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Abundant environmental, economical and social challenges
create an imperative to address supply chain sustainability

Deforestation

» Worldwide, 1.6 billion people rely on forest
products for all or part of their livelihoods.

» The net loss of the world’s forests is estimated at
7.3 million hectares (18 million acres) per year.

» 70% of Earth’s surface is covered by water, but
less than 1% is available for human use.
» Over 1.6 billion people are facing water shortages

Worker Health & Safefy

» Workplaces claim more than 2.3 million deaths per
year—350,000 are fatal accidents and close to 2
million are work-related diseases

» The economic burden of poor occupational safety and
health practices is around 4 per cent of global GDP/yr

Waste 5

» Food loss/waste associated with approximately: e :
» 173 billion cubic meters of water
e 198 million hectares of cropland used per year. _ %
e 28 million tons of fertilizer AR =

ploy - e

-

As a
sustainability
leader, you are
responsible for
making key
decisions
concerning
your
organization’s
supply chain
sustainability
_

v

Sources: World Resources Institute and Food and Agriculture Organization of the United Nations; Forestry Department Food and Agriculture Organization of the United

Nations; EPA; ILO; and OECD



... because the real challenge of product sustainability is to
cover everything

® Consumers want sustainable products, but
are not willing to sacrifice

® Vast variety of products, impacts and
lifecycle stages creates huge complexity

® Cumbersome and inconsistent
surveying/scoring of manufacturers
and suppliers increases costs

How can we embed sustainability in:

* How we make products?
e The way we do business?

* How consumers shop?
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Measurement and reporting systems are crucial to progress
In product sustainability but there are still challenges

Today Challenges include
Science is enabling an Lack of a harmonized
understanding of social and measurement and reporting
environmental impacts and approach:

benefits

e Complexity driven by the vast

N variety of products
P — Various corporate and
= ==""_ social initiatives launched * No holistic view of the value
-.../ . inattempt to address chain

iel stk s e No capability to credibly

differentiate products based

Global regulations on sustainability
are emerging with

unpredictable metrics

e Need for consistency and
transparency in measurement
and reporting
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About The Sustainability Consortium (TSC)
Enabling the consumer goods industry to provide more sustainable products THE ‘

SUSTAINABILITY
CONSORTIUM™

A multi-stakeholder non-profit organization that translates
scientific information into business practice

» Mission: to design and implement credible, transparent and scalable, science-based
measurement and reporting systems accessible for all producers, retailers, and
users of consumer products

» A global organization, with offices in the United States, Europe and China

* >100 Members and 1000s of users worldwide
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TSC Members
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http://www.sustainabilityconsortium.org/members/

Uniquely multi-faceted in function, process, and impact

Recognized as superior due to its comprehensive
nature and cross-sector approach, the
Sustainability Consortium Sustainability Index was
ranked as a top ten world changing idea by
Scientific American Magazine.

ﬁi;i? Food, Beverage &
|7 SECTOR WORKING GROU

. i % Home & Personal Care

SECTOR WORKING GROUP

Pulp & Forestry

ORKING GROUP

>
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TSC works in multiple:

Impact areas
Sectors

Supply chain stages
Geographies
Stakeholders




TSC Has Covered 117 Product Categories, Representing
~80% Of Sustainability Impacts In All of Consumer Goods

Clothing,
Footwear &
Textiles
8 categories,

including:

Cross Sector

Cotton Polyester Blend

Packaging Texiles
S
Transportation Nylon Textiles

Rayon Textiles

Electronics

10 categories,
including:

-_—

Computers

S

-

Mobile Devices

Printer Ink

Food, Beverage
& Agriculture

48 categories,
including:

Frozen Convenience
Meals

-
i

Packaged Cereals

Soda and
Sports Drinks

General
Merchandise

21 categories,
including:

Metal and Plastic
Products

3

0
5

Small Appliances

Home &
Personal Care

Paper, Pulp & Toys

Forestry

5 categories,
including:

10 categories,
including:

13 categories,
including:

Diapers Books and Magazines | Board Games

Copy Paper

Metal Toys

3

Pharmaceutical Drugs Dimensional Lumber Plush Toys
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TSC has covered 45 products in the Food, Beverage, and Ag
Sector Working Group
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TSC Research Database What's Inside?

Enabling practical, consistent, scientifically-based measurement and reporting

Scientifically Identified Hotspots — Processes and activities in a
product life cycle that may have significant environmental or social
Impacts.

Scientifically Identified Improvement Opportunities — Ways to
reduce the impacts of hotspots

Multi-stakeholder Developed Key Performance Indicators —
Questions that measure performance and progress on hotspots

TSC Research Database: One of the world’s largest collection of scientific evidence on environmental and
social hotspots and improvement opportunities within a product’s life cycle.

m‘ © 2015 Arizona State University and University of Arkansas
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How Does TSC Create a Product Sustainability Toolkit?

Science-based and stakeholder informed

Life Cycle Perspective

Toolkits reveal social and environmental
hotspots from throughout the product
category life cycle

Multi-Stakeholder Process

TSC members and invited participants
are stakeholders from business, civil
society, government, and academia who
collaboratively develop the Product
Sustainability Toolkits

m‘ © 2015 Arizona State University and University of Arkansas

1 Product Category
Selection

Oy ®
€ 5 <

Review of
Scientific Sources

3 Lifecycle Hotspot
Identification

4“

4 Improvement
Opportunity
Identification

Evidence
Evaluation

6 Key Performance
Indicator Design

A

Stakeholder
Reviews

Toolkit Publication
and Use

9 Toolkits Updated




TSC Tools Have Alignment with Key Initiatives

Home and Textiles Toys

Personal Care

\ Sus‘t-air;;ble

Apparel Coalition

Food, Beverage, . ionics

Cross Sector  ,nq Agriculture

ELECTRINIC INCLSTAY CiTZERSHP CoAUTIEN
The Consumer Goods
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Field to Market

The Aliance for Sustainable Agricusture

Roundtable on Sustainable Palm Qil
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General
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The Consumer Goods
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Merchandise

ELECTRINIC INCUSTRY CITZERSHP CoauTEN

Packaging

GLOBAL
[ PACKAGING
PROJECT

Paper, Pulp, and
Forestry

ENVIRONMENTAL PAPER
ASSESSMENT TOOL
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TSC metrics are used by buyers and suppliers to
address product sustainability in a cost efficient way

TSC provides hotspots, improvement opportunities,
KPIs and Category Sustainability Profiles

Buyers Suppliers
Communicate Address product
efficiently and sustainability more
effectively with effectively and
suppliers: efficiently:

Use a single reporting
tool across buyers
Enhance product
development

Reduce spending

on sustainability
research and reporting
Evaluate performance
of their suppliers

e Ask category-specific
questions

e Track supplier
performance using
KPIs

Improved product sustainability
and cost efficiency

* © 2015 Arizona State University and University of Arkansas



Using our Tools: Enabling Supplier Data-Exchange

The SAP-TSC partnership helps companies exchange information efficiently and re-use what already exists

TSC
Toolkits

TSC Toolkits >

TSC Toolkits

KPI R n
< €Sponses

Retailers KPI Responses
& Data Analyses

Suppliers

Benchmarking &
Ranking Data

* PSN already has approx 1,500 companies reporting against TSC KPIs
» Companies can share KPI responses with any other PSN user / retailer
» Retailers: Walmart most active, Ahold & Kroger piloting, 4 other retailer pilots commencing

© 2015 Arizona State University and University of Arkansas



NUTS

NUT PRODUCTION
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PRODUCT DISPOSAL

12)

HOTSPOTS

Access to opportunities for
smallholder farmers — On-farm:
Operators of small-sized farms,
especially women, face a number of
challenges including access to
agricultural inputs, services, and markets.

Labor rights — On-farm:

Farm workers are at risk of several
labor rights issues such as unfair
pay, discrimination, and sexual
harassment and assault.

Energy consumption —
Manufacturing: Energy generated
for processing nuts can cause climate
change, deplete resources, and
impact human health.

(2]

(7]

12)

SUPPLY CHAIN HOTSPOTS

Energy consumption — On-farm:
Fuel combustion and energy
generated to power farm operations
can cause climate change, deplete

resources, and impact human health.

Pesticide application — On-farm:
Pesticide use can impact
biodiversity, soil and water quality,
and human health.

Packaging disposal — Resource
impacts: Low recovery of packaging
material results in depletion of
resources and environmental and
social impacts from extracting

raw materials.

Version 1 | © 2015 Arizona State University and University of

Arkansas
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NUT PROCESSING
8
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e
CONSUMER USE

Fertilizer application — On-farm:
Fertilizer use can cause soil and water
quality impacts, and climate change.

Supply chain traceability:

Due to the complexity of nuts
supply chains, information about
where the supply chain originates
is limited, which is a challenge to
improving issues.

PACKAGING

e oy 9 ‘e ®
-

THE__‘—
SUSTAINABILITY
CONSORTIUM™

L L]

Forced labor and child labor use —
On-farm: Issues involved in forced
and child labor use in nut farming may
include no pay, long working hours,
dangerous working conditions, and
limited access to education.

Water use — On-farm:

Using water for irrigation depletes
freshwater resources and can lead
to poor soil quality.

(5]

Honey bee decline — On-farm:
Decline in the honey bees available
to pollinate crops can impact nut
crop production.

Worker health and safety —
On-farm: Farm workers can
develop serious health problems
from exposure to the chemicals,
noise, and dust and physical injury
from other occupational hazards.



Example Key Performance Indicators in FBA product
categories

GREENHOUSE GAS EMISSIONS INTENSITY - ON-FARM

What was the greenhouse gas emissions intensity associated with the farming operations for your
crop supply purchased in the last twelve months?
We are unable to determine at this time.
Our greenhouse gas emissions intensity over the last twelve months was:

kg CO2e per metric tonne of crop harvested.

9% of our crop supply, by mass purchased in the last twelve months, is represented by the

number reported above.

LA ]
_5-

IRRIGATION WATER USE INTENSITY - ON-FARM

What was the irrigation water use intensity associated with the farming operations for your crop
supply purchased in the last twelve months?

We are unable to determine at this time.
The following can be reported for our crop supply over the last twelve months:

B1. cubic meters of irrigation water use per metric tonne of crop harvested.

B2. % of our crop supply, by mass purchased in the last twelve months, is represented by the
number reported above.

LABOR RIGHTS - ON-FARM

What are the outcomes of your risk assessments, conducted against a labor standard, that were
performed on farming operations that produced your crop supply?
We are unable to determine at this time.
The following percentages, by mass purchased, represent the outcomes of our risk assessment(s):

__ % of our crop supply came from low risk countries with corrective actions taken for any
known high risk sites.

___ 9% of our crop supply came from high risk countries that have high risk sites for which we
took corrective actions.

__ % of our crop supply came from high risk countries, but an audit determined the site risk to

* © 2015 Arizona State University and University of Arkansas




Commodity Mapping

Dan Sonke of Campbell’s:

“It was helpful to get maps of the geographies
of where our supply chains lie.

We use the data to educate the team on
where things come from and the related
sustainability implications.

We have corporate goals around water use
reduction. We received the report from TSC
on some of our top ingredients and the

likelihood of irrigation use in that supply.

It is really useful to start to understand
irrigation use in those supply chains and the
status of the watershed where we are
sourcing.”

* © 2015 Arizona State University and University of Arkansas

Wheat Probable Sourcing Reglons
Northeast China

|:| Medium-to-high
- Low-to-medium
o

There is an 87%
probability that 19% of
your company's total
wheat supply is grown
on farms located in the
high and medium-to-
high risk areas enclosed
by the blue cloud.
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The Sustainability Consortium® is jointly administered by
Arizona State University and University of Arkansas with additional
operations at Wageningen University and Nanjing University.

WAGENINGEN
For quality of life

M' JULIE ANN WRIGLEY

GLOBAL INSTITUTE of SUSTAINABILITY
ARIZONA STATE UNIVERSITY

R EEE

NANJING UNIVERSITY
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