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Introduction

Sustainable procurement is an organization’s
engagement in making purchasing decisions
both that meet their needs and minimize
environmental impact. An effective sustainable
procurement program supports an organization's
effort to manage sustainability risk and
compliance, drive Scope 3 decarbonization, and
create further sustainable value and impact.

The concept of supply chain engagement as a
means to scaling impact is not new. In 2017, the
International Organization for Standardization
(ISO) developed ISO 20400 which provides
guidance for organizations focused on
integrating sustainability into their procurement
process. In 2021, 40% of the S&P 50 had a supply
chain goal related to environmental sustainability,
such as supplier emission reductions and water
diversion. Almost all companies within the S&P
50 publicly disclose their supplier code of
conduct containing expectations regarding
supplier practices, with 70% discussing an audit
of the code and adherence to practices.

This thought piece looks at current trends in
sustainable procurement and supply chain
disclosure and the reporting mechanisms
companies are using. We have included relevant
examples of best practices.
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Disclosure Trends

Focus on Climate Change and Related Metrics

Climate change is a key priority for many investors and, naturally, an increasing focus for
businesses. This is evidenced by the importance of climate-related disclosures not only by the
companies themselves but also their procurement and supply chain partners. This focus has led
to increasing demand for standards and frameworks to guide companies in performance
improvement and more considered decision-making. Companies are using these data and metrics
to not only track internal use, but to also demonstrate their progress to investors and partners. A
specific example is the examination and disclosure of greenhouse gas emissions, reduction plans
and efforts to decrease this climate change impact across the supply chain footprint.

4 ]

EcoVadis is an example of a rating agency that focuses on sustainable supply chain management as
a means of mitigating risk and compliance, making progress and achieving corporate sustainability
goals, and driving overall impact at scale by guiding the sustainability performance improvement of
your company and your value chain.
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A Key to Decarbonizing

The performance of a company’s vendors and supply chain partners serves as one of the greatest
levers of influence over indirect Scope 3 emissions. After all, a supplier's Scope 1and 2 emissions
are the purchasing organization’s Scope 3 emissions. This rationale is one of the primary drivers
behind the increased engagement around sustainable supply chains.

Effective sustainable supply chain initiatives can help and organizations:

Source from Companies can use supplier sustainability assessments to identify
suppliers with suppliers with lower emissions and give them priority in their
lower emissions. procurement decisions.

Work with Companies can collaborate with their suppliers to develop and
suppliers to reduce implement emissions reduction initiatives. For example, the

their emissions. introduction of technological innovations can create

greater efficiencies.

Choose products Companies can consider the environmental impact of products
and services with and services when making procurement decisions. For example,
lower emissions. sourcing alternative (e.g. recycled) materials can have a large

effect on emissions and overall impact.
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Emphasis on Transparency

Stakeholders are demanding transparency around procurement and supply chain practices. For
an investor stakeholder, a company’s supply chain has direct implication on risk exposure, and
therefore influences investment decisions. A current or prospective employee may object to an
employer sourcing products with impacts on biodiversity, limiting the organization’s access to

the talent pool. Stakeholders are looking for the environmental and social impacts of sourcing
practices as well as the steps companies are taking to mitigate their impacts. Methods of
engagement, spend by category, diverse supplier profiles, and human rights policies are examples

of the types of information stakeholders are examining. Accessibility of this information is critical to
the decision making process. Various policies, practices and progress toward publicly stated goals

should be easy to locate, easy to understand, and preferably aligned with the practices of domestic
and internationally recognized frameworks.

Cooperation Across Supply Chains

Companies are collaborating with their suppliers, and in some cases competitors,
to improve performance. They are setting common goals, sharing information

and developing joint initiatives. The benefits of collaboration include:

®

Reduced costs and
increased profitability

Sustainable sourcing can
help reduce costs in the
long term by improving
efficiency, reducing waste,
and mitigating risks.

@

Improved reputation

Consumers and businesses
are increasingly looking to
source from sustainable
suppliers. Collaboration

on sustainable sourcing
can help to improve a
company's reputation and
attract new customers

and partners.

Increased innovation

Collaboration on
sustainable sourcing can
foster innovation and lead
to the development of new
products and services that
are more environmentally
and socially friendly.
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Example Disclosures

The Home Depot 2023 ESG Report

The Home Depot practices sustainable sourcing which is supported from the top down. Sustainable

forestry amongst suppliers is a top concern.

Environmental, S¢
and Governance

Doing Our Part

oo |

Responsible Sourcing

Our supply chain decisions are by

Focus on Our Pecgie

regional forestry issues around the world, o we
proactively assess forest coverage in the regions.
‘where our suppliers are located. The U.N.’s 2020
State of the World's Forests report reveals that more
than half the world's s of

Across Juri

Our wood sourcing supply chain spans many.
jurisdictions with varying levels of forest protection
regulations. We believe our work with suppliers to

five Gountries: the United States (8%), Canada (9%),

Brazi (12%), China (5%) and Russia (20%),

The majorit of our wood comes from North America,

and we work with some of the most experienced and

sophisticated forestry companies in the region, who

participate in sustainable forestry certfications and

membership organizations such as

= Forest Stewardship Gounci (FSC)®

= Sustainable Forest Intative (SF)

= Programme for the Endorsement of Forest
Certifcation (PEFC)

= American Tree Farm

Certification helps forestry companes ensure that

their trees are sustainably managed, which in turn

ensures that our sustainable sourcing expectations

are met

The Home Depot suppliers like Mendocino Redwood

Company (MRC®) and Humbolat Redwood Company

(HRG™) are sustainabilty leaders, implementing forest

owniew | |

ted in our Wood Purchasing
Policy has helped promote the expansion of forested
areas in North America and the sustainable
management of forests. In our effort to share best
practices with suppliers and engage our stakeholders,
we have enhanced our commitments over time and
successfully made positive impacts to minimize risks
to the world's forests through our policies.

The Home Depot's Wood Purchasing Policy
outlines our commitment to:

= Give preference to the purchase of wood and wood
products that are certified and/or originate from
well-managed forests

= Eliminate the purchase of wood and wood products
from forest regions identified as endangered.

= Practice and promote the efficient and responsible
use of wood and wood products

= Promote and support the development and use of
alternative environmental products

* Not to accept wood products from the Amazon
or Congo Basin areas, Papua New Guinea or

Responsible Sourcing Starts at the Top

BOARD OF DIRECTORS AND/OR BOARD

COMMITTEE

I oversight;

1o
Jo
o

and reviews results of the annual internal audit of the

I

responsible sourcing program

EXECUTIVE LEADERSHIP TEAM
sets the tone for our ethical standards and provides oversight
and guidance, as needed

MANAGEMENT

responsible for owning and managing risks and implementing
actions to ensure responsible sourcing objectives.

© W

Strengthen Our Cammunites

Our Business Reporting Framaworks

CHECK IT OUT

Learn more about how we support
Sustainable Forestry on our Eco Actions

Website. We share how we work with
suppliers to ensure best practices in forest
management and other initiatives to protect
the world's forests.

Raportig Frameworks

THE HOME DEPOT GLOBAL SOURCING OFFICES
work with our supply chain to ensure compliance with
our standards

sy THE NumBers (1]

B

1,420 .,

factory audits

e @

229 .76

factories subcontractors

THE HOME DEPOT'S RESPONSIBLE SOURCING TEAM
includes dedicated associates focused on ensuring factories
adhere to our standards

THIRD-PARTY AUDITORS
conduct our responsible sourcing compliance audits

and 1,684 follow-up.
visits conducted in 33
‘countries under our
responsible sourcing
policy in 2022

audited for
compliance at
peak production

audited in 2022

INTERNAL AUDIT
associates conduct annual audits to ensure our responsible
sourcing program is effective and operating as expected

B e * B

Trends in disclosures around sustainable procurement & supply chains
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McDonald's 2022-2023 Purpose & Impact Report

The environmental impact of McDonald's supply chain is far-reaching. They examine procurement
partnerships for sustainable farming, food processing and packaging.

2022-2023
Our Purpose & Impact Report

McDonald’s Corporation

Food Quaty & Souring

Food Quality & Sourcing

AtMcDonald's, we know anr hth and vl 1503 ot

thata better future cannot oo oo el gy prin

be achieved without andvario .

making safe, sustainably ontinued well-being of generations farnto
et

sourced meals accessible
globally. We recognize that
food production can have
significant impacts. That's
why we're increasingly

redi

chains and sustainable,
recycled or certified sources.

[—— .
Responsible Sourcing
Sustainable Sourcing of
i and Our Priority itie
influence to help positively
impact our imals

pPly

chain, especially for our
priority ingredients where we

can have the greatest impact -
beef, soy for chicken feed,
fiber, palm oil, fish and coffee. )
forMcDonalds
inbcDonsk
wo

progress. Belowis our 2022 data on our efforts.

complex. supply chains by the r
cou i ondof 2022
of sustainable paim ol
{ in2022.

the iveihoods of people, tha health of forthafoed of hicken
animas. 102022,88.8% of thefish g
themat. Goforestation-fro sourced for McDonakds Filt.

‘supply chains lobally 2 2 in:
‘Ourresponsitie sourcing approachis key naze o
tohowwe'e taking clmate action nd verifled snnusly

999 ofourground @

andwholo bean coffos

was sustainably

e o, Fisherios Partnership
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https://corporate.mcdonalds.com/content/dam/sites/corp/nfl/pdf/McDonalds_PurposeImpact_ProgressReport_2022_2023.pdf

FY2023 Walmart ESG Highlights

Walmart collaborates with their suppliers and peers to improve sustainable practices across the sector. They
require their partners to measure and report their progress.

Walmart ;<

Environmental,
Social, and
Governance
Highlights

FY2023

@® % ®

Walmart > %8,

Sustainability

Walmart seeks to transform our b d product
supply chains to be regenerative — ing
outcomes for climate, waste, nature, and people as
we serve our customers and grow our business.

RELATED ESG ISSUE BRIEFS:

= Product Supply Chain
s

Walmart B o Itroducton  Opportunity  Sustinablty  Commurity Ethics & ntegrity "

Product Supply Chain Sustainability

Our aspiration: accelerate progress on the sustainability of our own
assortment and product supply chains across the retail and consumer goods
industry

STRATEGY

49 ¥ & & =

Flosl 8 produce  SpecaltyCropsTentle, Pu, Ingrediens Prteins

FY2023 HIGHLIGHTS

ity ESG brif
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Transparency by design

About Labrador

Labrador exists to offer the science of transparency to corporations
wishing to communicate effectively with their readers.

Our experienced and passionate team is composed of attorneys,
designers, project managers, thinkers and web developers. We
collaborate together around a process that encompasses drafting,
editing, designing and publishing across all digital and print channels.

We are thrilled that communications prepared by Labrador have
contributed to trustful relationships between our clients and their
readers, whether investors, employees or other stakeholders.

In turn, our commitment to our clients has resulted in
meaningful long-term relationships with some of the most
respected public and private companies in the world.

contact-us@labrador-company.com

Labrador

1737 Ellsworth Industrial Blvd NW
Suite E-1

Atlanta, GA 30318

(404) 688 3584
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