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Before' we qg-et going...

This session will be recorded
> Subscribe to our YouTube channel for all recordings

We encourage interaction & questions
> Please use the tools on the right to ask questions etc.

Spread the word online
> Use the #collaborate2accelerate in your LinkedIn posts

We are building a community of 1 Million

> Together, as a network, we are changing the procurement profession.
Connect with each other via the chat, on our SPP Ambassadors LinkedIn
page and via our official registration.

People & the planet need your Pledge!
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New rules, new
regulations

What procurement can do to achieve

compliance

March 21, 2024
World Sustainable Procurement Day

Building a better
working world



Presenter
Presentation Notes
Regulations driving sustainable supply chains
Create an outline (list of the regs we will cover + discussion):



Disclaimer

Page 6

The views expressed by the presenters are their own and not necessarily those of Ernst & Young LLP or other
members of the global EY organization. Moreover, they should be seen in the context of the time they were made.

These slides are for educational purposes only and are not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young Global
Limited, each of which is a separate legal entity. Ernst & Young LLP is a client-serving member firm of Ernst &
Young Global Limited operating in the US.

This presentation is © 2024 Ernst & Young LLP. All Rights Reserved. No part of this document may be reproduced,
transmitted or otherwise distributed in any form or by any means, electronic or mechanical, including by
photocopying, facsimile transmission, recording, rekeying, or using any information storage and retrieval system,
without written permission from Ernst & Young LLP. Any reproduction, transmission or distribution of this form or
any of the material herein is prohibited and is in violation of US and international law. Ernst & Young LLP expressly
disclaims any liability in connection with use of this presentation or its contents by any third party.
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Market forces are driving a focus on creating and protecting sustainable,
long-term value across stakeholders

responding to new taxes

% .I Disruptions from climate change are increasingly difficult to predict and

.I Evolving compliance obligations with regulatory risks associated with

plan for

g | Market forces I Financial incentives to support companies in meeting their sustainability
- ivi bligati
driving the focus obligations

Rising demands for human rights, racial equity, economic equality and
social justice

. Rising customer, consumer, stakeholder and employee expectations for
trust and transparency

-l Rapid technological advancements and competition
in a time of disruption

Page 10
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Global sustainability regulations are rapidly changing

Netherlands

e Child Labor Due Diligence 2019 Norway
¢ National Action Plan 2021
Luxemburg e Transparency Act 2022

e PROPOSED Due Diligence

Canada
e Fighting Against Forced Labour and

EU Conflict Minerals Regulation 2021

EU Green Taxonomy 2020

EU Non-Financial Reporting Directive (NFDR) 2018
EU Corporate Sustainability Reporting Directive

Child Labour in Supply Chains Act
2024

2023
- ‘.,,/ ? L B DRAFT EU Directive on Corporate Sustainability Due
—  TRa <=
[ — > . Diligence ~2025

=4 Belgium

. » PROPOSEDDuty of | /;a- _ ,z (8
: Vigilance DS M Finland
- . R e PROPOSED National
K
£~

Dodd-Frank Act 2012 )
California T in Suppl Corporate Social
ElIE IREMSEEENGY T SR e Modern Slavery Act 2015 A ! -"‘ Responsibility Act

Chains Act 2012 —

2015 Trade Facilitation and Trade s .‘* B Japan

Enforcement Act = ” o & Germany  National Action Plan on Human
Uyghur Forced Labor Prevention Act France = ¢ Supply Chain Duty of Rights 2020
2022 e Duty of Vigilance Law 2017 ~ 3 Care Act 2021
California Climate Disclosures Laws N
2024 /)
SEC Climate-related Disclosures Rule 9

- e PROPOSED Bill on Human r
i% Rights and Sustainability Due

Guideline on Human Rights Due

‘ X : X Diligence in Supply Chain
N\
Austria . q i
I e PROPOSED Motion for a China
Resolution on Supply Chain e Corporate Social Credit System for
Taxation and Environmental
\~

T-a_g A-ﬂ . Protection 2021
Switzerland e PROPOSED HK Modern Slavery Bill
e Code of Obligations -

Minerals and Metals from . ’
) Conflict-Affected Areas J 7,
Mexico — US — Canada and Child Labor 2023 \
e Forced Labor Regulation 2023 l ’

' New Zealand
Brazil e PROPOSED Modern

National Guidelines on Business and Slavery Act
Human Rights (Decree No 9.571/2018)

Diligence

Resolution No. 5/2020 of the National Australia
Council for Human Rights * Modern Slavery Act 2018
itz ey 202 PROPOSED Bill of Law 572 * Customs Amendment Bill

Page 11



Sustainability regulations with supply chain implications for US companies

Corporate
Sustainability
Reporting Directive
(CSRD)

Forced Labor SEC Climate

Disclosure Rule

Regulation

Corporate
Sustainability Due
Diligence Directive
(CSDDD)

Uyghur Forced Labor
Prevention Act

Federal contractor
greenhouse gas
(GHG) and climate
risk disclosure
requirements

California Climate
Corporate Data
Accountability Act
(253)

..... —]

Voluntary Carbon
Market Disclosures
Act (1305)

California
Greenhouse Gases:
Climate-Related
Financial Risk (261)

California
Transparency in
Supply Chains Act

..... —

Page 12 EY



Forced Labor Regulation =10

Key takeaway

General information .

Companies will need to maintain proper documentation that demonstrates that imported goods
The Forced Labor Regulation, effective from

Viav 18 2023 X Aot P are not produced via forced or compulsory labor. By having the necessary documentation readily
ay 18, , enacts an obligation from the . . . . . . .

available, companies will gain a better understanding of the company's supply chain to promote
United States-Mexico-Canada Agreement ) P . g. 8 pany PRl P
(USMCA). responsible sourcing practices.

The obligation prevents the import of goods

produced fully or partially by forced or
compulsory labor. USMCA cases

This includes goods produced by forced or
compulsory child labor.
It is applicable to all Mexican importers.

Timeline A multinational tire manufacturer's facility || A Mexican cargo air carrier resolved a labor
in Mexico resolved a labor rights issue in rights violation in 2023. The resolution
2022 2023 2024. This was achieved through a included reinstating dismissed pilots,
® May remediation plan that secured S$4 million in issuing company guidelines on neutrality,
E back pay for more than 1,300 workers and good-faith bargaining and publicizing an
e USMCEA goes into ngjl:zgcneffntcaisggd improved wage benefits. upcoming union representation vote.
et due to the USMCA,

goes into effect.

Source: Secretaria de Gobernacion, 2023,

Page 13 EY


https://www.dof.gob.mx/nota_detalle.php?codigo=5679955&fecha=17/02/2023#gsc.tab=0

Uyghur Forced Labor Prevention Act

General information

The Uyghur Forced Labor Prevention Act
(UFLPA), effective from June 21, 2022,
presumes that goods from the Xinjiang
Uyghur Autonomous Region (XUAR) in China

are made with forced labor.

It authorizes the US Customs and Border
Protection (CBP) to seize goods made in XUAR
or by specific entities.

Companies can only prevent seizure by proving
that forced labor was not used in production.

Timeline

2021 2022
.

The UFLPA is signed The UFLPA goes into
into law. effect.

Source: US Homeland Security, 2022,

Page 14

Key takeaways

e Applicable companies must provide proof that their imported goods were made wholly or in
part without forced labor, which can include due diligence, supply chain tracing and measures
to avoid forced labor.

e Companies should consider enhancing their due diligence, like conducting extensive supply
chain tracing, monitoring supplier compliance, etc., to align with UFLPA rules. Awareness of
UFLPA enforcement expansions, such as investigations of high-risk commodities, is critical.

Applicability requirement

Importers of goods, wares, articles and merchandise mined, produced or manufactured wholly or in
part in the Xinjiang region

Penalties for non-compliance

Importations determined to be in violation of the UFLPA may be subject to seizure and forfeiture.

EY


https://www.dhs.gov/uflpa-entity-list
https://www.state.gov/forced-labor-in-chinas-xinjiang-region/

Corporate Sustainability Reporting Directive

General information Key takeaways

Under the European Green Deal, EU licabl . ired blish lidated inabili includi
[ ]
introduced the Corporate Sustainability Applicable companies are required to publish a consolidated sustainability report, including

Reporting Directive (CSRD). disclosure of potential adverse supply chain impacts and corresponding actions.

CSRD mandates disclosure and assurance on e An external assurance review of sustainability information is advised in preparation for CSRD.
ESG matters.

It became effective on January 5, 2023.
It strengthens the existing non-financial
reporting rules introduced in the 2014 Non-

financial Reporting Directive (NFRD).

Applicability requirement

Timeline

EU companies (including EU subsidiaries of non-EU companies) that satisfy at least two of these criteria:

2021 2023 2024 e Abalance sheet total of €20 million
® e Anet turnover of €40 million
r' m e 250 employees on average over the financial year

Non-EU companies that have a turnover of above €150 million in the EU will have to comply.

The Eu.ropean
Commission

EU Member States
have until July 6, 2024
. (i.e., 18 months after
publishes the CSRD  The CSRD enters the entry into force) to

proposal. into force. transpose the CSRD
into national law.

Penalties for non-compliance

e The CSRD does not directly stipulate sanctions for non-compliance.
e |t does provide that Member States should impose administrative pecuniary sanctions and penalties that
are “effective, proportionate and dissuasive.”
P
Page 15 EY



Corporate Sustainability Due Diligence Directive - Proposed

General information

The CS3D, currently under review, will require
companies to address negative human rights
and environmental impacts.

It applies to a company's operations,
subsidiaries and supply chains.

Companies will also need to align their
strategies with the 1.5°C global warming limit
per the Paris Agreement.

Timeline

2022 2023 2026
. TN T

If adopted in 2024,
EU Parliament votes Group 1 companies
on draft CS3D. could be required to
report by the beginning
of 2026.

The Eurbpean
Commission formally
proposes the CS3D.

Source:
European Commission,

Page 16

Key takeaways

e Applicable companies will be required to conduct due diligence, implementing preventive
measures for identified adverse impacts and ensure responsibly sourced materials.

e Directors will be mandated to incorporate due diligence into corporate strategy, ensuring
robust supply chain management.

e Companies should proactively assess their due diligence reporting and gap analysis for CS3D
compliance.

Applicability requirement

Group 1: EU companies with >500 employees and a net worldwide turnover of > €150 million in the last
financial year

Group 2: EU companies with >250 employees and net > €40 million turnover worldwide and operating in
defined high-impact sectors

Penalties for non-compliance

e Arelevant regulatory authority (designated by the EU Member States) will be able to impose sanctions,
including fines and compliance orders.

e Any victims of noncompliance with CS3D obligations will have a right to apply for compensation for
damages.

EY



https://commission.europa.eu/business-economy-euro/doing-business-eu/corporate-sustainability-due-diligence_en#why-does-the-eu-need-to-foster-sustainable-corporate-behaviour-and-responsible-corporate-governance

California climate legislation

General information

Governor Gavin Newsom enacted three
pioneering climate disclosure laws on
October 7, 2023. Non-compliant companies
operating in California may face
administrative fines up to $500,000 in a
reporting year under laws such as SB 253.

Timeline

Key takeaways

e Applicable companies will soon be required to publish emission data and mitigation plans for
Scopes 1,2 and 3.

e An external assurance review of sustainability information is advised in preparation for
reporting.

2024
o JTRETED

Effective January 2024,
companies must disclose
annually on their websites
information about those
claims and the purchase or
use of voluntary carbon
offsets to achieve those
claims.

Page 17

2025
) 532253 g

Applfcable
companies should
be gathering their

data for the year to
meet the 2026
disclosure
requirement.

2026

Disclosure reporting
dates on or before
January 1, 2026, for
both climate-related
financial risk and
measures adopted to
reduce and adapt to
climate-related financial
risk.

2026
) s52253 2

1
1
1
!

Disclosure reporting
requirement for Scope
1 and Scope 2
emissions starts in
2026 over prior fiscal
year data.

Limited assurance
compliance for Scope
1 and 2 emissions
reporting.

1 AB stands for Assembly Bill
2 SB stands for Senate Bill

2027

Disclosure
requirements for Scope
3 start in 2027 over
prior fiscal year data,
reporting within 180
days of Scope 1 and
Scope 2 disclosures.

2030

Reasonable assurance
compliance on Scope 1
and 2 emissions
reporting.

Limited assurance
compliance for Scope
3 emissions.

2030+

Starting in 2033 and
every five years
thereafter, the state
board may survey and
assess currently
available greenhouse
gas accounting
and reporting
standards.

-
EY



California Transparency in Supply Chains Act

General information

The California Transparency in Supply Chains Act
(CTSCA), effective January 1, 2012, focuses on
ensuring that companies are transparent and open
to their consumers about the potential of modern
slavery being used to create their products. The
California Franchise Tax Board is required to give
the attorney general a list of companies covered by
the act.

Timeline

Key takeaways

e This act requires applicable businesses to disclose on their websites their efforts to eradicate
slavery and human trafficking from their direct supply chain for tangible goods offered for sale.

e Companies must disclose the extent of their efforts in five areas: verification, audits,
certification, internal accountability and training.

Applicability requirement

2010 2012

I I

The CTSCA is signed into The CTSCA goes into
law. effect.

Page 18

Retailers and manufacturers doing business in California with annual gross revenue exceeding $100
million

Penalties for non-compliance

The exclusive remedy for a violation of the act is an action brought by the attorney general for
injunctive relief.

EY



https://oag.ca.gov/SB657
https://www.pillsburylaw.com/en/services/california-transparency-in-supply-chains-act.html
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These regulations require companies to consider how sustainability is embedded into

their procurement processes
2 8
©

Return and dispose

Deliver
Improving recycling process

Make
Sustainable logistics and
and driving toward a circular
economy

Product design/plan Source
Sustainable product design and Sustainable procurement and Sustainable manufacturing
end-to-end integration supplier management (e.g., net zero, zero waste to warehousing

landfill)
Visibility and transparency
Across a broader range of sustainability risk and opportunity:
Human rights and labor Data pr|vacy.and
cybersecurity

Circular economy

Diversity, equity and

inclusion
EY

Greenhouse gas emissions

Anti-corruption and

Water and waste
anti-trust

management

Page 21



There are internal challenges companies need to overcome to embed sustainability

Lack of clear business case or prioritization
of ESG initiatives

Limited visibility along the supply chain or
availability of data/systems to track
supplier progress

Limited resources/lack of ownership for
implementation of the program

Limited industry collaboration resulting in
isolated proprietary knowledge

Engage suppliers in a meaningful way e

Page 22

Pains

Exceed stakeholder expectations and
positive investor response

Differentiation and company-level sustainability
ambition

Strengthening supply chain resilience

Generate growth, cost savings and efficiency
gains

Address the issues of finite resources and climate
change/achieve social impacts

Enhance compliance and lower business
risk


Presenter
Presentation Notes
Pressure to deliver traditional SC metrics – continuity, price, specs, 
If can’t solve for the fundamentals first -  can’t do ESG
 
What is palatable / the appetite for change in the organization 
 
Mapping + understanding the benefit / stories / opportunities to engage employees + community 


=
To prepare, companies will likely need to upgrade processes, procedures and systems

across risk and supply chain

®
Strategy, goals and PoI|C|es.and incentives Risk assessment , Preventive and Data and reporting
governance ] to establ!sh a.nd drive : across the company'’s : remedial measures : systems and processes
structures to set i exzectatlonfl internally i muI.tl-tle'r SUpF"V i and supplier i with the ability to
strategy and vision and i el el i chain tq |ient|fy and i engagement to E manage multiple
establish accoun_tability i ] assess Msks ] address risk and ] requirements including
and clear reporting to i i i opportunities along the i annual disclosures,
the board, and wc_)rk : ] : value chain. Includes a : individual commodity
across supply chain, i i i grievance process to i and product disclosure
risk, compliance and : | | address and de-risk the :
sustainability ] : ! most likely and severe !
] ] ] risks in the value chain ]
STAKEHOLDER ENGAGEMENT
ot

Page 23 EY


Presenter
Presentation Notes
From disparate accountability across sustainability and compliance to centralized accountability to top management
From limited visibility often stopping at Tier 1 to full transparency to Tier N
From ad-hoc monitoring of ESG risk to near real-time identification of potential risk
From procurement and supplier management processes distinct from ESG objectives to integrating ESG into all aspects of supplier management
From limited disclosure to multiple disclosures and stakeholder engagement


Updated policies outlining how business conducts due diligence for ESG risk 
Documented roles and responsibilities for ESG supply chain risk oversight to board level
Real-time AI-enabled scanning of supplier ESG risk
Systems with visibility to Tier N
Fully integrated procurement processes that supports the supplier engagement on ESG risk
Measurement systems and contract compliance 
Supplier development programs
Clear processes for capturing and monitoring data
Central source of information integrated into procurement and GRC
Integration to P2P/ERP system to support procurement processes
Global supplier registration portal and database 




What is your sustainability ambition, readiness and maturity?

Page 24

Complying with regulations and
standards

Supporting your reporting goals by
meeting applicable sustainability
standards, guidelines and
regulations

Optimizing the efficiency and
impact of your supply chain

Transforming the entire
supply chain ecosystem

Improving the overall performance
of your supply chain in terms of
sustainability, cost-effectiveness and
operational efficiency through data-
driven decision-making

A comprehensive and strategic
change to reimagine your supply
chain and ecosystem to achieve
sustainability goals creating long-
lasting positive impacts and
generating long-term value

EY



Five actions to take to kick-start the journey

Page 25

Understand the shifting regulations, stakeholder expectations, and risks and opportunities in your supply
chain

Improve the visibility and traceability of your supply chain and understand your primary risks and
opportunities

Develop your baseline of scope 1, 2 and 3 emissions and conduct a TCFD-aligned risk assessment for climate
risk

Educate internal stakeholders and assign roles and responsibilities

Develop supplier engagement processes, including remediation and grievance processes

2\



EY | Building a better working world

EY exists to build a better working world, helping create long-term value
for clients, people and society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in over 150 countries
provide trust through assurance and help clients grow, transform and
operate.

Working across assurance, consulting, law, strategy, tax and transactions,
EY teams ask better questions to find new answers for the complex
issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the member
firms of Ernst & Young Global Limited, each of which is a separate legal entity.
Ernst & Young Global Limited, a UK company limited by guarantee, does not
provide services to clients. Information about how EY collects and uses personal
data and a description of the rights individuals have under data protection
legislation are available via ey.com/privacy.

EY member firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

US SCORE no. 22740-241US

© 2024 Ernst & Young LLP.
All Rights Reserved.
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Presenter
Presentation Notes
Next Slide – SPP Closing (invitation to pledge to the SPP)


Now is just the beginning!

Pledge for change today by joining the SPP community
> spp.earth —click JOIN US

Spread the word online
> Use the #collaborate2accelerate in your LinkedIn posts

We are building a community of 1 Million
» Connect with like-minded people via our SPP Ambassadors LinkedIn group

Sustainable Procurement Ambassadors

ili Private Listed

PROCUREMENT DAY

~) WORLD
y SUSTAINABLE #collaborate2accelerate
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https://spp.earth/join-ambassador-network/
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Lauren Rogge is a Partner in EY’s Climate Change and Sustainability Services team, based in New York, where
she leads EY’s solution for sustainable supply chain, responsible sourcing, and human rights. Lauren has
worked at the interface of business and sustainability her entire career and has a particular passion for
understanding and managing social and environmental impacts across complex value chains. She works with
companies in a range of sectors to embed these topics into their strategy, supply chains, risk management
processes and disclosures. She has provided sustainability and supply chain consulting services to clients
across Australia, Asia-Pacific, Europe and the Americas. She holds a Bachelor of Commerce and Laws and is

admitted as an attorney in Australia.

Ryan Nied is Vice President, Direct Procurement at Mark Anthony Brewing and has served as a Co-Chair of the
USA Chapter for the Sustainable Procurement Pledge since 2021. In his current role, Ryan is leading a newly
expanded Procurement organization that drives category strategies, supplier innovation and sustainability
initiatives that align with the Company's purpose to "Unearth the Extraordinary". Ryan has 26 years of
Procurement experience gained across the Food, Beverage, CPG and Oil & Gas industries. Prior to Mark
Anthony Brewing, he has held increasingly responsible Procurement leadership roles in large global companies

such as BP, Diageo and Heinz.
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Anthony Fuller is Co-Chair of the SPP USA Chapter. He works as Global Head of Sourcing at Mitsubishi Tanabe,
a Japanese pharmaceutical company, based out of their Jersey City office. Prior to joining Mitsubishi, Anthony
worked at Eli Lilly and Bristol-Myers Squibb, following several years spent on the supplier side. He currently
lives with his family in New Jersey. Anthony is an alumnus of the Universities of Oxford, Sheffield and
Northumbria, holding graduate degrees in business and politics, as well as law. Anthony is a CPSM from the
Institute for Supply Management and a Fellow of the Chartered Institute for Procurement and Supply. He has
studied with the Cambridge Institute for Sustainability Leadership and is a GRI certified professional.

Augustina Kydonieus joined the Sustainable Procurement Pledge in 2022 and currently serves as coordinator/
interim Co-Chair for the USA Chapter. For 20+ years she has served in strategic roles from mid to senior levels
as a procurement business partner across diverse industries including Commercial Real Estate, Financial
Services, Integrated Facilities Management, and Technology. Augustina is an active Member of the Chartered
Institute for Procurement and Supply (MCIPS). She lives with her husband in San Francisco, California.
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