppliers

Issue formal tender invitations
simultaneously to all pre-qualified suppliers
via the e-procurement platform, with a clear
submission deadline.

o%
aa)

Q&A Window

Provide a structured Q&A period during
which all supplier questions are submitted in
writing and answers circulated to all bidders
simultaneously.

Supplier Briefing Sessions

Host optional (but recommended) briefing
sessions to walk suppliers through
requirements, answer questions, and ensure
full understanding of the scope.



7.5 Bid Evaluation
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Bid evaluation must follow a pre-defined, weighted scoring methodology approved before tender launch. Evaluations are conducted independently by the appropriate functional

experts before scores are consolidated into an overall ranking.

OPERATIONAL
CAPACITY

Transit Time & Network

EVALUATION

Base Rate & TCO

Y,

ﬁ COMMERCIAL

UALITY SUSTAINABILITY
PER%ORMANCE é}jﬁ(i@ SCORE

Cl KPIs & On-time Delivery CO, & EV Adoption
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7.6 Negotiation

Negotiation is a structured, professional process — not an ad hoc conversation. Multi-round negotiations allow the procurement team to
progressively clarify commercial positions, test flexibility, and drive towards optimal outcomes for both parties. All negotiation outcomes must be

documented.

01 02

Multi-Round Negotiation Cost Breakdown Analysis

Conduct two to three negotiation rounds, progressively narrowing the Request open-book cost breakdowns to validate rate components —

shortlist while testing each supplier's best and final offer (BAFO). including fuel, labour, depreciation, and margin — and identify areas for
cost reduction.

03 04

Scenario Modelling Volume Commitments & SLA Alignment

Model volume, lane, and service-level scenarios to understand how Finalise volume commitments and align on SLA targets before

pricing changes with different commitment levels or contract durations. proceeding to contract. Ensure all KPIs and penalty/incentive triggers are
agreed in principle.



CLUSTER
FOR
LOGISTICS

LUXEMBOURG
ADDING VALUE IS THE KEY.

7.7 Supplier Selection

The award decision is the culmination of a rigorous, evidence-based process. It must be defensible, documented, and communicated professionally
— both to the winning supplier and to unsuccessful bidders who have invested time and resources in the process.

Award Decision Internal Approval Supplier Notification

The evaluation team finalises scores, The award recommendation is submitted Winning and unsuccessful suppliers are
identifies the preferred supplier(s), and through the Delegation of Authority process notified simultaneously. A structured debrief
documents the rationale. In multi-sourced for sign-off at the appropriate level before is offered to all unsuccessful bidders to
categories, volume allocation is confirmed at any supplier is informed. maintain market relationships and

this stage. transparency.
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CHAPTER 8 — CONTRACTING

8. Contracting

8.1 Contract Drafting

The contract is the legal foundation of every supplier relationship. It must be comprehensive, unambiguous, and enforceable. A robust contract
eliminates grey areas and provides a clear framework for managing performance, disputes, and change throughout the relationship.

Scope of Work Pricing Model KPIs, Penalties & Sustainability
Incentives Obligations

Precise definition of services, Base rates, surcharge 9

lanes, equipment types, and mechanismes, index linkage, Measurable targets with Contractually binding CO,

service levels and rate review triggers clearly defined financial reporting, reduction targets,
consequences for under- or and ESG compliance
over-performance requirements

Security & Insurance Termination Clauses

Minimum insurance levels, TAPA compliance, data security Clear grounds for termination for cause and for convenience, with

obligations, and liability allocation appropriate notice periods



3.2 Legal Review
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Every contract above the minimum threshold must undergo a formal legal review before execution. The legal team acts as an independent safeguard,
ensuring that the organisation's interests are fully protected and that no commitments are made that create unacceptable legal or financial exposure.

Legal Team Review

The legal department reviews all
contractual terms for enforceability,
completeness, and alignment with the
organisation's standard terms and
conditions. Any deviations from standard
clauses require explicit legal sign-off.

Compliance Check

Legal confirms that the contract complies
with applicable law — including
competition law, GDPR, customs
regulations, and sector-specific
requirements such as ADR or GDP
guidelines.

Risk Assessment

Legal identifies and flags any provisions
that create material legal, financial, or
reputational risk — including uncapped
liabilities, unfavourable dispute resolution
clauses, or overly broad indemnities.



3.3 Contract Signing & Storage
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The execution and storage of contracts is as important as their content. A contract that cannot be found, is unsigned, or lacks proper metadata

provides no protection in a dispute. All executed contracts must be centrally managed from day one.

[

Digital or Physical Sighature

Contracts are executed via the approved e-
signature platform where possible, ensuring
a tamper-proof audit trail. Physical originals
are retained where legally required.

L&,

Central Repository Storage

All executed contracts are uploaded to the
central contract management system
immediately upon signing. Access is role-
controlled and the system generates
automatic expiry alerts.

&

Contract Metadata Tagging

Each contract is tagged with supplier name,
category, value, start date, expiry date,
owner, and linked sourcing event — enabling
rapid search and reporting across the
portfolio.



CHAPTER 9 — SUPPLIER ONBOARDING

9. Supplier Onboarding

9.1 Operational Onboarding
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Effective onboarding converts a signed contract into a live, operational relationship. Every step must be completed and verified before the first

shipment is executed under the new agreement. Partial onboarding is a leading cause of early-stage service failures.

01

02

Lane Activation

Formally activate each lane in the TMS with correct rate cards, transit
time parameters, and service commitments loaded and validated.

03

SOP Alighment

Conduct a joint SOP review session to ensure the supplier fully
understands collection, delivery, exception, and escalation procedures.

04

IT Integration (EDI / API)

Complete and test all data connections — including booking, track-and-
trace, proof-of-delivery, and invoicing flows — before go-live.

KPI Dashboard Setup

Configure the supplier's KPI dashboard in the performance management
system and confirm reporting frequency, data sources, and escalation
triggers.



9.2 Compliance Onboarding
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Compliance onboarding ensures that every supplier is fully verified before being granted operational access. No shipments may be executed until all mandatory

compliance documents have been received, validated, and stored in the supplier management system.

l‘

Certificate Upload

All required certifications (ISO,
TAPA, GDP, AEO) must be
uploaded with expiry dates
tracked for automatic renewal
alerts.

Security Clearance

Insurance Validation

Insurance certificates are
validated against minimum
coverage thresholds. Expired or
insufficient coverage results in
immediate operational hold.

®

ESG Documentation

Suppliers submit their latest ESG
report, CO, measurement
methodology, and signed
commitment to the Supplier
Code of Conduct.

Safety Documentation

HSE policy, driver safety records,
and vehicle maintenance
programmes are reviewed and
approved by the safety function.

TAPA and AEO clearances are verified with issuing authorities. Physical security assessments are scheduled where required by the contract.
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9.3 Tralning

Training is not optional — it is a contractual obligation for all new suppliers and a prerequisite for operational go-live. Well-trained suppliers deliver
better service, raise fewer disputes, and integrate more smoothly into the organisation's processes.

Km SOP Training IT System & KPI Reporting
. o '« Y

Training

Safety Training

=

Supplier operations staff are All drivers and warehouse

trained on the organisation's personnel handling the Supplier teams are trained on
collection, delivery, exception- organisation's freight must TMS/WMS portals, EDI/API
handling, and escalation complete the mandatory safety interfaces, and the KPI reporting
procedures. Completion is induction, covering ADR, load dashboard — ensuring accurate,

recorded and certified. security, and incident reporting. timely data from day one.
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CHAPTER 10 — EXECUTION & PERFORMANCE

10. Execution & Performance Management

10.1 Daily Operations

Operational excellence requires active management every day. The control tower function monitors all active shipments in real time, intervenes on
exceptions, and ensures that every carrier is executing against their contractual commitments.

Transport Execution Real-Time Tracking Temperature Monitoring DG Compliance

All bookings, collections, and GPS and telematics data For cold chain shipments, Dangerous goods shipments
deliveries are tracked against provide live shipment visibility. temperature logger data is are validated against ADR
confirmed schedules and Estimated time of arrival (ETA) monitored continuously. Out-of- documentation requirements at
flagged if milestones are updates are automated where range events trigger immediate booking and monitored

missed. EDI/API integration is active. alerts and documentation. throughout transit.

Exception Handling

All delays, damages, and compliance deviations are logged, escalated through the defined process, and closed within agreed response timeframes.
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10.2 KPI Monitoring

KPls are the quantitative backbone of supplier performance management. They provide an objective, consistent, and auditable view of each supplier's
performance against contractual commitments. KPI data feeds directly into monthly reviews and award decisions.

OTD OTP DR CO:

On-Time Delivery On-Time Pickup Damage Rate CO2 Emissions
Percentage of deliveries made Percentage of collections Number of damaged shipments as  Grams of CO, per tonne-kilometre
within the agreed time window — executed within the agreed a percentage of total shipments — — tracked monthly against
typically target = 97% collection window target typically < 0.1% reduction targets

C/S

Cost per Shipment

Actual cost per shipment versus
contracted rate — variance triggers
a formal review
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10.3 Monthly Supplier Review

The monthly supplier review is the primary operational forum for maintaining service quality and driving continuous improvement. It is a structured,
agenda-driven meeting — not a casual check-in. Actions must be documented, owned, and tracked to closure.

01 02

KPI Review Root Cause Analysis

Present performance data for all agreed KPIs against contractual targets. For any KPI below target, the supplier must present a structured root
Flag any metrics that have deteriorated or that are trending towards cause analysis (RCA) identifying the underlying drivers of

breach. underperformance.

03 04

Improvement Actions Volume Forecast Alignment

Agree specific, time-bound corrective actions with clear owners and Share updated volume forecasts for the next one to three months to
measurable success criteria. Actions are logged in the performance enable the supplier to plan capacity and resource allocation effectively.

management system.
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10.4 Quarterly Business Review (QBR)

The QBR elevates the conversation from operational performance to strategic partnership. It is attended by senior stakeholders on both sides and
covers the full breadth of the relationship — performance, innovation, sustainability, and forward-looking strategy.

Strategic Alignment Innovation Proposals

Review alignment between the supplier's capabilities and the Suppliers present innovation initiatives — new technology, service
organisation'’s evolving network strategy, including new lanes, models, or process improvements — that can deliver incremental
modes, and service requirements. value beyond baseline performance.

Sustainability Progress Contract Compliance & Risk Review

Review progress against contractual CO, reduction targets, EV fleet Conduct a formal review of contract compliance, including
deployment plans, and ESG commitments. Flag any risk of non- insurance currency, certification renewals, and any emerging supply

compliance ahead of annual reporting. chain risks that could affect service continuity.
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CHAPTER 11 — RISK & COMPLIANCE

11. Supplier Risk & Compliance Management

11.1 Risk Monitoring

Proactive risk monitoring is essential in a sector as exposed to external shocks as transport and logistics. The risk register is reviewed monthly and updated whenever a new
risk is identified. Every strategic supplier must be risk-rated and actively monitored.

Financial Risk

Continuous monitoring of credit
ratings, payment delays, and public
financial disclosures to detect early
signs of financial distress.

Cybersecurity Risk

Operational Risk

Capacity constraints, strike action,
network disruptions, and equipment
failures are tracked and contingency
plans maintained.

ESG Risk

Third-party ESG screening tools are
used to identify suppliers with
deteriorating environmental, social,
or governance performance.

Safety Risk

Accident rates, near-miss reports,
and regulatory enforcement actions
are monitored and assessed against
contractual safety thresholds.

IT security posture is assessed during onboarding and reviewed annually, with particular focus on data-sharing interfaces and access controls.
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11.2 Audits

Audits provide independent verification that suppliers are operating in compliance with their contractual obligations and applicable regulations. The
audit programme is risk-based — frequency and depth are proportional to the supplier's risk rating and strategic importance.

On-Site & Safety Audits ESG Audits TAPA 7/ GDP / Quality Audits

Physical inspection of facilities, fleet, and Third-party ESG audits verify suppliers' Specialist audits conducted by certified
operations against contractual and regulatory environmental reporting, labour practices, and assessors to verify compliance with TAPA
requirements. Safety audits cover driver governance structures. Results feed directly security standards, GDP pharma guidelines, and
compliance, vehicle condition, and HSE into the supplier scorecard and sourcing ISO quality management requirements.

Mmanagement systems. decisions.
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11.3 Corrective Actions

When an audit or performance review identifies a non-conformance, a formal corrective action process is triggered. The process is designed to drive genuine
improvement — not simply to document a problem. Unresolved non-conformances will result in escalation, volume reduction, or contract termination.

Follow-Up Audit

Independent
verification of
implementation

Performance
Improvement
CAPA Plan Formal PIP with
Root cause, actions, milestones and
owner, deadline escalation

All CAPA plans must be formally accepted by both parties within 10 business days of the audit finding. Progress is reviewed at every subsequent monthly supplier meeting until formal
closure.



CHAPTER 12 — INVOICE & COST CONTROL

12. Invoice & Cost Control

12.1 Freight Audit
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Freight audit is a systematic process of validating every carrier invoice against contractual rates and actual shipment data. Industry studies
consistently show that between 2% and 5% of freight invoices contain errors. A robust audit process recovers these costs and discourages over-

billing.

Rate Validation

Every invoice line is matched
against the contracted rate
card loaded in the TMS.
Discrepancies above the
defined tolerance trigger an
automatic hold and query.

Accessorial Charge
Validation

All accessorial charges
(waiting time, re-delivery, tail-
lift, etc.) are validated against
the contracted schedule and
the actual shipment event
data.

Fuel Surcharge
Validation

Fuel surcharges are validated
against the applicable index
(e.g. CLFS, HEREN) and the
index-linkage formula defined
in the contract.

Dispute Resolution

Disputed invoices are raised
with the carrier within the
defined timeframe. All
disputes are tracked to
resolution and patterns of
over-billing are escalated to
the Category Manager.



12.2 Cost Allocation

CLUSTER
FOR
LOGISTICS

LUXEMBOURG
ADDING VALUE IS THE KEY.

Accurate cost allocation is essential for profitability management, customer billing, and strategic decision-making. Every freight cost must be

assigned to the correct cost centre, customer, or service line — enabling a true and transparent view of cost-to-serve at granular level.

Cost Centre Assignment

All validated invoices are allocated to the
appropriate internal cost centre based on
the lane, service type, and business unit —
enabling P&L visibility at the operating
level.

Customer Billing

Where freight costs are rechargeable to
customers, the billing process is triggered
automatically upon invoice validation.
Billing rules are maintained in the ERP
system and reviewed quarterly.

Cost-to-Serve Analysis

Monthly cost-to-serve reports are produced
by category, lane, and customer. These are
used to identify unprofitable routes,
renegotiation opportunities, and customer-
level pricing decisions.
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12.3 Budgeting & Forecasting

Procurement's financial contribution extends beyond savings delivery. Accurate spend forecasting and variance analysis enable the finance function
to plan with confidence and give the business early warning of cost pressures before they impact the P&L.

Spend Forecasting Savings Tracking Variance Analysis

Monthly rolling spend forecasts are All procurement savings — whether hard Actual spend is compared to budget and
produced by category, incorporating (cash savings), soft (cost avoidance), or forecast monthly. Variances above
contracted rates, volume forecasts, fuel efficiency gains — are tracked against the defined thresholds are investigated, root
index projections, and any known market annual savings target and reported to the causes identified, and corrective actions
movements. Forecasts are shared with CFO quarterly using the agreed savings agreed with the relevant Category

Finance by the 15th of each month. methodology. Manager and Finance Business Partner.
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CHAPTER 13 — CONTINUOUS IMPROVEMENT

13. Continuous Improvement

13.1 Lean & Green Integration

Lean & Green is not a compliance exercise — it is a strategic commitment to reducing the environmental impact of transport operations while
simultaneously improving efficiency and reducing cost. All categories must have an active Lean & Green improvement plan.

Q ! CO, Reduction Modal Shift

)4
Set annual CO, reduction targets by category and lane. Track Actively pursue opportunities to shift freight from road to lower-
actuals monthly against baseline and report progress in the QBR emission modes — rail, barge, or sea — where transit time
and annual sustainability report. requirements permit.

55 Fleet Optimisation % Energy Efficiency
Work with carriers to improve load factors, reduce empty Collaborate with warehouse and logistics partners to reduce
running, and accelerate the transition to Euro 6, HVO, LNG, or energy consumption through LED lighting, solar generation, and

electric vehicles across contracted fleets. smart energy management systems.
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ESG performance is embedded throughout the procurement lifecycle — from pre-qualification and tender evaluation through to contract management

and supplier development. ESG is not a separate workstream; it is a core dimension of how every supplier is selected and managed.

Supplier ESG Scoring

All strategic suppliers are scored annually
using a standardised ESG assessment tool.
Scores are weighted in tender evaluations
and in decisions about volume allocation
and contract renewal.

Sustainability KPIs

Contractual sustainability KPIs — including
CO, intensity, waste diversion rate, and
renewable energy usage — are monitored
monthly alongside operational KPIs and
reported in the QBR.

CO; per Shipment Reporting

Carriers are required to report CO, per
shipment using EN 16258 or GLEC
Framework methodology. Data feeds into
the organisation's Scope 3 emissions
inventory and customer sustainability
reporting.
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13.3 Innovation

Innovation is the engine of long-term competitive advantage in transport and logistics procurement. The procurement function plays a leading role in
identifying, piloting, and scaling new technologies and approaches that deliver step-change improvements in cost, service, and sustainability.

Automation & Digital Twins Al Forecasting & loT Sensors Autonomous Vehicles

Warehouse automation, robotic picking, and Machine learning-driven demand forecasting The organisation actively monitors the

digital twin modelling of logistics networks reduces safety stock and improves carrier development of autonomous and semi-

enable scenario planning, capacity capacity planning. loT sensors provide real- autonomous vehicles. Pilot programmes with
optimisation, and faster response to time condition monitoring for temperature- selected carriers are evaluated through the QBR
disruptions. sensitive and high-value shipments. innovation agenda, with commercial

deployment criteria defined in the category
strategy.
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