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Welcome to NAEM

Research Insights Targeted Networking

Actionable strategies that empower
EHS&S leaders to make an impact
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120

Corporate I\/Iembers

& & 2 AR %N\ =T \. N ;’ / ~
AR AN _—\ | AV
ol | //" . !
Indivi d ual Members. AL GNP VY
e\ Reaching a

community of Practice

60 100K+

Affiliate Members



Today’s Speakers

Emily Vesling Clarence Jackson Jessica Wollmuth Elizabeth Ryan
Supplier Sustainability ~ Director, Sustainable Principal, Climate Change Director of
Manager Supply Chain and Sustainability Services Communications
Ingersoll Rand Cox Enterprises EY NAEM
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Today’s Purpose

To share highlights from NAEM's

latest report

To help you benchmark your

progress with your peers

To identify actionable strategies to

Bl take your program to the next level




About this Research
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About our Research

Insights From Successful Supply
Chain Sustainability Practices

Sponsored by: EY
working worid |

Download the full report at
naem.org

e Approach:
= Survey of adoption on leading practices
" |Interviews with leadership companies

e Respondents:
® 79 In-house corporate EHS&S Leaders

e Content:
= Benchmarking results on program maturity

" Case study examples from companies with
leading programs

= |deas to help you advance your program
performance



Less than $250 Million USD
$250 Million - $1 Billion USD
$1 Billion - $10 Billion USD
$10 Billion - $25 Billion USD
$25 Billion - $50 Billion USD
More than $50 Billion USD

Source: NAEM's 2018 Trends research
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Company Annual Revenue

39%

79



Pharma/Med Device Manuf.
Chemical Manufacturing
Utilities

Consumer Product Manufacturing
Multi-Industry Company
Services

Aerospace Manufacturing
Automotive Manufacturing
Consulting

Diversified Manufacturing
Other Manufacturing

Retail & Wholesale Trade
Information

Transportation & Warehousing
Electronics Manufacturing
Industrial Machinery Manuf.
Mining

Other

Source: NAEM's 2018 Trends research

Industry Sector

11%

13%

79



Maturity of Sustainability Program
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. High . Medium . Low . Other

% Source: NAEM's 2018 Trends research
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Report Contributors
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Emily Vesling

Jarrett Bens
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Gabe Wing
Martha Coopersmith-Gray Herman Miller
Amphenol

Mark Yannett
Kent Ensing Spectrum Brands
Herman Miller




Key Takeaways
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Sustainability in the

Supply Chain Is
Starting to Take Hold




“Most of the chemical manufacturers and our direct
suppliers will tell you that this is a pretty common
ask nowadays.”

“The company is finally getting the message of how
important sustainability is...As a result our
corporate group in the last couple of years has
gone from two to three people to up to eight to 10

people.”




Most Companies are
Measuring their

Environmental Impacts
Along the Supply
Chalin







P |
| " "Most people might think it's energy or transportation or i

©  something like that, but our carbon footprint is really
focused heavily around what materials we choose, N
whether it be their embedded energy, their environmental =
‘ and health impact, their weight; all of those different ,
factors kind of are carried into the material oy
choices... That's why we spend so much time in our P

supply chain helping [our partners] understand the
Importance of good choices.”
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Supplier Risk

Assessments are Also
Common




80%

of companies
conduct supplier

EHS&S risk
assessments or are
planning to do so.

Source: NAEM's 2018 Trends research







Sustainability
Requirements are now

Baked Into Purchase
Agreements




76%

of companies are
incorporating
sustainability criteria

into the procurement of
goods and services or
are planning to do so.

Source: NAEM's 2018 Trends research




“We're communicating it right up front, when a
supplier receives our terms and conditions ... SO
there’'s no way for them to get around it...\When a

supplier agrees to do business with us, it has all
of these guidelines about what they can send to
us and what they can't.”
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Companies are
Redesigning Their

Products With
Sustainability in Mind




are integrating
sustainabpility into the

new product
development or are
planning to do so.

Source: NAEM's 2018 Trends research




“What's in it for our suppliers is a better
understanding of requirements for safe

chemicals...\WWhen we do bring new products to
market there's less likelihood that we'd have to
eliminate chemicals of concern."
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Program Case Study: Cox Enterprises
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N Cox Enterprises:
\ Sustainable Supply Chain
»~_ Progress and Strategy




Who We Are

Privately Held , Family - Owned

Led by 3rd and 4th Generation Family Members

55,000 Employees

1898

Year
established

13

countries of
operation




COX

ENTERPRISES
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2018 GOALS AND RESULTS for Cox
Operations

Zero Waste to Water Neutral by Carbon Neutral
Landfill by 2024 2044 by 2044
s 40,000 22.6M 9,123
W tons of waste gallons s e tons of CO,
diverted redur;ed 2 = rfj"f OO™O"* offset

- .' o 1
e ”
%

72% to zero waste goal ® 19% to water neutral goal 15% to carbon neutral goal




Why we are focused on sustainable supply chain

as\'e '\\’\ Supply cha[b
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operations
33X
285)( of ' . of operations

of operations

Carbon from
operations

Our supply chain has a
significantly greater
2.9X impact than our

of operations operations




Where we are In the process

Cox’s sustainable supply chain strateg

2018 Implement 2020

and measure

o) v

Implement

N

N

2017 Consolidated
sustainable supply chain 2019/2020 Drive

% strategy consistency

2020+ Advance integration




Final draft RACI model for sustainable supply chain governance

Excerpt from DRAFT sustainable supply chain
strategy RACI

Cox Enterprises
. . Guide
Dl RAFI- Sustainable suppl? Chain Strateg'f RACI R = Responsible - Individual|s) who performs an activity — responzible for action/implementation of an activity. Must be in goals/MBEOs. An activity can have more than one R
) o . " e A = Accountable - The individual wha is ultimately zccountable, including yes/no authority and power of veto.  Must be in gozls/MBOs. Only one A can be assigned to an activity
1. Review each activity in Column & and confirm you agree with it ar highlight it _ L. o
i that Zhould b dified or deleted C = Consulted - Must always be consulted before a decision or action is taken
as something that should be modiied or delste I = Informed - Must always be informed after a decision or action has been taken

2. Then determine if individuals from Corporate, the Divisions or bath will need
to be involved for each activity and make your selection in Column B
3. Assignooly one "A" and atleast one "R" for each activity, Hssign "C's" and

"I's" as needed Rfeined [arlies RERT I RSV & COmact o COmaets Germed
Corporate Councils Divisions
Senior Senior Director,
Director, Vendor
Activi Directo Directo Corporate Social ssC Supph
Activi {c.:w:f sve VPEw. | AVPEm. | Cleantech | AVPSupply Erlll:er risre \;;ndurr TBD New n;sm n:ibili , Legal T mw | ConProc | CoxEne. um:
o Di'i:i::{ " | Finance = Sust. Sust. | Strat.and | Chain & Fleet Soumir;a ia DirectorssC  ° nd::rm h Council  Council > Procurement
- ] e -
M F [ (] P -] ™ v FF O F [ -l

Ongoing executive and Board Sustainability Committee
gwareness of progress toward achieving 55C strategy

Corporate A C | R

Strategy development, refinement and implementation

Refinement and implementation of 55C strategy

Ongoing development and refinement of divizion-level
management actions

Implementation of the division-level management
actions, working with necessary functional leads to Division R [ A
execute management actions

Annual review of 55C strategy and management actions
proposed by respective 55C Division Teams

Ongoing development of the 35C strategy, including
companywide goals, targets, and initiatives

Corporate ¢/l A R | |




Cox Enterprises Supplier Guide

A sustainable supply chain / supplier guide will be our formal document we’ll share
with our suppliers to promote supply chain transparency and sustainability

Cox’s vision

Conveys sustainability expectations
of suppliers

Minimum supplier
expectations addressing

Foundation for RFPs and contracts . o
topics within

Will drive collection of supplier environmental, social

sus?a_lnablllty _mformatlon to support & governance aspects
decision-making
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. Jessn:a Wollmuth Prlnmpal Cllmate Change and Sustamablllty

Building a better
working world
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Investors are concerned about the sustainabllity risks
In supply chains

Of investors surveyed (97%) say they conduct an evaluation of target companies’

) nonfinancial disclosures
97%’ 2018 2017

Risk or history of poor governance practices 63% 32% 5% 38% 59%

Risks in supply chain tied to ESG factors 52% 38%

15% 68% 17% ‘

Risk or history of poor human rights practices 49% 44% 7% 32% 57%

[
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Risk from climate change 48% 44% 71% 21

Risk from resource scarcity (e.g., water) 22% 68% 10% 2% 75% 13%
Risk or history of poor environmental performance EWAA 78%

5% 15% 76%

Limited verification of ESG-related data and claims 17% 70% 13% 20% 63% 17%

Absence of a direct link between ESG initiatives and
business strategy

=Y
©)
X

79% 11% 2% 59% 29%

= = x
X
©0 X

x

B Rule outimmediately Reconsider B No change

Source: https://www.ey.com/en qgl/assurance/does-nonfinancial-reporting-tell-value-creation-stor



https://www.ey.com/en_gl/assurance/does-nonfinancial-reporting-tell-value-creation-story

What does a sustainable supply chain look like?

Leading

Mature

Established

» Sustainability is part of the company culture

» Focus on long-term risk and opportunity

» Sustainability is part of upstream design and/or purchasing decisions
» Invest in supplier capacity building

» Monitoring and visibility beyond Tier 1

» Supplier spend allocation are based on sustainability performance
» Provide training for suppliers

» External collaborations

» Optional or mandatory processes are in place to screen, select and manage suppliers
» Greater focus on managing short term risks
» Includes site visits of suppliers

» Focus on risk and compliance
» Focus on audit-only approach for high risk areas
» Transactional relationship with suppliers

» Set minimum standards or guidelines for suppliers
» Basic understanding of supplier risks

EY



First Steps in Getting Started

Reporting and

continuous Map supply chain
improvement sustainability risk and
5 opportunity
EY

methodology

Deliver program

implementation and Conduct risk

support services and opportunity
assessment and
guantification
4 Develop an
issue-specific

program 3

1.

Map your suppliers and
assess materiality to
focus on the most
pressing value chain
ISsues

Engage with your industry
bodies to understand the
trends In your sector

Leverage technology to
iIncrease visibility into
your supply chain

EY



Map your supply chain and prioritize

Step

Tasks description

1

Map supply chain
sustainability risk
and opportunity

Map the supply
chain to identify
high-level risks
and opportunitie:;

Prioritize areas
of focus

Develop the
business case
(go/no-go)
and drivers

2

Conduct risk and
opportunity
assessment and
quantification

Assess, validate and
quantify risks and
opportunities

Assess current state
of organization
sustainable supply
chain operating
model including
governance, people
and processes,
technology and
analytics to

identify gaps

(3 4 5

Deliver program
implementation
and support
services

Reporting and
continuous
improvement

Develop an issue-specific
program

Develop program to manage
supply chain risks and
opportunities such as policies,
processes and procedures for:

Risk assessment
Supplier assessment
Controls

Tool to track and measure
and
report progress

Audit and monitoring
program

Collaboration, training and
capability building
Stakeholder engagement
program

Integration into business
processes

Continually monitor and assess

Implement agreed
upon approach
and program
design elements

Provide program
implementation
support

Deliver training
and
communications

Integrate into
existing business
processes

Measure results
and assess
effectiveness of
program

Report
performance to
key stakeholders

Align reporting
with common
frameworks and
regulatory
requirements

Identify
opportunities for
continuous
improvement
and innovation

EY



Collaboration is critical for addressing the complexity
of supply chain challenges

 Responsible Business Alliance
e Sustainability Consortium

International Petroleum Industry
(«“. Environmental Conservation

° @ Association (IPECA)
S

20° ‘))))) Together for Sustainability (TfS)

[ J
=7

e Pharmaceutical Supply Chain
Initiative (PSCI)

e Sustainable Apparel Coalition (SAC)

e Issue or commodity specific, e.g.
Alliance to End Plastic Waste

EY



Companies are leveraging technologies and
collaborating to increase visibility and influence

How companies use technology to create sustainable supply chains

» Interface with the customer to » Dashboard that displays supplier
provide real-time information ‘ profile, factory risks, KPIs and open
relating to the supply chain issues

» Integration [ | » Visibility of supplier and factory by

brand or product
» Scheduling and controlling of audits,
milestones and corrective actions

with supplier management
systems and existing
enterprise resource planning

» Communication and collaboration
with stakeholders to track

\

L

4

trends and regulations D

______

» Single source of truth

» Supply chain partners connected via ‘ » Utilizing temefgl_rgg, real-tll_me data
one platform sources to monitor supplier
. . o performance
» Comprehensive analysis tools for » Leveraging cloud-based modules
categorization and selection of 1o execute compliance/audit
vendors ’ plans, including logistics, reporting

» Learning and survey capabilities to and traceability
foster education for suppliers M A TR » Audits conducted via tablet to
» Transparency through Tier 2 and ﬂ ﬂ d streamline audit process

beyond » Facilitates sharing of audit data

EY



Discussion
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Thank you to our Report Sponsor

EY

Building a better
working world




Access the Full Results

Insights From Successful Supply

% Chain Sustainability Practices
|7 NOVEMBER 2019 7

VisSit www.naem.orq

Sponsored by: EY
Building a better
working world



http://www.naem.org/

Mark your calendar

November 21 December 5

Improve Enterprise Risk Management
With Systems Thinking and New
Technology

How Agile Leads to a Win-Win
Software Implementation

For more information or to register, visit
WWW.Naem.org



http://www.naem.org/

Save the Date for NAEM’s 2020 Conferences

EHS Software,
Innovation & EHS Operational

Sustainability
Impact

EHS&S

Management
Forum

Technology Excellence

From Aspiration to
Showcase

Operation

March 3-5

~[ May 5-7 ] Aug. 3-5 Oct. 20-23

( 4 ) 4

Denver, CO Fort Worth, TX

. J .

New Orleans, LA

~[Co|umbus, OH

.

To learn more or to register, visit
WWw.naem.org



http://www.naem.org/

Connect with NAEM

e Online: www.naem.org

e Via email: elizabeth@naem.org

e Social media:
= Twitter: @NAEMorg
® Facebook: www.facebook.com/NAEM.org
® LinkedIn: https://www.linkedin.com/company/naem



http://www.naem.org/
mailto:elizabeth@naem.org
http://www.twitter.com/NAEMorg
http://www.facebook.com/NAEM.org
https://www.linkedin.com/company/naem

Thank you for Attending!

Al

[AA

A recording will be available in 1-2 days. Have a safe & great day!
You will receive an email once it's posted
to our site.
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