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AGRICULTURAL PRODUCTS
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https:/www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Agricultural Products
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 105° and referenced in AT-C section 395. “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Agricultural Products industry is engaged in-grewirg; processing, trading, and distributing vegetables and fruits,
and producing and milling agricultural commodities including grains, sugar, consumable oils, maize, soybeans, and
animal feed. Agri i e istributi g ach-a

grains-and-beans—Agricultural products are sold directly to consumers and to businesses for use in consumer and
industrial products. Mertically-trtegratedCompanies in the industry typically purchase agricultural products eempanies-
operate-farms,-eropfrom entities that grow such products (either directly or indirectly) to then conduct value-adding

activities (e.g., processing-faeitiesand-sterage, trading, distributing, milling, etc.). Agricultural products companies
are also involved in the wholesale and distribution aetwerksof products such as grains and beans. The industry is

global and companies may source a substantial part of agricultural commodities from thousands of third-party
growers in various countries. Therefore, managing sustainability risks, including environmental and social issues,

within the farms-and-eempantesinthe-supply chain is critical to securing raw materials and reducing the risk of price
increases.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Agricultural Products industry, the SASB has identified the following sustainability disclosure topics:

e Greenhouse Gas Emissions e Energy & Fleet Fuel Management

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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o Water WitherawalManagement o Climate Changelmpacts-on-Crop-Yields

R e e Environmental & Social Impacts of

« Food Safety Ingredient Supply Chains

s e e

FairtaboerPractices & GMO Management )
® o] E

e Workforce Health & Safety

2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB's Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).

8 https://library.sasb.org/materiality bulletin/

° https://library.sasb.org/implementation-guide

10 C.F.R. 229.303(Item 303)(@)3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to

understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
(“Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not

12 http://using.sasb.org/mock-10-k-library/
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otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.
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Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company'’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization

% In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF

ACTIVITY METRIC CATEGORY MEASURE CODE
Production by principal crop' Quantitative Metric tons (t) NGO+

FBO101-A
Number of processing facilities Quantitative Number ENO1B4

FBO101-B
Total land area under active production Quantitative Hectares NGO+

FB0101-C
Amount of agricultural raw materials sourced Quantitative U.S. Dollars (S) ENO1OH
externally” FB0101-D

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.

19 Principal crops are those crops that accounted for 10 percent or more of consolidated revenue in any of the last three fiscal years,
consistent with 17 CFR 229.101.

20 processing facilities include those facilities that are involved in the manufacturing, processing, packing, or holding of agricultural products
and exclude administrative offices.

21 The amount of agricultural raw materials sourced externally should be calculated as the cost to purchase such materials, where
agricultural raw materials are defined by €EN64+0+FB0101-23.43586 and are limited to those products grown on land that is not owned or
operated by the registrant.
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Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.??

Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain

22 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements."”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Greenhouse
Gas Emissions

Energy & Fleet
Fuel
Management

Water
Withdrawal

Management

ACCOUNTING METRIC

Gross global Scope 1 emissions

Biogeniccarbon-diexide-(C02)-emissions?

Description of long-term and short-term strategy
or plan to manage Scope 1 emissions, emission-
reduction targets, and an analysis of
performance against those targets

Operational energy consumed, percentage grid
electricity, percentage renewable

Fleet fuel consumed, percentage renewable

(1) Total water withdrawn and (2) total water
consumed, percentage of each in regions with
High or Extremely High Baseline Water Stress

Discussion of water withdrawalmanagement risks

and description of management-strategies and
practices to mitigate those risks

Number of incidents of non-compliance with

water -quality and/or quantity permits,

standards, and regulations

© SASB 2017 ™

CATEGORY

Quantitative

Gantitat

Discussion &
Analysis

Quantitative

Quantitative

Quantitative

Discussion &
Analysis

Quantitative

UNIT OF

MEASURE

Metric tons (t)
COz-e
R
€02

n/a

Gigajoules
(G)),
Percentage (%)

Gigajoules
(G)),
Percentage (%)

Cubic meters
(m3),
Percentage (%)

n/a

Number

CODE

ENOHOT
FB0101-01

€NB181-62

ENO1OT
FB0101-03

FB0101-06

ENOIOH07
TA08-04-
01
ENOIOH10

TA08-05-
01

ENG161-68

SUSTAINABILITY ACCOUNTING STANDARD | AGRICULTURAL PRODUCTS |

12



TOPIC

Food Safety-&
Health-Concerns

GMO
Management

ACCOUNTING METRIC

Global Food Safety Initiative (GFSI) audit
conformance: (1) major non-conformance rate
and associated corrective action rate and (2)
minor non-conformance rate and associated
corrective action rate

Percentage of agricultural products sourced from
suppliers certified to a Global Food Safety
Initiative (GFSI) scheme

Number of recalls issued, total amount of food
product recalled®

Description of strategies to manage the use of
genetically modified organisms (GMOs)

Fabrlaber Pereentage-of farms-and-facifities-certified-for fair-taber
Proctices8- practices
Workforce
Health & Safety (1) Total recordable injury rate (TRIR), (2) fatality
rate, and (3) near miss frequency rate (NMFR) for
(a) direct employees and (b) seasonal and
migrant employees
L
Climate-Change- Amount of crop losses, percentage offset through-
meaet:s-on- financial-mechanisms
Crop-Yields
SFage-erop yieia-ana Hve year StandareGeviation pe
GERHCAHOR O PHACHDAT COPSanRE GISEUSSOR-OTASKS
Environmental |jentification of principal crops and discussion of
%‘)f risks and opportunities presented by climate
Ingredient ——
Supply Chains

Percentage of agricultural raw materials sourced
from regions with High or Extremely High
Baseline Water Stress

Description of management strategy for
environmental and social risks arising from
contract growing and commodity sourcing

Percentage of agricultural raw materials that are
certified to a third-party environmental and/or
social standard

product or those related to serious illness or fatality.

© SASB 2017 ™

CATEGORY

Quantitative

Quantitative

Quantitative

Discussion &
Analysis

Gantitat

Quantitative

-
Analysis

Discussion &

Analysis

Quantitative

Discussion &
Analysis

Quantitative

UNIT OF

MEASURE

Rate

Percentage (%)
by spend

Number,
Metric tons (t)

n/a

el
Q
—+
¢}

n/a

Percentage (%)
by spend

n/a

Percentage (%)
by spend

CODE

ENG1BE
FB0101-13

ENOHOT
FB0101-14

ENG1BE
FB0101-15

ENG1B+
FB0101-18

NOHo+-22

TA08-10-
01

ENOHOT
FB0101-23

ENG1B4
FB0101-24

ENG1B4
FB0101-25

26 Note to €NO101FB0101-15—Disclosure shall include a description of notable recalls, such as those that affected a significant amount of
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UNIT OF

TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE

Suppliers’ social and environmental

responsibility audit conformance: (1) major non- TA08-11-
conformance rate and associated corrective Quantitative Rate r
action rate and (2) minor non-conformance rate -

and associated corrective action rate

Management-of- E' i
the Legal-&

Emmﬁ! #aete%s—aﬁd—deeeﬁpﬂe&ef—eﬁeﬁs—t&maﬁageﬁﬁks—&ﬁd— Arakysis
opportRftiespresented—
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Greenhouse Gas Emissions

Description

Agriculture is a significant contributor to global greenhouse gas (GHG) emissions, particularly extremely potent non-
carbon dioxide emissions. In the Agricultural Products industry, direct GHG emissions occur during different stages of
value creation. The majority of emissions in crop cultivation stem from land management practices, including fertilizer
application, land clearing, and crop burning, and occur primarily in the form of methane and nitrous oxide. The
monitoring and control of non-point emissions such as these is more challenging than for point sources. More
stringent GHG regulations that include crop cultivation in their scope present risks and opportunities for the
Agricultural Products industry. Regulatory compliance can increase costs of doing business, reducing operational
efficiency, particularly for companies that are not adept at, or are facing difficulties with, managing GHG reductions.
At the same time, fuel used in milling processes, which also contributes to the industry’s direct GHG emissions,
accounts for a large portion of total costs. Companies that invest in energy efficiency and manage their energy mix
effectively can substantially reduce their operating expenses and improve profit margins. Firms that currently derive
most of their energy from biogenic sources may benefit from lower risks associated with energy independence, such
as volatile fuel prices and supply disruptions, as well as from regulations that exempt biogenic emissions from
compliance. On the other hand, if the regulatory environment were to change toward accounting for these emissions
as Scope 1, with associated reduction obligations, agricultural companies may be significantly impacted.

Accounting Metrics

€NO101FB0101-01. Gross global Scope 1 emissions

.01 The registrant shall disclose gross global Scope 1 greenhouse gas (GHG) emissions to the atmosphere of the six
GHGs covered under the Kyoto Protocol (carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons, sulfur hexafluoride, and nitrogen trifluoride).

e Emissions of all gases shall be disclosed in metric tons of carbon dioxide equivalents (CO2-e), calculated
in accordance with published 100-year time horizon global warming potential (GWP) factors. To date,
the preferred source for GWP factors is the Intergovernmental Panel on Climate Change (IPCC) Fifth
Assessment Report (2013).

e  Gross emissions are GHGs emitted to the atmosphere before accounting for any GHG reduction
activities, offsets, or other adjustments for activities in the reporting period that have reduced or

compensated for emissions.

e Disclosure corresponds to section CC8.2 of the CDP Climate Change Questionnaire and Questionnaire
and section 4.25 of the Climate Disclosure Standards Board (CDSB) Climate Change Reporting
Framework (CCRF) (2012), which corresponds with REQ-04 of the CDSB Framework for Reporting
Environmental Information and Natural Capital (2015).

= The registrant shall consider the CDP Climate Change Questionnaire as a normative reference, thus any
updates made year-on-year shall be considered updates to this guidance.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | AGRICULTURAL PRODUCTS | 15



.02

.03

.04

.05

.06

.07

.08

Scope 1 emissions are defined by the World Resources Institute and the World Business Council on Sustainable
Development (WRIAWBCSD) in The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard,

Revised Edition, March 2004 (hereafter, the “GHG Protocol”).

e These emissions include direct emissions of GHGs from stationary or mobile sources that include, but
are not limited to, drainage and tillage of soil, fertilizers, land-use change, equipment, production
facilities, and transportation (i.e., marine, road, or rail).

GHG emission data shall be consolidated according to the approach with which the registrant consolidates its
financial reporting data, which is generally aligned with:

e The Financial Control approach defined by the GHG Protocol and referenced by the CDP Guidance for

companies reporting on climate change on behalf of investors & supply chain members 2015
(hereafter, the “CDP Guidance").?”

e The approach detailed in Section 4.23, “Organizational boundary setting for GHG emissions
reporting,” of the CDSB Climate Change Reporting Framework (CCRF) (2012), which corresponds with
REQ-07 of the CDSB Framework for Reporting Environmental Information and Natural Capital (2015).28

The underlying technical approach to data collection, analysis, and disclosure shall be consistent with the CDP
Guidance.

e The registrant shall consider the CDP Guidance as a normative reference, thus any updates made year-
on-year shall be considered updates to this guidance.

The registrant should discuss any change in its emissions from the previous fiscal year, such as if the change was
due to emissions reductions, divestment, acquisition, mergers, changes in output, and/or changes in calculation
methodology.

In the case that current reporting of GHG emissions to the CDP or other entity (e.g., a national regulatory
disclosure program) differs in terms of the scope and consolidation approach used, the registrant may disclose
those emissions. However, primary disclosure shall be according to the guidelines described above.

The registrant should discuss the calculation methodology for its emissions disclosure, such as if data are from
continuous emissions monitoring systems (CEMS), engineering calculations, mass balance calculations, etc.

The registrant should consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

27 " An organization has financial control over an operation if it has the ability to direct the financial and operating policies of the operation
with a view to gaining economic benefits from its activities. Generally an organization has financial control over an operation for GHG

accounting purposes if the operation is treated as a group company or subsidiary for the purposes of financial consolidation.” Guidance for

companies reporting on climate change on behalf of investors & supply chain members 2013, p. 95.

28 This is based on the requirements of International Accounting Standards/International Financial Reporting Standards (IAS/IFRS) on
consolidation and equity accounting and is consistent with how information relating to entities within a group or interest in joint
ventures/associates would be included on consolidated financial statements, as per the CDSB Climate Change Reporting Framework.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | AGRICULTURAL PRODUCTS |

16


http://www.wri.org/publication/greenhouse-gas-protocol-corporate-accounting-and-reporting-standard-revised-edition
https://www.cdp.net/Documents/Guidance/2015/Climate-change-reporting-guidance-2015.pdf
https://www.cdp.net/Documents/Guidance/2015/Climate-change-reporting-guidance-2015.pdf

o The area of forestlands used to grow the biomass
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€NO101FB0101-03. Description of long-term and short-term strategy or plan to manage Scope 1 emissions,

emission-reduction targets, and an analysis of performance against those targets

-+4.09 The registrant shall discuss the following, where relevant:

The scope, such as whether strategies, plans, and/or reduction targets pertain differently to different
business units, geographies, or emissions sources;

Whether strategies, plans, and/or reduction targets are related to or associated with an emissions
disclosure (reporting) or reduction program (e.g., E.U. ETS, RGGI, WCI, etc.), including regional,
national, international, or sectoral programs; and

The activities and investments required to achieve the plans, and any risks or limiting factors that might
affect achievement of the plans and/or targets.

—+5.10 For emission-reduction targets, the registrant shall disclose:

© SASB 2017 ™

The percentage of emissions within the scope of the reduction plan;
The percentage reduction from the base year;

= The base year is the first year against which emissions are evaluated toward the achievement of the
target.

Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target;

The timelines for the reduction activity, including the start year, the target year, and the base year.
Disclosure shall be limited to activities that were ongoing (active) or reached completion during the
fiscal year; and

The mechanism(s) for achieving the target, such as agroforestry, composting, integrated pest
management, low tillage, on-site energy-generation efficiency efforts, energy source diversification,
etc. Where necessary, the registrant shall discuss any circumstances in which the target base year
emissions have been, or may be, recalculated retrospectively or where the target base year has been
reset.

SUSTAINABILITY ACCOUNTING STANDARD | AGRICULTURAL PRODUCTS |
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—+6.11 Disclosure corresponds with:
e (CDSB CCRF Section 4, “Management actions."?*
e (CDP questionnaire (2015) CC3, “Targets and Initiatives."”

-7.12 Relevant initiatives to discuss may include, but are not limited to, precision fertilizer application, reducing
changes in land use, implementing minimum till practices, and avoiding drainage of wetlands, consistent with
the IPCC Fourth Assessment Report: Climate Change 2007: Working Group lll: Mitigation of Climate Change.

Additional References

GHG Protocol Agricultural Protocol

GHG Protocol Agricultural Guidance

29412, "Disclosure shall include a description of the organization’s long-term and short-term strategy or plan to address climate change-
related risks, opportunities, and impacts, including targets to reduce GHG emissions and an analysis of performance against those targets.”
Climate Change Reporting Framework — Edition 1.1, October 2012, CDSB.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | AGRICULTURAL PRODUCTS | 19


https://www.ipcc.ch/pdf/assessment-report/ar4/wg3/ar4-wg3-chapter8.pdf
http://www.ghgprotocol.org/files/ghgp/Draft_of_Ag_Protocol_Oct_28.pdf
http://www.ghgprotocol.org/files/ghgp/GHG%20Protocol%20Agricultural%20Guidance%20(April%2026)_0.pdf

Energy & Fleet Fuel Management

Description

Sugar, grain, and oilseed milling requires substantial quantities of energy, which is sourced from the direct
combustion of fossil fuels (leading to direct sustainability impacts) and the electrical grid (leading to indirect impacts).
At the same time, companies in the wholesale segment operate extensive fleets, which require a substantial amount
of fuel to operate. Fossil fuel and electrical energy consumption can contribute to environmental impacts, including
climate change and pollution. Energy management primarily impacts current and future costs of operation. Climate
regulation and other sustainability factors could result in higher or more volatile electricity and fuel prices, increasing
operating costs for agricultural products companies. Reducing energy consumption, through process improvements or
fleet efficiency, for example, can lower costs, directly affecting a company’s bottom line. The tradeoff between on-site
versus grid-sourced electricity and the use of alternative energy can play an important role in influencing both the cost
and reliability of a company’s energy supply, as well as the extent of direct versus indirect emissions. While investment
in on-site renewable energy may create increased up-front costs, it can bring long-term savings. Additionally,
renewable energy use may shield agricultural products companies from punctuated price spikes for fossil fuels or
energy shortages, particularly in emerging markets, where there may be progressive instances of demand outstripping

supply.
Accounting Metrics

€NO101FB0101-04. Operational energy consumed, percentage grid electricity, percentage renewable

-8.13 The registrant shall disclose energy consumption from all sources, excluding fleet vehicles, as an aggregate
figure in gigajoules or their multiples.

e The scope includes energy purchased from sources external to the organization or produced by the
organization itself (self-generated).

e The scope includes only energy consumed by entities owned or controlled by the organization.

e The scope includes energy from all sources including direct fuel usage, purchased electricity, and
heating, cooling, and steam energy.

e The scope of disclosure excludes fuel consumption by fleet vehicles.

-49.14 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values
(HHV), also known as gross calorific values (GCV), which are directly measured or taken from the
Intergovernmental Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy
Information Administration (EIA).

26.15 The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy

consumption.

2%.16 The registrant shall disclose renewable energy consumption as a percentage of its total energy consumption.
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=22.17 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid
electricity.

e For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired
on behalf of the registrant in order for the registrant to claim them as renewable energy.

e  For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.

e The renewable portion of the electricity grid mix that is outside of the control or influence of the
registrant is excluded from disclosure.?°

e Renewable energy is defined as energy from sources that are replenished at a rate greater than or
equal to their rate of depletion, consistent with EPA definitions, such as geothermal, wind, solar,
hydro, and biomass.

23.18 For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is limited
to the following:

e Energy from hydro sources that are certified by the Low Impact Hydropower Institute or that are
eligible for a state Renewable Portfolio Standard.

e Energy from biomass sources is limited to materials certified to a third-party standard (e.g., Forest
Stewardship Council, Sustainable Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered “eligible renewables” according to
the Green-e Energy National Standard Version 2.5 (2014), and materials that are eligible for a state
Renewable Portfolio Standard.

=24.19 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as
the use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (for energy data
including electricity from solar or wind energy).

€NO101FB0101-05. Fleet fuel consumed, percentage renewable

25.20 The registrant shall disclose total fuel consumption by fleet vehicles as an aggregate figure in gigajoules or
their multiples.

e The scope includes fuel consumed by vehicles owned or operated by the registrant.

=26.21 Fuel consumption shall be based on actual fuel consumed (i.e., not based on design parameters).

30 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid.
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2+.22 Acceptable methods for calculating fuel consumption include adding fuel purchases made during the year to
beginning inventory at the start of the year, less any fuel inventory at the end of the year, or tracking fuel
consumption by vehicle or through expense reports.

28.23 The registrant shall disclose renewable fuel consumption as a percentage of its total fuel consumption.

e Renewable fuel is defined, consistent with the U.S. EPA’s Renewable Fuel Standard (40 CFR Section
80.1401), as a fuel which meets the following requirements:

=  Fuel that is produced from renewable biomass.

=  Fuel that is used to replace or reduce the quantity of fossil fuel present in a transportation fuel, heating
oil, or jet fuel.

= Fuel that has lifecycle greenhouse gas (GHG) emissions that are at least 20 percent less than baseline
lifecycle GHG emissions, unless the fuel is exempt from this requirement pursuant to § 80.1403.

29.24 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values
(HHV), also known as gross calorific values (GCV), which are directly measured or taken from the
Intergovernmental Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy
Information Administration (EIA).

30.25 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as
the use of HHVs for fuel usage (including biofuels).
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Water WithdrawatManagement

Description

The Agricultural Products industry is reliant on water primarily for the processing of agricultural products. Additionally,

companies in the industry typically generate wastewater, or effluent, largely in conjunction with such processing

activities. The availability of water (either physical availability or regulatory access) directly impacts the industry’s ability

to operate processing facilities, while costs associated with water and wastewater result in operating costs and capital

investments. Companies in the industry are increasingly exposed to water-related costs and regulations. Companies

seek to manage water-related risks and opportunities through capital investments to improve efficiency, working with

regulators and communities on issues related to water access and effluent, assessing physical locations based on

water scarcity, as well as other related strateqies.

Note: As a result of companies in the industry generally sourcing raw agricultural products instead of growing them

directly through owned or operated farming operations, risks related to crop production that are driven by water

availability and access are addressed in the supply chain—oriented topic, Environmental & Social Impacts of Ingredient
Supply Chains.

Accounting Metrics

€NO101FB0101-06. (1) Total water withdrawn and (2) total water consumed, percentage of each in regions
with High or Extremely High Baseline Water Stress

3+.26_The registrant shall disclose the amount of water (in thousands of cubic meters) that was withdrawn from all
sources, where:

e Water sources include surface water (including water from wetlands, rivers, lakes, and oceans),
groundwater, rainwater collected directly and stored by the registrant, wastewater obtained from
other entities, municipal water supplies, or supply from other water utilities.

32.27 The registrant may choose to disclose the portion of its supply by source if, for example, significant portions
of withdrawals are from non-freshwater sources, where:
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e  Fresh water may be defined according to the local statutes and regulations where the registrant
operates. Where there is no regulatory definition, fresh water shall be considered to be water that has
a solids (TDS) concentration of less than 1000 mg/l per the Water Quality Association definition.

e  Water obtained from a water utility in compliance with U.S. National Primary Drinking Water
Regulations can be assumed to meet the definition of fresh water.

33.28 The registrant shall disclose the amount of water (in thousands of cubic meters) that was consumed in its
operations, where water consumption is defined as:

e Water that evaporates during withdrawal, usage, and discharge;
e  Water that is directly or indirectly incorporated into the registrant’s product or service; and

e Water that does not otherwise return to the same catchment area from which it was withdrawn, such
as water returned to another catchment area or the sea.

34.29 The registrant shall analyze all of its operations for water risks and identify activities that withdraw and
consume water in locations with High (40-80%) or Extremely High (>80%) Baseline Water Stress as classified by
the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly accessible online here).

=35.30 The registrant shall disclose its water withdrawn in locations with High or Extremely High Baseline Water
Stress as a percentage of the total water withdrawn.

=36.31 The registrant shall disclose its water consumed in locations with High or Extremely High Baseline Water
Stress as a percentage of the total water consumed.

€NO101-07-TA08-04-01 Discussion of water withdrawalmanagement risks and description of management-
strategies and practices to mitigate those risks

—37#.32 The registrant shall discuss hew-itranrages-its risks associated with water withdrawals-ard, water
consumption, and discharge of water to the environment and describe how it manages these risks.

=38.33 The registrant shall discuss, #where applicable, risks to the availability of adequate, clean water resources.

e Relevant esntextinformation to provide includes, but is not limited to:

= Environmental constraints, such as hew-risks-varyby-withdrawatsoureces{e-g—wetandsrivers—takes—
AW i v e A Hities)—operationsoperating in
water-stressed regions, drought, concerns of aquatic impingement or entrainment, interannual or

seasonal variability, erand risks due to the impact of climate change.

= External constraints, such as ekargesvolatility in water costs, stakeholder perceptions and concerns
related to water withdrawals (sueh-ase.g., those from local communities, non-governmental
organizations, and regulatory agencies), direct competition with and impact from the actions of other
users (commercial and municipal), restrictions fremregutation—erto withdrawals due to regulations, and
constraints on the registrant’s ability to obtain and retain water rights or permits.
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How risks may vary by withdrawal source, including wetlands, rivers, lakes, oceans, groundwater,

rainwater, municipal water supplies, or supply from other water utilities._

.34 The registrant shall discuss, where applicable, risks associated with its discharge of wastewater.

e Relevant information to provide includes, but is not limited to:

Environmental constraints, such as the ability to maintain compliance with regulations focused on the
quality of effluent discharged to the environment, and the ability to maintain control over the

temperature of water discharges.

External constraints, such as increased liability and/or reputational risks, restrictions to discharges and/or

increased operating costs due to regulation, stakeholder perceptions and concerns related to water
discharges (e.g., those from local communities, non-governmental organizations, and regulatory

agencies), and the ability to obtain discharge rights or permits.

How risks may vary by discharges to different sources, including wetlands, rivers, lakes, oceans

groundwater, rainwater, municipal water supplies, or other water utilities.

.35 The registrant should include a discussion of the potential impacts that these risks may have on its operations

and the timeline over which such risks are expected to manifest.

e Impacts may include, but are not limited to, those associated with costs, revenues, liabilities, continuity

of operations, and reputation.

-40.36 The registrant shall provide a description of its short-term and long-term strategy or plan to manage these

risks, including the following, where relevant:

e Any water management targets it has set, and an analysis of performance against those targets.

Water management targets can include water management goals that the registrant sees-asa-
priorityprioritizes to manage its risks and opportunities associated with water withdrawal-andfer,

consumption,_or discharge.

Targets can include, but are not limited to, those ferassociated with reducing agquatic impingements,

reducing water withdrawals-ardfer, reducing water consumption-, reducing water discharges, and
improving the quality of water discharges.

e The scope of its strategy, plans, or targets, such as whether they pertain differently to different

business units, geographies, or water-consuming operational processes.

e The activities and investments required to achieve the plans and targets, and any risks or limiting

factors that might affect achievement of the plans and/or targets.
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-44+.37 For water management targets, the registrant shall additionally disclose:

e The percentage reduction or improvement from the base year:, where:

= The base year is the first year against which water management targets are evaluated toward the
achievement of the target.

e Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target:.

e The timelines for the water management aetivitiesplans, including the start year, the target year, and
the base year. Bisclesureshal-be-timitedtoactivitiesthatwere-ongoing-{active)-orreached-cormpletio

e The mechanism(s) for achieving the target, including:

= Efficiency efforts, such as the use of water recycling—drip-irigationceverereppirg; and/or closed-loop
systems;

=  Product innovations such as redesigning erepsproducts or services to require less water;

= Process and equipment innovations, such as those that enable the gsereduction of tess-waterin-farming
er-processirg-operatiorsaquatic impingements or entrainments;

= Use of tools and technologies (e.g., the World Wildlife Fund Water Risk Filter, WRI/WBCSD Global
Water Tool, and Water Footprint Network Footprint Assessment Tool) to analyze water use, risk, and

opportunities;_and
= Collaborations or programs in place with the community or other organizations.

.38 Disclosure of strategies, plans, and targets shall be limited to activities that were ongoing (active) or reached

completion during the fiscal year.

“42.39 The registrant shall discuss #whether its water management practices result in any additional lifecycle impacts
or tradeoffs in its organization, including tradeoffs in land use, energy eeasumptienproduction, and greenhouse
gas (GHG) emissions, and why the registrant chose these practices despite lifecycle tradeoffs.

Additional References

GRI-Global Reporting Initiative (GRI G4)
CDP 2015 Water Questionnaire

CEO Water Mandate

Global Water Footprint Assessment Standard
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ENO101-10TA08-05-01. Number of incidents of non-compliance with water -quality and/or quantity
permits, standards, and regulations

-60.40 The registrant shall disclose the total number of instances of non-compliance, including violations of
technology-based standards and exceedances of quality-based standards.
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+.41 The scope of disclosure includes incidents governed by federal, state, and local statutory permits and
regulations, including, but not limited to, the discharge of a hazardous substance, violation of pretreatment
requirements, total maximum daily load (TMDL) exceedances, and/or water withdrawal exceedances.

62.42 An-ineidentThe scope of disclosure shall only include incidents of non-compliance shal-be-diselosed-

regardiess-ef-whetheritthat resulted in ara formal enforcement action<e-g-—firewarairgletter—ete)(s).

e AnineidentFormal enforcement actions are defined as statutorily recognized actions that address a
violation or threatened violation of rer-coraphance +egardlesswater quality laws, regulations, policy or
orders, and include administrative penalty orders, administrative orders, and judicial actions, among
others. For example, the U.S. EPA provides guidance on the scope of formal enforcement actions in
Informal and Formal Actions, Summary Guidance and Portrayal on EPA Websitesthe.

-63.43 Violations, regardless of their measurement methodology or frequency, shall be disclosed. These include-
violationsfor:

e  Centinveus For continuous discharges, limitations, standards, and prohibitions that are generally
expressed as maximum daily, weekly, and monthly averages.

e NenfFor non-continuous discharges, limitations that are generally expressed in terms of frequency, total

mass, maximum rate of discharge, fregueney-and mass or concentration of specified pollutants.

o Nitrogen-based-inehudingbutrethimited-to, NHiand NG +epoertedasN
o Phosphate-based-{including-but-netlimitedto, CalH.PO.)-and-INH.):HPO.) —reported-as P.0s

o Potasstum-based-includingbutrothmitedtoK.S0,and Kl reportedas k.0
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Food Safety &Health-Coneerns

Description

Agricultural products are sold directly to consumers in raw form or are further processed into a wide variety of foods.
Maintaining product quality and safety is critical, as contamination by pathogens, chemicals, or spoilage presents
serious human and animal health risks. Sources of such contamination include bacteria that inhabit the surfaces of
fruits and vegetables, molds that develop in grains during unusually wet or dry growing periods, poor farming
practices such as the disposal of solid waste on land, and damage and stress during harvesting or storage, among
others. Food quality and safety issues can lead to consumer-driven demand changes and regulatory action. Product
recalls can harm brand reputation, reduce revenues, and lead to costly fines. Obtaining food safety certifications may

help companies in the industry ensure product safety and communicate the quality of their products to buyers. Major
non-conformances with the Global Food Safety Initiative (GFSI) scheme, which benchmarks farm assurance standards,
may indicate systemic governance risks, which could affect risk premiums. Mereever,secial-trends-indicate-that

Accounting Metrics

€NO101FB0101-13. Global Food Safety Initiative (GFSI) audit conformance: (1) major non-conformance rate
and associated corrective action rate and (2) minor non-conformance rate and associated corrective action
rate

—#3.44 The registrant shall disclose its conformance with GFSI-recognized food safety schemes based on the number
of non-conformances that were identified during audits.

—#4.45 The scope of disclosure includes audit results from facilities that are owned and/or operated by the registrant.

—#5.46 The registrant shall calculate and disclose the major non-conformance rate as the total number of major and
critical non-conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by
auditors. Major non-conformances may arise from a significant risk to food safety, non-compliance
with relevant regulatory requirements, and failure to adequately address prior minor non-
conformances. Major non-conformances must be corrected in accordance with the relevant GFSI
scheme under audit.

e Major non-conformances may also be referred to as critical or priority non-conformances.
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—#6.47 The registrant shall calculate and disclose the minor non-conformance rate as the total number of minor non-
conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance is defined by the relevant GFSI scheme and is by itself not indicative of a
systemic problem.

—#.48 The registrant shall calculate and disclose its corrective action rate for major non-conformances as the
number of corrective action plans completed in accordance with the relevant GFSI scheme, no later than 30 days
from the audit date, to address major non-conformances, divided by the total number of major non-
conformances that have been identified.

#8.49 The registrant shall calculate and disclose its corrective action rate for minor non-conformances as the
number of corrective action plans completed in accordance with the relevant GFSI scheme, no later than 365
days from the audit date, to address minor non-conformances, divided by the total number of minor non-
conformances that have been identified.

—#9.50 A corrective action is defined as an action to eliminate the cause of a detected non-conformity or other
undesirable matter, in accordance with the GFSI, and may be further defined by the relevant GFSI scheme under
audit.

-808.51 The scope of schemes includes those recognized by the GFSI, including, at time of publication:

PrimusGFS Standard VV2.1—December 2011

e GlobalG.A.P Integrated Farm Assurance Scheme Version 4 and Produce Safety Standard Version 4
e FSSC 22000—October 2011 Issue

e CanadaGAP Scheme Version 6 Options B and C and Program Management Manual Version 3

e SQF Code 7th Edition Level 2

e IFS Food Standard Version 6

e BRC Global Standard for Food Safety Issue 6

-84.52 The registrant should disclose the GFSI-recognized scheme to which its facilities are audited.

€NO101FB0101-14. Percentage of agricultural products sourced from suppliers certified to a Global Food
Safety Initiative (GFSI) scheme

=82.53 The registrant shall disclose the percentage of agricultural products, by value in U.S. dollars, sourced from
supplier farms and/or facilities that are certified to a Global Food Safety Initiative (GFSI) scheme.

-83.54 The scope of disclosure includes the registrant’s tier-1 suppliers, where:

e Tier-1 suppliers are defined as suppliers that transact directly with the registrant for food ingredients.
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-84.55 The registrant shall calculate the percentage of agricultural products sourced from supplier farms and/or
facilities certified to a GFSI scheme as the amount (in U.S. dollars) of agricultural products sourced from farms
and/or facilities certified to a GFSI scheme, divided by the total amount of agricultural products.

-85.56 The scope of schemes includes those recognized by the GFSI, including, at time of publication:

PrimusGFS Standard VV2.1—December 2011

e Global Aquaculture Alliance BAP Seafood Processing Standard
e FSSC 22000—October 2011 Issue

e SQF Code 7th Edition Level 2

e [FS Food Standard Version 6

e BRC Global Standard for Food Safety Issue 6

e Global Red Meat Standard 4th Edition Version 4.1

e GlobalG.A.P Integrated Farm Assurance Scheme Version 4 and Produce Safety Standard Version 4

CanadaGAP Scheme Version 6 Options B and C and Program Management Manual Version 3

€NO101FB0101-15. Number of recalls issued, total amount of food product recalled

-86.57 The registrant shall disclose the total number of recalls issued, the scope of which includes voluntary recalls
initiated by the registrant and involuntary recalls requested and/or mandated by the Food and Drug
Administration (FDA) or foreign equivalent.

-87.58 The registrant shall disclose the total amount (in metric tons) of products subject to recall.

-88.59 Involuntary recalls are those requested or mandated by government agencies (e.g., the FDA in the U.S. or the
China Food and Drug Administration in China).

-89.60 A database of FDA-regulated recalls is available here.

90.61 The registrant may choose, in addition to total units recalled, to disclose the percentage of recalls that were
(1) voluntarily and (2) involuntarily issued.

Note to €ENG101FB0101-15

-94.62 The registrant shall discuss notable recalls, such as those that affected a significant amount of product or
those related to serious illness or fatality.

-92.63 A recall should be considered notable if it is mentioned in the FDA's Recalls, Market Withdrawals, & Safety

Alerts.
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93.64 For such recalls, the registrant should provide:

Description and cause of the recall issue
e The total weight of products recalled

e The cost to remedy the issue (in U.S. dollars)
e  Whether the recall was voluntary or involuntary
e  Corrective actions

«—Any other significant outcomes (e.g., legal proceedings or consumer fatalities)
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GMO Management

Description

Aaqricultural products companies increasingly work toward finding effective ways to communicate the quality of

genetically modified organism (GMO) products to consumers and reqgulators. Social trends indicate that customers are

increasingly interested in perceived health (or other societal) impacts related to GMO products. As a response to these

trends, companies in the industry, as well as other food and beverage companies that the industry sells agricultural

products to, are seeking effective means of assessing GMO-related risks and opportunities, and communicating with

customers on the topic. Such risks and opportunities may relate to nutrition value, health, and environmental impacts,

among others. Furthermore, companies in the industry may seek related risk-mitigation strategies or growth

opportunities based on non-GMO products. Therefore, agricultural products companies that are able to accurately

and effectively communicate with consumers, as well as meet changing consumer trends and demands, may reduce

revenue and regulatory risks, as well as capture increased market share.

Accounting Metrics

€NO101FB0101-16. Description of strategies to manage the use of genetically modified organisms (GMOs)

-94.65 The registrant shall discuss its strategy to manage its use of genetically-modified-erganisms{GMOs};,
including a discussion of markets that restrict the importation of GMOs, the risks associated with required
labeling of products containing GMOs, changes in consumer preferences, and opportunities associated with the
use of GMOs.

-95.66 The registrant shall include a list of countries and regions that restrict, ban, or have suspended imports of one
or more of the registrant’s products due to regulations on GMOs.

-96.67 The scope of this disclosure includes regulations, trade restrictions, and other measures used to restrict the
importation (whether explicit or de facto) of GMOs, including, but not limited to:

e E.U. Regulation No. 1829/2003

e The New Zealand Hazardous Substances and New Organisms Act of 1996
e The Norwegian Gene Technology Act

e The South African Genetically Modified Organisms Act of 1997

-97.68 The registrant shall discuss the following with respect to each restriction: the scope of products affected, the
length of time the restriction has been in place, the stated reason for the restriction (e.g., health concerns,
biodiversity impacts, or other reasons), and the effect on the registrant’s results of operations and financial
condition.

-98.69 The registrant shall discuss the risks associated with labeling requirements for GMOs, including those
requirements developed through regulation or through the registrant’s downstream customers (e.g., processed
food companies and food retailers).
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-99.70 The registrant shall include a list of products that are subject to markets in which regulations require the

labeling of GMOs, including, but not limited to, the following regulations:

E.U. Directive 2001/18/EC;
Regulation EC 1829/2003;
Maine HP 0490 LD 718;
Vermont H. 112 Act 0120;
Connecticut House Bill 6527; or

Other U.S. state or federal regulation, as enacted.

—+86.71The registrant shall discuss the risks and opportunities associated with any changes in consumer preferences

regarding the use and/or labeling of products containing GMOs. In this disclosure, the registrant shall discuss any

efforts to address the resulting risks and/or opportunities.

-+6+.72The registrant shall discuss the opportunities regarding food safety and health concerns that GMOs address.
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FattaberPractices& Workforce Health & Safety

Description

Agricultural products companies have-diverseare engaged in food processing operations+angirg-from-erop-euttivation-
to-gratr-miting-, which are often labor-intensive activities. The industry’s human capital aeress-these-eperations-can

be adversely affected by taberhealth and safety issues within the workforce in poorly managed operations. Common

fions—Violations of health; and safetyand-aber
monetary penalties and costs for corrective actions. High injury rates, particularly fatality rates, may lead to significant
reputational harm and indicate weak governance structures and safety culture. {rplementation-of-fair-laber

praeticesStrong performance on managing workforce health and safety can help build brand image while promoting

worker morale, which can lead to increased productivity, reduce worker turnover, and enhance community relations.

Accounting Metrics
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€NO101FB0101-18. (1) Total recordable injury rate (TRIR), (2) fatality rate, and (3) near miss frequency rate
(NMFR) for (a) direct employees and (b) seasonal and migrant employees

—+86.73Registrants whose workforce is entirely U.S.-based shall disclose its total recordable injury rate (TRIR) and

fatality rate as calculated and reported in the Occupational Safety and Health Administration’s (OSHA) Form 300.

e OSHA guidelines provide details on determining whether an event is a recordable occupational incident
and definitions for exemptions for incidents that occur in the work environment but are not
occupational.

-+67.74Registrants whose workforce includes non-U.S.-based employees shall calculate its TRIR and fatality rate
according to the U.S. Bureau of Labor Statistics guidance and/or using the U.S. Bureau of Labor Statistics
calculator.

—08.75The registrant shall disclose its near miss frequency rate (NMFR), where a near miss is defined as an incident
in which no property or environmental damage or personal injury occurred, but where damage or personal
injury easily could have occurred but for a slight circumstantial shift.

e The registrant should refer to organizations such as the National Safety Council (NSC) for guidance on
implementing near miss reporting.

e The registrant should disclose its process for classifying, identifying, and reporting near miss incidents.

—+89.76The registrant shall disclose its TRIR, fatality rate, and NMFR for each of the following employee categories:
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e Direct employees;
e Seasonal and migrant employees.

—H48.77Seasonal employees are defined as individuals employed on a seasonal or other temporary basis who are not
required to be absent overnight from their permanent place of residence, in accordance with the U.S.
Department of Labor (DOL).

“++.78Migrant employees are defined as individuals employed on a seasonal or other temporary basis who are
required to be absent overnight from their permanent place of residence, in accordance with the DOL, including
employees with H2-A visas or the foreign equivalent.

—H2.79The scope includes all employees, domestic and foreign.
-+13.80Rates shall be calculated as: (statistic count / total hours worked)*200,000.

e The rate for seasonal and migrant employees is calculated as [(seasonal employees statistic count +

migrant employees statistic count) / (seasonal employees total hours worked + migrant employees
hours worked)]*200,000
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Environmental & Social Impacts of Ingredient Supply Chains

Description

Aagricultural products companies source a portion of their inputs globally from farmers or other corporations.

Managing sustainability risks, including environmental and social issues, within farms and companies in supply chains

is critical to securing raw materials and reducing the risk of price increases. Specific factors that can affect the supply

of raw materials include reduced crop vields due climate change, increasing water scarcity, land management, labor

conditions, and environmental impacts of cultivation. Climate change and environmental degradation could increase

the probability of crop failure or lower yields, and in turn could raise purchase costs. In addition, issues such as labor

abuse can similarly increase purchase costs if these issues cause supplies to be constrained or truncated. Supply chain

interruption can cause loss of revenue and market share if companies are not able to find alternatives to key suppliers,

and can increase purchasing costs if supplies are found elsewhere at higher cost. Sourcing from certified suppliers

gives agricultural companies assurance that the inputs to their products are developed in accordance with a high

standard for social and environmental principles, thus reducing the risk that a company will face damage to brand

image or operational impacts due to its sourcing practices.

Accounting Metrics

€NO101-22.TA08-10-01. Identification of principal crops and discussion of risks and opportunities presented
by climate change

-43+.81The registrant shall identify any principal crops that are a priority to the registrant’s business, where:

e  Principal crops are those crops that accounted for 10 percent or more of consolidated revenue in any
of the last three fiscal years, as disclosed in CN0101-A and consistent with 17 CFR 229.101.

-32.82The scope of disclosure shall include crops that are cultivated directly by the registrant, grown on a contract
basis, or sourced as a commodity, where:

e Crops cultivated directly by the registrant include those grown on farms owned and/or operated by the
registrant.

e Crops grown on a contract basis include those for which the registrant has directly contracted the
conditions of crop production and the quality of crops with the farmer, consistent with the FAQ's
definition (available here).

e  Crops sourced as a commodity include those bought through the spot market, to-arrive bids, grain
elevators, or other measures by which the registrant is not able to control the production process.

-33.83The registrant shall discuss the risks and/or opportunities that are presented to its principal crops by climate
change scenarios, including, where relevant:

e Identification of the risks presented by climate change, including, but not limited to, availability of
water, shifts in crop regions, pest migration, and extreme weather events.

e Discussion of the scenarios used to determine the risks and opportunities presented by climate change.
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e Discussion of how such scenarios will manifest (e.g., effects directly on the registrant or effects on the
registrant’s supply chain) and the potential implications that these would have on its priority crops.

e The timeline over which such risks and opportunities are expected to manifest.

-34.84The registrant may include discussion of the methods or models used to develop these scenarios, including
the use of global gridded crop models or scientific research provided by governmental and non-governmental
organizations (e.g., Intergovernmental Panel on Climate Change Climate Scenario Process).

-35.85The registrant shall discuss efforts to assess and monitor the impacts of climate change and the related
strategies to alleviate and/or adapt to any risks and/or utilize any opportunities, where:

e Alleviation strategies include, but are not limited to, use of crop insurance, investments in hedging
instruments, and supply chain diversification.

e Adaptation strategies include, but are not limited to, improving ecosystem management and
biodiversity, development of tolerant crop varieties, and optimizing timing of planting and harvesting.

Additional References

EPA Climate Impacts on Agriculture and Food Supply

FAQ: "Climate-Smart” Agriculture

€NO101FB0101-23. Percentage of agricultural raw materials sourced from regions with High or Extremely
High Baseline Water Stress

-36.86The registrant shall disclose the percentage, by value in U.S. dollars, of agricultural raw materials sourced
from regions with High or Extremely High Baseline Water Stress, where:

e  Agricultural raw materials are defined as raw materials such as food, feed, and biofuel ingredients that
are sourced for use in the registrant’s production operations.

-37.87The scope of agricultural raw materials shall include those items grown by tier-1 suppliers, including those
grown on a contract basis or sourced as a commodity, where:

e Tier-1 suppliers are defined as suppliers that transact directly with the registrant for food ingredients.

e Crops grown on a contract basis include those for which the registrant has directly contracted the

conditions of crop production and the quality of crops with the farmer, consistent with the FAQ's
definition (available here).

e Crops sourced as a commodity include those bought through the spot market, to-arrive bids, grain
elevators, or other measures by which the registrant is not able to control the production process.

-38.88The percentage is calculated as the total cost, in U.S. dollars, of agricultural raw materials sourced from

regions with High or Extremely High Baseline Water Stress divided by the total cost of agricultural raw materials
sourced.
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-39.89Using the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly available online here),
the registrant shall analyze all of its tier-1 suppliers’ known sources for water risks and identify sources that are
in locations with High (40-80%) or Extremely High (>80%) Baseline Water Stress.

-406.90The scope of disclosure includes all tier-1 suppliers. Should the registrant be unable to identify or collect data
pertaining to all tier-1 suppliers, the registrant shall disclose the percentage of ingredients for which source
region and water risks are unknown.

€NO101FB0101-24. Description of management strategy for environmental and social risks arising from
contract growing and commodity sourcing

—+44.91The registrant shall discuss its strategic approach to managing its environmental and social risks arising from
its contract growing and commaodity sourcing practices, where:

e The scope of disclosure should focus on agricultural raw materials that are sourced from directly
contracted growers, sourced through producer supply agreements, or procured through other means.

e Environmental and social risks include, but are not limited to, extreme weather events, water stress,
degradation of the environment, labor rights, community rights, and harmful child-labor practices.

—42.92The registrant should identify which commodities or agricultural raw materials present a risk to its operations,
which risk they represent, and the strategies the registrant uses to mitigate that risk.

—43.93For environmental risks, relevant strategies to discuss include the diversification of suppliers, supplier training
programs on environmental best management practices, expenditures on R&D for alternative and substitute
crops, and audits or certifications of suppliers’ environmental practices.

—H44.94For social risks, relevant strategies to discuss include supplier training programs on agrochemical application,
engagement with suppliers on labor and human rights issues, maintenance of a supply chain code of conduct,
and audits or certifications of suppliers’ social practices. 338257

€NO101FB0101-25. Percentage of agricultural raw materials that are certified to a third-party
environmental and/or social standard

-45.95The registrant shall disclose the percentage, by value in U.S. dollars, of agricultural raw materials sourced to
third-party environmental and/or social standards, where:

e  Agricultural raw materials are defined as raw materials such as food, feed, and biofuel ingredients that
are sourced for use in the registrant’s production operations.

e Environmental standards include, but are not limited to, protection of primary forests, maintenance of
surface water and groundwater quality, and implementation of integrated pest management (IPM)
solutions or an Organic System Plan.

e Social standards include, but are not limited to, fair compensation of employees, training of
agrochemical applicators, continual monitoring of health and safety risks associated with applications
of agrochemicals, and the absence of harmful child-labor practices.
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e Standards that include both social and environmental criteria contain measures that incorporate both
social and environmental requirements, as mentioned above.

—46.96The percentage is calculated as the total cost, in U.S. dollars, of agricultural raw materials that are certified to
a third-party environmental and/or social standard divided by the total cost of agricultural raw materials sourced.

—47.97The scope of this disclosure includes third-party certifications that are based on either environmental or social
best practices, or both.

—48.98The scope of agricultural raw materials shall include those items grown by a tier-1 supplier or third party that
are sourced for eventual sale where environmental and/or social certifications include, but are not limited to:

¢ Roundtable on Sustainable Palm Qil (RSPO)
e Roundtable on Responsible Soy (RTRS)

e Rainforest Alliance

e Fair Trade USA

e  Fair Trade International

e UTZ Certified

e Bon Sucro

e USDA Organic

e SA8000

-49.99The registrant shall disclose, on a percentage of cost basis, the standards to which its agricultural raw
materials are certified, where:

e  For RSPO certification, the registrant shall disclose whether the agricultural raw materials are certified
to the (1) Book & Claim or Mass Balance methods and (2) Identify and Preserved or segregated models.

e For RTRS certification, the registrant shall disclose whether the agricultural raw materials are certified
to the RTRS Production standard or the RTRS Chain of Custody Standard and whether traceability in
the chain of custody standard is kept through segregation or mass balance.

e  For Fairtrade International and Fairtrade U.S.A., the registrant shall disclose whether agricultural raw
materials are certified to the standards for small producer organizations, hired labour, contract
production, traders, independent small holders, or capture fisheries.

e For Bon Sucro certification, the registrant shall disclose whether the agricultural raw materials are
certified to the Bon Sucro Production Standard or the Bon Sucro Chain of Custody Standard.
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e  For certifications not included here, similar efforts should be made to distinguish between the
certification-specific standards that are employed.

e  For certifications that deliver the same environmental and/or social criteria (e.g., Fair Trade International
and Fair Trade USA) and for ingredients that are derived from the same commodity, the registrant may

aggregate the percentage into one reportable figure.

onformance rate and associated corrective action rate and (2) minor non- Conformance rate and associated

corrective action rate

.100 The registrant shall disclose its suppliers’ conformance with external social and environmental audit standards or

internally developed supplier code(s) of conduct, based on the number of non-conformances identified.

101 The registrant may limit its disclosure to those suppliers that, in aggregate, account for 80 percent or more of

its supplier sourcing expenses.

.102 The registrant shall calculate and disclose the major non-conformance rate as the total number of major non-

conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by

auditors. Major non-conformances confirm the presence of underage child workers (below the legal

age for work or apprenticeship), forced labor, health and safety issues that can cause immediate

danger to life or serious injury, and environmental practices that can cause serious and immediate

harm to the community. Major non-conformance includes material breach or systemic breaking of

code requirement or law. Issues representing an immediate danger must be corrected as soon as

practical, but not longer than 90 days after discovery.

e Major non-conformances may also be referred to as critical or priority non-conformances.

.103 The registrant shall calculate and disclose the minor non-conformance rate as the total number of minor non-

conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance by itself may not indicate a systemic problem with the management system.

Such non-conformances are typically isolated or random incidents and represent a low risk to workers

and/or the environment.

.104 The reqistrant shall calculate and disclose its corrective action rate for major non-conformances as the number
of corrective action plans completed within 90 days to address major non-conformances divided by the total

number of major non-conformances that have been identified.

.105 The registrant shall calculate and disclose its corrective action rate for minor non-conformances as the number
of corrective action plans completed within 90 days to address minor non-conformances divided by the total

number of minor non-conformances that have been identified.
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.106 A corrective action is defined as the implementation of practices or systems to eliminate any non-conformance

and ensure there will be no reoccurrence of the non-conformance, and verification that the corrective action
has taken place.

.107 The registrant shall disclose the standards to which it has measured social and environmental responsibility

audit compliance.
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The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Meat, Poultry, & Dairy
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395. “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Meat, Poultry, & Dairy industry produces raw and processed animal products, including meats, eggs, and dairy
products, for human and animal consumption. Key activities include animal raising, slaughtering, processing, and
packaging. Companies are vertically integrated to varying degrees, depending upon the type of animal produced.
Large industry operators typically rely on contract or independent farmers to supply their animals, and may have
varying degrees of control over their operations. The industry sells products primarily to the Processed Foods industry
and to retail distributors that distribute finished products to key end-markets including restaurants, livestock and pet
feed consumers, and grocery retailers. The industry’s largest companies have international operations, although the
U.S. accounts for a large share of meat, poultry, and dairy production.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Meat, Poultry, & Dairy industry, the SASB has identified the following sustainability disclosure topics:

Greenhouse Gas Emissions

Food Safety

e Energy Management e Workforce Health & Safety
o Water WithdrawalManagement ¢ Antibiotic Use in Animal Production
e Land Use & Ecological Impacts ¢ Animal Care & Welfare

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en

5 https://library.sasb.org/materiality bulletin/
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e Environmental & Social Impacts of Animal e Environmental Risks in Animal Feed Supply
Supply Chains Chains

2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

® https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. ltem 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. Item 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the

12 http://using.sasb.org/mock-10-k-library/
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company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,

available for download via https://library.sasb.org/implementation-quide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.
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Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company'’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

% In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE
Number of processing and manufacturing facilities Quantitative Number
FB0102-A
Animal protein production, by category; percentage Mo iF), ENG1O2
P 0 P » OY gory: p g Quantitative Number/head, or Gallons;
outsourced FB0102-B

Percentage (%)

Units of Measure

Unless specified, disclosures should be reported in International System of Units (SI units).

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.

'9 Note to €NG102FB0102-11—Categories include, but are not limited to, chicken, pork, beef, dairy products, and shell eggs. Units of
measure shall be appropriate to product category.
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Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.?°

Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

20 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on

definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a

recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY CODE
MEASURE
Greenhouse Metric tons (t) ENGHO2
Gas Emissions Gross global Scope 1 emissions Quantitative
COz-e FB0102-01
Description of long-term and short-term
strategy or plan to manage Scope 1 emissions, Discussion & e ENG1O2
emission-reduction targets, and an analysis of Analysis FB0102-02
performance against those targets
Energy
Management Total energy consumed, percentage grid Y~ Gigajoules (GJ), €NB162
electricity, percentage renewable Percentage (%) FB0102-03
Water (1) Total water withdrawn and (2) total water Cubic meters
Withdirawealivia . . . L ENGHO2
B — consumed, percentage of each in regions with Quantitative (m3), Percentage
nagement High or Extremely High Baseline Water Stress (%) £B0102-04
Discussion of water management risks
sssesipbadn b tesdthdeaaland Discussion €N6162-65
- . . . n/a
description of strategies and practices to and Analysis TA08-14-01
mitigate those risks
Number of.incident.s of non-compliance with CNO102.06
water quality permits, standards, and Quantitative Number
regulations TA08-15-01
Land Use & Number-of incidents-of non-compliance with- CNG102-06
:E:::)I:cgt':al veeteraalin s el saadardeand- Quanttative Plomakbe—
regulaiions
Bi . ‘i . .
Pissussion-O-
Amount of animal litter and manure Quantitative Metric tons (t), ENBHO2B8
generated, percentage managed according to Percentage (%) TA08-16-01
a nutrient management plan
Percentage of pasture and grazing land Quantitative Percentage by ENBHO2-69
managed to NRCS Conservation Plan criteria hectares (%) TA08-16-02
Animal protein production from concentrated Quantitative Metric tons (t) ENO1O210
animal feeding operations (CAFO) TA08-16-03
Food Safety Number of recalls issued, total weight of L Number, €NO1O2
i Quantitative .
products recalled Metric tons (t) FB0O102-11
Global Food Safety Initiative (GFSI) audit
conformance: (1) major non-conformance rate CNO1O2
and associated corrective action rate and (2) Quantitative Rate
FB0102-12

minor non-conformance rate and associated
corrective action rate

21 Note to €NO102FB0102-11—Disclosure shall include a description of notable recalls, such as those that affected a significant
amount of product or those related to serious illness or fatality.
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TOPIC

Workforce
Health & Safety

Antibiotic Use
in Animal
Production

Animal Care &
Welfare

Environmental
& Social
Impacts of
Animal Supply
Chains

Environmental
Risks in Animal
Feed Supply
Chains

© SASB 2017 ™

ACCOUNTING METRIC

Percentage of supplier facilities that meet the
Global Food Safety Initiative (GFSI)
requirements

Discussion of markets that ban imports of the
registrant's products

(1) Total recordable injury rate (TRIR) and (2)
fatality rate

Description of practices to monitor for and
mitigate chronic and acute health conditions

Percentage of animal production that receives
(1) medically important antibiotics and (2)
nontherapeutic antibiotics

Percentage of pork produced without the use
of gestation crates

Percentage of cage-free shell egg sales

Percentage of production certified to a third-
party animal welfare standard

Percentage of livestock from suppliers
implementing NRCS Conservation Plans or the
equivalent

Percentage of contract producers in regions
with High or Extremely High Baseline Water
Stress

Percentage of supplier and contract
production facilities verified to meet animal
welfare standards

Discussion of strategy to manage
opportunities and risks to livestock supply
presented by climate change

Percentage of feed sourced from regions with
High or Extremely High Baseline Water Stress

Discussion of strategy to manage
opportunities and risks to feed sourcing
presented by climate change

CATEGORY

Quantitative

Discussion &
Analysis

Quantitative

Discussion &
Analysis

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Discussion &
Analysis

Quantitative

Discussion &
Analysis

UNIT OF

MEASURE

Percentage (%)

n/a

Rate

n/a

Percentage by
weight (%)

Percentage by
weight (%)

Percentage (%)

Percentage by
weight (%)

Percentage by
weight (%)

Percentage by
contract value
(%)

Percentage (%)

n/a

Percentage by
weight (%)

n/a

CODE

ENG162
FB0102-13

cNG1o2
FB0102-14

ENO1O2
FB0102-15

ENO1O2
FB0102-16

ENG162
FB0102-17

ENO1O2
FB0102-18

ENO1O2
FB0102-19
ENO1O2
FB0102-20

ENG162
FB0102-21

ENG162
FB0102-22

ENO1O2
FB0102-23

cNG1o2
FB0102-24

ENO1O2
FB0102-25

ENG162
FB0102-26
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Greenhouse Gas Emissions

Description

The Meat, Poultry, & Dairy industry generates significant Scope 1 greenhouse gas (GHG) emissions from both animal
and energy-generation sources. GHG emissions contribute to climate change and create additional regulatory
compliance costs and risks for meat, poultry, and dairy companies due to climate change mitigation policies. The
majority of the industry’s emissions stem directly from the animals themselves through the release of methane during
enteric fermentation, and during manure management. The direct emissions from livestock production and animal
raising represent a significant portion of total GHG emissions released among all sources, both in the U.S. and
globally. These emissions sources are currently not widely regulated, which presents uncertainties as to the future of
GHG regulations for the industry, given expanding GHG regulations in different regions globally. Companies in this
industry also use large quantities of fossil fuels to meet energy requirements, generating additional direct GHG
emissions and creating direct regulatory risks. Future emission regulations could result in additional operating or
compliance costs. By implementing new technologies to capture animal emissions and focusing on energy efficiency,
companies can mitigate regulatory risk and volatile energy costs while also limiting their GHG emissions.

Accounting Metrics

€NO102FB0102-01. Gross global Scope 1 emissions

.01 The registrant shall disclose gross global Scope 1 greenhouse gas (GHG) emissions to the atmosphere of the six
GHGs covered under the Kyoto Protocol (carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons, sulfur hexafluoride, and nitrogen trifluoride).

e Emissions of all gases shall be disclosed in metric tons of carbon dioxide equivalents (CO-e), calculated
in accordance with published 100-year time horizon global warming potential (GWP) factors. To date,
the preferred source for GWP factors is the Intergovernmental Panel on Climate Change (IPCC) Fifth
Assessment Report (2013).

e Gross emissions are GHGs emitted to the atmosphere before accounting for any GHG reduction
activities, offsets, or other adjustments for activities in the reporting period that have reduced or
compensated for emissions.

e Disclosure corresponds to section CC8.2 of the CDP Climate Change Questionnaire and Questionnaire
and section 4.25 of the Climate Disclosure Standards Board (CDSB) Climate Change Reporting
Framework (CCRF) (2012), which corresponds with REQ-04 of the CDSB Framework for Reporting
Environmental Information and Natural Capital (2015).

= The registrant shall consider the CDP Climate Change Questionnaire as a normative reference, thus any
updates made year-on-year shall be considered updates to this guidance.

.02 Scope 1 emissions are defined by the World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD) in The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard,
Revised Edition, March 2004 (hereafter, the “GHG Protocol”).
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.03

.04

.05

.06

.07

.08

e These emissions include direct emissions of GHGs from stationary or mobile sources that include, but
are not limited to, enteric fermentation, livestock waste, land-use change, equipment, production
facilities, and transportation (i.e., marine, road, or rail).

GHG emission data shall be consolidated according to the approach with which the registrant consolidates its
financial reporting data, which is generally aligned with:

e The Financial Control approach defined by the GHG Protocol and referenced by the CDP Guidance for
companies reporting on climate change on behalf of investors & supply chain members 2015
(hereafter, the “CDP Guidance”).?

e The approach detailed in Section 4.23, “Organizational boundary setting for GHG emissions
reporting,” of the CDSB Climate Change Reporting Framework (CCRF) (2012), which corresponds with
REQ-07 of the CDSB Framework for Reporting Environmental Information and Natural Capital (2015).%

The underlying technical approach to data collection, analysis, and disclosure shall be consistent with the CDP
Guidance.

e The registrant shall consider the CDP Guidance as a normative reference, thus any updates made year-
on-year shall be considered updates to this guidance.

The registrant should discuss any change in its emissions from the previous fiscal year, such as if the change
was due to emissions reductions, divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.

In the case that current reporting of GHG emissions to the CDP or other entity (e.g., a national regulatory
disclosure program) differs in terms of the scope and consolidation approach used, the registrant may disclose
those emissions. However, primary disclosure shall be according to the guidelines described above.

The registrant should discuss the calculation methodology for its emissions disclosure, such as if data are from
continuous emissions monitoring systems (CEMS), engineering calculations, mass balance calculations, etc.

The registrant should consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

€NO102FB0102-02. Description of long-term and short-term strategy or plan to manage Scope 1 emissions,

emission-reduction targets, and an analysis of performance against those targets

.09 The registrant shall discuss the following, where relevant:

22" An organization has financial control over an operation if it has the ability to direct the financial and operating policies of the operation
with a view to gaining economic benefits from its activities. Generally an organization has financial control over an operation for GHG
accounting purposes if the operation is treated as a group company or subsidiary for the purposes of financial consolidation.” Guidance for

companies reporting on climate change on behalf of investors & supply chain members 2013, p. 95.

2 This is based on the requirements of International Accounting Standards/International Financial Reporting Standards (IAS/IFRS) on
consolidation and equity accounting and is consistent with how information relating to entities within a group or interest in joint

ventures/associates would be included on consolidated financial statements, as per the CDSB Climate Change Reporting Framework.
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e The scope, such as whether strategies, plans, and/or reduction targets pertain differently to different
business units, geographies, or emissions sources;

e Whether strategies, plans, and/or reduction targets are related to or associated with an emissions
disclosure (reporting) or reduction program (e.g., E.U. ETS, RGGI, WCI, etc.), including regional,
national, international, or sectoral programs; and

e The activities and investments required to achieve the plans, and any risks or limiting factors that might
affect achievement of the plans and/or targets.

.10 For emission-reduction targets, the registrant shall disclose:

e The percentage of emissions within the scope of the reduction plan;

The percentage reduction from the base year;,

= The base year is the first year against which emissions are evaluated toward the achievement of the
target.

e Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target;

e The timelines for the reduction activity, including the start year, the target year, and the base year.
Disclosure shall be limited to activities that were ongoing (active) or reached completion during the
fiscal year; and

e The mechanism(s) for achieving the target, such as animal waste (manure) management, animal
feeding practices, on-site energy-generation efficiency efforts, energy source diversification, etc. Where
necessary, the registrant shall discuss any circumstances in which the target base year emissions have
been, or may be, recalculated retrospectively or where the target base year has been reset.

.11 Disclosure corresponds with:
e  CDSB CCRF Section 4, “Management actions. " 2*

e CDP questionnaire (2015) CC3, “Targets and Initiatives.”

.12 Relevant initiatives to discuss may include, but are not limited to, use of manure for energy through anaerobic
digestion, improved pasture quality, and implementation of dietary additives that reduce methanogenesis,
consistent with the [IPCC Fourth Assessment Report: Climate Change 2007: Working Group lll: Mitigation of

Climate Change.

244,12, "Disclosure shall include a description of the organization’s long-term and short-term strategy or plan to address climate change-

related risks, opportunities, and impacts, including targets to reduce GHG emissions and an analysis of performance against those targets.”

Climate Change Reporting Framework — Edition 1.1, October 2012, CDSB.
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Energy Management

Description

Purchased electricity contributes to significant operating costs for meat, poultry, and dairy companies, which require
electricity and fuel as primary inputs for value creation in their processing facilities. The industry’s energy-intense
production has direct regulatory implications due to Scope 1 GHG emissions from on-site fossil fuel use. The financial
risks from the direct use of fossil fuels are discussed earlier under the topic of Greenhouse Gas Emissions. Impacts
from purchased electricity consumption, including emissions from utilities (usually accounted for as the Scope 2
emissions of a company purchasing electricity), have the potential to affect the results of meat, poultry, and dairy
companies’ operations through impacts on costs. Sustainability factors—such as increasing GHG emissions regulation,
incentives for energy efficiency and renewable energy, and risks associated with nuclear energy and its increasingly
limited license to operate—are leading to increases and volatility in the price of conventional electricity sources while
making alternative sources cost-competitive. Efficient energy usage is essential for competitive advantage in this
industry, as purchased fuels and electricity account for a significant portion of total production costs. Decisions about
the use of alternative fuels, renewable energy, and on-site generation of electricity (versus purchasing from the grid)
can play an important role in influencing both the costs and the reliability of the energy supply.

Accounting Metrics
€NO102FB0102-03. Total energy consumed, percentage grid electricity, percentage renewable

.13 The registrant shall disclose total energy consumption from all sources as an aggregate figure in gigajoules or
their multiples.

e The scope includes energy purchased from sources external to the organization or produced by the
organization itself (self-generated).

e The scope includes only energy consumed by entities owned or controlled by the organization.

e The scope includes energy from all sources including direct fuel usage, purchased electricity, and
heating, cooling, and steam energy.

.14 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.15 The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy
consumption.

.16 The registrant shall disclose renewable energy consumption as a percentage of its total energy consumption.

.17 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
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includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid

electricity.

e  For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired

on behalf of the registrant in order for the registrant to claim them as renewable energy.

e For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.

e The renewable portion of the electricity grid mix that is outside of the control or influence of the
registrant is excluded from disclosure.?*

e Renewable energy is defined as energy from sources that are replenished at a rate greater than or
equal to their rate of depletion, consistent with EPA definitions, such as geothermal, wind, solar,
hydro, and biomass.

.18 For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is limited to

the following:

e Energy from hydro sources that are certified by the Low Impact Hydropower Institute or that are
eligible for a state Renewable Portfolio Standard.

e Energy from biomass sources is limited to materials certified to a third-party standard (e.g., Forest
Stewardship Council, Sustainable Forest Initiative, Programme for the Endorsement of Forest

Certification, or American Tree Farm System), materials considered “eligible renewables” according to
the Green-e Energy National Standard Version 2.5 (2014), and materials that are eligible for a state

Renewable Portfolio Standard.

.19 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the
use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (for energy data including

electricity from solar or wind energy).

25 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid.
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Water WhthdrawalManagement

Description

Water is an essential factor of production in the Meat, Poultry, & Dairy industry, as it is required to hydrate animals

and process animal products. While water has historically been an abundant resource in many parts of the world, it is

becoming an increasingly scarce resource due to population growth, increasing consumption per capita, poor water

management, and climate change. Water scarcity can result in higher supply costs and risks of shortages for meat,

poultry, and dairy producers.

Accounting Metrics

€NO102FB0102-04. (1) Total water withdrawn and (2) total water consumed, percentage of each in regions
with High or Extremely High Baseline Water Stress

.20

21

22

.23

The registrant shall disclose the amount of water (in thousands of cubic meters) that was withdrawn from all
sources, where:

e Water sources include surface water (including water from wetlands, rivers, lakes, and oceans),
groundwater, rainwater collected directly and stored by the registrant, wastewater obtained from
other entities, municipal water supplies, or supply from other water utilities.

The registrant may choose to disclose the portion of its supply by source if, for example, significant portions of
withdrawals are from non-freshwater sources, where:

e  Fresh water may be defined according to the local statutes and regulations where the registrant
operates. Where there is no regulatory definition, fresh water shall be considered to be water that has
a solids (TDS) concentration of less than 1000 mg/| per the Water Quality Association definition.

e Water obtained from a water utility in compliance with U.S. National Primary Drinking Water

Regulations can be assumed to meet the definition of fresh water.

The registrant shall disclose the amount of water (in thousands of cubic meters) that was consumed in its
operations, where water consumption is defined as:

e  Water that evaporates during withdrawal, usage, and discharge;
e Water that is directly or indirectly incorporated into the registrant’s product or service; and

e Water that does not otherwise return to the same catchment area from which it was withdrawn, such
as water returned to another catchment area or the sea.

The registrant shall analyze all of its operations for water risks and identify activities that withdraw and
consume water in locations with High (40-80%) or Extremely High (>80%) Baseline Water Stress as classified
by the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly accessible online here).

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | MEAT, POULTRY, & DAIRY |

74


http://www.wqa.org/sitelogic.cfm?varCenterColumn=glossary.cfm&gl=1525
http://water.epa.gov/drink/contaminants/index.cfm
http://water.epa.gov/drink/contaminants/index.cfm
http://aqueduct.wri.org/atlas

.24 The registrant shall disclose its water withdrawn in locations with High or Extremely High Baseline Water Stress
as a percentage of the total water withdrawn.

.25 The registrant shall disclose its water consumed in locations with High or Extremely High Baseline Water Stress
as a percentage of the total water consumed.

€NO102-05TA08-14-01. Discussion of risks-asseciated-with-water withdrawalmanagement risks and
description of strategies and practices to mitigate those risks

.26 The registrant shall discuss its risks associated with water withdrawals-ard, water consumption, and discharge

of water to the environment and describe how it manages these risks.
.27 The registrant shall discuss, where applicable, risks to the availability of adequate, clean water resources.
e Relevant information to provide includes, but is not limited to:

= Environmental constraints, such as operating in water-stressed regions, drought, concerns of aquatic
impingement or entrainment, interannual or seasonal variability, and risks eausee-bydue to the impact
of climate change.

= External constraints, such as volatility in water costs, stakeholder perceptions and concerns related to
water withdrawals (e.g., those from local communities, non-governmental organizations, and
regulatory agencies), direct competition with and impact from the actions of other users (commercial
and municipal), restrictions to withdrawals due to regulations, and constraints on the registrant’s ability
to obtain and retain water rights or permits.

= How risks may vary by withdrawal source, including wetlands, rivers, lakes, oceans, groundwater,
rainwater, municipal water supplies, or supply from other water utilities.

.28 The registrant shall discuss, where applicable, risks associated with its discharge of wastewater.

e Relevant information to provide includes, but is not limited to:

= Environmental constraints, such as the ability to maintain compliance with regulations focused on the
quality of effluent discharged to the environment, and the ability to maintain control over the

temperature of water discharges
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= External constraints, such as increased liability and/or reputational risks, restrictions to discharges and/or

increased operating costs due to requlation, stakeholder perceptions and concerns related to water
discharges (e.qg., those from local communities, non-governmental organizations, and regulator

agencies), and the ability to obtain discharge rights or permits.

= How risks may vary by discharges to different sources, including wetlands, rivers, lakes, oceans

groundwater, rainwater, municipal water supplies, or other water utilities.

.29 The registrant should include a discussion of the potential impacts that these risks may have on its operations
and the timeline over which such risks are expected to manifest.

e Impacts may include, but are not limited to, those associated with costs, revenues, liabilities, continuity
of operations, and reputation.

.30 The registrant shall provide a description of its short-term and long-term strategy or plan to manage these risks,
including the following, where relevant:

e Any water management targets it has set, and an analysis of performance against those targets.

= Water management targets can include water management goals that the registrant prioritizes to
manage its risks and opportunities associated with water withdrawal-ard, consumption, or discharge.

= Targets can include, but are not limited to, those associated with reducing aquatic
impingements, reducing water withdrawals-ard, reducing water consumption—

business-units-geographies—or,_reducing water-consuming-operationak-processes—

= Theactivitiesand-investrmentsreguiredto-achieve discharges, and improving the quality of water
discharges._

e The scope of its strategy, plans, or targets, such as whether they pertain differently to different
business units, geographies, or water-consuming operational processes.

e The activities and investments required to achieve the plans and targets, and any risks or limiting

factors that might affect achievement of the plans and/or targets.

30.31 For water management targets, the registrant shall additionally disclose:
e The percentage reduction or imprevementsimprovement from the base year, where:

=  The base year is the first year against which water management targets are evaluated toward the
achievement of the target.
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¢ Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target.

e The timelines for the water management plans, including the start year, the target year, and the base
year.

e The mechanism(s) for achieving the target, including:

= Efficiency efforts, such as the use of rain-water-capiurerunoff-captureandreuse-water recycling;

and/or closed-loop systems;
=  Product innovations such as redesigning products or services to require less water;

= Process and equipment innovations, such as those that enable the asereduction of less-wateri-
rranufacturinrgaguatic impingements or eperationsentrainments;

= Use of tools and technologies (e.g., the World Wildlife Fund Water Risk Filter, WRI/WBCSD Global
Water Tool, and Water Footprint Network Footprint Assessment Tool) to analyze water use, risk, and

opportunities; and

= Collaborations or programs in place with the community or other organizations.

—=34+.32 Disclosure of strategies, plans, and targets shall be limited to activities that were ongoing (active) or reached
completion during the fiscal year.

—32.33 The registrant shall discuss #whether its water management practices result in any additional lifecycle impacts
or tradeoffs in its organization, including tradeoffs in land use, energy eeasumptionproduction, and greenhouse
gas (GHG) emissions, and why the registrant chose these practices despite lifecycle tradeoffs.

Additional References

GRI-Global Reporting Initiative (GRI G4)
CDP 2015 Water Questionnaire

CEO Water Mandate

Global Water Footprint Assessment Standard

€NO102-06TA08-15-01. Number of incidents of non-compliance with water quality permits, standards, and
regulations_

33.34 The registrant shall disclose the total number of instances of non-compliance, including violations of a
technology-based standard and exceedances of a quality-based standard.

| .35 The scope of disclosure includes incidents governed by federal, state, and local statutory permits and regulations,
including, but not limited to, the discharge of a hazardous substance, violation of pretreatment requirements,
total maximum daily load (TMDL) exceedancesandtforwaterwithdrawal-exceedanees.
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.36 The scope of disclosure shall only include incidents of non-compliance that resulted in a formal enforcement

action(s).

e Formal enforcement actions are defined as statutorily recognized actions that address a violation or

threatened violation of water quality laws, regulations, policy or orders, and include administrative

penalty orders, administrative orders, and judicial actions, among others. For example, the U.S. EPA

provides guidance on the scope of formal enforcement actions in, Informal and Formal Actions,

Summary Guidance and Portrayal on EPA Websites.

.37 Violations, regardless of their measurement methodology or frequency, shall be disclosed. These include:

e For continuous discharges, limitations, standards, and prohibitions that are generally expressed as

maximum daily, weekly, and monthly averages.

e For non-continuous discharges, limitations that are generally expressed in terms of frequency, total
mass, maximum rate of discharge, fregueney-and mass or concentration of specified pollutants.
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Land Use & Ecological Impacts

Description

Meat, poultry, and dairy operations have diverse ecological impacts, primarily as a result of their significant land-use
needs and the contamination of the air, land, and groundwater by animal waste. While the impacts are different,
both traditional and Concentrated Animal Feeding Operations (CAFO) lead to significant ecological impacts. The
primary concern from CAFOs and animal-product processing facilities is the generation of large and concentrated
amounts of waste and pollutants into the environment. Treating effluent water and waste from facilities involves
significant costs. Non-CAFO animal farming, which requires large tracts of pastureland, can lead to physical
degradation of land resources. Land use and ecological impacts result in legal and regulatory risks in the form of fines,
litigation, and difficulties obtaining permits for facility expansions or waste discharges.

Accounting Metrics
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€NO102-08TA08-16-01. Amount of animal litter and manure generated, percentage managed according to a
nutrient management plan

“4+.38 The registrant shall disclose the total amount, in tons, of animal litter and manure its facilities generated,
where:

e The scope includes both dry and liquid manures and litter.

e The scope includes animal protein from operations that the reqgistrant owns and operates, operations
with which it contracts animal production (e.g., independent producers), and operations that
otherwise supply animal protein to the reqistrant (e.q., for processing by the registrant).

48.39 The registrant shall calculate the percentage as the amount of animal litter and manure generated from
facilities that implement a nutrient management plan divided by the total amount of animal litter and manure
generated, where:

e A nutrient management plan is a documented management practice that addresses the generation,
collection, treatment, storage, and agronomic use of all manure for both:

=  The production area, including the animal confinement area, storage areas for feed and other raw
materials, animal mortality facilities, and manure-handling containment or storage areas; and

= The land treatment area, including any land under control of the registrant;_and/or its contracted
suppliers (e.q., independent producers), whether it is owned, rented, or leased, to which manure or
process wastewater is, or might be, applied for crop, hay, or pasture production or other uses.

49.40 At a minimum, the nutrient management plan shall meet the minimum specific elements of the Natural
Resources Conservation Service (NRCS) Comprehensive Nutrient Management Plan (CNMP) which are:
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e Background and Site Information

e  Manure and Wastewater Handling and Storage
e Farmstead Safety and Security

e Land Treatment Practices

e Soil and Risk Assessment Analyses

e Nutrient Management according to the criteria in the Nutrient Management Conservation Practice
(Code 590)

e Recordkeeping

e References

€NO102-09TA08-16-02. Percentage of pasture and grazing land managed to NRCS Conservation Plan criteria

-506.41 The registrant shall calculate the percentage as the area of pasture and grazing land, in hectares, that is
managed to Natural Resources Conservation Service (NRCS) conservation plan criteria divided by the total area,

in hectares, of the registrant’s pasture and grazing land.

o« FollewsThe scope includes animal protein from operations that the plarnairg-precess-
deseribedregistrant owns and operates, operations with which it contracts animal production (e.g.,

independent producers), and operations that otherwise supply animal protein to the registrant (e.q.,

for processing by the registrant:and-

e Land is within the scope of disclosure if it is addressed by the National Range and Pasture
HandbookMNRPH, USDA Natural Resources Conservation Service, December 2003, Revision 1 (NRPH)
definition of rangeland, which includes grazed forest, naturalized pasture, pastureland, hayland, and

grazed and hayed cropland.

.42  Land shall be considered to be managed to a NRCS conservation plan if its management:

e Follows the planning process described by the National Planning Procedures Handbook, Freseepe-

sehosee s e s el R y ant— and

e Follows management practices outlined in the NRPH.
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€NO102-10TA08-16-03. Animal protein production from concentrated animal feeding operations (CAFO)

43 The registrant shall disclose the amount, in metric tons, of animal protein produced that was raised in
Concentrated Animal Feeding Operations (CAFO) where:
e CAFO is defined according to CFR Title 40, Part 122.23, “Concentrated animal feeding operations.”

e The scope includes animal protein from operations that the reqgistrant owns and operates, operations

with which it contracts animal production (e.g., independent producers), and operations that

otherwise supply animal protein to the reqistrant (e.q., for processing by the registrant).

44 The amount shall be calculated as the carcass (or dressed) weight of animal protein, where:

e Carcass is defined according to 9 CFR 301.2 as all parts, including viscera, of any slaughtered livestock.
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Food Safety

Description

Meat, poultry, and dairy products are either sold directly to consumers in their raw form (e.g., milk or eggs) or are
further processed into a wide variety of foods. Maintaining product quality and safety is crucial, as contamination by
pathogens, chemicals, or spoilage presents serious human and animal health risks. Food safety practices and
procedures in the industry have recently been subject to more intense scrutiny and oversight, and future outbreaks of
diseases among cattle, poultry, or pigs could lead to further governmental regulation. Food safety issues may arise at
any time during the production or processing phase and companies can be significantly impacted through product
recalls, damaged brand reputation, and increased regulatory scrutiny, including trade restrictions. While food safety
issues can arise throughout multiple levels of a company’s value chain, it is often the final brand that faces the most
reputational harm. Companies can better address safety concerns when they arise and mitigate future risks by
improving food safety policies and the visibility of their supply chains.

Accounting Metrics

€NO102FB0102-11. Number of recalls issued, total weight of products recalled

-52.45 The registrant shall disclose the total number of recalls issued, the scope of which includes voluntary recalls
initiated by the registrant and recalls requested by the Food Safety and Inspection Service (FSIS) of the U.S.
Department of Agriculture (USDA), or equivalent national authority.

53.46 _The registrant shall disclose the total amount, in metric tons, of products recalled.
54.47 A database of USDA-regulated recalls is available here.

55.48 The registrant may choose, in addition to the total number of recalls, to disclose the percentage of recalls
that were (1) registrant initiated and (2) requested by a regulatory agency, where:

e Recalls requested by a regulatory agency are those requested by governmental entities (e.g., the USDA
in the U.S. or the China Food and Drug Administration).

e Registrant-initiated recalls are those proactively initiated by the registrant or its business partners in
order to take foods off the market prior to any request from a regulatory agency.

Note to €ENO102FB0102-11-

-56.49 The registrant shall discuss notable recalls, such as those that affected a significant amount of product or

those related to serious illness or fatality.
-57.50 For such recalls, the registrant should provide:
e Description and cause of the recall issue

e The total weight of products recalled
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e The cost to remedy the issue (in U.S. dollars)
e Whether the recall was voluntary or involuntary (mandated by the FDA)
e Corrective actions

e  Any other significant outcomes (e.g., legal proceedings or fatalities)

€NO102FB0102-12. Global Food Safety Initiative (GFSI) audit conformance: (1) major non-conformance rate
and associated corrective action rate and (2) minor non-conformance rate and associated corrective action
rate

58.51 The registrant shall disclose its conformance with Global Food Safety Initiative (GFSI) recognized food safety
schemes based on the number of non-conformances that were identified during audits.

59.52 The scope of disclosure includes audit results from facilities that are owned and/or operated by the registrant.

-60.53 The registrant shall calculate and disclose the major non-conformance rate as the total number of major (or
critical) non-conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by
auditors. Major non-conformances may arise from a significant risk to food safety, non-compliance
with relevant regulatory requirements, and failure to adequately address prior minor non-
conformances. Major non-conformances must be corrected in accordance with the relevant GFSI
scheme under audit.

e Major non-conformances may also be referred to as critical or priority non-conformances.

-6+.54 The registrant shall calculate and disclose the minor non-conformance rate as the total number of minor non-
conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance is defined by the relevant GFSI scheme and is by itself not indicative of a
systemic problem.

-62.55 The registrant shall calculate and disclose its corrective action rate for major non-conformances as the
number of corrective action plans completed in accordance with the relevant GFSI scheme, no later than 30
days from the audit date, to address major non-conformances, divided by the total number of major non-
conformances that have been identified.

-63.56 The registrant shall calculate and disclose its corrective action rate for minor non-conformances as the
number of corrective action plans completed in accordance with the relevant GFSI scheme, no later than 365
days from the audit date, to address minor non-conformances, divided by the total number of minor non-
conformances that have been identified.

-64.57 A corrective action is defined as an action to eliminate the cause of a detected non-conformity or other
undesirable matter, in accordance with the GFSI, and may be further defined by the relevant GFSI scheme
under audit.
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-65.58 The scope of schemes includes those recognized by GFSI, including, at the time of publication:

PrimusGFS Standard V2.1—December 2011

e GlobalG.A.P Integrated Farm Assurance Scheme Version 4 and Produce Safety Standard Version 4
e FSSC 22000—October 2011 Issue

e CanadaGAP Scheme Version 6 Options B and C and Program Management Manual Version 3

e SQF Code 7th Edition Level 2

e [FS Food Standard Version 6

e BRC Global Standard for Food Safety Issue 6

-66.59 The registrant should disclose the GFSI-recognized scheme to which its facilities are audited.

€NO102FB0102-13. Percentage of supplier facilities that meet the Global Food Safety Initiative (GFSI)
requirements

-67.60 The registrant shall disclose the percentage of its supplier facilities that are certified to a Global Food Safety
Initiative (GFSI) scheme.

e The percentage shall be calculated as the number of facilities certified to a GFSI scheme divided by the
total number of supplier facilities.

e The scope of disclosure includes facilities operated by entities with which the registrant contracts
animal production (e.g., independent producers) and those that otherwise supply animal protein to the
registrant (e.g., for processing by the registrant).

e The scope of disclosure excludes suppliers of materials and products that are not animal protein.
-68.61 The scope of schemes includes those recognized by the GFSI, including, at time of publication:

PrimusGFS Standard VV2.1—December 2011

e  Global Aquaculture Alliance BAP Seafood Processing Standard
e FSSC 22000—October 2011 Issue

e SQF Code 7th Edition Level 2

e [FS Food Standard Version 6

e BRC Global Standard for Food Safety Issue 6

e Global Red Meat Standard 4th Edition Version 4.1
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e GlobalG.A.P Integrated Farm Assurance Scheme Version 4 and Produce Safety Standard Version 4
e CanadaGAP Scheme Version 6 Options B and C and Program Management Manual Version 3
€NO102FB0102-14. Discussion of markets that ban imports of the registrant's products

-69.62 The registrant shall disclose a list of countries and regions that restrict, ban, or have suspended imports of the
registrant’s products due to sanitary and phytosanitary (SPS) measures.

e The scope of disclosure excludes import bans, embargoes, or restrictions that are in place due to non-
SPS measures.

—08.63 SPS measures are food, animal, and plant safety and health standards and regulations enacted by
governments to protect human, animal, or plant life or health in accordance with the World Trade Organization
(WTO) Agreement on the Application of Sanitary and Phytosanitary Measures (SPS Agreement).

—#+.64 The registrant shall discuss the following with respect to each ban: The scope of meat or meat products
affected, the length of time the ban has been in place, the stated reason for the ban (e.g., risk of bovine
spongiform encephalopathy), and the effect on the registrant’s results of operations and financial condition.
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Workforce Health & Safety

Description

The Meat, Poultry, & Dairy industry has relatively high injury rates compared with those in other industries. Common
hazards include falls, transportation accidents, heat-related injuries, asphyxiation, and machinery injuries. Exposure to
hazardous substances, including particulate matter dust, may increase the risk of chronic illnesses, and workers can
also fall ill from pathogens they contact when handling meat or animal waste. Worker injuries or fatalities can lead to
negative publicity, low worker morale and productivity, and increased health care and injury compensation costs.
Additionally, regulators may levy fines against companies for noncompliance with worker health and safety standards,
as well as preventable accidents, and can require remedial action such as employee training. Developing a strong
company safety culture and reducing employees’ exposure to harmful situations is critical in order to proactively guard
against accidents and improve employees’ health and safety.

Accounting Metrics
€NO102FB0102-15. (1) Total recordable injury rate (TRIR) and (2) fatality rate

—2.65 Registrants whose workforce is entirely U.S.-based shall disclose their total recordable injury rate (TRIR) and
fatality rate as calculated and reported in the Occupational Safety and Health Administration’s (OSHA) Form
300.

e  OSHA guidelines provide details on determining whether an event is a recordable occupational incident
and definitions for exemptions for incidents that occur in the work environment but are not

occupational.

—#3.66_Registrants whose workforce includes non-U.S.-based employees shall calculate their TRIR and fatality rate
according to the U.S. Bureau of Labor Statistics guidance and/or using the U.S. Bureau of Labor Statistics
calculator.

—#4.67 The registrant shall disclose its TRIR and fatality rate for all employees, including direct full-time employees,
contract employees, and seasonal and migrant employees.

—#5.68 The scope includes all employees, domestic and foreign.

—#6.69 Rates shall be calculated as: (statistic count / total hours worked) * 200,000.

€NO102FB0102-16. Description of practices to monitor for and mitigate chronic and acute health conditions

—#7.70 The registrant shall discuss efforts to assess, monitor, and mitigate chronic and acute health conditions in

employees including, but not limited to:

e  Chronic respiratory conditions such as chronic bronchitis, chronic lung disease (e.g., COPD), declines in
lung function, organic toxic dust syndrome, and conditions resulting from particulate matter.

e Acute respiratory conditions such as chemical burns, inflammation of the respiratory tract, acute or
subacute bronchitis, and death.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | MEAT, POULTRY, & DAIRY | 88


http://www.bls.gov/iif/osheval.htm
http://data.bls.gov/iirc/calculate.do

—#8.71 Relevant efforts to discuss include, but are not limited to, risk assessments, participation in long-term health
studies, health and wellness monitoring programs, readily accessible personal protective equipment (PPE), and
implementation of relevant worker training programs.
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Antibiotic Use in Animal Production

Description

The use of antibiotics to boost the growth of livestock and improve output of animal production is becoming an
increasing concern among consumers and is leading to regulatory scrutiny over animal production. As a result of
antibiotics use, there are concerns that humans can become exposed to antibiotic-resistant strains of bacteria through
a number of sources that are linked back to animal production. While the use of antibiotics in animal feed or water
supplies can improve the output of animal production, meat, poultry, and dairy companies must balance the positive
benefits with the potential negative long-term health and safety impacts on consumers. Furthermore, there is an
inherent link between antibiotic use and the Animal Care & Welfare topic. The nontherapeutic use of antibiotics
allows for closer animal quarters associated with CAFOs. The use of antibiotics in animal production presents
reputational and regulatory risks for meat, poultry, and dairy producers, both of which can affect long-term
profitability through impacts on demand and market share. Oftentimes, companies in the industry supply contractors
with animal feed containing antibiotics, which provides them with direct control over this issue. In other cases where
companies get supplies from third-parties, they can select and specify suppliers that do not use antibiotics in animal
raising, as one way to manage the issue.

Accounting Metrics

€NO102FB0102-17. Percentage of animal production that receives (1) medically important antibiotics and
(2) nontherapeutic antibiotics

#9.72 The registrant shall disclose the percentage of animal production that received medically important
antibiotics, where:

e Medically important antibiotics (or “medically important antimicrobial drugs”) are defined according to
the U.S. Food and Drug Administration’s (FDA) Veterinary Feed Directive (VFD) as all three tiers

" ou

("critically important,” “highly important,” and “important”) of antimicrobial drugs listed in Appendix

A to its Guidance for Industry (GFI) #152 to be “medically important.”

=  The current list of medically important antimicrobial drug classes includes: aminoglycosides,
lincosamides, macrolides, penicillins, streptogramins, sulfonamides, and tetracyclines.

= Updates made to the list of drug classes included GFI #152 Appendix A shall constitute updates to this
standard.

e The percentage is calculated as the carcass (or dressed) weight of animal protein that received
medically important antibiotics at any stage of its life divided by the total carcass (or dressed) weight of
animal protein production.

e The scope includes animal protein from operations that the registrant owns and operates, operations
with which it contracts animal production (e.g., independent producers), and operations that
otherwise supply animal protein to the registrant (e.g., for processing by the registrant).

e The registrant may choose to provide disclosure by animal protein type (e.g., pork, beef, and poultry).
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=86.73 The registrant shall disclose the percentage of animal production that received nontherapeutic antibiotics,
where:

e Nontherapeutic (or subtherapeutic) antibiotic usage includes any use of the drug as a feed or water
additive for an animal, in the absence of any clinical sign of disease in the animal, for the purpose of
growth promotion, feed efficiency, weight gain, routine disease prevention, or other routine purpose.

e The percentage is calculated as the carcass (or dressed) weight of animal protein that received
nontherapeutic antibiotics at any stage of its life divided by the total carcass (or dressed) weight of

animal protein production.

e The scope includes animal protein from operations that the registrant owns and operates, operations
with which it contracts animal production (e.g., independent producers), and operations that
otherwise supply animal protein to the registrant (e.g., for processing by the registrant).

e The registrant may choose to provide disclosure by animal protein type (e.g., pork, beef, and poultry).

e The scope of antibiotics includes both antibiotics that treat human disease and those that do not (e.g.,

ionophores).
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Animal Care & Welfare

Description

There is increasing public and regulatory scrutiny of the industry’s treatment of animals. In the U.S., farm animals are
largely excluded from federal and state animal welfare statutes, including the Animal Welfare Act. However, the
pressure on the industry to improve animal welfare and certain animal-raising methods has come from consumer and
advocacy group action and shifting consumer trends. In recent years, consumer demand has shifted away from
specific production methods, such as the use of gestation crates and other small caged enclosures that threaten
animal health and welfare. Companies that are prepared to meet these trends may be able to increase their market
share by capturing this market demand and being first-to-market with products that comply with new regulations.

Accounting Metrics
€NO102FB0102-18. Percentage of pork produced without the use of gestation crates

2+.74 The registrant shall calculate the percentage as the weight, in metric tons, of pork produced from gestation-
crate-free sources divided by the total weight of pork production.

e Weight of production shall be calculated using carcass weight or retail weight (where the registrant
has sourced pork or pork products that have already been processed).

82.75 A gestation crate is defined as an enclosure for housing an individual breeding sow, where the enclosure
fulfills the animal’s static space requirements but does not allow for dynamic movement such as turning around
and is typically non-bedded, with concrete floors and metal stalls.

-83.76 The scope of disclosure includes pork or pork products that originated from breeding sows that were
confined to gestation crates, regardless of whether erretthe registrant housed the sow.

-84.77 The scope includes all pork and pork product products that the registrant brings to market, including pork
from facilities that the registrant owns and operates and pork from facilities from which the registrant contracts
animal production (e.g., independent producers).

-85.78 The registrant should discuss, where relevant:

e How, if in any way, the use of gestation crates is addressed in contracts with producers and
independent farmers.

e Requirements of key customers related to the use of gestation crates and how the registrant addresses
them.

e Any targets the registrant has related to phasing out gestation crates and its progress toward those
targets.
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€NO102FB0102-19. Percentage of cage-free shell egg sales

=86.79 The registrant shall calculate the percentage as the number of shell eggs produced from cage-free hens
divided by the total shell egg production, where:

e Cage-free is defined as confinement of laying hens in a building, room, or open area with unlimited
access to food and water, and with freedom to roam within these areas during the production cycle.

-87.80 The scope includes all eggs that the registrant brings to market, including eggs from facilities that the
registrant owns and operates, eggs from facilities from which the registrant contracts egg production (e.g.,
independent producers), and eggs that the registrant purchases for resale.

€NO102FB0102-20. Percentage of production certified to a third-party animal welfare standard

-88.81 The registrant shall calculate the percentage as the weight, in metric tons, of animal protein production
verified to have been raised in accordance with a third-party animal welfare standard divided by the total
weight of animal protein production.

e Weight of production shall be calculated using carcass weight or retail weight (where the registrant
has sourced animals or animal products that have already been processed).

89.82 The scope includes all animal protein production that the registrant brings to market, including animal
protein from facilities that the registrant owns and operates and animal protein from facilities from which the
registrant contracts animal production (e.g., independent producers).

-906.83 Animal welfare standards are standards that relate to the following aspects of beef, pork, and/or poultry
production:

Animal treatment and handling

Housing and transportation conditions

Slaughter facilities and procedures

Use of antibiotics and hormones

94.84 Applicable certifications include, but are not limited to, the following: Animal Welfare Approved, Food
Alliance, Global Animal Partnership’s 5-Step Program, Certified Humane Certification Program, and American
Humane Certified.

92.85 The registrant should disclose the animal welfare standards to which its production is certified.

-93.86 The registrant may choose to discuss animal welfare standards that it implements in its operations and/or
supply chain that are not third-party verified (i.e., those that are enforced by the registrant or a trade
association).
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Environmental & Social Impacts of Animal Supply Chains

Description

Many companies supplement their own raising of animals with those from outside farmers or other corporations that
have rearing operations, and thus many of the previously discussed environmental and social impacts exists within the
industry’s supply chain. Some of these impacts include deforestation, land use and waste management, water
withdrawals, and animal treatment. Other issue within supplier operations include food safety and antibiotics use, the
financial and performance implications of which are discussed under those respective disclosure topics. Additionally,
climate change risks present a long-term challenge for the Meat, Poultry, & Dairy industry. The global presence of top
companies in this industry heightens the probability of diverse physical impacts of climate change within supply
chains, which can affect crucial factors of production for animal raising and processing, including grasslands and
water. Managing environmental risks within a company’s animal supply chain is critical to securing a steady source of
animals at reasonable costs, while managing social risks can prevent reputational damage and impacts on demand
from the inhumane treatment of animals.

Accounting Metrics

€NO102FB0102-21. Percentage of livestock from suppliers implementing NRCS Conservation Plans or the
equivalent

94.87 The registrant shall calculate the percentage as the total live weight of livestock sourced from suppliers that
manage pasture and grazing land to Natural Resources Conservation Service (NRCS) conservation plan criteria
divided by the total live weight of livestock sourced by the registrant.

e The scope of disclosure shall include livestock purchased by the registrant during the fiscal year,
adjusted for any changes in inventory of live animals.

-95.88 Land shall be considered to be managed to a NRCS conservation plan if its management:

e  Follows the planning process described by the National Planning Procedures Handbook; and

e Follows management practices outlined in the National Range and Pasture Handbook (NRPH), USDA,
NRCS, Grazing Lands Technology Institute Revision 1, December 2003.

-96.89 Land is within the scope of disclosure if it is addressed by the NRPH definition of rangeland, which includes
grazed forest, naturalized pasture, pastureland, hayland, and grazed and hayed cropland.

€NO102FB0102-22. Percentage of contract producers in regions with High or Extremely High Baseline Water
Stress

9790 The registrant shall calculate the percentage as the value of contracts, in U.S. dollars, associated with
contract production of animal protein from entities located in water-stressed regions divided by the total value
of contracts associated with contract production of animal protein, where:
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e Water-stressed regions are defined according to the World Resources Institute’s (WRI) Water Risk Atlas
tool, Aqueduct (publicly available online here), as areas with High (40-80%) or Extremely High (>80%)
Baseline Water Stress.

e A contract producer (or grower) is an entity with which the registrant has an agreement under which
the producer typically agrees to provide facilities, labor, utilities, and care for livestock owned by the
registrant in return for a payment.

€NO102FB0102-23. Percentage of supplier and contract production facilities verified to meet animal welfare
standards

98.91 The registrant shall disclose the percentage of its supplier facilities that have been verified to be operating in
accordance with animal welfare standards.

e The percentage shall be calculated as the number of facilities verified to be operating in accordance
with animal welfare standards divided by the total number of supplier facilities.

e The scope of disclosure includes facilities operated by entities with which the registrant contracts
animal production (e.g., independent producers) and those that otherwise supply animal protein to the
registrant (e.g., for processing by the registrant).

-99.92 Animal welfare standards are standards that relate to the following aspects of beef, pork, and/or poultry
production:

Animal treatment and handling

Housing and transportation conditions

Slaughter facilities and procedures

Use of antibiotics and hormones

-088.93The registrant should disclose the animal welfare standards to which its production is certified.

—+6+.94Standards include those that the registrant has developed and enforces in its supply chain, those developed
and enforced by a trade association, or and those developed and enforced by a third party.

e  Third-party standards include, but are not limited to, the following: Animal Welfare Approved, Food
Alliance, Global Animal Partnership’s 5-Step Program, Certified Humane Certification Program, and
American Humane Certified.

€NO102FB0102-24. Discussion of strategy to manage opportunities and risks to livestock supply presented
by climate change

—+62.95The registrant shall discuss the risks and/or opportunities to its livestock production that may be presented by
climate change scenarios.
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e Livestock production risks and opportunities include those affecting all lifecycle phases of bringing
animal protein to market, including breeding, grazing, feedlot, slaughter, processing, and
distribution/transportation of live animals and processed animal protein products.

-63.96The registrant should identify the risks presented by climate change, including, but not limited to, availability
of water, shifts in rangeland quality, disease migration, and more frequent extreme weather events.

-+084.97The registrant should discuss how such scenarios will manifest (e.g., at point they will affect the registrant’s
supply chain) and how each type of livestock (i.e., beef cattle, dairy cattle, pigs, poultry, etc.) would specifically
be affected and how other operating conditions (e.g., transportation and logistics, physical infrastructure, etc.)
would be affected.

-+85.98The registrant shall discuss efforts to assess and monitor the impacts of climate change and the related
strategies it employs to adapt to any risks and/or recognize any opportunities.

e Strategies include, but are not limited to, use of insurance, investments in hedging instruments, supply
chain diversification, improving ecosystem management and biodiversity, and development of tolerant
livestock breeds.

—+086.99The registrant should discuss the probability that risks and opportunities will come to fruition, the likely
magnitude of the impact on financial results and operating conditions, and the timeframe over which such risks
and opportunities are expected to manifest.

—+087.100 The registrant may include discussion of the methods or models used to develop the climate change
scenario(s) it uses, including the use of scientific research provided by governmental and non-governmental
organizations (e.g., Intergovernmental Panel on Climate Change Climate Scenario Process).

—+68.101 Climate change mitigation strategies in which the registrant engages, such as the reduction of direct
COz emissions or the promotion of reduced-emissions techniques to partners (e.g., contact growers or
independent suppliers), shall be addressed in €66+62FB0102-02
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Environmental Risks in Animal Feed Supply Chains

Description

The animal feed supply chain for meat, dairy, and poultry producers is exposed to risks from climate change and
increasing water scarcity. This can affect the production of animal feed and increase companies’ costs. Animal feed
represents a significant proportion of animal raising costs. Companies can mitigate these risks by monitoring their
feed supply chains for long-term impacts associated with climate change, sourcing from suppliers managing these
risks well, and attempting to hedge short-term price fluctuations.

Accounting Metrics

€NO102FB0102-25. Percentage of feed sourced from regions with High or Extremely High Baseline Water
Stress

-+69.102 The registrant shall calculate the percentage as the amount of feed, in metric tons, sourced from
water-stressed areas divided by the total amount of feed utilized by the registrant, where:

e Water-stressed regions are defined according to the World Resources Institute’s (WRI) Water Risk Atlas
tool, Aqueduct (publicly available online here), as areas with High (40-80%) or Extremely High (>80%)
Baseline Water Stress.

e Feed includes soybean meal, cornmeal and other grains, and other fodder provided to livestock, but
excludes forage.

e The amount of feed sourced shall be calculated as the amount purchased, adjusted for any changes in
inventory of feed.

-+46.103 The scope of disclosure includes feed grown and/or manufactured by the registrant and feed that is

purchased by the registrant.

€NO102FB0102-26. Discussion of strategy to manage opportunities and risks to feed sourcing presented by
climate change

44104 The registrant shall discuss the risks and/or opportunities to its feed sourcing that may be presented
by climate change scenarios.

e Feed-sourcing risks and opportunities include those at the cultivation, milling and other processing,
and transportation phases of animal feed production.

42,105 The registrant should identify the risks presented by climate change, including, but not limited to,
availability of water, shifts in rangeland quality, disease migration, and more frequent extreme weather events.

-+43.106 The registrant should discuss how such scenarios will manifest (e.g., if the effects will be directly felt
by the registrant or if they will affect the registrant’s supply chain) and how each type of feed (i.e., soybean
meal, cornmeal and other grains, hay, etc.) would specifically be affected and how other operating conditions
(e.g., transportation and logistics, physical infrastructure, etc.) would be affected.
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4,107 The registrant shall discuss efforts to assess and monitor the impacts of climate change and the
related strategies it employs to adapt to any risks and/or recognize any opportunities.

e Strategies include, but are not limited to, use of insurance, investments in hedging instruments, supply
chain diversification, and improving ecosystem management and biodiversity.

-+5.108 The registrant should discuss the probability that risks and opportunities will come to fruition, the
likely magnitude of the impact on financial results and operating conditions, and the timeframe over which
such risks and opportunities are expected to manifest.

“+1+6.109 The registrant may include discussion of the methods or models used to develop the climate change
scenario(s) it uses, including the use of global gridded crop models or scientific research provided by
governmental and non-governmental organizations (e.g., Intergovernmental Panel on Climate Change Climate

Scenario Process).

“+HZ.110 Climate change mitigation strategies in which the registrant engages, such as the reduction of direct
CO; emissions or the promotion of reduced-emissions techniques to partners (e.g., contact growers or
independent suppliers), shall be addressed in €66+02FB0102-02.
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PROCESSED FOODS
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Processed Foods
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by

Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395. “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Processed Foods industry includes companies that process and package foods such as bread, frozen foods, snack
foods, pet foods, and condiments for retail consumer consumption. Typically, these products are made ready to
consume, are marketed for retail consumers, and can be found on food retailers’ shelves. The industry is characterized
by large and complex ingredient supply chains, as many companies compete globally and source ingredients from all
over the world. Large companies in the industry generate sales globally, and international opportunities are driving
growth.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Processed Foods industry, the SASB has identified the following sustainability disclosure topics:

e Energy & Fleet Fuel Management e Product Labeling & Marketing
o Water Management e Packaging Lifecycle Management
e Food Safety e Environmental & Social Impacts of

I di ly Chai
e Health & Nutrition ngredient Supply Chains

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB's Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality bulletin/

9 https://library.sasb.org/implementation-guide

10 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management'’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. ltem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,”
with a section that includes the material topics, performance metrics, and management’s view with respect to
corporate positioning. See SASB's “Mock 10-Ks” for examples of preparing an MD&A using the SASB Standards. '?
Issuers are not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or
in sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,

available for download via https:/library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and
comparability of the data reported, as appropriate. Such a description might in certain circumstances include a
discussion of the following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management’s role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.

Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

' In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company'’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA,
etc.).

1> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE
CNB103

Weight of products sold Quantitative Metric tons (t)
FBO103-A
Total fleet road miles Quantitative Miles Shodos
FBO103-B
Number of production facilities Quantitative Number Shiod0s
FB0103-C

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
' The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY CODE
MEASURE
E:Z;gy & Fleet Operational energy consumed, percentage grid Quantitative Gigajoules (G)J), ENG1E3
. o
Management electricity, percentage renewable Percentage (%) FB0103-01
Gigajoules (GJ ENG1O3
Fleet fuel consumed, percentage renewable Quantitative S
Percentage (%) FB0103-02
Water (1) Total water withdrawn and (2) total water Cubic meters CNG103
Management consumed, percentage of each in regions with Quantitative (m3),
High or Extremely High Baseline Water Stress Percentage (%) EE080- 05
Number of incidents of non-compliance with CNO103-04
water quality and/or quantity permits, Quantitative Number
standards, and regulations A0S0
D|scu§S|9n of water m_anagement rlsks and Discussion & CND103
description of strategies and practices to Analvsis n/a
mitigate those risks ¥ Eeens
Food Safety Global Food Safety Initiative (GFSI) audit
conformance: (1) major non-conformance rate CNO1O3
and associated corrective action rate and (2) Quantitative Rate
minor non-conformance rate and associated FB0103-06
corrective action rate
Percentage of ingredients sourced from supplier 0 €ND103
facilities certified to a Global Food Safety Quantitative Eersce:r:zge 4
Initiative (GFSI) scheme ¥ sp FB0103-07
Notice of food safety violations received, L Number, ENB163
Quantitative
percentage corrected Percentage (%) FB0103-08
Number of recalls issued, total amount of food . Number, ENO163
Quantitative .
product recalled?° Metric tons (t) FB0103-09
Health & Revenue from products labeled and/or CNG103
Nutrition marketed to promote health and nutrition Quantitative U.S. Dollars ($)
attributes AU
: iraria or forel . Quantitative Y-S Dellars{$) CNO1O3-1
Description of the proc?ess to_ldentlfy and Discussion & CNO103
manage products and ingredients of concern Analvsis n/a
and emerging dietary preferences ¥ B
Przd:.fct Number(1) Percent of ehildtotal advertising
Iﬂzafk:entgn& impressions made-percentage_on children and
ine (2) percent thereof promoting products Quantitative e — ENGHE313
meetingthat meet the Children’s Food and ge i TA08-18-01

Beverage Initiative (CFBAI) Uniform
NutritierNutritional Criteria

20 Note to €NB103FB0103-09—Disclosure shall include a description of notable recalls, such as those that affected a significant amount of
product or those related to serious illness or fatality.
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TOPIC

Packaging
Lifecycle
Management

Environmental
& Social
Impacts of
Ingredient
Supply Chains

ACCOUNTING METRIC

Revenue from products labeled as (1)
containing genetically modified organisms
(GMOs) and (2) non-GMO

Notices of violations received for non-
conformance with regulatory labeling and/or
marketing codes

Amount of legal and regulatory fines and
settlements associated with marketing and/or
labeling practices?!

(1) Total weight of packaging sourced, (2)
percentage made from recycled or renewable
materials, and (3) percentage that is recyclable
or compostable

Description of strategies to reduce the
environmental impact of packaging throughout
its lifecycle

Percentage of food ingredients sourced from
regions with High or Extremely High Baseline
Water Stress

Percentage of food ingredients sourced that are
certified to third-party environmental and/or
social standards, by certification scheme

Suppliers’ social and environmental
responsibility audit conformance: (1) major
non-conformance rate and associated
corrective action rate and (2) minor non-
conformance rate and associated corrective
action rate

List of priority food ingredients and discussion
of sourcing risks due to environmental and
social considerations

CATEGORY

Quantitative

Quantitative

Quantitative

Quantitative

Discussion &
Analysis

Quantitative

Quantitative

Quantitative

Discussion &
Analysis

UNIT OF

MEASURE

U.S. Dollars (S)

Number,
Percentage (%)

U.S. Dollars (S)

Metric tons (t),
Percentage (%)

n/a

Percentage (%)
by spend

Percentage (%)
by spend

Rate

n/a

CODE

ENO1O3
FB0103-14

ENG163
FB0103-15

ENG163
FB0103-16

ENO1O3
FB0103-17

ENO1O3
FB0103-18

ENO1O3
FB0103-19

ENG163
FB0103-20

ENG163
FB0103-21

ENO1O3
FB0103-22

2! Note to FB0103-16—Disclosure shall include a description of fines and settlements and corrective actions implemented in response to

events.
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Energy & Fleet Fuel Management

Description

The Processed Foods industry is highly reliant on energy and fuel as primary inputs for value creation, both in
manufacturing food products distributing finished products to consumers. Energy is needed to operate large
manufacturing facilities for use in steps such as cooking, refrigeration, packaging, and transportation. Energy
production and consumption contributes to significant environmental impacts, including climate change and
pollution, which have the potential to indirectly yet materially impact the results of operation of processed foods
companies. Energy efficiency in production and distribution can mitigate exposure to volatile energy costs and limit a
company'’s contribution to direct and indirect GHG emissions. Producers may be able to further reduce the risk posed
by volatile fossil fuel energy costs—particularly natural gas, which is used heavily in the industry—Dby diversifying their
energy portfolio across a range of sources. Additionally, companies in the industry rely on third-party distribution as
well as directly owned systems to transport their products to consumers. Efficiencies gained in fleet fuel management
can reduce costs and limit the carbon footprint associated with product transportation.

Accounting Metrics
€NO103FB0103-01. Operational energy consumed, percentage grid electricity, percentage renewable

.01 The registrant shall disclose energy consumption from all sources, excluding fleet vehicles, as an aggregate figure
in gigajoules or their multiples.

e The scope includes energy purchased from sources external to the organization or produced by the

organization itself (self-generated).
e The scope includes only energy consumed by entities owned or controlled by the organization.

e The scope includes energy from all sources including direct fuel usage, purchased electricity, and
heating, cooling, and steam energy.

e The scope of disclosure excludes fuel consumption by fleet vehicles.

.02 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.03 The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy

consumption.
.04 The registrant shall disclose renewable energy consumption as a percentage of its total energy consumption.

.05 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
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includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid
electricity.

e  For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired
on behalf of the registrant in order for the registrant to claim them as renewable energy.

e For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.

e The renewable portion of the electricity grid mix that is outside of the control or influence of the
registrant is excluded from disclosure.??

e Renewable energy is defined as energy from sources that are replenished at a rate greater than or
equal to their rate of depletion, consistent with EPA definitions, such as geothermal, wind, solar,
hydro, and biomass.

.06 For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is limited to
the following:

e Energy from hydro sources that are certified by the Low Impact Hydropower Institute or that are
eligible for a state Renewable Portfolio Standard.

e Energy from biomass sources is limited to materials certified to a third-party standard (e.g., Forest
Stewardship Council, Sustainable Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered “eligible renewables” according to
the Green-e Energy National Standard Version 2.5 (2014), and materials that are eligible for a state
Renewable Portfolio Standard.

.07 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the
use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (for energy data including
electricity from solar or wind energy).

€NO103FB0103-02. Fleet fuel consumed, percentage renewable

.08 The registrant shall disclose total fuel consumption by fleet vehicles as an aggregate figure in gigajoules or their
multiples.

e The scope includes fuel consumed by vehicles owned or operated by the registrant.
.09 Fuel consumption shall be based on actual fuel consumed (i.e., not based on design parameters).

.10 Acceptable methods for calculating fuel consumption include adding fuel purchases made during the year to
beginning inventory at the start of the year, less any fuel inventory at the end of the year, or tracking fuel
consumption by vehicle or through expense reports.

22 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD |PROCESSED FOODS |

112


http://www.epa.gov/greenpower/gpmarket/

.11 The registrant shall disclose renewable fuel consumption as a percentage of its total fuel consumption.

e Renewable fuel is defined, consistent with the U.S. EPA's Renewable Fuel Standard (40 CFR Section
80.1401), as a fuel which meets the following requirements:

=  Fuel that is produced from renewable biomass.

=  Fuel that is used to replace or reduce the quantity of fossil fuel present in a transportation fuel,

heating oil, or jet fuel.

=  Fuel that has lifecycle greenhouse gas (GHG) emissions that are at least 20 percent less than
baseline lifecycle GHG emissions, unless the fuel is exempt from this requirement pursuant to §
80.1403.

.12 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.13 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the

use of HHVs for fuel usage (including biofuels).
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Water Management

Description

Water management is an increasingly material issue for companies in the Processed Foods industry, as large amounts
of water are required for cooking, processing, and cleaning finished goods. The total use of water depends on the
type of food being prepared. Companies may face additional risks associated with discharging polluted water from
the food-making process, which can lead to costly fines and stricter regulations. At the same time, increasing
pollution and climate change will create major operational risks for processed foods companies, especially those
operating in water-scarce regions. Disclosure around a company'’s total water withdrawal and exposure to water-
stressed regions can help identify direct cost savings associated with water efficiency, as well as risks related to
operating in water-stressed regions. Additional disclosure around fines and water quality violations can help quantify
direct costs from fines as well as identifying corporations that are better at managing compliance risks.

Accounting Metrics

€NO103FB0103-03. (1) Total water withdrawn and (2) total water consumed, percentage of each in regions
with High or Extremely High Baseline Water Stress

.14 The registrant shall disclose the amount of water (in thousands of cubic meters) that was withdrawn from all
sources, where:

e Water sources include surface water (including water from wetlands, rivers, lakes, and oceans),
groundwater, rainwater collected directly and stored by the registrant, wastewater obtained from
other entities, municipal water supplies, or supply from other water utilities.

.15 The registrant may choose to disclose the portion of its supply by source if, for example, significant portions of
withdrawals are from non-freshwater sources, where:

e  Fresh water may be defined according to the local statutes and regulations where the registrant
operates. Where there is no regulatory definition, fresh water shall be considered to be water that has
a solids (TDS) concentration of less than 1000 mg/| per the Water Quality Association definition.

e Water obtained from a water utility in compliance with U.S. National Primary Drinking Water

Regulations can be assumed to meet the definition of fresh water.

.16 The registrant shall disclose the amount of water (in thousands of cubic meters) that was consumed in its
operations, where water consumption is defined as:

e  Water that evaporates during withdrawal, usage, and discharge;
e Water that is directly or indirectly incorporated into the registrant’s product or service; and

e Water that does not otherwise return to the same catchment area from which it was withdrawn, such
as water returned to another catchment area or the sea.
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.17 The registrant shall analyze all of its operations for water risks and identify activities that withdraw and consume
water in locations with High (40-80%) or Extremely High (>80%) Baseline Water Stress as classified by the
World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly accessible online here).

.18 The registrant shall disclose its water withdrawn in locations with High or Extremely High Baseline Water Stress
as a percentage of the total water withdrawn.

.19 The registrant shall disclose its water consumed in locations with High or Extremely High Baseline Water Stress as
a percentage of the total water consumed.

€NO103-04TA08-19-01. Number of incidents of non-compliance with water quality and/or quantity permits,
standards, and regulations

.20 The registrant shall disclose the total number of instances of non-compliance, including violations of a
technology-based standard and exceedances of a quality-based standard.

.21 The scope of disclosure includes incidents governed by federal, state, and local statutory permits and regulations,
including, but not limited to, the discharge of a hazardous substance, violation of pretreatment requirements,
total maximum daily load (TMDL) exceedances, and/or water withdrawal exceedances.

.22 Ar-neidentThe scope of disclosure shall only include incidents of non-compliance shatH-be-diselosed-regardiessef
whetheritthat resulted in ara formal enforcement action(s).fe-g-—fire—warnpingletter—ete):

o An-inetdentFormal enforcement actions are defined as statutorily recognized actions that address a

violation or threatened violation of ren-cormplianceshal-be-disclosedregardtesswater quality laws,

requlations, policy or orders, and include administrative penalty orders, administrative orders, and

judicial actions, among others. For example, the U.S. EPA provides guidance on the scope of formal

enforcement actions in, Informal and Formal Actions, Summary Guidance and Portrayal on EPA
Websitesthe-.

.23 Violations, regardless of their measurement methodology or frequency-, shall be disclosed. These include-
violatiens:-:

e For continuous discharges, limitations, standards, and prohibitions that are generally expressed as
maximum daily, weekly, and monthly averages.

e  For non-continuous discharges, limitations that are generally expressed in terms of frequency, total
mass, maximum rate of dischargefregueney, and mass or concentration of specified pollutants.

€NO103FB0103-05. Discussion of water management risks and description of strategies and practices to
mitigate those risks

.24 The registrant shall discuss its risks associated with water withdrawals, water consumption, and discharge of
water to the environment and describe how it manages these risks.

.25 The registrant shall discuss, where applicable, risks to the availability of adequate, clean water resources.

e Relevant information to provide includes, but is not limited to:
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= Environmental constraints, such as operating in water-stressed regions, drought, interannual or
seasonal variability, and risks due to the impact of climate change.

= External constraints, such as volatility in water costs, stakeholder perceptions and concerns related
to water withdrawals (e.g., those from local communities, non-governmental organizations, and
regulatory agencies), direct competition with and impact from the actions of other users
(commercial and municipal), restrictions to withdrawals due to regulations, and constraints on the
registrant’s ability to obtain and retain water rights or permits.

= How risks may vary by withdrawal source, including wetlands, rivers, lakes, oceans, groundwater,
rainwater, municipal water supplies, or supply from other water utilities.

.26 The registrant shall discuss, where applicable, risks associated with its discharge of wastewater.
e Relevant information to provide includes, but is not limited to:

= Environmental constraints, such as the ability to maintain compliance with regulations focused on
the quality of effluent discharged to the environment, the ability to eliminate existing and emerging
pollutants of concern, and the ability to maintain control over runoff and storm water discharges.

= External constraints, such as increased liability and/or reputational risks, restrictions to discharges
and/or increased operating costs due to regulation, stakeholder perceptions and concerns related
to water discharges (e.g., those from local communities, non-governmental organizations, and
regulatory agencies), and the ability to obtain discharge rights or permits.

= How risks may vary by discharges to different sources, including wetlands, rivers, lakes, oceans,

groundwater, rainwater, municipal water supplies, or other water utilities.

.27 The registrant should include a discussion of the potential impacts that these risks may have on its operations
and the timeline over which such risks are expected to manifest.

e Impacts may include, but are not limited to, those associated with costs, revenues, liabilities, continuity
of operations, and reputation.

.28 The registrant shall provide a description of its short-term and long-term strategy or plan to manage these risks,
including the following, where relevant:

e Any water management targets it has set, and an analysis of performance against those targets.

= Water management targets can include water management goals that the registrant prioritizes to
manage its risks and opportunities associated with water withdrawal, consumption, or discharge.

= Targets can include, but are not limited to, those associated with reducing water withdrawals,
reducing water consumption, reducing water discharges, and improving the quality of wastewater
discharges.
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e The scope of its strategy, plans, or targets, such as whether they pertain differently to different
business units, geographies, or water-consuming operational processes.

e The activities and investments required to achieve the plans and targets, and any risks or limiting
factors that might affect achievement of the plans and/or targets.

.29 For water management targets, the registrant shall additionally disclose:
e The percentage reduction or improvement from the base year, where:

= The base year is the first year against which water management targets are evaluated toward the
achievement of the target.

e Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target.

e The timelines for the water management plans, including the start year, the target year, and the base
year.

e The mechanism(s) for achieving the target, including:
= Efficiency efforts, such as the use of water recycling and/or closed-loop systems
= Product innovations such as redesigning products or services to require less water

= Process and equipment innovations, such as those that enable the use of less water in
manufacturing or operations

= Use of tools and technologies (e.g., the World Wildlife Fund Water Risk Filter, WRI/WBCSD Global
Water Tool, and Water Footprint Network Footprint Assessment Tool) to analyze water use, risk,

and opportunities
= Collaborations or programs in place with the community or other organizations

.30 Disclosure of strategies, plans, and targets shall be limited to activities that were ongoing (active) or reached
completion during the fiscal year.

.31 The registrant shall discuss if its water management practices result in any additional lifecycle impacts or
tradeoffs in its organization, including tradeoffs in land use, energy consumption, and greenhouse gas (GHG)
emissions, and why the registrant chose these practices despite lifecycle tradeoffs.

Additional Resources

GRI-Global Reporting Initiative (GRI G4)

CDP 2015 Water Questionnaire

CEO Water Mandate

Global Water Footprint Assessment Standard
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Food Safety

Description

Food safety, as it relates to production quality, spoilage, contamination, supply chain traceability, and allergy labeling,
can affect company operations through product recalls, lawsuits, fines, and capital expenditures. Food safety recalls
can happen for numerous reasons, including packaging defects, food contamination, spoilage, and mislabeling.
Adding to the complexity of the issue, food safety issues often arise within a company’s supply chain, yet ultimately
end up causing recalls of final products. Because of this, supply chain traceability is beginning a greater concern for
companies in the industry, particularly amid new regulation. Poor management of food quality and safety may lead to
recalls and lawsuits that can materially impact a processed foods company’s operations through fines and tarnished
brand reputation. Disclosure around the topic of food safety may give investors a better understanding of a
company'’s operational risk characteristics and the potential impact of recalls on future operations. Conformance with
the GFSI scheme provides a good indication of companies’ performance on the issue, as major non-conformances
may indicate systemic governance risks, which could affect risk premiums. A high percentage of ingredient supplier
facilities that meet GFSI requirements will reduce the risk of recalls, which can be of varying magnitude and can result
in direct expenses to processed foods companies.

Accounting Metrics

€NO103FB0103-06. Global Food Safety Initiative (GFSI) audit conformance: (1) major non-conformance rate
and associated corrective action rate and (2) minor non-conformance rate and associated corrective action
rate

.32 The registrant shall disclose its conformance with Global Food Safety Initiative (GFSI) -recognized food safety
schemes based on the number of non-conformances that were identified during audits.

.33 The scope of disclosure includes audit results from facilities that are owned and/or operated by the registrant.

.34 The registrant shall calculate and disclose the major non-conformance rate as: total number of major (and/or
critical) non-conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by
auditors. Major non-conformances may arise from a significant risk to food safety, non-compliance
with relevant regulatory requirements, and failure to adequately address prior minor non-
conformances. Major non-conformances must be corrected in accordance with the relevant GFSI
scheme under audit.

e Major non-conformances may also be referred to as critical or priority non-conformances.

.35 The registrant shall calculate and disclose the minor non-conformance rate as: total number of minor non-
conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance is defined by the relevant GFSI scheme and is by itself not indicative of a

systemic problem.
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.36

.37

The registrant shall calculate and disclose its corrective action rate for major non-conformances as the number of
corrective action plans completed in accordance with the relevant GFSI scheme, no later than 30 days from the
audit date, to address major non-conformances, divided by the total number of major non-conformances that
have been identified.

The registrant shall calculate and disclose its corrective action rate for minor non-conformances as the number of
corrective action plans completed in accordance with the relevant GFSI scheme, no later than 365 days from the
audit date, to address minor non-conformances, divided by the total number of minor non-conformances that

have been identified.

.38 A corrective action is defined as an action to eliminate the cause of a detected non-conformity or other

undesirable matter, in accordance with the GFSI, and may be further defined by the relevant GFSI scheme under

audit.
.39 The scope of schemes includes those recognized by the GFSI, including, at time of publication:
e PrimusGFS Standard V2.1—December 2011
e Global Aquaculture Alliance BAP Seafood Processing Standard
e FSSC 22000—October 2011 Issue
e SQF Code 7th Edition Level 2
e IFS Food Standard Version 6
e BRC Global Standard for Food Safety Issue 6

Global Red Meat Standard 4th Edition Version 4.1

40 The registrant should disclose the GFSI-recognized scheme to which its facilities are audited.

€NO103FB0103-07. Percentage of ingredients sourced from supplier facilities certified to a Global Food
Safety Initiative (GFSI) scheme

41 The registrant shall disclose the percentage of food ingredients, by value in U.S. dollars, sourced from supplier

facilities that are certified to a Global Food Safety Initiative (GFSI) scheme.
42 The scope of disclosure includes the registrant’s tier-1 suppliers, where:
e Tier-1 suppliers are defined as suppliers that transact directly with the registrant for food ingredients.

.43 The registrant shall calculate the percentage of food ingredients sourced from supplier facilities certified to a
GFSI scheme as the amount (in U.S. dollars) of ingredient expenses for ingredients sourced from facilities
certified to a GFSI scheme, divided by the total amount of food ingredient expenses.

.44 The scope of schemes includes those recognized by the GFSI, including, at time of publication:
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e  PrimusGFS Standard V2.1—December 2011

e  Global Aquaculture Alliance BAP Seafood Processing Standard
e FSSC 22000—October 2011 Issue

e SQF Code 7th Edition Level 2

e [FS Food Standard Version 6

e BRC Global Standard for Food Safety Issue 6

e Global Red Meat Standard 4th Edition Version 4.1

e GlobalG.A.P Integrated Farm Assurance Scheme Version 4 and Produce Safety Standard Version 4

CanadaGAP Scheme Version 6 Options B and C and Program Management Manual Version 3

€NO103FB0103-08. Notice of food safety violations received, percentage corrected

.45 The registrant shall disclose the number of notices received that substantiate a violation of advisory and
administrative code(s), statute(s), or other requirement(s) related to food safety.

e Food and Drug Administration’s (FDA) notices of violation (NOV) include, but are not limited to,
Untitled Letters, Warning Letters, Section 305 Notices (Citations), or Administrative Detention.

e U.S. Department of Agriculture (USDA) notices of violation include, but are not limited to, product
withholdings and suspensions, Notice of Warning, and regulatory control actions.

e Alisting of USDA NOVs is available here, a database for FDA Warning Letters is available here, Untitled
Letters are available here, and a listing of Section 305 Notices and Administrative Detentions can be
requested through the Freedom of Information Act here.

.46 The scope of disclosure includes advisory and administrative violations for any food-safety-related issue
including, but not limited to, issues related to facilities’ hygienic practices, product allergen labeling, product
contamination, food and color additive violations, and other food safety issues covered by the Food, Drug, and
Cosmetic Act, the Federal Meat Inspection Act, the Poultry Products Inspection Act, and the Egg Products
Inspection Act.

47 The registrant shall calculate the percentage of NOVs corrected as the number of NOVs received and corrected
divided by the total number of NOVs received.

e An NOV is considered corrected when a company takes corrective action(s) before the regulatory
agency initiates an enforcement action, where enforcement actions include, but are not limited to:

= Civil actions such as seizures, injunctions, and false claims acts or other actions; and

= Criminal actions such as conviction and pre-trial diversion or other agreements.
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.48 If the registrant failed to take corrective action and no enforcement action was initiated, the NOV shall not be
considered corrected.

€NO103FB0103-09. Number of recalls issued, total amount of food product recalled
49 The registrant shall disclose the total number of recalls issued for its products.

e The scope of recalls includes recalls voluntarily initiated by the registrant and those requested and/or
mandated by the FDA, USDA, or equivalent foreign regulatory organization.

e The scope of this disclosure shall include instances of import refusals, a database for which is available
here.

.50 The registrant shall disclose the total amount (in metric tons) of products subject to recall.
.51 A database of FDA-regulated recalls is available here and a listing of USDA-regulated recalls is available here.

.52 The registrant may choose, in addition to the total number of recalls, to disclose the percentage of recalls that
were (1) registrant-initiated and (2) requested by a regulatory agency, where:

e Recalls requested by a regulatory agency are those requested by governmental entities (e.g., the FDA
or USDA in the U.S. or the China Food and Drug Administration).

e Registrant-initiated recalls are those proactively initiated by a food manufacturer or distributor in order
to take foods off the market prior to any request from a regulatory agency.

Note to €ENO103FB0103-09

.53 The registrant shall discuss notable recalls such as those that affected a significant amount of product or those
related to serious illness or fatality.

.54 A recall should be considered notable if it is mentioned in the FDA's Recalls, Market Withdrawals, & Safety Alerts
or the USDA’s Current Recalls and Alerts.

.55 For such recalls, the registrant should provide:
e  Description and cause of the recall issue
e The total weight of products recalled
e The cost to remedy the issue (in U.S. dollars)
e Whether the recall was voluntary or involuntary
e Corrective actions

e Any other significant outcomes (e.g., legal proceedings, consumer fatalities, etc.)
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Health & Nutrition

Description

Key nutritional and health concerns such as obesity, ingredient safety, and nutritional value are shaping the Processed
Foods industry’s competitive landscape. Health and nutrition are real concerns for consumers, regulators, and the
healthcare system. These concerns about food products can affect a company’s license to operate and its ability to
provide long-term value to shareholders. Processed foods producers are recognizing the consequences of consumers’
shifting preferences and increased awareness of the health of their products. New regulations or imposed taxes on
processed foods such as snack foods have the ability to influence industry profitability and pose risks for industry
participants. Studies have suggested adverse health consequences from consuming large quantities of food with little
nutritional value, which can lead to health issues such as higher levels of cholesterol, increased risk for heart disease,
and higher levels of obesity. These concerns present risks for companies that produce foods with little nutritional
value. On the other hand, companies that generate a greater share of their revenue from products labeled and/or
marketed to promote health and nutrition attributes are better positioned to gain market share of a growing segment
while avoiding the risks associated with potential regulation and public outcry relating to the use of artificial

sweeteners.

Accounting Metrics

€NO103FB0103-10. Revenue from products labeled and/or marketed to promote health and nutrition
attributes

.56 The registrant shall disclose the total revenue (in U.S. dollars) received from the sale of its products that are
labeled and/or marketed to promote health and nutrition attributes, where:

e  Products that are labeled to promote health and nutrition attributes contain labels and other written,
printed, or graphic matter on the article itself, on any containers and wrappers, or otherwise
accompanying the article, consistent with the definition of labeling provided by 21 U.S.C. § 321(m),
that promote health and nutrition attributes.

e Consistent with the American Marketing Association’s definition of marketing, products are considered
to be marketed to promote health and nutrition attributes when the registrant communicates, delivers,
and exchanges offerings that promote the product’s health and nutrition attributes.

.57 Products are considered to promote health and nutrition attributes when labeling or marketing contains claims
that:

e Additives (e.g., artificial sweeteners, colors, preservatives, and industrially produced trans fats) have
been eliminated.

e Fat, saturated fat, sodium, and cholesterol are equal to or less than the requirements for the use of the
term “healthy” and related terms as prescribed by the FDA’s Food Labeling Guide, available here.
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e Beneficial nutrients (e.g., vitamins A and C, calcium, iron, protein, and fiber) meet or exceed the
requirements for the use of the term “healthy” and related terms as prescribed by the FDA's Food
Labeling Guide, available here.

e Arelative claim, such as “light,” “reduced,” or “less” can be made regarding the product’s added
sugar content, consistent with the FDA's Food Labeling Guide, available here.

€NO103FB0103-12. Description of the process to identify and manage products and ingredients of concern
and emerging dietary preferences

-6+.58 The registrant shall discuss its process to identify and manage products and ingredients of consumer,
academic, activist, regulatory, or other concern including, but not limited to, the use of additives, portion sizes,
and product content certifications.

62.59 The registrant shall discuss efforts to identify concerns, the products related to those concerns, and resulting
risks associated with the use of artificial colors, flavors, sweeteners, preservatives, and other ingredients or
additives as described by the FDA, available here.
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e Relevant efforts to discuss include, but are not limited to, risk assessments, participation in long-term
health studies, completion of toxicological screens, procedures for receiving and reviewing consumer
concerns, labeling of novel food items, and phasing out, substituting, or using alternative materials for
ingredients of concern.

e The scope of disclosure shall focus on food ingredients, additives, and novel foods, but should include
potential synergistic effects of ingredients or products as relevant.

-63.60 The registrant shall describe how identified concerns are managed and risks communicated.

e The registrant may choose to discuss implementation of relevant food-ingredient and additive
standards, such as those under the CODEX Alimentarius International Food Standards of the Food and
Agriculture Organization (FAO) and the World Health Organization (WHO) (available here) as a strategy
to manage ingredients and products of concern.

-64.61 The registrant shall discuss the use of portion control, efforts taken to improve the nutritional content of its
products, and/or other measures taken to address consumer concerns, trends, and preferences.

e The registrant may choose to discuss whether strategies are related to or associated with a formal
health and nutrition initiative or strategy (e.g., WHO Global Strategy on Diet, Physical Activity and
Health, Healthy Weight Commitment Foundation, or the Alliance for a Healthier Generation), including
regional, national, international, or industry-specific programs.

-65.62 The registrant shall discuss its use of certification programs that address consumer concerns and preferences
over ingredients, additives, and potential allergens, where such certifications include, but are not limited to:

e USDA Organic
e Non-GMO Project Verified
e Certified Gluten-Free

-66.63 The registrant shall discuss any significant complaints, such as those resulting in lawsuits, relating to products
and/or ingredients of consumer concern and any efforts to mitigate the related future risks.
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Product Labeling & Marketing

Description

Processed foods producers make product claims aimed at winning customers by demonstrating a perceived benefit of
consumption. Companies have often made claims about their products that may have been misleading and
untruthful, resulting in fines and litigation that could be materially harmful to operations. Concerns over increasing
rates of childhood obesity have also raised questions about processed foods companies’ marketing practices to this
sensitive subset of the population. This has led to regulatory initiatives that monitor the marketing of unhealthy food
to children, which present new challenges to the industry. Disclosure on the number of child advertising impressions
made will lend insight into processed foods companies’ attempts to increase sales of products that address nutrition
concerns specifically directed toward children and will also help establish a company’s risk exposure to public outcry
relating to the marketing of products to children and whether those products meet public expectations. New laws and
regulations regarding the use and labeling of GMOs have a direct impact on the industry, as many of the ingredients
in processed foods are derived from GMO ingredients. These issues can affect the competitive landscape of the
industry, as companies may be subject to litigation and criticism if they make misleading statements, advertise toward
children, and don’t label their products containing GMOs. The percentage of a company’s product portfolio labeled as
GMO as opposed to non-GMO gives investors the data needed to understand how well positioned a company is to
comply with regulations surrounding the labeling of GMOs.

Accounting Metrics

€NO103-13-NumberTA08-18-01. (1) Percent of childtotal advertising impressions made;pereentage on_
children and (2) percent thereof promoting products meetingthat meet the Children’s Food and Beverage
Initiative (CFBAI) Uniform NutritionNutritional Criteria

-67.64 The registrant shall disclose the total number of advertising impressions made on children, regardless of
whether the advertising is directed toward children, where:

e The percentage is calculated as the total number of advertising impressions made on children divided

by the total number of advertising impressions made.

e An advertising impression is a measure of the number of times an advertisement is seen, heard,
watched, or read.

e The scope includes advertising impressions made through media such as television, radio, print,

Internet, interactive games (including advergames), tablets, smartphones, video games, computer
games, DVDs, and word of mouth, consistent with the scope of CFBAI commitments and reporting
requirements.

e Children are defined as under age 12, consistent with the Children’s Food and Beverage Initiative
(CFBAI) definition.
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68.65 The registrant shall disclose the percentage of advertising impressions made on children that promote
products that meet the CFBAI's Uniform Nutritional Criteria, regardless of whether such impressions were made
during programs with child audiences of less than 35 percent (i.e., the CFBAI's threshold for child-directed

programming).

-69.66 The percentage is calculated as the total number of child advertising impressions promoting products that
meet the CFBAI Uniform Nutritional Criteria divided by the total number of child advertising impressions made.

—08.67 The registrant shall disclose its methodology for collecting data and estimating the number of advertising
impressions made on children, where reasonable estimation methods include, but are not limited to:

e  Gross rating points and target ratios to determine impressions from television, radio, and print
advertising.

e Average visits per month, average page visits per month, and targeted index by age for company-
owned websites.

e Total number of ads viewed and child audience share on third-party websites, advergames, tablets,
smartphones, video games, and computer games.

€NO103FB0103-14 Revenue from products labeled as (1) containing genetically modified organisms (GMOs)
and (2) non-GMO

—#4+.68 The registrant shall disclose its revenue (in U.S. dollars) from products that are labeled as (1) containing
genetically modified organisms (GMOs) and (2) free of GMOs, where:

e GMOs are defined as organisms, with the exception of human beings, in which the genetic material
has been altered in a way that does not occur naturally by mating and/or natural recombination,
consistent with E.U. Directive 2001/18/EC.

—#2.69 The scope of disclosure includes all of the products sold in markets that the registrant operates in.

—3.70 The registrant should disclose the revenue from its products that are labeled as (1) containing GMOs and (2)
non-GMO in markets subject to GMO labeling regulation, including, but not limited to:

e E.U. Directive 2001/18/EC;

e Regulation EC 1829/2003;

e Maine HP 0490 LD 718;

e VermontH. 112 Act 0120;

e  Connecticut House Bill 6527; and

e Other U.S. state or federal regulation, as enacted.
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€NO103FB0103-15. Notices of violations received for non-conformance with regulatory labeling and/or
marketing codes

4,71 The registrant shall disclose the number of notices received that substantiate a violation of labeling- and/or
marketing-related regulatory code(s), statute(s), or other requirement(s).

e A labeling- and/or marketing-related non-conformance, consistent with the United States Fair
Packaging and Labeling Act (Title 15, Chapter 39) and the Federal Trade Commission (FTC) Act (Title
15 Chapter 2), includes products with labels that are misbranded or use deceptive acts of advertising.

¢ Incidences include, but are not limited to, the FDA's Untitled Letters, Warning Letters, or foreign
equivalents and the FTC's cease-and-desist orders, civil penalties, corrective advertising remedies, or
foreign equivalents.

e A database of Warning Letters is available here, and Untitled Letters are available here.

#5.72 The scope of disclosure includes non-conformances that are subject to regulations including, but not limited
to, the following:

The Federal Food and Drugs Act of 1906 (Title 21, Chapter 1)

The Federal Food, Drug, and Cosmetic Act (Title 21, Chapter 9)

The Fair Packaging and Labeling Act (Title 15, Chapter 39)

The Federal Trade Commission Act (Title 15, Chapter 2)

Other U.S. state or federal and foreign regulations, as enacted

—#6.73 The registrant may disclose any other non-conformances with third-party, industry, or internal codes on
labeling and/or marketing, including, but not limited to:

e Non-conformances reported by the Children’s Advertising Review Unit (CARU) (available here).

e Non-conformances reported by the Advertising Self-Regulatory Council (ASRC) (available here)

€NO103FB0103-16. Amount of legal and regulatory fines and settlements associated with marketing and/or
labeling practices

—#7.74 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with
marketing and/or labeling practices, such as those related to enforcement of U.S. laws and regulations on
nutrient content claims, health claims, other unfair or deceptive claims, and/or misbranded labeling, including
violations of the Federal Food and Drugs Act of 1906 and the Nutrition Labeling and Education Act of 1990,
among others.

—8.75 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).
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Note to €NO103FB0103-16

—#9.76 The registrant shall briefly describe the nature (e.g., guilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., nutrient content claims, health claims, misbranded labeling, etc.) of fines and
settlements.

=80.77 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in practices, management, codes, products, or training.
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Packaging Lifecycle Management

Description

Purchasing packaging materials represents a major business cost and contributes to the environmental footprint of
processed foods companies. Each stage of a package’s lifecycle, including design, transportation, and disposal,
presents its own unigue environmental challenges and opportunities that should be considered by processed foods
companies. Environmental benefits can include reducing the resources needed for packaging materials, reducing GHG
emissions in transportation, and reducing the amount of solid waste consumers send to landfills, as food containers
and packaging are responsible for a significant amount of waste in the U.S. every year. Processed foods companies
can work with packaging manufacturers to improve the environmental characteristics of their packaging through
better design, which helps build a better brand reputation and generate cost savings. Innovations such as light-
weighting materials can result in cost benefits during the purchasing and transportation phases of processed food
production. Other innovations can result is better end-of-life management (e.g., through use of recyclable or
compostable materials). A higher percentage of products made from recyclable materials indicates that a company is
proactively addressing end-of-life considerations associated with its products, mitigating the risk of cost and
compliance impacts from extended producer responsibility regulation.

Accounting Metrics

€NO103FB0103-17. (1) Total weight of packaging sourced, (2) percentage made from recycled or renewable
materials, and (3) percentage that is recyclable or compostable

8+.78 The registrant shall disclose the total weight of packaging purchased by the registrant, in metric tons, where:

e Packaging includes any material containing the registrant’s product or otherwise accompanying the
product, as well as secondary materials used by the registrant for shipping and distribution of products.
This includes:

=  Primary packaging that is designed to come into direct contact with the product; and

= Secondary packaging that is designed to contain one or more primary packages together with any
protective materials, where required.

= The scope excludes tertiary packaging that is designed to contain one or more articles or packages,
or bulk material, for the purposes of transport, handling and/or distribution. Tertiary packaging is
also known as “distribution” or “transport” packaging

=82.79 The registrant shall disclose the percentage of packaging (by weight) made from recycled and/or renewable
materials.

e Recycled content is defined, consistent with definitions in ISO 14021:1999, “Environmental labels and
declarations—Self-declared environmental claims (Type Il environmental labelling),” as the portion, by
mass, of recycled or recovered material in a product or packaging, where only pre-consumer and post-
consumer materials shall be considered as recycled content, and where:
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»  Recycled material is defined as material that has been reprocessed from recovered (or reclaimed)
material by means of a manufacturing process and made into a final product or a component for
incorporation into a product.

=  Recovered material is defined as material that would have otherwise been disposed of as waste or
used for energy recovery, but has instead been collected and recovered (or reclaimed) as a material
input, in lieu of new primary material, for a recycling or manufacturing process.

= Pre-consumer material is defined as material that has been diverted from the waste stream during a
manufacturing process. Excluded is reutilization of materials such as rework, regrind, or scrap that
are generated in a process and are capable of being reclaimed within the same process that
generated them.

= Post-consumer material is defined as material generated by households or by commercial,
industrial, and institutional facilities in their role as end-users of the product that can no longer be
used for its intended purpose. This includes returns of material from the distribution chain.

e Renewable resources are defined, consistent with the Global Protocol on Packaging Sustainability 2.0,

as resources that are composed of biomass from a living source and are replenished at a rate equal to
or greater than the rate of depletion, where:

=  Biomass is defined as a material of biological origin, excluding materials embedded in geological
formations or transformed to fossilized material and excluding peat. This includes organic material
(both living and dead) from above and below ground, such as trees, crops, grasses, tree litter,
algae, animals, and waste of biological origin (e.g., manure), consistent with the Global Protocol on

Packaging Sustainability 2.0.

-83.80 The percentage is calculated as the total weight of packaging made from recycled and/or renewable
materials divided by the total weight of all packaging used by the registrant.

e For packaging materials that contain both recycled and virgin parts, or which are made from both
renewable and nonrenewable resources, the registrant shall classify a portion of the material as
recycled or renewable based on an estimate of the weight of each portion.

-84.81 The registrant shall disclose the percentage of packaging (by weight) that is recyclable and/or compostable,
where:

e  For purpose of this disclosure, recyclable material includes those materials that are reusable, where:

= “Recyclable” is defined as a product or packaging that can be diverted from the waste stream
through available processes and programs and can be collected, processed, and returned to use in
the form of raw materials or products, consistent with definitions in ISO 14021:1999,
“Environmental labels and declarations—Self-declared environmental claims (Type Il environmental
labelling).”
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=  “Reusable” is defined as a product or packaging that has been conceived and designed to
accomplish, within its lifecycle, a certain number of trips, rotations, or uses for the same purpose
for which it was conceived, consistent with definitions in ISO 14021:1999, “Environmental labels
and declarations—Self-declared environmental claims (Type Il environmental labelling).”

= “Compostable” is defined as that which undergoes degradation by biological processes during
composting to yield CO2, water, inorganic compounds, and biomass at a rate consistent with other
known compostable materials and that leaves no visible, distinguishable, or toxic residue.
Compostable plastics are further defined by ASTM Standard D6400, 2004, “Standard Specification
for Compostable Plastics.”

-85.82 The percentage is calculated as the total weight of recyclable and/or compostable packaging divided by the
total weight of all packaging.

-86.83 The registrant should disclose (1) the total weight of packaging sourced, (2) the percentage made from
recycled or renewable materials, and (3) the percentage that is recyclable or compostable for each major
packaging substrate (e.g., wood fiber, glass, metal, and petroleum-based).

€NO103FB0103-18. Description of strategies to reduce the environmental impact of packaging throughout
its lifecycle

-87.84 The registrant shall discuss its strategies to reduce the environmental impact of packaging throughout its
lifecycle, such as reducing packaging weight and volume for a given application or using alternative materials,
including those that are recycled, recyclable, reusable, and/or compostable.

-88.85 The registrant shall discuss the circumstances surrounding its use of recycled and renewable packaging,
including, but not limited to, discussions of supply availability, consumer preferences, and packaging durability
requirements.

-89.86 The registrant shall discuss the circumstances surrounding its use of packaging that is recyclable and
compostable, including, but not limited to, discussions of regulations, packaging end-of-life commitments,
consumer demand, and packaging durability.

-96.87 Relevant disclosure may include, but is not limited to, discussion of the following:

e Implementation of EN 13428 or ISO 18602, which include criteria on minimization of packaging
weight and optimization to the amount needed for safety, hygiene, and consumer acceptance of the

packed product.
e Implementation of EN 13430 or ISO 18604, which include criteria for recyclable packaging.

e Implementation of EN 13432, 1ISO14855-1:2005, ASTM D6400, or ASTM D6868, which include criteria
for packaging recoverable through biodegradation and composting.

e Implementation of ISO 14021, which includes criteria for renewable and recycled material content

claims.
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e Performance on the Global Protocol on Packaging Sustainability 2.0 metrics for Packaging Weight and

Optimization and/or Assessment and Minimization of Substances Hazardous to the Environment.

94.88 The registrant should, where relevant, discuss any packaging-related targets and performance against those
targets. Examples of such targets include, but are not limited to:

e Reduction in packaging footprints
e Reduction in packaging weight either in total or on a per-unit basis
e Increasing recycled, recyclable, reusable, renewable, and/or compostable content

-92.89 The registrant may choose to discuss its use of Life Cycle Assessment (LCA) analysis in the context of its
approach to environmental impact reduction and maximization of product efficiency, including weight reduction
and transportation efficiency.

e When discussing improvements to the environmental efficiency of packaging products, improvements
should be discussed in terms of LCA functional unit service parameters (i.e., time, extent, and quality of
function).

Additional References
EPA Waste Hierarchy

Summary of the EPA Municipal Solid Waste Program
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Environmental & Social Impacts of Ingredient Supply Chains

Description

Companies in the industry utilize a significant amount of agricultural inputs, many of which are produced in areas
affected by drought or otherwise susceptible to shifts in weather patterns. This exposure can lead to price inflation
and can affect company profitability. Ultimately, climate change, water scarcity, and land-use restriction present risks
to a company’s long-term ability to source key materials and ingredients. Additionally, companies are continually
competing on ethical sourcing practices and certifications for their products, which address labor issues and worker
rights. Responsible sourcing and fair trade practices have the potential to offer companies opportunities to capture
growing demand from socially conscious consumers, while also securing a steady supply of key ingredients. Managing
a company’s exposure to environmental and social risks can lead to improved supply chain resiliency and enhanced
reputation, which provide value to shareholders. Moreover, sourcing from suppliers with strong conformance to social
and environmental principles gives companies assurance that the inputs to its products are developed in a way that
reduces the risk of reputational damage.

Accounting Metrics

€NO103FB0103-19. Percentage of food ingredients sourced from regions with High or Extremely High
Baseline Water Stress

-93.90 The registrant shall disclose the percentage, by value in U.S. dollars, of food ingredients sourced from regions
with High or Extremely High Baseline Water Stress.

94.91 The scope of food ingredients shall include those items grown by tier-1 suppliers.
e Tier-1 suppliers are defined as suppliers that transact directly with the registrant for food ingredients.

-95.92 The percentage is calculated as the total cost, in U.S. dollars, of food ingredients sourced from regions with
High or Extremely High Baseline Water Stress divided by the total cost of food ingredients sourced.

-96.93 Using the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly available online here),
the registrant shall analyze all of its known sources for water risks and identify sources that are in a location with
High (40-80%) or Extremely High (>80%) Baseline Water Stress.

-97.94 The scope of disclosure includes all tier-1 suppliers. Should the registrant not know all tier-1 suppliers, the
registrant shall disclose the percentage of ingredients from unknown regions that are grown by tier-1 suppliers.

€NO103FB0103-20. Percentage of food ingredients sourced that are certified to third-party environmental
and/or social standards, by certification scheme.

98.95 The registrant shall disclose the percentage, by value in U.S. dollars, of food ingredients sourced that have
been certified to third-party environmental and/or social standards, where:

e Environmental standards include, but are not limited to, protection of primary forests, maintenance of
surface water and groundwater quality, and implementation of integrated pest management solutions

or an Organic System Plan.
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e Social Standards include, but are not limited to, fair compensation of employees, training of
agrochemical applicators, continual monitoring of health and safety risks associated with applications
of agrochemicals, and absence of harmful child-labor practices.

e Standards that include both social and environmental criteria contain measures that incorporate both
social and environmental requirements, as mentioned above.

-99.96 The percentage is calculated as the total cost, in U.S. dollars, of food ingredients that are certified to a third-
party environmental and/or social standard divided by the total cost of food ingredients sourced.

-088.97 The scope of disclosure includes third-party certifications that are based on either environmental or social
best practices or both.

-6+.98The scope of food ingredients shall include those items grown by a tier-1 supplier or third party that are
sourced for eventual sale. Environmental and/or social certifications include, but are not limited to:

e Roundtable on Sustainable Palm Qil (RSPO)
e Roundtable on Responsible Soy (RTRS)

e Rainforest Alliance

e  Fair Trade USA

e Fairtrade International

e UTZ Certified

e Bon Sucro

e USDA Organic

e SA8000

—+02.99The registrant shall disclose, on a percentage of cost basis, the standards to which its food supply is certified,
and the following where relevant:

e  For RSPO certification, the registrant shall disclose whether the agricultural raw materials are certified
to the (1) Book & Claim or Mass Balance methods and (2) Identify and Preserved or segregated models.

e  For RTRS certification, the registrant shall disclose whether the ingredients are certified to the RTRS
Production standard or the RTRS Chain of Custody Standard and whether traceability in the chain of
custody standard is kept through segregation or mass balance.

e  For Fairtrade International and Fairtrade U.S.A., the registrant shall disclose whether ingredients are
certified to the standards for small producer organizations, hired labour, contract production, traders,
independent small holders, or capture fisheries.
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e For Bon Sucro certification, the registrant shall disclose whether the ingredients are certified to the Bon
Sucro Production Standard or the Bon Sucro Chain of Custody Standard.

e  For certifications not included here, similar efforts should be made to distinguish between the
certification-specific standards that are employed.

e  For certifications that evaluate and certify similar environmental and/or social criteria (e.g., Fair Trade
International and Fair Trade USA) and for ingredients that are derived from the same commodity, the
registrant may aggregate the percentage into one reportable figure.

€NO103FB0103-21. Suppliers’ social and environmental responsibility audit conformance: (1) major non-
conformance rate and associated corrective action rate and (2) minor non-conformance rate and associated
corrective action rate

-+03.100 The registrant shall disclose its suppliers’ conformance with external social and environmental audit
standards or internally developed supplier code(s) of conduct, based on the number of non-conformances
identified.

e The registrant may limit its disclosure to those suppliers that, in aggregate, account for 80 percent or
more of its supplier sourcing that is directly related to manufacturing.

—04.101 The registrant shall calculate and disclose the major non-conformance rate as the total number of
major non-conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by
auditors. Major non-conformances confirm the presence of underage child workers (below the legal
age for work or apprenticeship), forced labor, health and safety issues that can cause immediate
danger to life or serious injury, and environmental practices that can cause serious and immediate
harm to the community. Major non-conformance includes material breach or systemic breaking of
code requirement or law. Issues representing an immediate danger must be corrected as soon as
practical, but not longer than 90 days after discovery.

e Major non-conformances may also be referred to as critical or priority non-conformances.

—65.102 The registrant shall calculate and disclose the minor non-conformance rate as the total number of
minor non-conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance by itself doesn’t indicate a systemic problem with the management system.
It is typically an isolated or random incident and represents a low risk to workers and the environment.

—+06.103 The registrant shall calculate and disclose its corrective action rate for major non-conformances as
the number of corrective action plans completed within 90 days to address major non-conformances divided by
the total number of major non-conformances that have been identified.

+07.104 The registrant shall calculate and disclose its corrective action rate for minor non-conformances as
the number of corrective action plans completed within 90 days to address minor non-conformances divided by
the total number of minor non-conformances that have been identified.
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—+08.105 A corrective action is defined as the implementation of practices or systems to eliminate any non-
conformance and ensure there will be no reoccurrence of the non-conformance, and verification that the

corrective action has taken place.

-+09.106 The registrant shall disclose the standards to which it has measured social and environmental

responsibility audit compliance.

e Forinternally developed supplier code(s) of conduct, the registrant shall disclose the public location

where such code(s) can be viewed.

€NO103FB0103-22. List of priority food ingredients and discussion of sourcing risks due to environmental
and social considerations

-+1+6.107 The registrant shall identify any food ingredients that are a priority to the registrant’s business.

e  Priority food ingredients are defined as the five ingredients that constitute the largest food ingredient
expense (excluding water) and/or those ingredients that are otherwise essential to the registrant’s
products or have significant environmental or social risks.

“++4.108 The registrant shall discuss its strategic approach to managing the environmental and social risks

that arise from its priority food ingredients, where:

e  Environmental risks include, but are not limited to, effects of drought and climate change on
ingredient prices, reputational damage due to deforestation, and other risks resulting from the
environmental impacts associated with the registrant’s supply chain.

e Social risks include, but are not limited to, effects of workers’ rights on productivity, reputational
damage due to human rights issues, and other risks resulting from the social impacts associated with

the registrant’s supply chain.

e The scope of disclosure should focus on food ingredients that are sourced from directly contracted
growers or through producer supply agreements, or that are procured through other means.

“+H2.109 The registrant should identify which food ingredients present risks to its operations, the risks that
are represented, and the strategies the registrant uses to mitigate such risks.

“+3.110 For environmental risks, relevant strategies to discuss include the diversification of suppliers, supplier
training programs on environmental best management practices, expenditures on R&D for alternative and
substitute crops, and audits or certifications of suppliers’ environmental practices.

4111 For social risks, relevant strategies to discuss include supplier training programs on agrochemical
application, engagement with suppliers on labor and human rights issues, and maintenance of a supply chain

code of conduct.
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NON-ALCOHOLIC BEVERAGES

Sustainability Accounting Standard
About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for

implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Non-Alcoholic Beverages
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395. “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Non-Alcoholic Beverages industry produces a broad range of beverage products, including various carbonated
soft drinks, syrup concentrates, juices, energy and sport drinks, teas, coffee, and water products. Companies partake
in syrup manufacturing, marketing, bottling operations, and distribution, with larger companies typically being more
vertically integrated into finished-product operations that bottle, sell, and distribute the finished products. The industry
is dominated by its largest companies, and these companies have global operations, generating a majority of revenue
outside the U.S.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Non-Alcoholic Beverages industry, the SASB has identified the following sustainability disclosure topics:

e Energy & Fleet Fuel Management e Product Labeling & Marketing
o \Water Management e Packaging Lifecycle Management
e Health & Nutrition e Environmental & Social Impacts of

Ingredient Supply Chains

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines _en
6 https://library.sasb.org/materiality bulletin/
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” '°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD |[NON-ALCOHOLIC BEVERAGES | 143


http://www.sasb.org/approach/conceptual-framework/
https://library.sasb.org/implementation-guide/
https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Report-062817.pdf
https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Report-062817.pdf

The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e  Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE
Volume of products sold Quantitative Millions of hectoliters ENO20+
FB0201-A
Number of production facilities Quantitative Number ENO204
FB0201-B
Total fleet road miles traveled Quantitative Miles ENO20+
FB0201-C

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 The AICPA’s Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE
E:Z;gy & Fleet Operational energy consumed, percentage grid Quantitative Gigajoules (GJ), ENG26+
. o
Management electricity, percentage renewable Percentage (%) FB0201-01
Gigajoules (GJ ENG26+
Fleet fuel consumed, percentage renewable Quantitative igajoules (GJ),
Percentage (%) FB0201-02
Water (1) Total water withdrawn and (2) total water Cubic meters NG04
Management consumed, percentage of each in regions with Quantitative (m3),
High or Extremely High Baseline Water Stress Percentage (%) EEOED G
D|scu.ssn.)n of water management rl_sks and Discussion CNO201
description of management strategies and and Analvsis n/a
practices to mitigate those risks ¥ DA
Heal’.clT & Revenue from (1) zero- and low-calorie, (2) no- ENG201
Nutrition added-sugar, and (3) artificially sweetened Quantitative U.S. Dollars ($)
beverages JEnprte
Description of the proc.ess to.|dent|fy and Discussion Jayhent!
manage products and ingredients of concern and Analvsis n/a
and emerging dietary preferences l JEIPEAEE
Product Nurmber(1) Percent of ehildtotal advertising
Il;:b::";?n& impressions made-percentage_on children and
arketing (2) percent thereof promoting products Quantitative Pl ENG261-67
meetingthat meet the Children’s Food and Percentage (%) TA08-20-01
Beverage Initiative (CFBAI) Uniform
NutritiorNutritional Criteria
Revenue from products labeled as (1) CNO201
containing genetically modified organisms Quantitative U.S. Dollars (S)
(GMOs) and (2) non-GMO JBipLt
Notices of V|o|a'f|ons received for n.on- - Nl Jayhent!
conformance with regulatory labeling and/or Quantitative e
marketing codes e BIEL S5
Amount of legal and regulatory fines and CND201
settlements associated with labeling and/or Quantitative U.S. Dollars (S)
marketing practices?® LALZL
P.ackaging (1) Total weight of packaging, (2) percentage
I';;Ifecycle . made from recycled or renewable materials, Quantitative Metric tons (t), ENG26+
anagemen and (3) percentage that is recyclable or Percentage (%) FB0201-11
compostable
enironmental mpectof seckaging throughout  DSSUsson ehezo
P P ging g and Analysis FB0201-12

its lifecycle

20 Note to €NO261FB0201-10—Disclosure shall include a description of fines and settlements and corrective actions implemented in
response to events.
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UNIT OF

TOPIC ACCOUNTING METRIC CATEGORY CODE

MEASURE

Environmental

Percentage of beverage ingredients sourced

Percentage (%) ENG264

& Social . . . . .
from regions with High or Extremely High Quantitative
Ll i Baseline Water Stress by spend (EP
Ingredient
Supply Chains Suppliers’ social and environmental
responsibility audit conformance: (1) major
non-conformance rate and associated . EN6204
. . . Quantitative Rate
corrective action rate and (2) minor non- FB0201-14
conformance rate and associated corrective
action rate
L .. . .
|.st of Prlorlty beve.rage. ingredients and Discussion & CNO201
discussion of sourcing risks due to . n/a
Analysis FB0201-15

environmental and social considerations

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD |[NON-ALCOHOLIC BEVERAGES | 148



Energy & Fleet Fuel Management

Description

Companies in the Non-Alcoholic Beverages industry rely on purchased electricity and fuel as critical inputs for
manufacturing and transporting finished products to consumers. Consumption of fossil fuels and electrical energy can
contribute to environmental impacts, including climate change and pollution. These impacts have the potential to
affect the value of companies in this industry, as greenhouse gas (GHG) emission regulations and new incentives for
energy efficiency and renewable energy could lead to increased price volatility for fossil fuels and conventional
electricity while making alternative sources cost-competitive. Companies that manage their overall energy use through
increased manufacturing and transportation efficiencies and use of alternative energy sources can increase profitability
by lowering expenses and reducing risk.

Accounting Metrics
€NO201FB0201-01. Operational energy consumed, percentage grid electricity, percentage renewable

.01 The registrant shall disclose energy consumption from all sources, excluding fleet vehicles, as an aggregate figure
in gigajoules or their multiples.

e The scope includes energy purchased from sources external to the organization or produced by the
organization itself (self-generated).

e The scope includes only energy consumed by entities owned or controlled by the organization.

e The scope includes energy from all sources including direct fuel usage, purchased electricity, and
heating, cooling, and steam energy.

e The scope of disclosure excludes fuel consumption by fleet vehicles.

.02 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.03 The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy
consumption.

.04 The registrant shall disclose renewable energy consumption as a percentage of its total energy consumption.

.05 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid
electricity.

e For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired
on behalf of the registrant in order for the registrant to claim them as renewable energy.
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e For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.

e The renewable portion of the electricity grid mix that is outside of the control or influence of the
registrant is excluded from disclosure.?’

e Renewable energy is defined as energy from sources that are replenished at a rate greater than or
equal to their rate of depletion, consistent with EPA definitions, such as geothermal, wind, solar,
hydro, and biomass.

.06 For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is limited to
the following:

e Energy from hydro sources that are certified by the Low Impact Hydropower Institute or that are
eligible for a state Renewable Portfolio Standard.

e Energy from biomass sources is limited to materials certified to a third-party standard (e.g., Forest
Stewardship Council, Sustainable Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered “eligible renewables” according to
the Green-e Energy National Standard Version 2.5 (2014), and materials that are eligible for a state
Renewable Portfolio Standard.

.07 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the
use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (for energy data including
electricity from solar or wind energy).

€NO0201FB0201-02. Fleet fuel consumed, percentage renewable

.08 The registrant shall disclose total fuel consumption by fleet vehicles as an aggregate figure in gigajoules or their
multiples.

e The scope includes fuel consumed by vehicles owned or operated by the registrant.
.09 Fuel consumption shall be based on actual fuel consumed (i.e., not based on design parameters).

.10 Acceptable methods for calculating fuel consumption include adding fuel purchases made during the year to
beginning inventory at the start of the year, less any fuel inventory at the end of the year, or tracking fuel
consumption by vehicle or through expense reports.

.11 The registrant shall disclose renewable fuel consumption as a percentage of its total fuel consumption.

e Renewable fuel is defined, consistent with the U.S. EPA's Renewable Fuel Standard (40 CFR Section
80.1401), as a fuel which meets the following requirements:

21 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid.
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Fuel that is produced from renewable biomass.

Fuel that is used to replace or reduce the quantity of fossil fuel present in a transportation fuel, heating

oil, or jet fuel.

Fuel that has lifecycle greenhouse gas (GHG) emissions that are at least 20 percent less than baseline
lifecycle GHG emissions, unless the fuel is exempt from this requirement pursuant to § 80.1403.

.12 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.13 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the

use of HHVs for fuel usage (including biofuels).
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Water Management

Description

Water management relates to a company’s direct water usage, the exposure of its operations to water-scarce regions,
and its management of wastewater. Companies in the Non-Alcoholic Beverages industry use a large amount of water
in their operations, as they combine water with raw ingredients to create finished products. Because non-alcoholic
beverage companies rely heavily on access to a large volume of clean water and water stress is increasing in different
regions globally, companies may be exposed to supply disruptions that could significantly impact operations and add
to costs. Companies operating in water-stressed regions that fail to address local water concerns may face further risk
of losing their social license to operate. Additionally, proper wastewater treatment is an important element of
managing water issues in operations, since bottling plants release large quantities of effluents. Improving water
management through increased efficiency, recycling, and proper disposal, particularly in regions with baseline water
stress, can lead to lower operating costs, reduced risks, and higher intangible asset value.

Accounting Metrics

€NO0201FB0201-03. (1) Total water withdrawn and (2) total water consumed, percentage of each in regions
with High or Extremely High Baseline Water Stress

.14 The registrant shall disclose the amount of water (in thousands of cubic meters) that was withdrawn from all

sources, where:

e  Water sources include surface water (including water from wetlands, rivers, lakes, and oceans),
groundwater, rainwater collected directly and stored by the registrant, wastewater obtained from
other entities, municipal water supplies, or supply from other water utilities.

.15 The registrant may choose to disclose the portion of its supply by source if, for example, significant portions of
withdrawals are from non-freshwater sources, where:

e  Fresh water may be defined according to the local statutes and regulations where the registrant
operates. Where there is no regulatory definition, fresh water shall be considered to be water that has
a solids (TDS) concentration of less than 1000 mg/I per the Water Quality Association definition.

e \Water obtained from a water utility in compliance with U.S. National Primary Drinking Water
Regulations can be assumed to meet the definition of fresh water.

.16 The registrant shall disclose the amount of water (in thousands of cubic meters) that was consumed in its

operations, where water consumption is defined as:
e Water that evaporates during withdrawal, usage, and discharge;
e  Water that is directly or indirectly incorporated into the registrant’s product or service; and

e Water that does not otherwise return to the same catchment area from which it was withdrawn, such
as water returned to another catchment area or the sea.
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.17 The registrant shall analyze all of its operations for water risks and identify activities that withdraw and consume
water in locations with High (40-80%) or Extremely High (>80%) Baseline Water Stress as classified by the
World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly accessible online here).

.18 The registrant shall disclose its water withdrawn in locations with High or Extremely High Baseline Water Stress
as a percentage of the total water withdrawn.

.19 The registrant shall disclose its water consumed in locations with High or Extremely High Baseline Water Stress as
a percentage of the total water consumed.

€NO0201FB0201-04. Discussion of water management risks and description of management strategies and
practices to mitigate those risks

.20 The registrant shall discuss how it manages risks associated with water withdrawals, water consumption, and
discharge of water to the environment.

.21 The registrant shall discuss, if applicable, risks to the availability of adequate, clean water resources.
e Relevant context to provide includes, but is not limited to:

= Environmental constraints, such as how risks vary by withdrawal sources (e.g., wetlands, rivers, lakes,
oceans, groundwater, rainwater, municipal water supplies, or water utilities), operations in water-
stressed regions, drought, interannual or seasonal variability, or risks due to the impact of climate
change.

= External constraints, such as changes in water costs, stakeholder perceptions and concerns related to
water withdrawals (such as those from local communities, non-governmental organizations, and
regulatory agencies), direct competition with and impact from the actions of other users (commercial
and municipal), restrictions from regulation, or constraints on the registrant’s ability to obtain and retain
water rights or permits.

= How risks may vary by discharges to different destinations, including wetlands, rivers, lakes, oceans,

groundwater, rainwater, municipal water supplies, or other water utilities.
.22 The registrant shall discuss, if applicable, risks associated with the discharge of wastewater.
e Relevant context to provide includes, but is not limited to:

= Environmental constraints, such as how risks vary by discharge destination (i.e., wetlands, rivers, lakes,
oceans, or water utilities), the ability to maintain compliance with regulations focused on the quality of
effluent discharged to the environment, and the ability to eliminate existing and emerging pollutants of

concern.

= External constraints, including increased liability, reputational damage, restrictions from regulation,
stakeholder perceptions and concerns related to water discharges (such as those from local
communities, non-governmental organizations, and regulatory agencies), or constraints on the
registrant’s ability to obtain discharge rights or permits.
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= How risks may vary by discharges to sources, including wetlands, rivers, lakes, oceans, ground water,
rainwater, and municipal water supplies or supply form other water utilities.

.23 The registrant should include a discussion of the potential implications that these risks may have on its
operations and the timeline over which such risks are expected to manifest.

.24 The registrant shall provide a description of its short-term and long-term strategy or plan to manage these risks,
including the following, where relevant:

e Any water management targets it has set, and an analysis of performance against those targets.

= Water management targets can include water management goals that the registrant sees as a priority
to manage its risks and opportunities associated with water withdrawal, consumption, or discharge.

= Targets can include, but are not limited to, those associated with reducing water withdrawals, reducing
water consumption, reducing water discharges, and improving the quality of wastewater discharges.

e The scope of its strategy, plans, or targets, such as whether they pertain differently to different
business units, geographies, or water-consuming operational processes.

e The activities and investments required to achieve the plans and targets, and any risks or limiting
factors that might affect achievement of the plans and/or targets.

.25 For water management targets, the registrant shall additionally disclose:
e The percentage reduction from the base year;

= The base year is the first year against which water management targets are evaluated towards the
achievement of the target.

e Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target;

e The timelines for the water management activities, including the start year, the target year, and the
base year. Disclosure shall be limited to activities that were ongoing (active) or reached completion
during the fiscal year; and

e  The mechanism(s) for achieving the target, including:
= Efficiency efforts, such as recycling and closed-loop systems
= Use of water-saving equipment
=  Product innovations such as redesigning a product to include less water within it

= Process innovations, including using less water in the manufacturing of a product
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= Use of tools and technologies (e.g., the World Wildlife Fund Water Risk Filter, WRI/WBCSD Global
Water Tool, and Water Footprint Network Footprint Assessment Tool) to analyze water use, risk, and
opportunities

= Collaborations or programs in place with the community or other organizations

.26 Disclosure of strategies, plans, and targets shall be limited to activities that were ongoing (active) or reached
completion during the fiscal year.

.27 The registrant shall discuss if its water management practices result in any additional lifecycle impacts or
tradeoffs in its organization, including tradeoffs in land use, energy consumption, and greenhouse gas (GHG)
emissions, and why the registrant chose these practices despite lifecycle tradeoffs.

Additional Resources

GRI-Global Reporting Initiative (GRI G4)

CDP 2015 Water Questionnaire

CEO Water Mandate

Global Water Footprint Assessment Standard

Ceres Aqua Gauge Framework
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Health & Nutrition

Description

The Health & Nutrition issue relates to key nutritional and health concerns such as obesity, ingredient safety,
nutritional content, and acute health impacts resulting from the consumption of non-alcoholic beverages. Beverage
manufacturers recognize the risk of consumers’ evolving preferences and increased awareness of product health
consequences. Studies indicate that consuming high-calorie sugar-sweetened beverages can have adverse health
consequences including higher levels of cholesterol, increased risk for heart disease, and obesity. Findings such as
these can alter consumer perceptions of the industry’s products, leading to long-term shifts in purchasing decisions.
Furthermore, efforts to reduce obesity, in the form of new regulations or taxes on sugar-sweetened beverages, have
the ability to influence industry profitability and future demand. The potential adverse health effects of other specific
ingredients pose additional concerns, and companies may face related lawsuits. Opportunities exist in new segments
of the beverage market that address consumers’ demand for improved nutritional value. Companies that address the
increasingly important issue of product nutritional value and health impacts by offering healthier alternatives and
ensuring product safety can capture additional market share and limit their exposure to regulation and litigation.

Accounting Metrics

€NO0201FB0201-05. Revenue from (1) zero- and low-calorie, (2) no-added-sugar, and (3) artificially
sweetened beverages

.28 The registrant shall disclose the total revenue (in U.S. dollars) received from the sale of its (1) zero- and low-
calorie (2) no-sugar-added (3) artificially sweetened beverage products, where:

e Zero-calorie beverages are defined as those containing less than five calories per reference amount
customarily consumed and per labeled serving according to the requirements of 21 CFR Section
101.60, “Nutrient content claims for the calorie content of foods.”

= According to the requirements of 21 CFR section 101.60, zero-calorie may also be referred to as

"calorie free," "free of calories," "no calories," "zero calories," "without calories," "trivial source of

calories," "negligible source of calories," or "dietarily insignificant source of calories."

e Low-calorie beverages are defined as those containing less than 40 calories per reference amount
customarily consumed and per labeled serving, according to the requirements of 21 CFR Section
101.60.

e Beverages with no added sugars are defined as those in which no amount of sugars or any other
ingredient that contains sugars and that functionally substitutes for added sugars is added during
processing or packaging, according to the requirements of 21 CFR Section 101.60.

=  For purpose of this disclosure, artificially sweetened and zero- and low-calorie beverages shall be
excluded from the scope of beverages with no added sugars.
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e Artificially sweetened beverages are defined, consistent with the U.S. National Library of Medicine's
definition, as those that contain chemically processed substances that are used in place of sweeteners
with sugar or sugar alcohol.

= Artificial sweeteners include aspartame, sucralose, saccharin, neotame, acesulfame potassium, and
advantame.

.29 If the registrant receives revenue from artificially sweetened beverages that are not classified as zero- or low-
calorie, then it should separately disclose this portion of its revenue.

.30 The registrant may choose to separately disclose revenues from zero- and low-calorie beverages that do not
contain artificial sweeteners (e.g., water, tea, coffee, etc.).

€NO0201FB0201-06. Description of the process to identify and manage products and ingredients of concern
and emerging dietary preferences

.31 The registrant shall discuss its process to identify and manage products and ingredients of consumer, academic,
activist, regulatory, or other concern, including, but not limited to, the use of additives and portion sizes.

.32 The registrant shall discuss efforts to identify concerns, the products related to those concerns, and resulting
risks associated with the use of artificial colors, flavors, sweeteners, preservatives, and other ingredients or
additives as described by the FDA, available here.

e Relevant efforts to discuss include, but are not limited to, risk assessments, participation in long-term
health studies, completion of toxicological screens, procedures for receiving and reviewing consumer
concerns, labeling of novel food items, and phasing out, substituting, or using alternative materials for
ingredients of concern.

e The scope of disclosure shall focus on ingredients, additives, and novel beverages, but should include
potential synergistic effects of ingredients or products, such as those associated with the use of
caffeine and other stimulants, as relevant.

.33 The registrant shall describe how the concerns identified are managed and the risks communicated.

e The registrant may choose to discuss implementation of relevant beverage ingredient and additive
standards, such as those under the CODEX Alimentarius International Food Standards of the Food and
Agriculture Organization (FAO) and the World Health Organization (WHO) (available here) as a strategy
to manage ingredients and products of concern.

.34 The registrant shall discuss the use of portion control, efforts taken to improve the nutritional content of its
products, and/or other measures taken to address consumer concerns, trends, or preferences.

e The registrant may choose to discuss whether strategies are related to or associated with a formal
health and nutrition initiative or strategy (e.g., WHO Global Strategy on Diet, Physical Activity and
Health, Healthy Weight Commitment Foundation, or the Alliance for a Healthier Generation), including
regional, national, international, or industry-specific programs.
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.35 The registrant shall discuss any significant complaints, such as those resulting in lawsuits or relating to products
and/or ingredients of consumer concern and any efforts to mitigate the related future risks.
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Product Labeling & Marketing

Description

In their advertising and marketing practices, companies in the Non-Alcoholic Beverages industry routinely make claims
related to the health benefits of specific ingredients and products, which may at times be misleading or untruthful.
The trend toward promoting health benefits is likely to increase as the market for healthier beverages continues to
expand. These claims can result in litigation or regulatory action that may impact operations and company
reputations. Companies in the industry are also subject to criticism and regulation surrounding marketing to children,
especially in the U.S., where childhood obesity is rapidly increasing. In response to these concerns, companies have
launched new initiatives to voluntarily monitor and control advertising toward children. Additionally, new laws and
regulations surrounding the use and labeling of genetically modified organisms (GMOs) may play an increasing role in
the industry, as some of the ingredients used in non-alcoholic beverages may be genetically modified. Although the
health and environmental impacts of GMOs remain the topic of debate and scientific inquiry, the issue can still
influence consumers’ purchasing decisions and create pressure on governments to introduce related laws. Failure to
manage marketing and labeling can lead to impacts on brand value, reduced market share, and increased expenses
and liabilities.

Accounting Metrics

€N0201-07-TA08-20-01. Number (1) Percent of ehildtotal advertising impressions made;pereentage- on
children and (2) percent thereof promoting products meetingthat meet the Children’s Food and Beverage
Initiative (CFBAI) Uniform NutritionNutritional Criteria

.36 The registrant shall disclose the tetalrumberpercentage of total advertising impressions made on children,

regardless of whether the advertising is directed toward children, where:

e The percentage is calculated as the total number of advertising impressions made on children divided

by the total number of advertising impressions made.

e An advertising impression is a measure of the number of times an advertisement is seen, heard,

watched, or read.

e The scope includes advertising impressions made through media such as television, radio, print,
Internet, interactive games (including advergames), tablets, smartphones, video games, computer
games, DVDs, and word of mouth, consistent with the scope of media-previded-by-the-CFBAI
commitments and reporting requirements.

e Children are defined as age 12 and under, consistent with the Children’s Food and Beverage Initiative
(CFBAI) definition.

.37 The registrant shall disclose the percentage of advertising impressions made on children that promote beverage
products that meet the CFBAI Uniform Nutritional Criteria, regardless of whether such impressions were made
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during programs with child audiences of less than 35 percent (i.e., the CFBAI's threshold for child-directed
programming).

.38 The percentage is calculated as the total number of child advertising impressions promoting products that meet
the CFBAI Uniform Nutritional Criteria divided by the total number of child advertising impressions made.

.39 The registrant shall disclose the estimation methods used to calculate the number of advertising impressions
made on children, including its method for collecting such data, where reasonable estimation methods include,
but are not limited to:

e  @Gross rating points and target ratios to determine impressions in television, radio, and print advertising.

e Average visits per month, average page visits per month, and targeted index by age for company-
owned websites.

e Total number of ads viewed and child audience share on third-party websites, advergames, tablets,
smartphones, video games, and computer games.

€NO0201FB0201-08. Revenue from products labeled as (1) containing genetically modified organisms
(GMOs) and (2) non-GMO

40 The registrant shall disclose its revenue (in U.S. dollars) from products that are labeled as (1) containing
genetically modified organisms (GMOs) and (2) free of GMO, where:

e GMOs are defined as organisms, with the exception of human beings, in which the genetic material
has been altered in a way that does not occur naturally by mating and/or natural recombination,
consistent with E.U. Directive 2001/18/EC.

41 The scope of disclosure includes all of the products sold in markets that the registrant operates in.

42 The registrant should disclose the percentage of its product portfolio labeled as (1) containing GMOs and (2)
non-GMO, including those products it voluntarily labels as well as those labeled for sale in markets subject to
GMO labeling regulation, including, but not limited to:

e E.U. Directive 2001/18/EC;

e Regulation EC 1829/2003;

e Maine HP 0490 LD 718;

e VermontH. 112 Act 0120;

e Connecticut House Bill 6527; or

e Other U.S. state or federal regulation, as enacted.
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€NO0201FB0201-09. Notices of violations received for non-conformance with regulatory labeling and/or
marketing codes

.43 The registrant shall disclose the number of notices received that substantiate a violation of labeling- and/or
marketing-related regulatory code(s), statute(s), or other requirement(s).

e Alabeling- and/or marketing-related non-conformance, consistent with the United States Fair
Packaging and Labeling Act (Title 15, Chapter 39) and the FTC Act (Title 15 Chapter 2), includes
products with labels that are misbranded or use deceptive acts of advertising.

¢ Incidences include, but are not limited, to the FDA's Untitled Letters, Warning Letters, or foreign
equivalents and the FTC's cease-and-desist orders, civil penalties, corrective advertising remedies, or
foreign equivalents.

e A database of Warning Letters is available here, and Untitled Letters are available here.

.44 The scope of disclosure includes non-conformances that are subject to regulations including, but not limited to,
the following:

The Federal Food and Drugs Act of 1906 (Title 21, Chapter 1)

The Federal Food, Drug, and Cosmetic Act (Title 21, Chapter 9)

The Fair Packaging and Labeling Act (Title 15, Chapter 39)

The Federal Trade Commission Act (Title 15, Chapter 2)

Other U.S. state or federal and foreign regulations, as enacted

45 The registrant may disclose any other non-conformances with third-party, industry, or internal codes for labeling
and/or marketing, including, but not limited to:

e Non-conformances reported by the Children’s Advertising Review Unit (CARU) (available here).

e Non-conformances reported by the Advertising Self-Regulatory Council (ASRC) (available here)

€NO201FB0201-10. Amount of legal and regulatory fines and settlements associated with labeling and/or
marketing practices

46 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with labeling
and/or marketing practices, such as those related to enforcement of U.S. laws and regulations on nutrient
content claims, health claims, other unfair or deceptive claims, and/or misbranded labeling, including violations
of the Federal Food and Drugs Act of 1906 and the Nutrition Labeling and Education Act of 1990, among
others.

.47 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).
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Note to €NG261FB0201-10
.48 The registrant shall briefly describe the nature (e.g., quilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., nutrient content claims, health claims, misbranded labeling, etc.) of fines and

settlements.

.49 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in practices, management, codes, products, or training.
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Packaging Lifecycle Management

Description

Packaging materials represent a significant cost to companies in the Non-Alcoholic Beverages industry. Although
many non-alcoholic beverage companies do not manufacture their own bottles and packaging, they face the
reputational risks associated with the negative externalities that their products’ containers can create over their
lifecycle. Companies are also directly impacted by legislation regarding end-of-life management of beverage
containers. Non-Alcoholic beverage companies therefore have an incentive to work with packaging manufacturers to
improve the environmental characteristics of their products. In the design phase, materials choice can help drive
consumer demand, reduce environmental impacts, and mitigate risks associated with end-of-life regulations.
Furthermore, efforts to reduce the amount of materials used in packaging can reduce transportation costs, exposure
to supply and price volatility of key materials, and the amount of virgin materials extracted. In the end-of-life phase,
take-back and recycling programs and partnerships can pre-empt regulation, help achieve cost savings, and reduce
environmental impact. Companies that effectively manage this issue can improve profitability and reduce cost of
capital.

Accounting Metrics

€NO201FB0201-11. (1) Total weight of packaging, (2) percentage made from recycled or renewable
materials, and (3) percentage that is recyclable or compostable

.50 The registrant shall disclose the total weight of packaging purchased by the registrant, in metric tons, where:

e Packaging includes any material containing the registrant’s product or otherwise accompanying the
product, as well as secondary materials used by the registrant for shipping and distribution of products.
This includes:

=  Primary packaging that is designed to come into direct contact with the product; and

= Secondary packaging that is designed to contain one or more primary packages together with any
protective materials, where required.

=  The scope excludes tertiary packaging that is designed to contain one or more articles or packages, or
bulk material, for the purposes of transport, handling and/or distribution. Tertiary packaging is also
known as “distribution” or “transport” packaging

.51 The registrant shall disclose the percentage of packaging (by weight) made from recycled and/or renewable
materials.

e Recycled content is defined, consistent with definitions in ISO 14021:1999, “Environmental labels and
declarations—Self-declared environmental claims (Type Il environmental labelling),” as the portion, by
mass, of recycled or recovered material in a product or packaging, where only pre-consumer and post-
consumer materials shall be considered as recycled content, and where:

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD |[NON-ALCOHOLIC BEVERAGES | 163



Recycled material is defined as material that has been reprocessed from recovered (or reclaimed)
material by means of a manufacturing process and made into a final product or a component for
incorporation into a product.

Recovered material is defined as material that would have otherwise been disposed of as waste or used
for energy recovery, but has instead been collected and recovered (or reclaimed) as a material input, in
lieu of new primary material, for a recycling or manufacturing process.

Pre-consumer material is defined as material that has been diverted from the waste stream during a
manufacturing process. Excluded is reutilization of materials such as rework, regrind, or scrap that are
generated in a process and are capable of being reclaimed within the same process that generated
them.

Post-consumer material is defined as material generated by households or by commercial, industrial,
and institutional facilities in their role as end-users of the product that can no longer be used for its
intended purpose. This includes returns of material from the distribution chain.

e Renewable resources are defined, consistent with the Global Protocol on Packaging Sustainability 2.0,
as resources that are composed of biomass from a living source and are replenished at a rate equal to

or greater than the rate of depletion, where:

Biomass is defined as a material of biological origin, excluding materials embedded in geological
formations or transformed to fossilized material and excluding peat. This includes organic material (both
living and dead) from above and below ground, such as trees, crops, grasses, tree litter, algae, animals,
and waste of biological origin (e.g., manure), consistent with the Global Protocol on Packaging

Sustainability 2.0.

.52 The percentage is calculated as the total weight of packaging made from recycled and/or renewable materials

divided by the total weight of all packaging used by the registrant.

e For packaging materials that contain both recycled and virgin parts, or which are made from both

renewable and nonrenewable resources, the registrant shall classify a portion of the material as

recycled or renewable based on an estimate of the weight of each portion.

.53 The registrant shall disclose the percentage of packaging (by weight) that is recyclable and/or compostable,

where:

e  For purpose of this disclosure, recyclable material includes those materials that are reusable, where:

© SASB 2017 ™

“Recyclable” is defined as a product or packaging that can be diverted from the waste stream through
available processes and programs and can be collected, processed, and returned to use in the form of
raw materials or products, consistent with definitions in ISO 14021:1999, “Environmental labels and
declarations—Self-declared environmental claims (Type Il environmental labelling).”

“Reusable” is defined as a product or packaging that has been conceived and designed to accomplish,
within its lifecycle, a certain number of trips, rotations, or uses for the same purpose for which it was
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conceived, consistent with definitions in ISO 14021:1999, “Environmental labels and declarations—Self-
declared environmental claims (Type Il environmental labelling).”

= “Compostable” is defined as that which undergoes degradation by biological processes during
composting to yield CO», water, inorganic compounds, and biomass at a rate consistent with other
known compostable materials and that leaves no visible, distinguishable, or toxic residue. Compostable
plastics are further defined by ASTM Standard D6400, 2004, “Standard Specification for Compostable
Plastics.”

.54 The percentage is calculated as the total weight of recyclable and/or compostable packaging divided by the total
weight of all packaging.

.55 The registrant should disclose (1) the total weight of packaging sourced, (2) the percentage made from recycled
or renewable materials, and (3) the percentage that is recyclable or compostable for each major packaging
substrate (e.g., wood fiber, glass, metal, and petroleum-based).

€NO0201FB0201-12. Description of strategies to reduce the environmental impact of packaging throughout
its lifecycle

.56 The registrant shall discuss its strategies to reduce the environmental impact of packaging throughout its
lifecycle, such as reducing packaging weight and volume for a given application or using alternative materials,
including those that are recycled, recyclable, reusable, and/or compostable.

.57 The registrant shall discuss the circumstances surrounding its use of recycled and renewable packaging,
including, but not limited to, discussions of supply availability, consumer preferences, and packaging durability
requirements.

.58 The registrant shall discuss the circumstances surrounding its use of packaging that is recyclable and
compostable, including, but not limited to, discussions of regulations, packaging end-of-life commitments,
consumer demand, and packaging durability.

.59 Relevant disclosure may include, but is not limited to, discussion of the following:

e Implementation of EN 13428 or ISO 18602, which include criteria for minimization of packaging
weight and optimization to the amount needed for safety, hygiene, and consumer acceptance of the
packed product.

e Implementation of EN 13430 or ISO 18604, which include criteria for recyclable packaging.

e Implementation of EN 13432, 1ISO14855-1:2005, ASTM D6400, or ASTM D6868, which include criteria
for packaging recoverable through biodegradation and composting.

e Implementation of ISO 14021, which includes criteria for renewable and recycled material content
claims.

e  Performance on the Global Protocol on Packaging Sustainability 2.0 metrics for Packaging Weight and

Optimization and/or Assessment and Minimization of Substances Hazardous to the Environment.
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.60 The registrant should, where relevant, discuss any packaging-related targets and performance against those
targets. Examples of such targets include, but are not limited to:

e Reduction in packaging footprints
e Reduction in packaging weight either in total or on a per-unit basis
e Increasing recycled, recyclable, reusable, renewable, and/or compostable content

.61 The registrant may choose to discuss its use of Life Cycle Assessment (LCA) analysis in the context of its
approach to environmental impact reduction and maximization of product efficiency, including weight reduction
and transportation efficiency.

e When discussing improvements to the environmental efficiency of packaging products, improvements
should be discussed in terms of LCA functional unit service parameters (i.e., time, extent, and quality of
function).

Additional References

EPA Waste Hierarchy

Summary of the EPA Municipal Solid Waste Program
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Environmental & Social Impacts of Ingredient Supply Chains

Description

Environmental and social impacts can occur within non-alcoholic beverage companies’ ingredient supply chains.
Companies rely on numerous ingredients that are highly susceptible to price volatility, largely due to environmental
factors such as shifting weather patterns, droughts, and crop disease. As the impacts of climate change and water
scarcity continue to increase in frequency and severity, the price and availability of these key ingredients are likely to
become increasingly unstable. Furthermore, the environmental impacts caused by supplying these ingredients,
including pollution, soil erosion, and deforestation, are likely to lead to additional price volatility. The potential for
supply shortages or disruptions due to social considerations, including labor violations, child labor, fair wages, and
food shortages, present further risk to a company’s long-term ability to source key materials and ingredients.
Companies that proactively implement programs to address these risks through active management, measurement,
and engagement with key suppliers and farmers can build more resilient supply chains. These companies could limit
the price volatility of key ingredients and increase their availability while improving brand reputation, leading to
increased market share and reduced costs.

Accounting Metrics

€NO0201FB0201-13. Percentage of beverage ingredients sourced from regions with High or Extremely High
Baseline Water Stress

.62 The registrant shall disclose the percentage, by value in U.S. dollars, of beverage ingredients sourced from
regions with High or Extremely High Baseline Water Stress.

e The scope of disclosure excludes water that is withdrawn at company-owned or -operated facilities
.63 The scope of disclosure includes the registrant’s tier-1 suppliers, where:
e Tier-1 suppliers are defined as suppliers that transact directly with the registrant for food ingredients.

.64 The percentage is calculated as the total cost, in U.S. dollars, of beverage ingredients sourced from regions with
High or Extremely High Baseline Water Stress divided by the total cost of beverage ingredients sourced.

.65 Using the WRI Water Risk Atlas tool, Aqueduct (publicly available online here), the registrant shall analyze all of
its known sources for water risks and identify sources that are in a location with High (40-80%) or Extremely
High (>80%) Baseline Water Stress.

.66 The scope of disclosure includes all tier-1 suppliers. Should the registrant be unable to identify or collect data
pertaining to all tier-1 suppliers, the registrant shall disclose the percentage of ingredients for which source
region and water risks are unknown.
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€NO0201FB0201-14. Suppliers’ social and environmental responsibility audit conformance: (1) major non-
conformance rate and associated corrective action rate and (2) minor non-conformance rate and associated
corrective action rate

.67 The registrant shall disclose its suppliers’ conformance with external social and environmental audit standards or
internally developed supplier code(s) of conduct, based on the number of non-conformances identified.

e The registrant may limit its disclosure to those suppliers that, in aggregate, account for 80 percent or
more of its supplier sourcing that is directly related to manufacturing.

.68 The registrant shall calculate and disclose the major non-conformance rate as the total number of priority non-
conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by
auditors. Major non-conformances confirm the presence of underage child workers (below the legal
age for work or apprenticeship), forced labor, health and safety issues that can cause immediate
danger to life or serious injury, and environmental practices that can cause serious and immediate
harm to the community. Major non-conformance includes material breach or systemic breaking of
code requirement or law. Issues representing an immediate danger must be corrected as soon as
practical, but not longer than 90 days after discovery.

e Major non-conformances may also be referred to as critical or priority non-conformances.

.69 The registrant shall calculate and disclose the minor non-conformance rate as the total number of minor non-
conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance by itself doesn’t indicate a systemic problem with the management system.
It is typically an isolated or random incident and represents a low risk to workers and the environment.

.70 The registrant shall calculate and disclose its corrective action rate for major non-conformances as the number of
corrective action plans completed within 60 days to address major non-conformances divided by the total
number of major non-conformances that have been identified.

.71 The registrant shall calculate and disclose its corrective action rate for minor non-conformances as the number of
corrective action plans completed within 90 days to address minor non-conformances divided by the total
number of minor non-conformances that have been identified.

.72 A corrective action is defined as the implementation of practices or systems to eliminate any non-conformance
and ensure there will be no reoccurrence of the non-conformance, and verification that the corrective action has
taken place.

.73 The registrant shall disclose the standards to which it has measured social and environmental responsibility audit
compliance.

e Forinternally developed supplier code(s) of conduct, the registrant shall disclose the public location
where such code(s) can be viewed.
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€NO201FB0201-15. List of priority beverage ingredients and discussion of sourcing risks due to
environmental and social considerations

.74 The registrant shall identify any beverage ingredients that are a priority to the registrant’s business, where:

e  Priority beverage ingredients are defined as the five ingredients that constitute the largest beverage
ingredient expense (excluding water) and/or those ingredients that have otherwise been identified by
the registrant as essential to its products or as having significant environmental or social risks.

.75 The registrant shall discuss its strategic approach to managing the environmental and social risks that arise from

its priority beverage ingredients, where:

e  Environmental risks include, but are not limited to, effects of drought and climate change on
ingredient prices, reputational damage due to deforestation, and other risks resulting from the
environmental impacts associated with the registrant’s supply chain.

e Social risks include, but are not limited to, effects of workers’ rights on productivity, reputational
damage due to human rights issues, and other risks resulting from the social impacts associated with

the registrant’s supply chain.

e The scope of disclosure should focus on beverage ingredients that are sourced from directly contracted
growers or through producer supply agreements, or that are procured through other means.

.76 The registrant should identify which beverage ingredients present risks to its operations, the risks that are
represented, and the strategies the registrant uses to mitigate such risks.

.77 For environmental risks, relevant strategies to discuss include the diversification of suppliers, supplier training
programs on environmental best management practices, expenditures on R&D for alternative and substitute
crops, and audits or certifications of suppliers’ environmental practices.

.78 For social risks, relevant strategies to discuss include supplier training programs on agrochemical application,
engagement with suppliers on labor and human rights issues, and maintenance of a supply chain code of

conduct.
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About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).
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STANDARDS BOARD

1045 Sansome Street, Suite 450
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The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | ALCOHOLICBEVERAGES | 171


https://www.sasb.org/public-comment
http://www.sasb.org/
http://www.sasb.org/
mailto:info@sasb.org

Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Alcoholic Beverages
industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by

Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395. “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Alcoholic Beverages industry includes companies that brew, distill, and manufacture various alcoholic beverages,
including beer, wine, and liquor. Companies in this industry transform agricultural products, including sugar, barley,
and corn, into finished alcoholic beverages. The largest companies have global operations, with portfolios of
numerous branded products. A majority of industry revenue is generated outside of the U.S., and many of the
industry’s largest companies are headquartered in foreign countries. Levels of vertical integration within the industry
vary due to regulation in different markets. Breweries generally have multiple manufacturing facilities to provide
access to different markets, while vintners and distillers are typically located where they have a history of production.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Alcoholic Beverages industry, the SASB has identified the following sustainability disclosure topics:

e Energy Management e Packaging Lifecycle Management

e Water Management e Environmental & Social Impacts of

[ dient Supply Chai
e Responsible Drinking & Marketing naredient SUpply t-hains

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines en

6 https://library.sasb.org/materiality bulletin/
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” '°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality_bulletin/

° https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | ALCOHOLICBEVERAGES | 174


https://library.sasb.org/materiality_bulletin/
https://library.sasb.org/implementation-guide
http://www.sec.gov/rules/other/33-8056.htm
http://www.sec.gov/rules/other/33-8056.htm
http://www.sec.gov/rules/other/33-8056.htm

e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. '? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'®

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF

ACTIVITY METRIC CATEGORY MEASURE CODE

ENO20+
Volume of products sold Quantitative Millions of hectoliters

FB0202-A

ENO204
Number of production facilities Quantitative Number

FB0202-B

ENO20+
Total fleet road miles traveled Quantitative Miles

FB0202-C

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.

'8 Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
19 The AICPA’s Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE
Energy . . ENO2G2
Total energy consumed, percentage grid . Gigajoules (GJ),
M t . . titat
anagemen electricity, percentage renewable Quantitative Percentage (%) FB0202-01
Water (1) Total water withdrawn and (2) total water Cubic meters ENG202
BB consumed, percentage of each in regions with Quantitative (m3),
High or Extremely High Baseline Water Stress Percentage (%) BRI
Dlscu:ssu_)n of water management rl_sks and Discussion CNO202
description of management strategies and and Analvsis n/a
practices to mitigate those risks ¥ LA
Re.spkc?nsible NumberPercentage of advertising impressions- \ ENG202-04
II\)IIr::k::ign& pereentage made on individuals above the legal Quantitative Percent’a e (%)
6 drinking age S e S
Notices of violations received for non- €ND202 05
conformance with industry ardor regulatory Quantitative Number
marketing and/or labeling codes?° ER0E=22 O
Amount of legal and regulatory fines and CNO202
settlements associated with labeling and/or Quantitative U.S. Dollars (S)
marketing practices?! HHLALRS
Description of efforts to promote responsible Discussion e ENG262
consumption of alcohol and Analysis FB0202-07
Packaging (1) Total weight of packaging, (2) percentage
II;;lfecycIe . made from recycled or renewable materials, Quantitative Metric tons (t), ENG262
anagemen and (3) percentage that is recyclable or Percentage (%) FB0202-08
compostable
Des_cription of s_trategies to redu_ce the Discussion €ND202
environmental impact of packaging throughout and Analvsis n/a
its lifecycle ¥ ENRLAE
Environmental ; ;

S Percenta_ge of k?ever.age ingredients soyrced o Percentage (%) €ND202
Impacts of from regions with High or Extremely High Quantitative P R
pact Baseline Water Stress e

Ingredient
Supply Chains Suppliers’ social and environmental
responsibility audit conformance: (1) major
non-conformance rate and associated . ENG262
. . . Quantitative Rate
corrective action rate and (2) minor non- FB0202-11
conformance rate and associated corrective
action rate
Li.st of priority beve_ragg ingredients and Discussion & CND202
discussion of sourcing risks due to . n/a
Analysis FB0202-12

environmental and social considerations

20 Note to €ENO202-05—DbisclosureTA08-22-01—The registrant shall inetude-diseussion-efdiscuss notices of violation that resulted in an
enforcement actionés)exehidingfinesand-settlementsasdiselosedr-ENO202-06-

21 Note to €NO262FB0202-06—Disclosure shall include a description of fines and settlements and corrective actions implemented in
response to events:
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Energy Management

Description

Companies in the Alcoholic Beverages industry rely on both purchased electricity and fuel as critical inputs for value
creation. Fossil fuel and electrical energy consumption can contribute to environmental impacts, including climate
change and pollution. These impacts have the potential to affect the value of companies in this industry as regulations
of greenhouse gas (GHG) emissions and new incentives for energy efficiency and renewable energy could lead to
increased price volatility for fossil fuels and conventional electricity while making alternative sources cost-competitive.
Companies that manage their overall energy use through increased efficiency and use of alternative energy sources
can increase profitability by lowering expenses and reducing risk.

Accounting Metrics
€NO0202FB0202-01. Total energy consumed, percentage grid electricity, percentage renewable

.01 The registrant shall disclose total energy consumption from all sources as an aggregate figure in gigajoules or
their multiples.

e The scope includes energy purchased from sources external to the organization or produced by the
organization itself (self-generated).

e The scope includes only energy consumed by entities owned or controlled by the organization.

e The scope includes energy from all sources including direct fuel usage, purchased electricity, and
heating, cooling, and steam energy.

.02 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.03 The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy
consumption.

.04 The registrant shall disclose renewable energy consumption as a percentage of its total energy consumption.

.05 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid
electricity.

e For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired
on behalf of the registrant in order for the registrant to claim them as renewable energy.

e For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.
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e The renewable portion of the electricity grid mix that is outside of the control or influence of the
registrant is excluded from disclosure.??

e Renewable energy is defined as energy from sources that are replenished at a rate greater than or
equal to their rate of depletion, consistent with EPA definitions, such as geothermal, wind, solar,
hydro, and biomass.

.06 For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is limited to
the following:

e Energy from hydro sources that are certified by the Low Impact Hydropower Institute or that are
eligible for a state Renewable Portfolio Standard.

e Energy from biomass sources is limited to materials certified to a third-party standard (e.g., Forest
Stewardship Council, Sustainable Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered “eligible renewables” according to
the Green-e Energy National Standard Version 2.5 (2014), and materials that are eligible for a state
Renewable Portfolio Standard.

.07 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the
use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (for energy data including
electricity from solar or wind energy).

22 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid.
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Water Management

Description

Water management relates to a company’s direct water usage and the exposure of its operations to water-scarce
regions. Companies in the Alcoholic Beverages industry use a large amount of water in their operations, as they
combine water with raw ingredients to create finished alcoholic products. Because alcoholic beverage companies rely
heavily on access to a large volume of clean water and water stress is increasing in different regions globally,
companies may be exposed to supply disruptions that could significantly impact operations and add to costs.
Companies operating in water-stressed regions that fail to address local water concerns may face further risk of losing
their social license to operate. Improving water management through increased efficiency and recycling, particularly in
regions with baseline water stress, can lead to lower operating costs, reduced risk, and higher intangible asset value.

Accounting Metrics

€NO0202FB0202-02. (1) Total water withdrawn and (2) total water consumed, percentage of each in regions
with High or Extremely High Baseline Water Stress

.08 The registrant shall disclose the amount of water (in thousands of cubic meters) that was withdrawn from all

sources, where:

e Water sources include surface water (including water from wetlands, rivers, lakes, and oceans),
groundwater, rainwater collected directly and stored by the registrant, wastewater obtained from
other entities, municipal water supplies, or supply from other water utilities.

.09 The registrant may choose to disclose the portion of its supply by source if, for example, significant portions of
withdrawals are from non-freshwater sources, where:

e  Fresh water may be defined according to the local statutes and regulations where the registrant
operates. Where there is no regulatory definition, fresh water shall be considered to be water that has
a solids (TDS) concentration of less than 1000 mg/| per the Water Quality Association definition.

e Water obtained from a water utility in compliance with U.S. National Primary Drinking Water

Regulations can be assumed to meet the definition of fresh water.

.10 The registrant shall disclose the amount of water (in thousands of cubic meters) that was consumed in its
operations, where water consumption is defined as:

e  Water that evaporates during withdrawal, usage, and discharge;
e Water that is directly or indirectly incorporated into the registrant’s product or service; and

e Water that does not otherwise return to the same catchment area from which it was withdrawn, such
as water returned to another catchment area or the sea.
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.11 The registrant shall analyze all of its operations for water risks and identify activities that withdraw and consume
water in locations with High (40-80%) or Extremely High (>80%) Baseline Water Stress as classified by the
World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly accessible online here).

.12 The registrant shall disclose its water withdrawn in locations with High or Extremely High Baseline Water Stress
as a percentage of the total water withdrawn.

.13 The registrant shall disclose its water consumed in locations with High or Extremely High Baseline Water Stress as
a percentage of the total water consumed.

€NO0202FB0202-03. Discussion of water management risks and description of management strategies and
practices to mitigate those risks

.14 The registrant shall discuss how it manages risks associated with water withdrawals and water consumption.
.15 The registrant shall discuss, if applicable, risks to the availability of adequate, clean water resources.
e Relevant context to provide includes, but is not limited to:

= Environmental constraints, such as how risks vary by withdrawal sources (e.g., wetlands, rivers,
lakes, oceans, groundwater, rainwater, municipal water supplies, or water utilities), operations in
water-stressed regions, drought, interannual or seasonal variability, or risks due to the impact of
climate change.

= External constraints, such as changes in water costs, stakeholder perceptions and concerns related
to water withdrawals (such as those from local communities, non-governmental organizations, and
regulatory agencies), direct competition with and impact from the actions of other users
(commercial and municipal), restrictions from regulation, or constraints on the registrant’s ability to
obtain and retain water rights or permits.

= How risks may vary by withdrawal source, including wetlands, rivers, lakes, oceans, ground water,
rainwater, and municipal water supplies or supply form other water utilities.

.16 The registrant should include a discussion of the potential implications that these risks may have on its
operations and the timeline over which such risks are expected to manifest.

.17 The registrant shall provide a description of its short-term and long-term strategy or plan to manage these risks,
including the following, where relevant:

e Any water management targets it has set, and an analysis of performance against those targets.

= Water management targets can include water management goals that the registrant sees as a
priority to manage its risks and opportunities associated with water withdrawal and/or
consumption.

= Targets can include, but are not limited to, those associated with reducing water withdrawals and
reducing water consumption.
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e The scope of its strategy, plans or targets, such as whether they pertain differently to different business
units, geographies, or water-consuming operational processes.

e The activities and investments required to achieve the plans and targets, and any risks or limiting
factors that might affect achievement of the plans and/or targets.

.18 For water management targets, the registrant shall additionally disclose:
e The percentage reduction from the base year;

= The base year is the first year against which water management targets are evaluated toward the
achievement of the target.

e Whether the target is absolute or intensity based, and the metric denominator if it is an intensity-based
target;

e The timelines for the water management activities, including the start year, the target year, and the
base year. Disclosure shall be limited to activities that were ongoing (active) or reached completion
during the fiscal year; and

e The mechanism(s) for achieving the target, including:
= Efficiency efforts, such as recycling and closed-loop systems
= Use of water-saving equipment
= Product innovations such as redesigning a product to include less water within it
= Process innovations, including using less water in the manufacturing of a product

= Use of tools and technologies (e.g., the World Wildlife Fund Water Risk Filter, WRI/WBCSD Global
Water Tool, and Water Footprint Network Footprint Assessment Tool) to analyze water use, risk,

and opportunities
= Collaborations or programs in place with the community or other organizations

.19 Disclosure of strategies, plans, and targets shall be limited to activities that were ongoing (active) or reached
completion during the fiscal year.

.20 The registrant shall discuss if its water management practices result in any additional lifecycle impacts or
tradeoffs in its organization, including tradeoffs in land use, energy consumption, and greenhouse gas (GHG)
emissions, and why the registrant chose these practices despite lifecycle tradeoffs.

Additional Resources
GRI-Global Reporting Initiative (GRI G4)

CDP 2015 Water Questionnaire

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | ALCOHOLIC BEVERAGES | 185


http://waterriskfilter.panda.org/en/Maps
http://www.wbcsd.org/Clusters/Water/Resources/Global-Water-Tool
http://www.wbcsd.org/Clusters/Water/Resources/Global-Water-Tool
http://waterfootprint.org/en/resources/interactive-tools/water-footprint-assessment-tool/

CEO Water Mandate
Global Water Footprint Assessment Standard

Ceres Aqua Gauge Framework
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Responsible Drinking & Marketing

Description

The irresponsible consumption of alcoholic beverages can lead to negative social externalities such as drunk driving,
addiction, public health issues, underage drinking, and even death. Every year, irresponsible alcohol consumption
contributes to millions of deaths worldwide, a large portion of which includes underage youth and young adults. The
harmful use of alcohol is a growing concern, particularly in developing countries that do not have laws to protect
against alcohol’s detrimental effects. Many companies and organizations are recognizing risks to society as well as
company operations if the harmful use of alcohol is not addressed. Alcoholic beverage companies may be forced to
internalize the costs of these social externalities through taxes, lawsuits, or reputational harm, which can have a
material impact on operations and financial results. Failing to properly manage social externalities may lead to further
unfavorable regulation and erode the industry’s social license to operate. Through education, engagement,
community partnerships, and responsible marketing, particularly to underage individuals, companies can address and
mitigate many of the social externalities associated with alcohol misuse. Companies that effectively manage this issue
can reduce the likelihood of extraordinary expenses, improve market share, and decrease liabilities.

Accounting Metrics

€N0202-04- NumberTA08-21-01. Percentage of advertising impressions; percentage made on individuals
above the legal drinking age

.21 The registrant shall disclose the percentage of advertising impressions that were made on individuals at or above

the legal drinking age, where:

e An advertising impression is a measure of the number of times an advertisement is seen, heard,
watched, or read.

e The scope includes advertising impressions made through media, including print, electronic, broadcast,
and digital media, consistent with the scope of media provided by the Beer, Wine and Spirits
Producers’ Commitments to Reduce Harmful Drinking{Cemmitments)-.

e Legal drinking age is the minimum age established by local law at which a person can purchase

alcoholic beverages.

e In countries where no fegakminimum legal purchase age fer-the-consumption-ofalcohel-exists, the

“age of majerity=18 shall be used to determine impressions made on individuals at or above the legal
drinking age, consistent with the International Center for Alcohol Policies’ “Guiding PrinciplesPetieies-
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=23.22 The percentage is calculated as the total number of advertising impressions made on individuals at or above
the legal drinking age divided by the total number of advertising impressions made.

24.23 The registrant shall disclose the estimation methods used to calculate the number of advertising impressions
made, including its method for collecting such data. Where reasonable estimation methods include, but are not
limited to:

e  @Gross rating points and target ratios to determine impressions in television, radio, and print advertising.
e Total number of ads viewed and audience demographics for electronic and digital media.

e Expected audience size, audience demographics, and recall measures for embedded advertisements
that appear across different media.

€N0202-05TA08-22-01. Notices of violations received for non-conformance with industry andor regulatory
marketing and/or labeling codes

25.24 The registrant shall disclose the number of notices it received that substantiate a viefatiernon-conformance
of labeling, marketing industry, and/or regulatory code(s), statute(s), or other requirement(s), where:

e A marketing and/or labeling-related non-conformance, consistent with the United States Federal
Alcohol Administration Act (Title 27, Chapter 8) and the Alcoholic Beverage Labeling Act (Title 27,
Chapter 8), includes product labels that are misbranded, lack appropriate government warnings,
disparage competitors, and use deceptive or otherwise misleading acts.

e Non-conformance with industry codes includes complaints relating to the placement and content of
product labeling and marketing that are found to be in violation of industry codes upon third-party
review.

=26.25 The scope of disclosure includes notices of violations received due to non-conformance with both laws and
industry self-regulations, including the following:

e The Federal Alcohol Administration Act (Title 27, Chapter 8)

e The Alcoholic Beverage Labeling Act (Title 27, Chapter 8)

e The Advertising Standards Authority (a database of rulings is available here)

e The Distilled Spirits Council of the United States (a listing of rulings is available here)
e The Alcohol Beverage Advertising Code (a database of rulings is available here)

e The Portman Group (a listing of rulings is available here)

e The Beer Institute Advertising & Marketing Code (a listing of rulings is available here)

e Any other national or international legal regulation or industry self-regulation that the registrant is
subject to.
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2#.26_The registrant may disclose any other non-conformances of published media with internal code(s) of practice

on marketing and/or labeling.
Note to €N8202-05-TA08-22-01

28.27 The registrant shall discuss notices of violation that resulted in an enforcement action. Enforcement actions
include, but are not limited to, injunction(s), detainment of products(s), and cease and desist orders levied the
Alcohol Tobacco Tax and Trade Bureau (TTB) or foreign equivalents.

e Legal and regulatory fines and settlements are excluded from the scope of discussion and shall be
disclosed in €NO262FB0202-06.

=29.28 For such enforcement actions, the registrant should provide:
e  Description and cause of the enforcement action
e The cost to remedy the issue (in U.S. dollars)
e Corrective actions

e Any other significant outcomes (e.g., legal proceedings, fines, or settlements)

€NO0202FB0202-06. Amount of legal and regulatory fines and settlements associated with labeling and/or
marketing practices

30.29 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with
marketing and/or labeling practices, such as those related to enforcement of U.S. laws and regulations on
nutrient content claims, health claims, other unfair or deceptive claims, and/or misbranded labeling, including
violations of the United States Federal Alcohol Administration Act (Title 27, Chapter 8) and the Alcoholic
Beverage Labeling Act (Title 27, Chapter 8), among others.

=34+.30 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).

Note to €ENO202FB0202-06-

=32.31 The registrant shall briefly describe the nature (e.g., guilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., nutrient content claims, health claims, misbranded labeling, etc.) of fines and
settlements.

33.32 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in practices, management, codes, products, or training.

€N202FB0202-07. Description of efforts to promote responsible consumption of alcohol

—34.33 The registrant shall discuss the following aspects of its efforts to promote the responsible consumption of
alcohol:
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e The scope of its efforts, such as whether strategies, plans, and/or engagement targets pertain
differently to different business units, geographies, or beverage products.

e Whether strategies, plans, and/or engagement targets are related to or associated with a code,
strategy, or commitment (e.g., The WHO Global Strategy to Reduce the Harmful Use of Alcohol or the
Beer, Wine and Spirits Producers’ Commitments) as promulgated by an industry, non-governmental,
governmental, or intergovernmental organization.

e The activities and investments required to achieve the plans, and any risks or limiting factors that might
affect achievement of the plans and/or targets.

=35.34 For purpose of this disclosure, engagement shall be defined as being established through direct face-to-face
contact, remote learning, and other forums that allow for a dialogue between the registrant and the individuals
engaged, consistent with KPI 2¢ from the Beer, Wine and Spirits Producers’ Commitments.

36.35 Relevant programs to discuss may include, but are not limited to, education of parents, youth, and retailers
on the effects and repercussions of underage drinking; efforts to educate consumers and retailers about the
consequences of drinking and driving and engage them in measures to halt such behaviors; and programs that
inform consumers and other relevant parties about the health and social effects of binge and chronic drinking
abuse.

3#.36_The registrant shall disclose any targets it has for engagement of the population through responsible drinking
programs and provide an analysis of performance against those targets, including:

e The markets within the scope of the engagement plan(s);

e The types of responsible drinking program(s) used, including, but not limited to, programs that are
delivered through advertisements, in-person consumer engagement, or in-person retailer engagement;

e The subject focus(es) of responsible drinking program(s), such as reduction of underage drinking,
drinking and driving, and binge drinking or over-consumption; and

e The timelines for the engagement plans, including the start year and the target year.

=38.37 Disclosure shall be limited to activities that were ongoing (active) or reached completion during the fiscal
year.
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Packaging Lifecycle Management

Description

Packaging materials represent a significant cost to companies in the Alcoholic Beverages industry. Although many
alcoholic beverage companies do not manufacture their own bottles and packaging, they face the reputational risks
associated with the negative externalities that their products’ containers can create over their lifecycle. Companies are
also directly impacted by legislation regarding end-of-life management of beverage containers. Alcoholic beverage
companies therefore have an incentive to work with packaging manufacturers to improve the environmental
characteristics of their products. In the design phase, materials choice can help drive consumer demand, reduce
environmental impacts, and mitigate risks associated with end-of-life regulation. Furthermore, efforts to reduce the
amount of materials used in packaging can reduce transportation costs, exposure to supply and price volatility, and
the amount of virgin materials extracted. In the end-of-life phase, take-back and recycling programs and partnerships
can pre-empt regulation, help achieve cost savings, and reduce environmental impact. Companies that effectively
manage this issue can improve profitability and reduce cost of capital.

Accounting Metrics

€N0201FB0202-08. (1) Total weight of packaging, (2) percentage made from recycled or renewable
materials, and (3) percentage that is recyclable or compostable

39.38 The registrant shall disclose the total weight of packaging purchased by the registrant, in metric tons, where:

e Packaging includes any material containing the registrant’s product or otherwise accompanying the
product, as well as secondary materials used by the registrant for shipping and distribution of products.

This includes:
=  Primary packaging that is designed to come into direct contact with the product; and

= Secondary packaging that is designed to contain one or more primary packages together with any
protective materials, where required.

= The scope excludes tertiary packaging that is designed to contain one or more articles or packages,
or bulk material, for the purposes of transport, handling and/or distribution. Tertiary packaging is
also known as “distribution” or “transport” packaging

-46.39 The registrant shall disclose the percentage of packaging (by weight) made from recycled and/or renewable
materials.

e Recycled content is defined, consistent with definitions in ISO 14021:1999, “Environmental labels and
declarations—Self-declared environmental claims (Type Il environmental fabeltinglabeling),” as the
portion, by mass, of recycled or recovered material in a product or packaging, where only pre-
consumer and post-consumer materials shall be considered as recycled content, and where:
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= Recycled material is defined as material that has been reprocessed from recovered (or reclaimed)
material by means of a manufacturing process and made into a final product or a component for
incorporation into a product.

=  Recovered material is defined as material that would have otherwise been disposed of as waste or
used for energy recovery, but has instead been collected and recovered (or reclaimed) as a material
input, in lieu of new primary material, for a recycling or manufacturing process.

= Pre-consumer material is defined as material that has been diverted from the waste stream during a
manufacturing process. Excluded is reutilization of materials such as rework, regrind, or scrap that
are generated in a process and are capable of being reclaimed within the same process that
generated them.

= Post-consumer material is defined as material generated by households or by commercial,
industrial, and institutional facilities in their role as end-users of the product that can no longer be
used for its intended purpose. This includes returns of material from the distribution chain.

e Renewable resources are defined, consistent with the Global Protocol on Packaging Sustainability 2.0,

as resources that are composed of biomass from a living source and are replenished at a rate equal to
or greater than the rate of depletion, where:

=  Biomass is defined as a material of biological origin, excluding materials embedded in geological
formations or transformed to fossilized material and excluding peat. This includes organic material
(both living and dead) from above and below ground, such as trees, crops, grasses, tree litter,
algae, animals, and waste of biological origin (e.g., manure), consistent with the Global Protocol on

Packaging Sustainability 2.0.

-44.40 The percentage is calculated as the total weight of packaging made from recycled and/or renewable
materials divided by the total weight of all packaging used by the registrant.

e For packaging materials that contain both recycled and virgin parts, or which are made from both
renewable and nonrenewable resources, the registrant shall classify a portion of the material as
recycled or renewable based on an estimate of the weight of each portion.

“42.41 The registrant shall disclose the percentage of packaging (by weight) that is recyclable and/or compostable,
where:

e  For purpose of this disclosure, recyclable material includes those materials that are reusable, where:

= “Recyclable” is defined as a product or packaging that can be diverted from the waste stream
through available processes and programs and can be collected, processed, and returned to use in
the form of raw materials or products, consistent with definitions in ISO 14021:1999,
“Environmental labels and declarations—Self-declared environmental claims (Type Il environmental

fabeltinglabeling).”
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=  “Reusable” is defined as a product or packaging that has been conceived and designed to
accomplish, within its lifecycle, a certain number of trips, rotations, or uses for the same purpose
for which it was conceived, consistent with definitions in ISO 14021:1999, “Environmental labels
and declarations—Self-declared environmental claims (Type Il environmental abeltirglabeling).”

=  “Compostable” is defined as that which undergoes degradation by biological processes during
composting to yield CO2, water, inorganic compounds, and biomass at a rate consistent with other
known compostable materials and that leaves no visible, distinguishable, or toxic residue.
Compostable plastics are further defined by ASTM Standard D6400, 2004, “Standard Specification
for Compostable Plastics.”

43.42 The percentage is calculated as the total weight of recyclable and/or compostable packaging divided by the
total weight of all packaging.

“44.43 The registrant should disclose (1) the total weight of packaging sourced, (2) the percentage made from
recycled or renewable materials, and (3) the percentage that is recyclable or compostable for each major
packaging substrate (e.g., wood fiber, glass, metal, and petroleum-based).

€NO6201FB0202-09. Description of strategies to reduce the environmental impact of packaging throughout
its lifecycle

45.44 The registrant shall discuss its strategies to reduce the environmental impact of packaging throughout its
lifecycle, such as reducing packaging weight and volume for a given application or using alternative materials,
including those that are recycled, recyclable, reusable, and/or compostable.

-46.45 The registrant shall discuss the circumstances surrounding its use of recycled and renewable packaging,
including, but not limited to, discussions of supply availability, consumer preferences, and packaging durability
requirements.

“47.46 The registrant shall discuss the circumstances surrounding its use of packaging that is recyclable and
compostable, including, but not limited to, discussions of regulations, packaging end-of-life commitments,
consumer demand, and packaging durability.

48.47 Relevant disclosure may include, but is not limited to, discussion of the following:

e Implementation of EN 13428 or ISO 18602, which include criteria for minimization of packaging
weight and optimization to the amount needed for safety, hygiene, and consumer acceptance of the
packed product.

e Implementation of EN 13430 or ISO 18604, which include criteria for recyclable packaging.

e Implementation of EN 13432, 1ISO14855-1:2005, ASTM D6400, or ASTM D6868, which include criteria
for packaging recoverable through biodegradation and composting.

e Implementation of ISO 14021, which includes criteria for renewable and recycled material content

claims.

e Performance on the Global Protocol on Packaging Sustainability 2.0 metrics for Packaging Weight and
Optimization and/or Assessment and Minimization of Substances Hazardous to the Environment.
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49.48 The registrant should, where relevant, discuss any packaging-related targets and performance against those
targets. Examples of such targets include, but are not limited to:

e Reduction in packaging footprints
e Reduction in packaging weight either in total or on a per-unit basis
e Increasing recycled, recyclable, reusable, renewable, and/or compostable content

-506.49 The registrant may choose to discuss its use of Life Cycle Assessment (LCA) analysis in the context of its
approach to environmental impact reduction and maximization of product efficiency, including weight reduction
and transportation efficiency.

e When discussing improvements to the environmental efficiency of packaging products, improvements
should be discussed in terms of LCA functional unit service parameters (i.e., time, extent, and quality of
function).

Additional References

EPA Waste Hierarchy

Summary of the EPA Municipal Solid Waste Program
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Environmental & Social Impacts of Ingredient Supply Chains

Description

Environmental and social impacts can occur within alcoholic beverage companies’ ingredient supply chains.
Companies rely on numerous ingredients that are highly susceptible to price volatility, largely due to environmental
factors such as shifting weather patterns, droughts, and crop disease. As the impacts of climate change and water
scarcity continue to increase in frequency and severity, the price and availability of these key ingredients are likely to
become increasingly unstable. Furthermore, the environmental impacts caused by supplying these ingredients,
including pollution, soil erosion, and deforestation, are likely to lead to additional price volatility. The potential for
supply shortages or disruptions due to social considerations, including labor violations, child labor, fair wages, and
food shortages, present further risk to a company’s long-term ability to source key materials and ingredients.
Companies that proactively implement programs to address these risks through active management, measurement,
and engagement with key suppliers and farmers can build more resilient supply chains. These companies could limit
the price volatility of key ingredients and increase their availability while improving brand reputation, leading to
increased market share and reduced costs.

Accounting Metrics

€NO0202FB0202-10. Percentage of beverage ingredients sourced from regions with High or Extremely High
Baseline Water Stress

-54.50 The registrant shall disclose the percentage, by value in U.S. dollars, of beverage ingredients sourced from
regions with High or Extremely High Baseline Water Stress.

e The scope of disclosure excludes water that is withdrawn the registrant’s owned or -operated facilities
52.51 The scope of disclosure includes the registrant’s tier-1 suppliers, where:
e Tier-1 suppliers are defined as suppliers that transact directly with the registrant for food ingredients.

53.52 The percentage is calculated as the total cost, in U.S. dollars, of beverage ingredients sourced from regions
with High or Extremely High Baseline Water Stress divided by the total cost of beverage ingredients sourced.

54.53 Using the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly available online here),
the registrant shall analyze all of its known sources for water risks and identify sources that are in a location with
High (40-80%) or Extremely High (>80%) Baseline Water Stress.

-55.54 The scope of disclosure includes all tier-1 suppliers. Should the registrant be unable to identify or collect data
pertaining to all tier-1 suppliers, the registrant shall disclose the percentage of ingredients for which source
region and water risks are unknown.

€N0202FB0202-11. Suppliers’ social and environmental responsibility audit conformance: (1) major non-

conformance rate and associated corrective action rate and (2) minor non-conformance rate and associated
corrective action rate
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56.55 The registrant shall disclose its suppliers’ conformance with external social and environmental audit standards
or internally developed supplier code(s) of conduct, based on the number of non-conformances identified.

e The registrant may limit its disclosure to those suppliers that, in aggregate, account for 80 percent or
more of its supplier sourcing that is directly related to manufacturing.

5756 _The registrant shall calculate and disclose the major non-conformance rate as the total number of priority
non-conformances identified in the supply chain divided by the number of facilities audited.

e Major non-conformances are the highest severity of non-conformance and require escalation by
auditors. Major non-conformances confirm the presence of underage child workers (below the legal
age for work or apprenticeship), forced labor, health and safety issues that can cause immediate
danger to life or serious injury, and environmental practices that can cause serious and immediate
harm to the community. Major non-conformance includes material breach or systemic breaking of
code requirement or law. Issues representing an immediate danger must be corrected as soon as
practical, but not longer than 90 days after discovery.

e Major non-conformances may also be referred to as critical or priority non-conformances.

-58.57 The registrant shall calculate and disclose the minor non-conformance rate as the total number of minor non-
conformances identified in the supply chain divided by the number of facilities audited.

e A minor non-conformance by itself doesn’t indicate a systemic problem with the management system.
It is typically an isolated or random incident and represents a low risk to workers and the environment.

-59.58 The registrant shall calculate and disclose its corrective action rate for major non-conformances as the
number of corrective action plans completed within 60 days to address major non-conformances divided by the
total number of major non-conformances that have been identified.

-60.59 The registrant shall calculate and disclose its corrective action rate for minor non-conformances as the
number of corrective action plans completed within 90 days to address minor non-conformances divided by the
total number of minor non-conformances that have been identified.

6+.60 A corrective action is defined as the implementation of practices or systems to eliminate any non-
conformance and ensure there will be no reoccurrence of the non-conformance, and verification that the
corrective action has taken place.

-62.61 The registrant shall disclose the standards to which it has measured social and environmental responsibility
audit compliance.

e Forinternally developed supplier code(s) of conduct, the registrant shall disclose the public location
where such code(s) can be viewed.

€NO202FB0202-12. List of priority beverage ingredients and discussion of sourcing risks due to
environmental and social considerations

-63.62 The registrant shall identify any beverage ingredients that are a priority to the registrant’s business, where:
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e  Priority beverage ingredients are defined as the five ingredients that constitute the largest beverage
ingredient expense (excluding water) and/or those ingredients that have otherwise been identified by
the registrant as essential to its products or as having significant environmental or social risks.

-64.63 The registrant shall discuss its strategic approach to managing the environmental and social risks that arise

from its priority beverage ingredients, where:

e  Environmental risks include, but are not limited to, effects of drought and climate change on
ingredient prices, reputational damage due to deforestation, and other risks resulting from the
environmental impacts associated with the registrant’s supply chain.

e Social risks include, but are not limited to, effects of workers’ rights on productivity, reputational
damage due to human rights issues, and other risks resulting from the social impacts associated with

the registrant’s supply chain.

e The scope of disclosure should focus on beverage ingredients that are sourced from directly contracted
growers or through producer supply agreements, or that are procured through other means.

-65.64 The registrant should identify which beverage ingredients present risks to its operations, the risks that are
represented, and the strategies the registrant uses to mitigate such risks.

-66.65 For environmental risks, relevant strategies to discuss include the diversification of suppliers, supplier training
programs on environmental best management practices, expenditures on R&D for alternative and substitute
crops, and audits or certifications of suppliers’ environmental practices.

-67.66 For social risks, relevant strategies to discuss include supplier training programs on agrochemical application,
engagement with suppliers on labor and human rights issues, and maintenance of a supply chain code of

conduct.
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TOBACCO
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Tobacco industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1057 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Tobacco industry is comprised of companies that farm tobacco and manufacture tobacco products including
cigarettes, cigars, and smokeless tobacco products. Many large tobacco companies operate globally. Companies may
obtain or sell exclusive rights to sell certain brands of cigarettes in diverse markets. Most tobacco is grown by
independent tobacco farmers, who typically sell their crops to tobacco merchants or to manufacturers under contract.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Tobacco industry, the SASB has identified the following sustainability disclosure topics:

e Public Health e Marketing Practices

2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines en

6 https://library.sasb.org/materiality bulletin/
7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
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Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, ltem 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from

8 https:/library.sasb.org/materiality_bulletin/

° https:/library.sasb.org/implementation-guide
19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks"” for examples of preparing an MD&A using the SASB Standards.'? Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially

material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,

available for download via https://library.sasb.org/implementation-quide/.

12 http://using.sasb.org/mock-10-k-library/
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Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management’s role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.

Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

4 In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).

1> The AICPA’s Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.
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Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company'’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
quantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE

(1) Cigarette, (2) cigar, and (3) other smoked tobacco

sales volumeZ2 Quantitative Numberﬂ#ﬁga%eﬁes EBO301TAO
8-23-A
. ShlO202
Smokeless tobacco sales volume Quantitative Number of cans
FBO301-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood.?°

Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.

!9 Note to TA08-23-A—Cigar sales volume includes product sales of cigars, cigarillos, and little cigars. Other smoked tobacco includes
products sold by the registrant such as pipe tobacco, loose leaf tobacco, bidis, and kreteks or clove cigarettes.

20 The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements."”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Public Health

Marketing
Practices

ACCOUNTING METRIC

Revenue from (1) traditional smokeless tobacco
products, (2) non-tobacco nicotine-delivery
products, and (3) ether—tebacce-harm-
reduetion—heat-not-burn products

Description of the process to assess risks and
opportunities associated with ~“tobacco harm-
reduction~“ products

Amount of legal and regulatory fines,
settlements, and enforcement actions
associated with marketing, labeling, and
advertising?!

DeseriptionDiscussion of alighment-oftebaceo-
fabeling-positions on Articles 11 and packaging-
practiceswith-Article 1113 of the World Health

Organization Framework Convention on Tobacco
Control (WHO FCTC) and description of the
company’s marketing policy

21 Note to €NO302FB0301-03—Disclosure shall include a description of fines, settlements, and enforcement actions and corrective actions

implemented in response to events.
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CATEGORY

Quantitative

Discussion &
Analysis

Quantitative

Diccucsion 2
Analysis

Discussion &
Analysis

UNIT OF
MEASURE CODE
Zhle202
U.S. Dollars (S)
TA08-25-01
Zhle202
n/a
FB0301-02
Chlozon
U.S. Dollars (S)
FB0301-03
Afa Chlgzo2-04
n/a chlgzon0c
TA08-24-01
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Public Health

Description

Over the past several decades, as scientific studies have linked tobacco use to negative health effects, tobacco product
manufacturers have faced lawsuits from individuals, governments, corporations, and other groups. In some cases,
these have resulted in multibillion-dollar settlements. Health problems associated with tobacco include lung disease,
cancer, and heart disease. Compounding these health risks is the fact that nicotine, found naturally in tobacco leaves,
is an addictive substance. A growing public awareness of these risks has driven down tobacco use dramatically in
many countries, including the United States. In an effort to address this, tobacco product manufacturers have created
an array of “reduced-harm” products, such as e-cigarettes, aimed at minimizing the health impacts of tobacco use
and accessing new markets. These products are not without their own health risks, but they are potentially less
harmful than cigarettes. Future scientific studies could either prove or disprove these assertions of reduced harm, with

continuing impacts on company value.

Accounting Metrics

€NO302TA08-25-01. Revenue from (1) traditional smokeless tobacco products, (2) non-tobacco nicotine-
delivery products, and (3) ether"tobacco-harm-reduction*heat-not-burn products

.01 The registrant shall disclose its revenue, in U.S. dollars, from_traditional smokeless tobacco products such as
chewing tobacco, moist snuff (i.e., dipping tobacco), dry snuff, and snus.

.02 The registrant shall disclose its revenue, in U.S. dollars, from non-tobacco, nicotine-deliverycontaining products
such as electronic cigarettes, and pharmaceutical nicotine-replacement therapy products (e.g., gums, lozenges,
patches, etc.).

.03 The registrant shall disclose its revenue, in U.S. dollars, from ether—tobacco-harmreduction—productsSuchas-

“heat-not-burn“—eigarettes products, which are-ntended-teo+eplace-include non-combustible, tobacco-based
products. .

.04 €N63062The registrant shall disclose revenues as both gross and net of excise taxes, where:

e Gross revenues are calculated as the total dollar value of sales including excise and sales taxes.

e Revenues net of excise taxes are calculated as the total dollar value of sales less the corresponding

local, state, and/or federal excise tax..

wu

FB0301-02. Description of the process to assess risks and opportunities associated with *“tobacco harm-

wu

reduction™” products

-84.05 The registrant shall discuss its process to evaluate risks and opportunities associated with “tobacco harm-
reduction” products, where:

e "Tobacco harm-reduction” products are defined as non-combustible nicotine-containing products such
as smokeless tobacco, nicotine-replacement therapy products, and electronic cigarettes.
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-85.06 The registrant shall discuss the scope, success, and growth plans related to its current “tobacco harm-
reduction” product portfolio and, where relevant, its plans to introduce future products and product categories.

-86.07 The registrant shall discuss risks it faces related to its “tobacco harm-reduction” products, such as technical
challenges with bringing the products to market, consumer and public perceptions of the safety of the products,
regulatory risks, reputational risks, and other risks.

-07.08 The registrant shall discuss opportunities presented by “tobacco harm-reduction” products such as the ability
to capture new market segments and the ability to contribute to reducing cigarette smoking.

-08.09 Where relevant, the registrant shall discuss whether risks and opportunities associated with its “tobacco
harm-reduction” products and strategies pertain differently to different product segments and/or geographic
markets.

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD | TOBACCO | 210



Marketing Practices
Description

Tobacco product marketing is heavily regulated, both in the U.S. and abroad. The World Health Organization’s
Framework Convention on Tobacco Control has led many countries to introduce new, stricter regulatory approaches.
Many laws aim to prevent people from adopting tobacco use at a young age as well as ensuring transparent
advertising about tobacco’s health risks. The industry has faced costly legal battles related to the marketing and
advertising of its products, including the Master Settlement Agreement (MSA) in the U.S., which changed the way
tobacco products are marketed and mandated substantial annual payments to U.S. states. Marketing for new
smokeless tobacco products and traditional tobacco products have to balance regulatory requirements with the need
to reach new markets. Companies have differing degrees of exposure to international marketing and regulatory

issues, depending on the geographic scope of operations.

Accounting Metrics

€NO302FB0301-03. Amount of legal and regulatory fines, settlements, and enforcement actions associated
with marketing, labeling, and advertising

-89.10 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with
marketing, labeling, and advertising, including, but not limited to, those related to violations of the Tobacco
Master Settlement Agreement, the Family Smoking Prevention and Tobacco Control Act, and the European
Union Tobacco Advertising Directive.

-+68.11 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).

Note to €EN6362FB0301-03

—++.12 The registrant shall briefly describe the nature (e.g., guilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., related to warning labels, advertising bans, promotion, sponsorship, etc.) of fines
and settlements.

-2.13 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in operations, management, processes, products, business
partners, training, or technology.

€NO302-04-DescriptionTA08-24-01. Discussion of alignment-of tobacco-advertising, prometion,-and-
spenseorship(TAPS)-activities-with-Artiele-positions on Articles 11 and 13 of the World Health Organization

Framework Convention on Tobacco Control (WHO FCTC) and description of the company’s marketing
policy

.14 The registrant shall discuss its positions on Article 11: Packaging and labelling of tobacco products and Article
13: Tobacco advertising, promotion, and sponsorship of the World Health Organization Framework Convention
on Tobacco Control (WHO FCTC).
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e The scope of disclosure shall apply to the registrant’s practices globally. If the registrant employs
materially different practices in different markets, it shall describe those differences.

.15 _deseribe-the-degree-te-which-isThe registrant shall describe its marketing policy on packaging and labeling

practices and its relevant positions on WHO FCTC Article 11.

.16 _Relevant positions to discuss include, but are not limited to:

"ou

e The registrant’s position on the use of terms such as “low tar,” “light,” “ultra-light,” or “mild” or any

other terms, descriptors, trademarks, figures, or signs that directly or indirectly imply that a particular

tobacco product is less harmful than other tobacco products.

e The registrant’s position on the use of rotating, clear, large, visible, legible health warnings as

approved by a competent national authority including whether such warnings cover more than 30% of

the product’s principal display areas.

e The registrant’s position on providing information on the relevant constituents and emissions of

tobacco products.

-3.17 The registrant shall describe its marketing policy on tobacco advertising, promotion, and sponsorship (TAPS)

practices are-atigree-withand its relevant position on WHO FCTC Article 13-Febacco-advertising,-prometion-
ane-spensership-.

.18 FheregistrantshalHndicateinwhiehRelevant policies to discuss include, but are not limited to:

e The registrant’s use of direct TAPS activities it engages, where direct activities include, but are not

limited to, advertising, promotion, and sponsorship in or on:

= Print (newspapers and magazinesy:Radie), radio, and television (including broadcast, cable, and satellite)
on-screen advertisements shown before feature films:

= Qutdoor displays (including billboards and signage on transit vehicles and in transit stations)
= Point-of-sale advertising, signage, and product displays in retail stores:, and/or

=  The Internet.

o TheregistrantshalHndicateir-whiehThe registrant’s use of indirect TAPS activities it engages, where

indirect activities include, but are not limited to:

e  Free distribution of tobacco and related products in the mail or through other means:
= Promotional discounts =
= Identifying non-tobacco goods and services with a tobacco brand name (i.e., “brand stretching”)

= Use of brand names of non-tobacco products for tobacco products (i.e., “brand sharing”)
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=  Placement of products and brand names in television, films, and other audiovisual entertainment
products, including on the Internet, and

= Sponsored events, including “corporate social responsibility” programs.

e The registrant shat-diseuss-the-alignment-efmay choose to describe instances and/or geographies
where its marketing policies are not aligned with the WHO FCTC .andabeling-practices-with-Article 13-
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FOOD RETAILERS & DISTRIBUTORS
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for

implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All
rights reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Food Retailers &
Distributors industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1052 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e  Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

The Food Retailers & Distributors industry consists of companies engaged in wholesale and retail sales of an array of
food, beverage, and agricultural products. Store formats include retail supermarkets, warehouse supermarkets, liquor
stores, bakeries, natural food stores, specialty food stores, seafood stores, and distribution centers. Companies may
specialize in one type of store format or have facilities that contain multiple formats. These companies operate mainly
in North America but source products from all over the world. Products sold include fresh meat and produce,
prepared foods, processed foods, baked goods, frozen and canned foods, nonalcoholic and alcoholic beverages, and
a wide selection of household goods and personal care products.

Note: The standards discussed below are for “pure-play” food retail and distribution companies. Many major food
retailers also have pharmacy operations and manufacture private-label processed foods. SASB has separate standards
for the Drug Retailers-&Cenvenierce-Stores (ENB462HC0304) and Processed Foods (FBEN0103) industries.
Companies involved in drug retail and food manufacturing should also consider the disclosure topics and metrics

outlined in these other standards.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Food Retailers & Distributors industry, the SASB has identified the following sustainability disclosure topics:

e Air Emissions from Refrigeration e Energy & Fleet Fuel Management

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines en

6 https://library.sasb.org/materiality bulletin/
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Food Waste Management e Product Labeling & Marketing

Data Security e Fair Labor Practices

Food Safety ¢ Management of Environmental & Social

I ts in the Supply Chai
Product Health & Nutrition Mpacts i the SUpply &-hain

2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.”

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” '°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.” "

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https://library.sasb.org/materiality bulletin/

® https://library.sasb.org/implementation-guide

19 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
(“Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. [tem 503(c) (“Risk Factors”) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,” with
a section that includes the material topics, performance metrics, and management'’s view with respect to corporate
positioning. See SASB’s “Mock 10-Ks" for examples of preparing an MD&A using the SASB Standards. % Issuers are
not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or in
sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not

12 http://using.sasb.org/mock-10-k-library/
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otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,
available for download via https://library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and comparability
of the data reported, as appropriate. Such a description might in certain circumstances include a discussion of the
following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management's role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.
e Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.
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Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization

' In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA, etc.).

Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity Metrics

UNIT OF

ACTIVITY METRIC CATEGORY MEASURE CODE

ENO4dH
Number of (1) retail locations and (2) distribution centers Quantitative Number

FBO401-A

ENO40+
Total area of (1) retail space and (2) distribution centers  Quantitative Square meters (m?2) L

ENO4dH
Number of vehicles in commercial fleet Quantitative Number

FB0401-C

ENO40+
Ton-miles travelled Quantitative Ton-miles

FB0401-D

Units of Measure

Unless specified, disclosures should be reported in International System of Units (SI units).

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
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Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood. ™

Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

19 The AICPA’s Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on

definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a

recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Air Emissions
from
Refrigeration

Energy & Fleet
Fuel
Management

Food Waste
Management

Data Security

Food Safety

Product Health
& Nutrition

Product
Labeling &
Marketing

ACCOUNTING METRIC

Gross global Scope 1 emissions from
refrigerants

Percentage of refrigerants consumed with zero
ozone-depleting potential

Average refrigerant emissions rate

Operational energy consumed, percentage grid
electricity, percentage renewable energy

Fleet fuel consumed, percentage renewable

Amount of food waste generated, percentage
diverted from the waste stream

Discussion of management approach to
identifying and addressing data security risks

Number of data security breaches, percentage
involving customers’ personally identifiable
information (PIl), number of customers
affected?

High-risk food safety violation rate

Number of food-safety-related recalls, number
of units recalled, percentage for private-label
products?’

Revenue from products labeled and marketed
to promote health and nutrition attributes

Description of the process to identify and
manage products and ingredients of concern
and emerging dietary preferences

Notices of violations received for non-
conformance with regulatory labeling and/or
marketing codes

CATEGORY

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Discussion
and Analysis

Quantitative

Quantitative

Quantitative

Quantitative

Discussion
and Analysis

Quantitative

UNIT OF

MEASURE

Metric tons
COz-e

Percentage (%)
by weight

Percentage (%)

Gigajoules (GJ),
Percentage (%)

Gigajoules (G)J),
Percentage (%)

Metric tons (t),
Percentage (%)

n/a

Number,
Percentage (%)

Rate

Number,
Percentage (%)

U.S. Dollars ($)

n/a

Number

CODE

ENO46E
FB0401-01

ENO46E
FB0401-02

ENO40L
FB0401-03

ENO40L
FB0401-04

ENO40L
FB0401-05

ENO40L
FB0401-06

ENO46E
FB0401-07

ENO40L
FB0401-08

ENO46E
FB0401-09

ENO40L
FB0401-10

ENO46E
FB0401-11

ENO46E
FB0401-12

ENO46E
FB0401-13

20 Note to €NO461FB0401-08—Disclosure shall include a description of corrective actions implemented in response to data security

incidents or threats.

21 Note to €NO461FB0401-10—The registrant shall discuss notable recalls such as those that affected a significant number of

customers or those related to serious illness, injury, or fatality.
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UNIT OF

TOPIC ACCOUNTING METRIC CATEGORY CODE
MEASURE
Amount of legal and regulatory fines and CNO4O3
settlements associated with food marketing Quantitative U.S. Dollars (S)
and/or labeling? FB0401-14
Revenue from products labeled as (1) CNO4O3
containing genetically modified organisms Quantitative U.S. Dollars ($)
(GMOs) and (2) non-GMO FB0401-15
Fair Labor
Practices Average hourly wage and percentage of in-store . U.S. Dollars ($), €NO40L
. . Quantitative
employees earning minimum wage Percentage (%) FB0401-16
i ShloAeL
Percen_tage of a_ct!ve workforce covered under Quantitative B ()
collective bargaining agreements FB0401-17
ShloAeL
Number and total duration of work stoppages? Quantitative Number, Days
FB0401-18
Amount of legal and regulatory fines and CNO403
settlements associated with (1) labor law Quantitative U.S. Dollars ($)
FB0401-19

violations and (2) employment discrimination?

Management of

. Discussion of strategy to manage environmental Discussion ENB4OT
Environmental N O : : n/a
& Social and social risks within the supply chain and Analysis FB0401-20
Impacts in the
Su::ply Chain Revenue from products third-party certified to CNO403
an environmental and/or social sustainability Quantitative U.S. Dollars (S)

sourcing standard FB0401-21
(1) Percentage of eggs sold from cage-free

9 ShloAeL
sources and (2) percentage of pork sold from Quantitative RO )

b N
gestation-crate-free sources® y revenue Cai
Description of strategies to reduce the Discussion o/a ENB46E
environmental impact of packaging and Analysis FB0401-23

22 Note to €NO461FB0401-14—Disclosure shall include a description of fines and settlements and corrective actions implemented in
response to events.

2 Note to €N0401FB0401-18—Disclosure shall include a description of the root cause of the stoppage, the impact on operations, and
corrective actions taken.

24 Note to €NO461FB0401-19—Disclosure shall include a description of fines and settlements and corrective actions implemented in
response to events.

25 Note to €NO461FB0401-22—Disclosure shall include a description of any additional animal welfare standards used by the
registrant.
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Air Emissions from Refrigeration

Description

Emissions of refrigeration chemicals from equipment used to store and display perishable foods create unique
regulatory risks for the industry. Substances that leak from refrigeration equipment can impact the environment
through two primary channels: First, internationally regulated hydrochlorofluorocarbons (HCFCs) can damage Earth'’s
ozone layer; second, many common HCFCs and hydrofluorocarbons are highly potent greenhouse gases (GHGs) that
heighten the industry’s exposure to future climate-change-related GHG regulation. Emissions of GHG and ozone-
depleting substances introduce industry-specific regulatory risks. Regulators can assess penalties to companies that
violate emissions standards, while companies may be required to upgrade or replace equipment to reduce their
emissions or replace existing refrigerants with costlier alternatives.

Accounting Metrics

€NO401FB0401-01. Gross global Scope 1 emissions from refrigerants

.01 The registrant shall disclose gross global Scope 1 greenhouse gas (GHG) emissions to the atmosphere of the
seven GHGs covered under the Kyoto Protocol (carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons, sulfur hexafluoride, and nitrogen trifluoride) that originated from the use of refrigerants.

e Emissions of all gases shall be disclosed in metric tons of carbon dioxide equivalents (CO2-e), calculated
in accordance with published 100-year time horizon global warming potential (GWP) factors.

e  Gross emissions are GHGs emitted to the atmosphere before accounting for any GHG reduction
activities, offsets, or other adjustments for activities in the reporting period that have reduced or

compensated for emissions.

= The registrant shall consider the CDP Climate Change Questionnaire as a normative reference, thus any
updates made year-on-year shall be considered updates to this guidance.

e Refrigerants are defined as substances or mixtures used in a heat pump or refrigeration cycle for the
purpose of absorbing and releasing heat.

.02 Scope 1 emissions are defined by the World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD) in The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard,
Revised Edition, March 2004 (hereafter, the “GHG Protocol”).

e The scope includes all direct emissions of GHGs resulting from the use of commercial stationary and
mobile refrigerants in retail locations, distribution centers, and its transportation fleet.

e  For the purposes of this disclosure, the scope excludes direct emissions of GHGs from the combustion

of fossil fuels, non-refrigerant process emissions, and other sources.

.03 GHG emission data shall be consolidated according to the approach with which the registrant consolidates its

financial reporting data, which is generally aligned with:
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e The Financial Control approach defined by the GHG Protocol and referenced by the CDP Guidance for
companies reporting on climate change on behalf of investors & supply chain members 2013
(hereafter, the “CDP Guidance"”).26

e The approach detailed in REQ-07, “Organisational boundary,” of the CDSB Framework (2015).2’

.04 The underlying technical approach to data collection, analysis, and disclosure shall be consistent with the CDP
Guidance.

e The registrant shall consider the CDP Guidance as a normative reference, thus any updates made year-
on-year shall be considered updates to this guidance.

.05 The registrant shall calculate the Scope 1 GHG emissions from refrigerants using the U.S. Environmental
Protection Agency (EPA) GHG Inventory Guidance: Direct Fugitive Emissions from Refrigeration, Air
Conditioning, Fire Suppression, and Industrial Gases, November 2014.

e The registrant shall calculate Scope 1 GHG emissions from each piece of equipment that uses
refrigerants and each type of emission (installation, operation, and disposal).

e The registrant shall calculate separate emissions totals for each type of refrigerant used by multiplying
the emissions of each refrigerant by the refrigerant’s global warming potential factor (GWP) from Table
1 “Global Warming Potentials” or Table 2 “GWPs for Refrigerant Blends” in the EPA GHG Inventory
Guidance.

.06 The registrant should discuss any change in its emissions from the previous fiscal year, such as if the change was
due to emissions reductions, divestment, acquisition, mergers, changes in output, and/or changes in calculation
methodology.

.07 The registrant may choose to disclose their total Scope 1 GHG emissions, in addition to its Scope 1 GHG
emissions from refrigerants, in the case that current reporting of GHG emissions to the CDP or other entity (e.g.,
a national regulatory disclosure program) differs in terms of the scope and consolidation approach used.
However, primary disclosure shall be according to the guidelines described above.

.08 The registrant should discuss the calculation methodology for its emissions disclosure, such as if data are from
continuous emissions monitoring systems (CEMS), engineering calculations, mass balance calculations, etc.

.09 The registrant should consult the most recent version of each document referenced in this standard at the time
disclosure occurs.

% “ An organization has financial control over an operation if it has the ability to direct the financial and operating policies of the operation
with a view to gaining economic benefits from its activities. Generally an organization has financial control over an operation for GHG
accounting purposes if the operation is treated as a group company or subsidiary for the purposes of financial consolidation.” Guidance for
companies reporting on climate change on behalf of investors & supply chain members 2013, p. 95.

27 This is based on the requirements of International Accounting Standards/International Financial Reporting Standards (IAS/IFRS) on
consolidation and equity accounting and is consistent with how information relating to entities within a group or interest in joint
ventures/associates would be included on consolidated financial statements, as further detailed in CDSB Proposals for Boundary Setting in
Mainstream Reports.
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€NO401FB0401-02. Percentage of refrigerants consumed with zero ozone-depleting potential

.10 The registrant shall calculate the percentage of the refrigerants consumed in its operations that have zero ozone-
depleting potential (ODP) as the amount (by weight) of refrigerants consumed in its operations that have zero
ODP, divided by the total amount (by weight) of refrigerants consumed in its operations.

e Consumption of refrigerants is defined as the amount of refrigerant charged into the registrant’s
commercial refrigeration equipment during the fiscal year.

.11 ODP is defined as the number that refers to the amount of ozone depletion caused by a substance, where ozone
depletion is defined as a chemical destruction of the stratospheric ozone layer beyond natural reactions.

e A refrigerant with zero ODP is defined as substance that has a published ODP value of zero, has no
impact on the stratospheric ozone layer beyond natural reactions, and does not contain
chlorofluorocarbons (CFCs), hydrochlorofluorocarbons (HCFCs), halons, methyl bromide, carbon
tetrachloride, hydrobromofluorocarbons, chlorobromomethane, or methyl chloroform.

e Alist of all ozone-depleting substances (ODS) and their ODPs is available here.

.12 The scope includes all commercial stationary and mobile refrigerants used by the registrant in retail locations,
distribution centers, and transportation fleet.

€NO401FB0401-03. Average refrigerant emissions rate

.13 The registrant shall disclose its average annual emissions rate of refrigerants, which is calculated as the amount
of refrigerant charge that is lost from the store's commercial refrigeration equipment and systems..

.14 The scope includes all commercial stationary and mobile refrigerants used by the registrant in retail locations,
distribution centers, and transportation fleet.

.15 The registrant shall calculate its average refrigerant emissions rate as the average of the annual emissions rates
from all of the registrant’s stationary and mobile refrigerant sources (i.e., individual retail locations, distribution
centers, and commercial fleets), where the individual annual emissions rate as a percentage is calculated as:

e The amount of refrigerant emitted over the period of one year divided by the “system refrigerant
charge,” multiplied by 100.

e The amount of refrigerant emitted over the period of one year is equal to the amount of refrigerant
charge lost from the store's commercial refrigeration equipment.

e  "System refrigerant charge” is defined as the total weight, in pounds, of refrigerants that are charged
into a store, distribution center, or a fleet's commercial refrigeration equipment.

Additional References

EPA Green Chill Store Certification Program Guidance
EPA Ozone Layer Protection Glossary
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Energy & Fleet Fuel Management

Description

Food retailer and distributor companies operate retail and distribution facilities that consume significant amounts of
energy, particularly purchased electricity. Food retail and distribution facilities are typically more energy-intensive than
other types of commercial spaces. Energy is used primarily for refrigeration, heating, ventilation, and air-conditioning
(HVAC) and for lighting. Additionally, many operators in this industry own transportation fleets powered by fossil
fuels. Fossil fuel-based electricity production and transportation fuel consumption contribute to environmental
impacts including air pollution and climate change. Although use of purchased electricity is unlikely to present direct
regulatory risks, it could have a financial effect on company value through its impact on operating costs. Conversely,
energy efficiency and fuel efficiency can lower operating costs and generate financial benefits given the industry’s

narrow profit margins.

Accounting Metrics

€NO401FB0401-04. Operational energy consumed, percentage grid electricity, percentage renewable
energy

.16 The registrant shall disclose its total operational energy consumption from all sources as an aggregate figure in
gigajoules or their multiples.

e The scope includes energy purchased from sources external to the registrant or produced by the
registrant itself (self-generated).

e The scope includes only energy consumed by entities owned or controlled by the registrant.

e The scope includes energy from all sources, including purchased electricity and heating, cooling, and
steam energy.

e The scope of disclosure excludes fuel that is consumed by the registrant’s fleet vehicle operations.

.17 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.18 The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy

consumption.
.19 The registrant shall disclose renewable energy consumption as a percentage of its total energy consumption.

.20 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid

electricity.
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e For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired
on behalf of the registrant in order for the registrant to claim them as renewable energy.

e  For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.

e The renewable portion of the electricity grid mix that is outside of the control or influence of the
registrant is excluded from disclosure.28

e Renewable energy is defined as energy from sources that that are replenished at a rate greater than or
equal to their rate of depletion, consistent with EPA definitions, such as geothermal, wind, solar,
hydro, and biomass.

.21 For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is limited to
the following:

e Energy from hydro sources that are certified by the Low Impact Hydropower Institute or that are
eligible for a state Renewable Portfolio Standard.

e Energy from biomass sources is limited to that from materials certified to a third-party standard (e.g.,
Forest Stewardship Council, Sustainable Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered “eligible renewables” according to
the Green-e Energy National Standard Version 2.5 (2014), and materials that are eligible for a state
Renewable Portfolio Standard.

.22 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the
use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (for energy data including
electricity from solar or wind energy).

€NO401FB0401-05. Fleet fuel consumed, percentage renewable

.23 The registrant shall disclose total fuel consumption by fleet vehicles as an aggregate figure in gigajoules or their
multiples.

e The scope includes fuel consumed by vehicles owned or operated by the registrant.
e The scope excludes fuel consumed in the transportation of the registrant’s goods by third parties.

.24 The registrant shall disclose the actual amount of fuel that its vehicles consumed rather than a figure based on
the design parameters of the vehicles (i.e., rated fuel economy multiplied by vehicle miles traveled).

.25 The registrant shall disclose renewable fuel consumption as a percentage of its total fuel consumption.

28 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid.
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e Renewable fuel is defined, consistent with U.S. EPA’s Renewable Fuel Standard (40 CFR Section
80.1401), as a fuel that meets the following requirements:

Fuel that is produced from renewable biomass.

Fuel that is used to replace or reduce the quantity of fossil fuel present in a transportation fuel, heating
oil, or jet fuel.

Fuel that has lifecycle GHG emissions that are at least 20 percent less than baseline lifecycle GHG
emissions, unless the fuel is exempt from this requirement pursuant to §80.1403.

.26 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),

also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental

Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

.27 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the

use of HHVs for fuel usage (including biofuels).

.28 The registrant may choose to disclose the number of vehicles in its fleet that are not powered by petroleum or

diesel as well as the vehicle types (including, but not limited to, electric vehicles and liquefied natural gas (LNG)

vehicles).
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Food Waste Management

Description

The Food Retailers & Distributors industry generates food waste at various stages of operation. Food waste includes
edible or otherwise useful food that does not reach consumers, as well as foods that spoil or are damaged during
transportation or stocking or while on store shelves. Food loss and waste represent a loss of resources used in food
production, which include land, water, labor, energy, and agricultural chemicals, as well as contribute to food
insecurity. Additionally, food waste can generate GHG emissions during landfill decomposition. Effective food waste
management can present financial opportunities to reduce costs associated with inventory loss, as well as help
improve food security by more efficiently diverting food resources to beneficial purposes.

Accounting Metrics

€NO401FB0401-06. Amount of food waste generated, percentage diverted from the waste stream

.29 The registrant shall calculate the aggregate amount of food waste generated, in metric tons, at all of its retail
locations, where:

e Food waste is defined as food and inedible parts for which the registrant has no further use and which
would otherwise be discarded or released into the environment

= Food is defined per the global Food Loss & Waste Protocol Accounting & Reporting Standard (hereafter
“FLW Standard”) as any substance, whether processed, semi-processed, or raw, that is intended for
human consumption, including drinks, chewing gum, and any substance that has been used in the
manufacture, preparation, or treatment of food.

= Inedible parts are defined per the FLW Standard as the components associated with a food in a
particular food supply chain that the registrant does not intend for human consumption.

e The scope includes any food-grade wastes associated with food or the manufacture, preparation,
treatment, processing, and cooking of food, including cooking oil.

e The scope of food waste includes donations of food (e.g., food donated to social service agencies
and/or charitable organizations) that is safe for human consumption but is no longer able to be sold.

e The scope excludes cosmetics, tobacco, or substances used only as drugs.
e The scope excludes waste from food that is taken off-site by customers.
e The scope excludes packaging materials, such as boxes, wrapping, or plastic containers.

= Where packaging is not separated from food prior to its disposal, the registrant shall obtain an estimate
for the amount of food waste exclusive of the packaging material based on the FLW Standard.

.30 The registrant may choose to additionally disclose the weight of food waste that is comprised of inedible parts.
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e Should the registrant choose to disclose the amount of inedible parts separately from the amount of
food, the registrant should quantify these two material types according to the FLW Standard which
provides guidance on separating and categorizing material types, and guidance on quantifying material
types (food and inedible parts) separately.

e The registrant should describe the sources or frameworks that were used to categorize a material as
food or as associated inedible parts, including any assumptions used to define whether a material was
“intended” for human consumption or not, as well as whether estimates were made to separately
guantify the food (or associated inedible parts), the approach used, all conversion and proxy factors,
and related sources.

.31 The percentage diverted shall be calculated as the total weight of food waste that has been diverted from the
waste stream divided by the total weight of food waste generated, where food waste is considered diverted if it
has been removed from the food supply chain but:

Donated to social service agencies and/or charitable organizations;

= The registrant may choose to disclose the percentage of the total food waste generated that was
donated.

e Used as feed for animals (directly or after processing);

e Converted for use in bio-based industrial products such as fibers for packaging material, bioplastics, or
raw material to make biodiesel, soaps, or cosmetics;

e Broken down via bacteria in the absence of oxygen to generate biogas and nutrient-rich matter (i.e.,
codigested);

e Broken down via bacteria in oxygen-rich environments to be used as soil amendment (i.e., composted);

e Converted via microbes into alcohols in the absence of oxygen to produce metabolic waste products
(i.e., fermented);

e Applied to land through spreading, spraying, injecting, or incorporating onto or below the surface of
land; and/or

e Leftin afield or tilled into the soil.
.32 For the purposes of this disclosure, cooking oil that is recycled for energy use is considered diverted.

.33 For the purposes of this disclosure, the following disposal methods are not considered to be diversion from the

waste stream:

e Landfilling, which is defined as sending material to an area of land or an excavated site that is
specifically designed and built to receive wastes.
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e Incineration, including for energy recovery, which is defined as combusting solid and liquid material in
controlled incineration facilities. Energy recovery is defined as the use of combustible waste as a means
to generate energy through direct incineration, with or without other waste, but with recovery of the
heat.

e Open burning, which is defined as burning in the open without a chimney or a stack.

e Dumping to land or sea, which is defined as abandoning material on land or disposing in the sea,
including open dumps.

e Disposal via sewer and wastewater treatment plants, which is defined as sending material down the
sewer, with or without processing or treatment first. Sewage may go to an advanced wastewater
treatment plant or be discharged without processing.

.34 Materials sent for further recycling include those materials that are transferred to a third party for the express
purpose of reuse, recycling, or refurbishment.

.35 The scope of recycled and remanufactured products includes primary recycled materials, co-products (outputs of
equal value to primary recycled materials), and by-products (outputs of lesser value than primary recycled
materials).

.36 The registrant shall use the requirements of the FLW Standard to describe the quantification methods used to
calculate the amount of food waste, the amount of food waste diverted from the waste stream, and other
approaches used (e.g., for calculating the inedible proportion, excluding packaging, sampling, and/or scaling up
of the data).

Additional References

Food Loss & Waste Protocol Accounting and Reporting Standard coordinated by World Resources Institute (WRI) in

collaboration with the Consumer Goods Forum (CGF), Food and Agriculture Organization of the United Nations
(FAO), FUSIONS, UNEP, the World Business Council for Sustainable Development (WBCSD), and WRAP.
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Data Security

Description

Through electronic payment transactions and the sharing of personal financial data, food retailers establish a
relationship of trust with consumers. Data breaches can occur through breaches of the physical payment technology,
called point-of-sales breaches, as well as through attacks on cybersecurity. Data breaches that result in the theft or
loss of customers’ private data can undermine their trust in a company'’s ability to securely manage their data. This
loss of confidence could result in reduced customer foot traffic, lower revenues, and diminished brand value. Retailers

with strong technological and managerial systems to avoid and respond to data breaches can position themselves

favorably with customers and reduce potential litigation and costs associated with data breaches.

Accounting Metrics

€NO401FB0401-07. Discussion of management approach to identifying and addressing data security risks

.37 The registrant shall identify vulnerabilities in its information systems that pose a data security threat, where:

A data security threat is defined as any circumstance or event with the potential to adversely impact
organizational operations (including mission, functions, image, or reputation), organizational assets,
individuals, other organizations, or the nation through an information system via unauthorized access,
destruction, disclosure, modification of information, and/or denial of service.

Vulnerability is defined as a weakness in an information system, system security procedures, internal
controls, or implementation that could be exploited by a data security threat source.

.38 The registrant shall describe how it addresses the threats and vulnerabilities it has identified, including, but not
limited to, operational procedures, management processes, selection of business partners, employee training,

or use of technology.

.39 The registrant should discuss trends it has observed in type, frequency, and origination of attacks to its data

security and information systems.

.40 Disclosure shall be additional but complementary to the disclosure of preparation, detection, containment,
and post-incident activity according to the SEC’'s CF Disclosure Guidance: Topic No. 2, Cybersecurity.

At a minimum, this includes disclosing when the costs or other consequences associated with one or
more known incidents—or the risk of potential incidents—represents a material event, trend, or
uncertainty that is reasonably likely to have a material effect on the registrant’s results of operations,
liquidity, or financial condition or would cause reported financial information to not necessarily be
indicative of future operating results or financial condition (e.g., reduced revenue, increased
cybersecurity protection expenditure, litigation costs, etc.).

41 All disclosure shall be sufficient such that it is specific to the risks the registrant faces, but disclosure itself will

not compromise the registrant’s ability to maintain data privacy and security.
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42 The registrant may choose to describe the degree to which its management approach is aligned with an
external standard or framework for managing data security, such as:

e ISO/IEC 27001:2013—Information technology—Security techniques—Information security management
systems—Requirements

e  “Framework for Improving Critical Infrastructure Cybersecurity, Version 1.0,” February 12, 2014,

National Institute of Standards and Technology (NIST)

€NO401FB0401-08. Number of data security breaches, percentage involving customers’ personally
identifiable information (Pll), number of customers affected

.43 The registrant shall calculate and disclose the total number of data security breaches, which are defined as
instances of unauthorized acquisition, access, use, or disclosure of protected information.

44 The scope of disclosure shall be limited to data security breaches, cybersecurity risks, and incidents that
resulted in the registrant’s business processes deviating from its expected outcomes for confidentiality,
integrity, and availability.

e The scope of disclosure shall include incidents of unauthorized acquisition or acquisition without valid
authorization, resulting from deficiencies or failures of people, processes, or technology.

e The scope of disclosure shall exclude disruptions of service due to equipment failures.

45 The registrant shall disclose the percentage of data security breaches in which customers’ personally
identifiable information (PIl) was breached, where:

e Pllis defined as any information about an individual that is maintained by an entity, including (1) any
information that can be used to distinguish or trace an individual’s identity, such as name, Social Security
number, date and place of birth, mother’s maiden name, or biometric records; and (2) any other
information that is linked or linkable to an individual, such as medical, educational, financial, and
employment information.?

e The scope of disclosure is limited to breaches in which customers were notified of the breach, either as
required by state law or voluntarily by the registrant.

e Disclosure shall include incidents in which encrypted data were acquired with an encryption key that was
also acquired.

e The registrant may delay disclosure if a law enforcement agency has determined that notification
impedes a criminal investigation until the law enforcement agency determines that such notification
does not compromise the investigation.

2 privacy: Alternatives Exist for Enhancing Protection of Personally Identifiable Information, GAO Report 08-536, May 2008.
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46 The registrant shall disclose the total number of customers who were affected by data breaches, which
includes all those whose personal data was compromised in a data breach.

.47 Disclosure shall be additional but complementary to the SEC’s CF Disclosure Guidance: Topic No. 2,
Cybersecurity.

e At aminimum, this includes instances in which the costs or other consequences associated with one or
more known incidents—or the risk of potential incidents—represents a material event, trend, or
uncertainty that is reasonably likely to have a material effect on the registrant’s results of operations,
liquidity, or financial condition, or would cause reported financial information to not be necessarily
indicative of future operating results or financial condition (e.g., theft of intellectual property, reduced
revenue, increased cybersecurity protection expenditure, litigation costs, etc.).

Note to €NO401FB0401-08

48 The registrant shall describe the corrective actions taken in response to specific incidents, such as changes in
operations, management, processes, products, business partners, training, or technology.

.49 All disclosure shall be sufficient such that it is specific to the risks the registrant faces, but disclosure itself will
not compromise the registrant’s ability to maintain data privacy and security.

.50 The registrant should disclose its policy for disclosing data breaches to affected customers in a timely manner.
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Food Safety

Description

Maintaining product quality and safety is crucial for this consumer-facing industry, as contamination by pathogens,
hazardous substances, or spoilage can present human health risks. Contamination can occur at any stage in the food
value chain, including food production, processing, transportation, distribution, and retailing. While food retail
companies may not be directly responsible for a given food safety incident, they may ultimately be held accountable
by consumers and can experience financial ramifications, damage to brand value, lower revenues, and increased costs
associated with recalls, lost inventory, or litigation. Measures to prevent spoilage and contamination include
temperature control, frequent food inspection, and supplier selection.

Accounting Metrics

€NO401FB0401-09. High-risk food safety violation rate

.51 The registrant shall disclose the rate at which high-risk food safety violations occur, calculated as the total
number of inspected locations that received any high-risk violations during the fiscal year divided by the total
number of food safety inspections that were conducted at the registrant’s retail locations and distribution

centers during the fiscal year, where:

e High-risk violations are defined as violations that, if left uncorrected, directly relate to the transmission
of foodborne illnesses, the adulteration of food products, and/or the contamination of food-contact
surfaces. High-risk violations are also known as “critical” violations.

e The scope includes food safety inspections conducted by local health departments, state health
departments, or other relevant agencies that govern food safety at retail locations and distribution

center warehouses.

.52 The registrant should disclose the number of U.S. Department of Agriculture (USDA) or Food and Drug
Administration (FDA) notices of violation (NOV) it received at its retail locations or distribution centers.

e USDA NOVs include, but are not limited to, product withholdings and suspensions, Notice of Warning,
and regulatory control actions. A listing of USDA NOVs is available here.

e FDA NOVs include, but are not limited to, Untitled Letters, Warning Letters, Section 305 Notices
(Citations), or Administrative Detention. A database for FDA Warning Letters is available here, Untitled
Letters are available here, and a listing of Section 305 Notices and Administrative Detentions can be
requested through the Freedom of Information Act here.

€NO401FB0401-10. Number of food-safety-related recalls, number of units recalled, percentage for private-
label products

.53 The registrant shall disclose the total number of food-safety-related recalls, including those that were initiated
voluntarily by the registrant or at the request of the FDA, where:
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.54

.55

.56

.57

e Food-safety-related recalls are defined as removal or correction of a marketed product that occurs
when there is reason to believe that a food may cause consumers to become ill, and that the FDA
considers to be in violation of the laws it administers and against which the agency would initiate legal
action.

= Removal means the physical removal of a device from its point of use to some other location for repair,
modification, adjustment, relabeling, destruction, or inspection.

=  Correction means repair, modification, adjustment, relabeling, destruction, or inspection of a product
without its physical removal to some other location.

e The scope includes all food-safety-related recalls, whether initiated by the FDA (or other government
agency) or voluntarily by the registrant.

e The scope of recalls excludes market withdrawals, which are defined as a registrant’s removal or
correction of a distributed product that involves a minor violation that would not be subject to legal
action by the FDA or that involves no violation (e.g., normal stock rotation practices).

The registrant shall disclose the total number of units of food product that were subject to a recall during the
fiscal year.

The registrant shall disclose the percentage of the total number of units recalled that were for private-label
products.

e  Private-label products include store-brand products packaged for sale with the retailer's name, whether
manufactured by the retailer or by another manufacturer.

The registrant may choose to disclose, in addition to the total number of food-safety-related recalls, the
percentage of recalls that were (1) voluntarily, (2) FDA requested and (3) FDA mandated.

The registrant may choose to disclose the percentage of the total number of units recalled that were part of
Class | recalls, where Class | recalls is defined as a situation in which there is a reasonable probability that the use
of, or exposure to, a violative product will cause serious adverse health consequences or death.

Note to €NO401FB0401-10

.58

.59

The registrant shall discuss notable recalls such as those that affected a significant number of customers or those
related to serious illness, injury, or fatality.

For such recalls, the registrant should provide:

e Description and cause of the recall issue
e The total amount or units of the item recalled
e The registrant’s cost to remedy the issue (in U.S. dollars)

e Whether the recall was initiated voluntarily by the registrant or at the request of the FDA

© SASB 2017 ™ SUSTAINABILITY ACCOUNTING STANDARD |[FOOD RETAILERS & DISTRIBUTORS | 240



e Corrective actions

Any other significant outcomes (e.g., legal proceedings or customer fatalities)

Additional References

In the U.S., food safety is regulated by the CDC, the FDA, the USDA, and local public health departments. Local laws

regulate the frequency and content of inspections, and therefore the specific definitions of a high-risk violation may
vary.
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Product Health & Nutrition

Description

Increasing consumer awareness of food content and nutritional value, and the impact these can have on health, is
shaping the industry’s competitive landscape. Demand for food products that are made with natural (nonsynthetic)
ingredients or that are certified to be organic, low-fat, low-sugar, fresh, or made without genetically modified
organisms (GMOs) has driven industry growth in recent years. Although the links between consumer health and
certain foods, such as those that are genetically modified, are not well established, consumers have nonetheless
shown preferences for food categories that are perceived to be healthier. Food retailers recognize the risks and
opportunities presented by consumers’ shifting preferences, and diverse products with improved health attributes are
now offered at most retail stores.

Accounting Metrics

€NO401FB0401-11. Revenue from products labeled and marketed to promote health and nutrition
attributes

.60 The registrant shall disclose the total revenue, in U.S. dollars, received from the sale of its products that are
labeled and/or marketed to promote health and nutrition attributes, where:

e Products that are labeled to promote health and nutrition attributes contain labels and other written,
printed, or graphic matter on the article itself, on any containers and wrappers, or otherwise
accompanying the article, consistent with the definition of labeling provided by 21 U.S.C. § 321(m),
that promote health and nutrition attributes.

e Consistent with the American Marketing Association’s definition of marketing, products are considered
to be marketed to promote health and nutrition attributes when the registrant communicates, delivers,
and exchanges offerings that promote the product’s health and nutrition attributes.

.61 A product shall also be considered to be within the scope of disclosure if its labeling or marketing contains
claims that:

e Additives (e.g., artificial sweeteners, colors, preservatives, and industrially produced trans fats) have
been eliminated.

e Fat, saturated fat, sodium, and cholesterol are equal to or less than the requirements for the use of the
term “healthy” and related terms as prescribed by the FDA’s Food Labeling Guide, available here.

e  Beneficial nutrients (e.g., vitamins A and C, calcium, iron, protein, and fiber) meet or exceed the
requirements for the use of the term “healthy” and related terms as prescribed by the FDA's Food
Labeling Guide, available here.

e Relative claims, such as “light,” “reduced,” or “less” can be made regarding the product’'s added
sugar content, consistent with the FDA's Food Labeling Guide, available here.

.62 The scope excludes products that are organic, GMO-free, and gluten-free.
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€NO401FB0401-12. Description of the process to identify and manage products and ingredients of concern
and emerging dietary preferences

.63 The registrant shall discuss its process to identify and manage products and ingredients of consumer, academic,
non-governmental, regulatory, or other concern in the products it sells, including, but not limited to, the use of
additives, portion sizes, and product content certifications.

.64 The registrant shall discuss efforts to identify health concerns, the products related to those health concerns, and
resulting risks, including those associated with the use of artificial colors, flavors, sweeteners, preservatives, and
other ingredients or additives as described by the FDA (available here), if applicable.

e Relevant efforts to discuss include, but are not limited to, risk assessments, participation in long-term
health studies, completion of toxicological screens, procedures for receiving and reviewing consumer
concerns, labeling of novel food items, and phasing out, substituting, or using alternative materials for
ingredients of concern.

e The scope of disclosure shall focus on food ingredients, additives, and novel foods, but should include
potential synergistic effects of ingredients or products as relevant.

.65 The registrant shall describe how identified concerns are managed and risks are communicated.

e The registrant may choose to discuss implementation of relevant food-ingredient and additive
standards, such as those under the CODEX Alimentarius International Food Standards of the Food and
Agriculture Organization (FAO) and the World Health Organization (WHO) (available here) as a strategy
to manage ingredients and products of concern.

.66 The registrant shall discuss the use of portion control, efforts taken to improve the nutritional content of the
products it sells, and/or other measures taken to address consumer concerns, trends, and preferences.

e The registrant may choose to discuss whether strategies are related to or associated with a formal
health and nutrition initiative or strategy (e.g., WHO Global Strategy on Diet, Physical Activity and
Health, Healthy Weight Commitment Foundation, or the Alliance for a Healthier Generation), including
regional, national, international, or industry-specific programs.

.67 The registrant shall discuss its use of certification programs that address consumer concerns and preferences
over ingredients, additives, and potential allergens, where such certifications include, but are not limited to:

e USDA Organic
e Non-GMO Project Verified
e Certified Gluten-Free

.68 The registrant should discuss any significant complaints it received related to its products’ ingredients, such as
those resulting in lawsuits or relating to products and/or ingredients of consumer concern, and any efforts to
mitigate the related future risks.
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Product Labeling & Marketing

Description

Communication with consumers through product labeling and marketing is an important facet of food retail. The
accuracy and depth of information presented in food labeling is of growing importance to shoppers and regulators
alike. The sale of private-label products manufactured for food retail companies makes product labeling and
marketing especially relevant. Consumers today expect more detailed information about product ingredients and
production methods, including genetically modified content, and this information can inform purchasing decisions.
These issues can affect the competitive landscape of the industry, as companies may be subject to litigation or
criticism resulting from making misleading statements or failing to adapt to consumer demand for increased labeling
transparency. These factors can have an impact on companies’ brand value and revenue growth. Additionally,
regulations addressing the accurate labeling of products and their ingredients present the risk of penalties or litigation
for food retail companies.

Accounting Metrics

€NO401FB0401-13. Notices of violations received for non-conformance with regulatory labeling and/or
marketing codes

.69 The registrant shall disclose the number of notices it has received that substantiate a violation of product
labeling- and/or marketing-related regulatory code(s), statute(s), or other requirement(s).

e Alabeling- and/or marketing-related non-conformance, consistent with the United States Fair
Packaging and Labeling Act (Title 15, Chapter 39) and the Federal Trade Commission (FTC) Act (Title
15 Chapter 2), includes products with labels that are misbranded or use deceptive acts of advertising.

e Incidences include, but are not limited to, the FDA’s Untitled Letters, Warning Letters, or foreign
equivalents as well as the FTC's cease-and-desist orders, civil penalties, corrective advertising remedies,
or foreign equivalents.

e A database of Warning Letters is available here, and Untitled Letters are available here.
e The scope includes marketing for all products and labeling of the registrant’s private-label products.

e  Private-label products include store-brand products packaged for sale with the retailer's name, whether
manufactured by the retailer or by another manufacturer.

.70 The scope of disclosure includes instances of non-conformance with regulations including, but not limited to,
the following:

e The Federal Food and Drugs Act of 1906 (Title 21, Chapter 1)
e The Federal Food, Drug, and Cosmetic Act (Title 21, Chapter 9)

e The Fair Packaging and Labeling Act (Title 15, Chapter 39)
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e The Federal Trade Commission Act (Title 15, Chapter 2)
e Other U.S. state or federal and foreign regulations, as enacted

.71 The registrant may choose to disclose any other non-conformances with third-party, industry, or internal codes
for labeling and/or marketing.

€NO401FB0401-14. Amount of legal and regulatory fines and settlements associated with food marketing
and/or labeling

.72 The registrant shall disclose the amount (excluding legal fees), in U.S. dollars, of all fines or settlements
associated with marketing and/or labeling practices, such as those related to enforcement of U.S. laws and
regulations on nutrient content claims, health claims, other unfair or deceptive claims, and/or misbranded
labeling, including violations of the Federal Food and Drugs Act of 1906 and the Nutrition Labeling and
Education Act of 1990, among others.

.73 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).

Note to €NO401FB0401-14

.74 The registrant shall briefly describe the nature (e.g., quilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., nutrient content claims, health claims, misbranded labeling, etc.) of fines and
settlements.

.75 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in practices, management, codes, products, or training.

€NO401FB0401-15. Revenue from products labeled as (1) containing genetically modified organisms
(GMOs) and (2) non-GMO

.76 The registrant shall disclose its revenue (in U.S. dollars) from products that are labeled as (1) containing GMOs
and (2) free of GMOs, where:

e GMOs are defined as organisms, with the exception of human beings, in which the genetic material
has been altered in a way that does not occur naturally by mating and/or natural recombination,
consistent with E.U. Directive 2001/18/EC.

e The scope of disclosure includes all products offered for sale by the registrant.

.77 The registrant should disclose the revenue from its products that are labeled as (1) containing GMOs and (2)
non-GMO in markets subject to GMO labeling regulation, including, but not limited to:

e Maine HP 0490 LD 718;

e VermontH. 112 Act 0120;
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Connecticut House Bill 6527;

E.U. Directive 2001/18/EC;

Regulation EC 1829/2003; or

Other U.S. state or federal regulation, as enacted.

.78 For the purposes of this disclosure, products that are third-party certified to standards for which non-GMO is
inherent to the certification (such as USDA Organic certification) shall be considered to be labeled “non-GMO."
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Fair Labor Practices

Description

The Food Retailers & Distributors industry employs many low-wage workers, including women and minorities. Low
average wages in the industry, which help companies maintain low prices for products, may result in labor-related
risks. Worker dissatisfaction with wages and benefits, combined with high unionization rates, have led to employee
strikes at major food retail companies, resulting in business disruption. Additionally, companies in the industry have
been involved in gender and racial discrimination cases, sometimes resulting in costly financial settlements. Companies
may benefit from a taking a long-term perspective on managing workers, including their pay and benefits, in a way
that protects workers’ rights and enhances their productivity while strengthening the company’s reputation and brand

value.

Accounting Metrics

€NO401FB0401-16. Average hourly wage and percentage of in-store employees earning minimum wage

.79 The registrant shall disclose the average hourly wage, in U.S. dollars, for in-store and distribution center

employees.

e In-store employees are classified in the Bureau of Labor Statistics (BLS) Standard Occupation
Classification under the Food and Beverage Stores subsector (NAICS 445) and includes butchers and
meat cutters; cashiers; first-line supervisors/managers of retail sales workers; food preparation workers;
and stock clerks and order fillers.

e Distribution center employees are classified in the Bureau of Labor Statistics (BLS) Standard Occupation
Classification under the Warehousing and Storage subsector (NAICS 493) and includes industrial truck
and tractor operators; laborers and freight, stock, and material movers; shipping, receiving, and traffic
clerks; stock clerks and order fillers; and transportation, storage, and distribution managers

e The scope of disclosure excludes corporate employees.

.80 The average hourly wage is calculated as the total in-store and distribution center employee wages, excluding
overtime wages, for the fiscal year, divided by the number of hours worked, excluding overtime hours, by in-
store and distribution center employees during the fiscal year.

.81 The registrant shall disclose the percentage of in-store and distribution center employees that earn minimum

wage, where:
e Minimum wage is defined as the local minimum wage applicable for each worker.

e  For countries or regions with no minimum wage requirement, the 10th percentile hourly wage, in U.S.
dollars, of all wage earners in that country or region shall be used for this disclosure, including for the
calculation of the percentage of staff that earns minimum wage and the calculation of the average

prevailing minimum wage.
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.82 The registrant shall disclose the minimum wage for each geographic region for which it conducts segment
financial reporting.

.83 The registrant should discuss the sensitivity of its costs and profit margins to future adjustments in minimum
wage, including:

e The likelihood of a minimum wage increase in the regions where the registrant operates, and the
regions in which this is more likely to occur.

e The percentage of its current retail and distribution center employees whose salaries are near the
current minimum wage, and whose salaries may necessitate an increase given a change in minimum
wage regulations.

e The magnitude of the financial impact that a minimum wage increase would likely have on the
registrant.

€NO401FB0401-17. Percentage of active workforce covered under collective bargaining agreements

.84 The registrant shall disclose the percentage of its employees in the active workforce who were covered under
collective bargaining agreements during any part of the fiscal year, where:

e Active workforce is defined as the maximum number of unique employees employed at any time
during the fiscal year.

e The scope includes all employees employed by the registrant, including full-time, part-time, and
temporary employees.

€NO0401FB0401-18. Number and total duration of work stoppages

.85 The registrant shall disclose the number of work stoppages and total duration, in worker-days idle, of work
stoppages involving 1,000 or more workers and lasting one full shift or longer.

e Worker-days idle is calculated as the product of days idle and number of employees involved.

.86 The scope of disclosure includes work stoppage due to disputes between labor and management, including
strikes and lockouts.

Note to €NO401FB0401-18

.87 The registrant shall describe the reason for each work stoppage (as stated by labor), the impact on operations,
and any corrective actions taken as a result.

€NO0401FB0401-19. Amount of legal and regulatory fines and settlements associated with (1) labor law
violations and (2) employment discrimination

.88 The registrant shall disclose separately the amount (excluding legal fees) of all fines or settlements associated
with labor law violations and the amount associated with employment discrimination violations, including, but
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not limited to, violations of the Fair Labor Standards Act, such as those relating to wages, work hours, overtime,
and meal and rest breaks.

e Employment discrimination includes discrimination on the basis of age, disability, compensation,
genetic information, harassment, national origin, pregnancy, race/color, religion, retaliation, sex, and
sexual harassment, and is prohibited by the laws enforced by the U.S. Equal Employment Opportunity
Commission (EEOC), including the Age Discrimination in Employment Act (ADEA), the Americans with
Disabilities Act, the Rehabilitation Act, the Equal Pay Act of 1963, Title VII of the Civil Rights Act of
1964, the Genetic Information Nondiscrimination Act (GINA), and the Pregnancy Discrimination Act
(PDA).

.89 Disclosure shall include civil actions (e.qg., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).

Note to €NO401FB0401-19

.90 The registrant shall briefly describe the nature (e.g., quilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., improper working conditions, unfair compensation, etc.) of fines and settlements.

.91 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in operations, management, processes, products, business
partners, training, or technology.
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Management of Environmental & Social Impacts in the Supply
Chain

Description

Food retailers and distributors source merchandise from the agricultural sector and processed foods manufacturers.
These suppliers face a myriad of sustainability-related challenges that include resource conservation, water scarcity,
animal welfare, fair labor practices, and climate change. These are issues that, when poorly managed, can affect the
price and availability of food. Additionally, consumers are increasingly concerned with the production methods,
origins, and externalities associated with the foods they purchase, which may affect a company’s reputation. Many of
these products are prepackaged, and more efficient packaging can help reduce transportation costs. Companies that
can address product supply risks by assessing and engaging with suppliers, implementing sustainable sourcing
guidelines, and enhancing supply chain transparency will likely be better positioned to protect shareholder value.

Accounting Metrics

€NO0401FB0401-20. Discussion of strategy to manage environmental and social risks within the supply chain

.92 The registrant shall discuss its strategy to manage environmental and social risks that are present within its food
and food products supply chain, where environmental and social supply chain risks may include:

e Impacts on crop and livestock production due to climate change (e.g., changing temperatures, water
stress, etc.) that may affect cost and availability of produce, meat, poultry, dairy, and processed foods
products;

e Animal feed price increases resulting from environmental and social factors and/or tightening
environmental regulations that may have price impacts on meat, poultry, and dairy;

e  Fuel economy regulation that could result in increased transportation costs;

e Labor rights and immigration reforms that affect food prices and availability;

e International trade barriers and/or varying levels of food safety oversight in a global market;
e Limits on harvesting of fish that could affect the supply of seafood products; and/or

e Animal welfare, human rights, or related supply chain incidents that may result in reputational
damage.

.93 The registrant should identify which products or product lines present risks to its operations, the risks that are
represented, and the strategies the registrant uses to mitigate such risks.

.94 The registrant shall discuss its approach to managing its environmental and social supply chain risks and
mitigating constraints, which may include screening, codes of conduct, audits, and/or certifications, among
other strategies.
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e For environmental risks, relevant strategies to discuss include the diversification of suppliers, supplier
training programs on environmental best management practices, and audits or certifications of
suppliers’ environmental practices.

e For social risks, relevant strategies to discuss include supplier engagement on labor and human rights
issues and maintenance of a supply chain code of conduct.

€NO401FB0401-21. Revenue from products third-party certified to an environmental and/or social
sustainability sourcing standard

.95 The registrant shall disclose its revenue, in U.S. dollars, from products third-party certified to environmental or
social sustainability criteria, where a product is considered to meet these criteria if:

e It has achieved certification through a government program, such as USDA Organic or other federal
certifications.

e It has achieved certification to a third-party environmental or social sustainability standard, including,
but not limited to, those covering the protection of natural resources, fair treatment of workers and
community, food quality and safety, sustainable agriculture and production, and resource efficiency.

e It has achieved a certification relating to animal welfare, such as Animal Welfare Approved, Global
Animal Partnership, Certified Humane, and Humane Farm Animal Care.

.96 Food-sourcing standards that encompass environmental and/or social criteria include, but are not limited to,
those for dairy products, palm oil, beef, poultry, seafood, fruit, processed foods, and coffee, such as the
following certification programs:

e Marine Stewardship Council

e  Global Aquaculture Alliance’s (GAA) Best Aquaculture Practice (BAP)

e International Seafood Sustainability Foundation

e Roundtable on Sustainable Palm Qil (RSPO)

e Roundtable on Responsible Soy (RTRS)

e Rainforest Alliance Certified (for bananas, cattle, cocoa, coffee, palm oil, and tea)
e UTZ Certified (for coffee, cocoa, and tea)

e Fair Trade Certified

e USDA Certified Organic

e  Certified Naturally Grown

e American Grassfed Certified Beef
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e SA8000

.97 The registrant should disclose, on a percentage of revenue basis, the standards to which its products are
certified, including the following where relevant:

e A breakdown of the certifications by product category (e.g., meat, produce, packaged goods, etc.)

= A product category is defined as a particular group of related products that offer a similar general
functionality.

e A breakdown by certification type (i.e., based on the topic or scope of the standard), where
certification types can include animal welfare, working conditions, organic, sustainable fishing or
harvesting, etc.

€NO401FB0401-22. (1) Percentage of eggs sold from cage-free sources and (2) percentage of pork sold from
gestation-crate-free sources

.98 The registrant shall disclose the percentage (by revenue) of eggs sold from cage-free sources as the revenue
from eggs sold from cage-free sources divided by the total revenue from eggs sold, where:

e Eggs from cage-free sources include those laid by hens that have sufficient space to bathe and forage
freely and are not confined in battery cages or other aviary systems designed to confine birds.

.99 The registrant shall disclose the percentage (by revenue) of pork sold from gestation-crate-free sources as the
revenue from pork sold from gestation-crate-free sources divided by the total revenue from pork sold, where:

e Pork from gestation-crate-free sources includes pork from pigs that were not confined by individual
crates that prevent them from turning around during pregnancy.

Note to €NO401FB0401-22
.100  Disclosure shall include a description of any additional animal welfare standards used by the registrant.

101 The registrant shall describe its animal welfare standards, where animal welfare standards include policies for
cattle, hog, and poultry conditions, including:
e Animal treatment and handling
e Housing and transportation conditions
e Slaughter facilities and procedures
e Use of antibiotics and hormones

.102  Animal welfare standards can include certifications for animal treatment conditions (such as whether animals
are free of cages, gestation crates, hormones, and antibiotics), such as Animal Welfare Approved, Global Animal
Partnership, Certified Humane, and Humane Farm Animal Care.

€NO401FB0401-23. Description of strategies to reduce the environmental impact of packaging
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103 The registrant shall discuss its strategies to reduce the environmental impacts of packaging, such as
optimizing packaging weight and volume for a given application, or using alternative materials, including those
that are renewable, recycled, recyclable, or compostable.

.104  Relevant disclosure may include, but is not limited to, the following:

e Design innovations, including strategies to optimize the amount of material used; packaging weight,
shape, and size; product-to-package ratio; cube utilization; and void fill.

e Implementation of the “Essential Requirements” in Article 9, Annex Il of the E.U. Directive on
Packaging and Packaging Waste (94/62/EC), which includes minimization of packaging weight and
volume to the amount needed for safety, hygiene, and consumer acceptance of the packed product;
minimization of noxious or hazardous constituents; and suitability for reuse, material recycling, energy
recovery, or composting.

e Performance on the Global Protocol on Packaging Sustainability 2.0 metrics for Packaging Weight and

Optimization and/or Assessment and Minimization of Substances Hazardous to the Environment.

.105  The registrant should discuss its strategies as they relate to primary, secondary, and tertiary packaging of its
private-label products as well as the packaging of products from its vendors, where:

e  Primary packaging is designed to come into direct contact with the product.

e Secondary packaging is designed to contain one or more primary packages together with any
protective materials, where required.

e Tertiary packaging is designed to contain one or more articles or packages, or bulk material, for the
purposes of transport, handling, and/or distribution. Tertiary packaging is also known as “distribution”
or “transport” packaging.

e  Private-label products include store-brand products packaged for sale with the retailer's name, whether
manufactured by the retailer or by another manufacturer.

.106  The registrant may choose to discuss its use of Life Cycle Assessment (LCA) analysis in the context of its
approach to environmental impact reduction and maximization of product efficiency, including weight reduction
and transportation efficiency.

e When discussing improvements to the environmental efficiency of packaging products, improvements
should be discussed in terms of LCA functional unit service parameters (i.e., time, extent, and quality of
function).

Additional References
Consumer Reports Greener Choices Eco-Labels

ISO 18601:2013 Packaging and the environment definitions
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RESTAURANTS
Sustainability Accounting Standard

About the SASB

The Sustainability Accounting Standards Board (SASB) was founded in 2011 as an independent standard-setting
organization. The SASB issues and maintains sustainability accounting standards for 79 industries, focusing on the subset
of industry-specific sustainability factors that are reasonably likely to have material financial impacts on companies within
that industry. Companies can use the standards to disclose material information to investors in SEC filings, including Forms
10-K, 20-F, and 8-K, as well as S-1 and S-3, in a cost-effective and decision-useful manner. The standards are designed to
help companies better comply with existing disclosure obligations, working within the framework of existing U.S. securities
laws.

The SASB Standards Board is responsible for developing and issuing the standards, maintaining technical agendas,
proposing updates to the standards, and executing the standard-setting process. The SASB staff is responsible for
performing research and engaging in consultation on the standards, supporting the work of the Standards Board.

The SASB Foundation, an independent 501(c)3 non-profit, is responsible for the funding and oversight of the SASB,
including safeguarding the SASB’s independence and integrity through due process oversight and inquiry resolution. The
SASB Foundation Board of Directors appoints members of the SASB.

About this Standard

This Standard is an exposure draft presented for public review and comment. This version is not intended for
implementation.

The public comment period lasts for 90 days, beginning on October 2, 2017, and ending on December 31, 2017. The
Standard is subject to change thereafter. SASB Standards are scheduled to be ratified by the SASB in early 2018.

For instructions on providing comments to SASB, please click here (https://www.sasb.org/public-comment).

SUSTAINABILITY ACCOUNTING
STANDARDS BOARD

1045 Sansome Street, Suite 450
San Francisco, CA 94111

www.sasb.org

The information, text, and graphics in this publication (the “Content”) is owned by the Sustainability Accounting Standards Board. All rights
reserved. You may use the Content only for non-commercial and scholarly use, provided that you keep intact all copyright and other
proprietary notices related to the Content, and that you make no modifications to the Content. The Content may not be otherwise
disseminated, distributed, republished, reproduced, or modified without the prior written permission of the Sustainability Accounting
Standards Board. To request permission, please contact us at info@sasb.org.
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Purpose & Structure

This document contains the SASB Sustainability Accounting Standard (SASB Standard) for the Restaurants industry.

SASB Sustainability Accounting Standards comprise (1) disclosure guidance and (2) accounting standards or
metrics for use by U.S. and foreign public companies in their disclosures to investors, such as in annual reports and
filings with the U.S. Securities and Exchange Commission (SEC), including Forms 10-K, 20-F, 40-F, 10-Q, 8-K and S-1
and S-3. The Standards facilitate the meaningful disclosure of sustainability information that is useful to investors in
making decisions on investments and corporate suffrage.’ The Standards reflect the fact that certain sustainability
information is important for assessing the future financial performance of an issuer, particularly over the long term.

SASB Standards identify sustainability topics that are reasonably likely to constitute material information for a
company within a particular industry. Company management is responsible for determining whether those identified
topics reflect information that is material to investors and should be disclosed in filings, based on that company’s
specific circumstances. For further details regarding the use of the SASB Standards, in particular guidance on
determinations of materiality, please see SASB’s Implementation Guide.?

SASB Standards provide companies with sustainability metrics designed to communicate performance on industry-level
sustainability topics in a concise, comparable format using existing reporting mechanisms. Companies can use the
Standards to help ensure that disclosure is reliable, decision-useful for investors, and cost-effective for issuers.

SASB Standards are intended to constitute “suitable criteria” for purposes of an attestation engagement as defined by
Paragraph .A42 of AT-C section 1057 and referenced in AT-C section 395.4 “Suitable criteria” have the following
attributes:

e  Relevance—Criteria are relevant to the subject matter.

e  Objectivity—Criteria are free from bias.

e Measurability—Criteria permit reasonably consistent measurements, qualitative or quantitative, of
subject matter.

e Completeness—Criteria are complete when subject matter prepared in accordance with them does not
omit relevant factors that could reasonably be expected to affect decisions of the intended users made
on the basis of that subject matter.

' The AICPA defines sustainability information in its Guide, Attestation Engagements on Sustainability Information (Including Greenhouse
Gas Emissions Information) (Issued July 2017), as follows: “information about sustainability matters (such as economic, environmental,
social and governance performance).” It further explains that “sustainability metrics and sustainability indicators are components of
sustainability information. Sustainability information may be nonquantitative (narrative), historical, or forward-looking.”

2 https://library.sasb.org/implementation-guide
3 https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AT-C-00105.pdf
4 http://pcaobus.org/Standards/Attestation/Pages/AT701.aspx
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Industry Description

Companies in the Restaurants industry prepare meals, snacks, and beverages to customers’ orders for immediate on-
and off-premises consumption. Broadly divided into three sub-categories, the restaurant industry includes limited-
service eating places, casual family full-service eating places, and upscale family full-service eating places. Limited-
service restaurants provide services to customers who order and pay before eating. Fast-food restaurants represent the
largest share of the limited-service restaurants segment. Upscale full-service restaurants are distinguished from limited
service restaurants by food quality and higher prices.

Users of the SASB Standards

The SASB Standards are intended for use by public companies and by investors to inform investment decisions. The
standards facilitate disclosure of financially material sustainability-related information in a concise, comparable, cost-
effective, decision-useful format.

The SASB Standards are designed for integration into existing reporting mechanisms, such as SEC filings. This keeps
the administrative and cost burden to a minimum. SEC filings include Form 10-K for U.S. companies, Form 20-F for
foreign issuers, Form 40-F for Canadian issuers, quarterly reports on Form 10-Q, current reports on Form 8-K, and
registration statements on Forms S-1 and S-3. The SASB Standards are also recognized by the European Commission
as a suitable framework for companies to provide information to investors pursuant to EU Directive 2014/95/EU. See
“Guidelines on non-financial reporting (methodology for reporting non-financial information).”* Thus, SASB standards
are a cost-effective way to satisfy both U.S. and European reporting requirements.

SASB evaluates the materiality of sustainability-related topics by using the high threshold of financial materiality that is
established under the U.S. securities laws.® Although designed to meet the rigorous disclosure requirements of the
U.S. capital markets (thereby producing a high-quality set of evidence-based standards focused on material investor-
focused topics), the standards represent a best practice that can be used by companies of all types (public and private)
to describe their material sustainability-related risks and opportunities.

Guidance for Disclosure of Sustainability Topics in SEC Filings
1. Industry-Level Sustainability Topics

For the Restaurants industry, the SASB has identified the following sustainability disclosure topics:

e Energy & Water Management o Nutritional Content

e Food & Packaging Waste Management o Fair Labor Practices

e Food Safety e Supply Chain Management & Food
Sourcing

> https://ec.europa.eu/info/publications/170626-non-financial-reporting-guidelines en

6 https://library.sasb.org/materiality bulletin/
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2. Determination of Materiality

In the U.S., sustainability disclosures are governed by the same laws and regulations that generally govern disclosures
by securities issuers. According to the U.S. Supreme Court, a fact is material if, in the event such fact is omitted from a
particular disclosure, there is a substantial likelihood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the ‘total mix’ of the information made available.’

Through a rigorous process of research, review of evidence, and public input, the SASB has identified sustainability
topics that are reasonably likely to have a material effect on the financial condition or operating performance of
companies within each Sustainable Industry Classification System™ (SICS™) industry.® However, the issuer must
determine what information is (or is reasonably likely to be) material to the reasonable investor. For further
information regarding a process that corporations can use to assess the financial materiality of the sustainability-
related topics in SASB standards, please see SASB’s Implementation Guide.®

3. SEC Requirements Relating to Disclosure of Material Sustainability Information

If a public company determines that certain sustainability information is reasonably likely to be material, it must then
determine whether disclosure of some or all of the information under applicable SASB Standards is required under the
U.S. federal securities laws. Several provisions of those laws are relevant to sustainability disclosures.

Regulation S-K sets forth certain disclosure requirements associated with Form 10-K and other SEC filings. Item 303 of
Regulation S-K requires companies to, among other things, describe in the Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) section of Form 10-K “any known trends or uncertainties that
have had or that the registrant reasonably expects will have a material favorable or unfavorable impact on net sales or
revenues or income from continuing operations. If the registrant knows of events that will cause a material change in
the relationship between costs and revenues (such as known future increases in costs of labor or materials or price
increases or inventory adjustments), the change in the relationship shall be disclosed.” 1°

Furthermore, the instructions to Item 303 state that the MD&A “shall focus specifically on material events and
uncertainties known to management that would cause reported financial information not to be necessarily indicative
of future operating results or of future financial condition.”

The SEC has provided guidance for companies to use in determining whether a trend or uncertainty should be
disclosed. The two-part assessment prescribed by the SEC can be applied to the topics included within this Standard:

e  First, a company is not required to make disclosure about a known trend or uncertainty if its
management determines that such trend or uncertainty is not reasonably likely to occur.

7 TSC Industries v. Northway, Inc., 426 U.S. 438 (1976).
8 https:/library.sasb.org/materiality bulletin/

9 https://library.sasb.org/implementation-guide

10 C.F.R. 229.303(Item 303)(a)(3)(ii).

" SEC [Release Nos. 33-8056; 34-45321; FR-61] Commission Statement about Management’s Discussion and Analysis of Financial Condition
and Results of Operations: “We also want to remind registrants that disclosure must be both useful and understandable. That is,
management should provide the most relevant information and provide it using language and formats that investors can be expected to
understand. Registrants should be aware also that investors will often find information relating to a particular matter more meaningful if it
is disclosed in a single location, rather than presented in a fragmented manner throughout the filing.”
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e Second, if a company’s management cannot make a reasonable determination of the likelihood of an
event or uncertainty, then disclosure is required “unless management determines that a material effect
on the registrant’s financial condition or results of operation is not reasonably likely to occur.”

Companies should also consider the applicability of other Regulation S-K requirements. Specifically, Item 101
("Description of Business”) requires a company to provide a description of its business and its subsidiaries. Item 103
("Legal Proceedings”) requires a company to describe briefly any material pending or contemplated legal proceedings;
instructions to Item 103 provide specific disclosure requirements for administrative or judicial proceedings arising from
laws and regulations that target discharge of materials into the environment, or that are primarily for the purpose of
protecting the environment. ltem 503(c) (“Risk Factors™) requires a company to provide discussion of the most
significant factors that make an investment in the registrant speculative or risky, clearly stating the risk and specifying
how it affects the company.

Finally, as a general matter, Securities Act Rule 408 and Exchange Act Rule 12b-20 require a registrant to disclose, in
addition to the information expressly required by law or regulation, “such further material information, if any, as may
be necessary to make the required statements, in light of the circumstances under which they are made, not
misleading.”

4. Where Disclosures Should Be Made in SEC Filings

In using the definition of materiality established under the U.S. federal securities laws, the SASB has identified and
developed industry-specific sustainability topics and metrics that are reasonably likely to have a material effect on the
financial condition or operating performance of companies within a particular industry. As a general matter, the SASB
believes that investors are best served when disclosure of such information is made in SEC filings. An issuer might, for
example, make the disclosure in a sub-section of MD&A with a caption, “Sustainability-Related Information,”
with a section that includes the material topics, performance metrics, and management’s view with respect to
corporate positioning. See SASB's “Mock 10-Ks” for examples of preparing an MD&A using the SASB Standards. '?
Issuers are not precluded from using the Standards elsewhere, such as in stand-alone communications to investors or
in sustainability reports (sometimes referred to as corporate social responsibility reports or environmental, social, and
governance reports), company websites, or elsewhere. Corporate communication on material topics, including
sustainability-related material topics, should be consistent across communication channels. As discussed above, SEC
regulations may compel inclusion of material sustainability information in an SEC filing where it is deemed financially
material.

The SASB recognizes that sustainability topics are relatively new areas of investor interest, and it may be difficult to
determine whether particular sustainability information is material in certain situations. Accordingly, issuers might also
consider using the SASB Standards in filings using Form 8-K, Item 8.01 (“Other Events”). This provision states that
“The registrant may, at its option, disclose under this Item 8.01 any events, with respect to which information is not
otherwise called for by this form, that the registrant deems of importance to security holders.” Making a disclosure
under Item 8.01 would not require the issuer to make a decision regarding materiality, and might also provide the
company with more time to make the disclosure than is permitted under filing rules applicable to Form 10-K, thereby
facilitating the completeness and accuracy of the disclosed information.

12 http://using.sasb.org/mock-10-k-library/
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When using the Standards, issuers should cite or refer to the relevant SASB Standard.

More detailed guidance on preparing disclosures of material information related to sustainability topics and making
topic-level materiality determinations can be found in the SASB Conceptual Framework, available for download via
http://www.sasb.org/approach/conceptual-framework/, and the SASB Implementation Guide for Companies,

available for download via https:/library.sasb.org/implementation-guide/.

Guidance on Accounting for Sustainability Topics

The SASB has identified accounting metrics for each sustainability topic included in this Standard. The SASB
recommends that companies within this industry consider using these sustainability accounting metrics when
preparing disclosures on the sustainability topics identified herein.

When disclosing information related to a sustainability topic identified by this Standard, companies should consider
including a narrative description of any material factors necessary to ensure completeness, accuracy, and
comparability of the data reported, as appropriate. Such a description might in certain circumstances include a
discussion of the following:™

e The registrant’s governance around the risks and opportunities related to the topic, including board
oversight of and management’s role in assessing and managing such risks and opportunities.

e The registrant’s strategic approach regarding actual and potential impacts of topic-related risks and
opportunities on the organization’s businesses, strategy, and financial planning, over the short,
medium, and long term.

e The registrant’s process to identify, assess, and manage topic-related risks, and how these risks are
integrated into the registrant’s overall risk management process.

e The registrant’s use of metrics or targets to assess and manage topic-related risks and opportunities.

Data for the registrant’s last three completed fiscal years (when available).

The SASB recommends that registrants use SASB Standards specific to their primary industry as identified in SICS™. If
a registrant generates significant revenue from multiple industries, the SASB recommends that it also consider
sustainability topics that the SASB has identified for those industries, and disclose the associated SASB accounting
metrics.

Further, the SASB recommends that companies design, implement, and maintain adequate systems of internal control
over sustainability performance information to provide reasonable confidence regarding the achievement of related
reporting objectives, such as those relating to the reliability of disclosed information.™

'3 These areas for possible additional narrative description are generally aligned with the Recommendations of the Task Force on Climate-
related Financial Disclosures, which contains a more extensive discussion of such disclosure matters.

% In this regard, companies are referred to the report of a group of experts in this area. Robert H. Herz, Brad J. Monterio, Jeffrey C.
Thomson, Leveraging the COSO Internal Control — Integrated Framework to Improve confidence in Sustainability Performance Data (August
2017).
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The SASB takes no position as to whether third-party attestation is necessary to enhance the credibility of the
disclosed sustainability information, but as a matter of good governance, the SASB suggests that such assurance be
considered. '

Scope of Disclosure

Unless otherwise specified, the SASB recommends:

e That a registrant disclose information on sustainability topics and metrics for itself and for entities that
are consolidated for financial reporting purposes, as defined by accounting principles generally
accepted in the United States (“US GAAP"), for consistency with other accompanying information
within SEC filings;'®

e That for consolidated entities, disclosures be made, and accounting metrics calculated, for the whole
entity, regardless of the size of the minority interest; and

e That information from unconsolidated entities not be included in the computation of SASB accounting
metrics. However, the registrant should disclose information about unconsolidated entities to the
extent that the registrant considers the information necessary for investors to understand the effect of
sustainability topics on the company'’s financial condition or operating performance. (Typically, this
disclosure would be limited to risks and opportunities associated with these entities.)

Reporting Format
Use of Financial Data

In instances where accounting metrics, activity metrics, and technical protocols in this Standard incorporate financial
data (e.g., revenues, cost of sales, expenses recorded and disclosed for fines, etc.), such financial data shall be
prepared in accordance with US GAAP, and be consistent with the corresponding financial data reported in the
registrant’s SEC filings. Should accounting metrics, activity metrics, and technical protocols in this Standard
incorporate disclosure of financial data that is not prepared in accordance with US GAAP, the registrant shall disclose
such information in accordance with SEC Regulation G."”

Activity Metrics and Normalization
The SASB recognizes that normalizing accounting metrics is important for the analysis of SASB disclosures.

The SASB recommends that a registrant disclose any basic business data that may assist in the accurate evaluation and
comparability of disclosure, to the extent that they are not already disclosed in Form 10-K (e.g., revenue, EBITDA,
etc.).

'> The AICPA's Guide (see supra note 1) provides guidance to assist accounting practitioners in performing attestation engagements on
sustainability information.

16 See US GAAP consolidation rules (Section 810).
7 https://www.sec.gov/rules/final/33-8176.htm
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Such data—termed “activity metrics”—may include high-level business data, including total number of employees,
guantity of products produced or services provided, number of facilities, or number of customers. It may also include
industry-specific data such as plant capacity utilization (e.g., for specialty chemical companies), number of transactions
(e.g., for Internet media and services companies), hospital bed days (e.g., for health care delivery companies), or
proven and probable reserves (e.g., for oil and gas exploration and production companies).

Activity metrics disclosed should:
e Convey contextual information that would not otherwise be apparent from SASB accounting metrics.

e Be deemed generally useful for investors relying on SASB accounting metrics to perform their own
calculations and create their own ratios.

e Be explained and consistently disclosed from period to period to the extent that they continue to be
relevant. However, a decision to make a voluntary disclosure in one period does not obligate a
continuation of that disclosure if it is no longer relevant, or if a better metric becomes available.'

Where relevant, the SASB recommends specific activity metrics that—at a minimum—should accompany SASB
accounting metric disclosures.

Table 1. Activity

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE
SV0203

Number of (1) company-owned and (2) franchise

Quantitative Number

restaurants FBO501-A

N f | 1 - 2 Sh0202
umbe.zr o] emp oyees at (1) company-owned and (2) Quantitative Number

franchise locations FB0501-B

Units of Measure
Unless specified, disclosures should be reported in International System of Units (SI units).
Uncertainty

The SASB recognizes that there may be inherent uncertainty when measuring or disclosing certain sustainability data
and information. This uncertainty may be related to variables such as the reliance on data from third-party reporting
systems and technologies, or the unpredictable nature of climate events. Where uncertainty around a particular
disclosure exists, the SASB recommends that the registrant should consider discussing its nature and likelihood. ™

'® Improving Business Reporting: Insights into Enhancing Voluntary Disclosures, FASB Business Reporting Research Project, January 29, 2001.
' The AICPA's Guide (see supra note 1) provides guidance related to measurement uncertainty.
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Estimates

The SASB recognizes that scientifically-based estimates, such as the reliance on certain conversion factors or the
exclusion of de minimis values, may occur for certain quantitative disclosures. Where appropriate, the SASB does not
discourage the use of estimates or ranges. When using an estimate for a particular disclosure, the SASB expects that
the registrant discuss its nature and substantiate its basis.

Timing
Unless otherwise specified, disclosure shall be for the registrant’s fiscal year.

Limitations

There is no guarantee that SASB Standards address all sustainability impacts or opportunities associated with a sector,
industry, or company; therefore, a company must determine for itself the topics that warrant discussion in its SEC
filings.

Use of the SASB Standards is voluntary. The Standards are not intended to replace any legal or regulatory
requirements that may be applicable to a company’s operations. When such laws or regulations address legal or
regulatory topics, disclosure under SASB Standards is not meant to supersede those requirements.

Use of the SASB Standards is not required or endorsed by the SEC or various entities governing financial reporting,
including the Financial Accounting Standards Board, the Government Accounting Standards Board, or the
International Accounting Standards Board.

Forward-Looking Statements

Disclosures on sustainability topics can, in some circumstances, involve discussion of future trends and uncertainties
related to the registrant’s operations and financial condition, including those influenced by external variables (e.g.,
environmental, social, regulatory, and political). Companies making these disclosures in SEC filings should familiarize
themselves with the safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act,
which preclude civil liability for material misstatements or omissions in such statements if the registrant takes certain
steps. These include, among other things, identifying the disclosure as “forward-looking,” and accompanying such
disclosure with “meaningful cautionary statements identifying important factors that could cause actual results to
differ materially from those in the forward-looking statements.”

Notes on the Sustainability Accounting Standards

The following sections contain the disclosure guidance associated with each accounting metric, including guidance on
definitions, scope, accounting, compilation, and presentation.

The term “shall” is used throughout this document to indicate those elements that reflect requirements of the
Standard. The terms “should” and “may” are used to indicate guidance, which, although not required, provides a
recommended means of disclosure.
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Table 2. Sustainability Disclosure Topics & Accounting Metrics

TOPIC

Energy & Water
Management

Food &
Packaging
Waste
Management

Food Safety

Nutritional
Content

ACCOUNTING METRIC

Total energy consumed, percentage grid
electricity, percentage renewable

Total water withdrawn, percentage in regions
with High or Extremely High Baseline Water
Stress

Amount of waste, percentage food waste,
percentage diverted

Total weight of packaging, percentage made from
recycled or renewable materials, percentage that
is recyclable or compostable

Percentage of restaurants inspected by a food
safety oversight body, percentage receiving
critical violations

Number of recalls, total amount of food product
recalled?°

Number of confirmed foodborne illness
outbreaks, percentage resulting in CDC
investigation2!

Percentage of meal options consistent with the
Dietary Guidelines for Americans or foreign
equivalent, sales from these options

Percentage of children’s meal options consistent
with national dietary guidelines for children or
foreign equivalent, sales from these options

CATEGORY

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

UNIT OF

CODE
MEASURE
Gigajoules $V¥6203
(GJ), M-OI
Percentage
(%)
Cubic meters S$V0203
(m3), FB0501-02
Percentage
(%)
Metric tons $¥6203
(t), FB0501-03
Percentage
(%)
Metric tons $¥6203
(t), FB0501-04
Percentage
(%)
Percentage $¥6203
(%) FB0501-05
Number, $¥6203
Metric tons (t) FB0501-06
Number, SY6203
Percentage FB0501-07
(%) -
Percentage S$V0203
(%), U.S. FB0501-08
Dollars (S)
Percentage $V0203
(%), U.S. FB0501-09
Dollars (S)

20 Note to SV¥0203FB0501-06 — Disclosure shall include a description of notable recalls and corrective actions implemented in response to

events.

21 Note to SV8203FB0501-07 —The registrant shall discuss foodborne illness outbreaks that were investigated by the CDC and corrective
actions implemented in response to events.
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TOPIC

Fair Labor
Practices

Supply Chain

Management &

Food Sourcing

ACCOUNTING METRIC

Number of child advertising impressions made,
percentage promoting products that meet
national dietary guidelines for children or foreign
equivalent

(1) Voluntary and (2) involuntary employee
turnover rate for restaurant employees

Average hourly wage for restaurant employees,
by region; percentage of employees earning
minimum wage

Amount of legal and regulatory fines and
settlements associated with labor law violations?

Amount of tax credit received for hiring through
enterprise zone programs

Percentage of food purchased that meets
environmental and social sourcing standards,
percentage third-party certified

(1) Percentage of eggs purchased from cage-free
sources and (2) percentage of pork purchased
from gestation crate-free sources?

Discussion of strategy to manage environmental
and social risks within the supply chain

CATEGORY

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Discussion
and Analysis

UNIT OF

MEASURE

Number,
Percentage
(%)

Percentage
(%)

U.S. Dollars
($),

Percentage
(%)

U.S. Dollars (S)

U.S. Dollars (S)

Percentage
(%) by cost of
goods sold

Percentage
(%),
Percentage by
weight (%)

n/a

CODE

SV0203
FB0501-10

SV0203
FBO501-11

SV0203
FB0501-12

$V0203
FB0501-13

SV0203
FB0501-14

$V0203
FB0501-15

SV0203
FB0501-16

$V0203
FB0501-17

22 Note to SV¥0263FB0501-13 - Disclosure shall include a description of fines and settlements and corrective actions implemented in

response to events.

23 Note to SV0263FB0501-16 - Disclosure shall include a description of any additional animal welfare standards used by the registrant.
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Energy & Water Management

Description

The Restaurants industry relies on energy and water for value creation. Fast-food restaurants in particular tend to have

long hours of operations and allocate larger portions of operating expenditures to utilities. Purchased electricity

represents a major share of energy sources used in the Restaurants industry. It is becoming increasingly important for

companies that rely on electricity consumption for their operations to manage overall energy efficiency, reliance on
different types of energy and associated risks, and access to alternative energy sources. At the same time, water is

becoming a scarce resource around the world, due to increasing consumption caused by population growth and rapid
urbanization as well as reduced supplies due to climate change. Depending on the location, water scarcity can pose a

risk to operations, and as a result, it is a growing concern for the Restaurants industry. Water and energy efficiency
measures in company-owned stores can directly impact the bottom line. However, companies that can also influence
energy and water management at their franchise locations will have a more significant impact on reducing indirect

environmental impact.

Accounting Metrics

SV0203FB0501-01. Total energy consumed, percentage grid electricity, percentage renewable

.01 The registrant shall disclose total energy consumption from all sources as an aggregate figure in gigajoules or
their multiples.

e The scope includes energy purchased from sources external to the organization or produced by the
organization itself (self-generated).

e The scope includes only energy consumed by entities owned or controlled by the organization.

e The scope includes energy from all sources including direct fuel usage, purchased electricity, and
heating, cooling, and steam energy.

.02 In calculating energy consumption from fuels and biofuels, the registrant shall use higher heating values (HHV),
also known as gross calorific values (GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC), the U.S. Department of Energy (DOE), or the U.S. Energy Information
Administration (EIA).

e The registrant shall disclose purchased grid electricity consumption as a percentage of its total energy
consumption.

e The registrant shall disclose renewable energy consumption as a percentage of its total energy
consumption.

.03 The scope of renewable energy includes renewable fuel the registrant consumes and renewable energy the
registrant directly produces, purchases through a renewable power purchase agreement (PPA) that explicitly
includes renewable energy certificates (RECs), or for which Green-e Energy Certified RECs are paired with grid
electricity.
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e For any renewable electricity generated on-site, any RECs must be retained (i.e., not sold) and retired
on behalf of the registrant in order for the registrant to claim them as renewable energy.

e  For renewable PPAs, the agreement must explicitly include and convey that RECs be retained and
retired on behalf of the registrant in order for the registrant to claim them as renewable energy.

.04 The renewable portion of the electricity grid mix that is outside of the control or influence of the registrant is

excluded from disclosure.?

.05 Renewable energy is defined as energy from sources that are capable of being replenished in a short time
through ecological cycles, such as geothermal, wind, solar, hydro, and biomass.

e  For the purposes of this disclosure, the scope of renewable energy from hydro and biomass sources is
limited to the following:

=  Energy from hydro sources that are certified by the Low Impact Hydropower Institute.

= Energy from biomass sources is limited to sources that are considered “eligible renewables” according
to the Green-e Energy National Standard Version 2.4 or that are eligible for a state Renewable Portfolio
Standard.

.06 The registrant shall apply conversion factors consistently for all data reported under this disclosure, such as the
use of HHVs for fuel usage (including biofuels) and conversion of kWh to gigajoules (including for electricity

from solar or wind energy).

SVO203FB0501-02. Total water withdrawn, percentage in regions with High or Extremely High Baseline
Water Stress

.07 The registrant shall disclose the amount of water (in cubic meters) that was withdrawn from fresh water sources

for use in operations.

e  Fresh water may be defined according to the local statutes and regulations where the registrant
operates. Where there is no regulatory definition, fresh water shall be considered to be water that has
a solids (TDS) concentration of less than 1000 mg/l per the Water Quality Association definition.

e Water obtained from a water utility can be assumed to meet the definition of fresh water.

.08 Using the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct (publicly available online here), the
registrant shall analyze all of its operations for water risks and identify facilities that are in a location with High
(40-80%) or Extremely High (>80%) Baseline Water Stress. Water withdrawn in locations with High or
Extremely High Baseline Water Stress shall be indicated as a percentage of the total water withdrawn.

24 SASB recognizes that RECs reflect the environmental attributes of renewable energy that have been introduced to the grid, and that a
premium has been paid by the purchaser of the REC to enable generation of renewable energy beyond any renewable energy already in
the grid mix, absent the market for RECs.
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.09 If water usage in a portion of a registrant’s operations is not metered in such a manner that allows for precise
measurement, estimation is acceptable.

e Insuch a case, the registrant shall disclose the estimation methodology and the percentage of
operations for which it was employed.
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Food & Packaging Waste Management

Description

Restaurants produce waste in two main forms: food and packaging. Food waste includes ingredients, waste created
during cooking, such as oil, and waste of the final product. Packaging waste includes packaging received from
suppliers and packaging disposed by consumers in the restaurant areas. Food waste results in loss of resources, such
as water, energy, land, labor, and capital, and produces greenhouse gas (GHG) emissions as a result of
decomposition. Moreover, food ingredient deliveries to restaurants are a significant source of packaging waste. In
addition, limited-service restaurants make heavy use of disposable tableware for serving customers. Municipal and
federal regulations around packaging are likely to continue evolving and push companies to improve the recyclability
of the packaging they use. Companies that are able to stay ahead of regulations will not only see a positive impact on
brand image, but will likely reduce their cost of compliance. Companies that are able to reduce waste through various
methods, including food recovery, diverting waste from landfills, and packaging reclamation programs, can reduce
waste handling costs and improve operational efficiency.

Accounting Metrics
SV0203FB0501-03. Amount of waste, percentage food waste, percentage diverted

.10 The amount of total waste shall be calculated in metric tons, where waste is defined as anything for which the
registrant has no further use and which would otherwise be discarded or released into the environment.

e The scope shall include any Subtitle D Solid Waste as defined by the Resource Conservation and
Recovery Act (RCRA) (40 CFR § 261.2), including municipal solid wastes, such as durable goods, non-
durable goods, containers and packaging, food wastes and yard trimmings, and miscellaneous
inorganic wastes.

e The scope shall be limited to waste handled within the registrant’s facilities, such as food waste,
packaging received from suppliers, and waste discarded in facilities by customers.

e The scope of disclosure excludes food and packaging waste that is discarded off-site by customers.
.11 The registrant shall disclose the percentage of waste that comprises food waste, where:

e Food waste includes any substance, whether processed, semi-processed, or raw, which is intended for
human consumption, and includes drinks, chewing gum, and any substance that has been used in the
manufacture, preparation, or treatment of food for which the registrant has no further use and would
otherwise be discarded or released into the environment.?

e The scope excludes cosmetics, tobacco, or substances used only as drugs.

e The scope includes any food-grade wastes associated with food or the manufacture, preparation,
treatment, processing, and cooking of food, including cooking oil.

25 This definition is consistent with World Resources Institute’s FLW Protocol.
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e The scope excludes inedible parts, which are the components associated with a food in a particular
food supply chain that are not intended to be consumed by humans.

.12 The percentage diverted shall be calculated as the weight of waste material that was reused plus the weight
recycled or remanufactured (through treatment or processing) by the registrant, plus the amount sent externally
for further reuse, recycling, or remanufacturing, divided by the total weight of waste material, where:

e Reused materials are defined as those recovered products or components of products that are used for
the same, or a substantially similar, purpose as that for which they were conceived.

= For the purposes of this disclosure, donation of surplus food to social service agencies and/or charitable
organizations, including for human or animal consumption, shall be considered reused, consistent with
the EPA Waste Hierarchy.

e Recycled and remanufactured materials are defined as waste materials that have been reprocessed or
treated by means of production or manufacturing processes and made into a final product or a
component for incorporation into a product.

=  For the purposes of this disclosure, the composting of materials shall be considered recycling, consistent
with the EPA Waste Hierarchy.

e The scope of recycled and remanufactured products includes primary recycled materials, co-products
(outputs of equal value to primary recycled materials), and by-products (outputs of lesser value to
primary recycled materials).

= Portions of products and materials that are disposed of in landfills are not considered recycled. Only the
portions of products that are directly incorporated into new products, co-products, or by-products shall
be included in the percentage recycled.

= Materials sent for further recycling include those materials that are transferred to a third party for the
express purpose of reuse, recycling, or refurbishment.

= Materials incinerated, including for energy recovery, are not considered reused or recycled. Energy
recovery is defined as the use of combustible waste as a means to generate energy through direct
incineration, with or without other waste, but with recovery of the heat.

= For the purposes of this disclosure, cooking oil that is recycled for energy use is considered recycled
waste.

.13 The registrant shall describe the estimation methods used to calculate the amount of waste, percentage food
waste, and percentage diverted, including the frequency of waste audits and the percentage of restaurants
audited.

SV0203FB0501-04. Total weight of packaging, percentage made from recycled or renewable materials,
percentage that is recyclable or compostable

.14 The registrant shall disclose the total weight of packaging purchased by the registrant, in metric tons, where:
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e Packaging includes any packaging intended to be given to customers (i.e., take-out food packaging) as
well as corrugated cardboard and other secondary packaging materials used by the registrant behind
the counter.

e The scope shall include entities owned or controlled by the organization as well as franchise locations.

.15 The registrant shall disclose the percentage of packaging (by weight) made from recycled or renewable
materials, where:

e Recycled materials are defined as materials that have been recovered or otherwise diverted from the
waste stream. Recycled materials include recycled raw materials as well as used, reconditioned, and
remanufactured components, consistent with the FTC Green Guides. Recycled content can be either

pre-consumer or post-consumer waste.

e Renewable materials are defined as those that either increase in quantity or otherwise renew over a
short (i.e., economically relevant) period of time, such that if the rate of extraction takes account of
limitations in the reproductive capacity of the resource, renewables can provide yields over an infinite

time horizon.

.16 The percentage is calculated as the total weight of packaging made from recycled or renewable materials
divided by the total weight of all packaging used by the registrant.

.17 For packaging materials that contain both recycled and virgin parts, or which are made from both renewable
and nonrenewable resources, the registrant shall classify a portion of the material as recycled or renewable
based on an estimate of the weight of each portion. Alternatively, the registrant may exclude that item from
consideration as recycled or renewable, but should include it in the total weight of packaging materials.

.18 The registrant shall disclose the percentage of packaging (by weight) that is recyclable or compostable, where:

e Recyclable is defined as able to be reprocessed for the material’s original purpose or for other
purposes. A product or package is recyclable if it can be collected, separated, or otherwise recovered
from the waste stream through an established recycling program for reuse or use in manufacturing or
assembling another item, consistent with the FTC Green Guides.

e Reusable is defined as a durable packaging product that is able to be reused multiple times for the
original purpose for which it was conceived.

e For the purposes of this disclosure, reusable shall be considered recyclable.

e Compostable is defined as the ability of a material to undergo degradation by biological processes to
yield CO,, water, inorganic compounds, and biomass at a rate consistent with other known
compostable materials and that leaves no visible, distinguishable, or toxic residue. Compostable plastics
are further defined by ASTM Standard D6400, 2004—Standard Specification for Compostable Plastics.

.19 The percentage is calculated as the total weight of recyclable or compostable packaging divided by the total
weight of all packaging.
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Additional References

EPA Waste Hierarchy

Summary of the EPA Municipal Solid Waste Program
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Food Safety

Description

Both food preparation methods and quality of ingredients can impact food safety. Restaurant food safety could also
be compromised due to the breadth of the supply chain. The global nature of the industry as well as the franchising
model make it difficult for restaurant companies to ensure the safety of their food supplies. Failure to monitor the
quality of supplied products may increase a company'’s risk of supply disruptions as well as negative publicity. Food
safety issues, such as foodborne iliness concerns, in either company-owned or franchise-operated locations can affect
the core of a restaurant’s reputation. Reputational damage from food safety issues tends to have a long-term impact,
and affect a company across most of its locations. Companies that adhere to the industry standards for food
preparation and safety are likely to be better positioned to protect shareholder value.

Accounting Metrics

SV0203FB0501-05. Percentage of restaurants inspected by a food safety oversight body, percentage
receiving critical violations

.20 The registrant shall disclose the percentage of restaurants that were inspected for food safety, calculated as the
total number of restaurants that were inspected at least once during the fiscal year, divided by the total number

of restaurants in operation during the fiscal year, where:

e The scope of inspections covers those carried out by a health and/or food safety oversight body,
including any local, county, state, or national health organization with jurisdiction over compliance
with health codes and regulations.

.21 The registrant shall disclose the percentage of inspected restaurants receiving critical violations, calculated as the
total number of inspected restaurants that received any critical violations during the fiscal year, divided by the
total number of restaurants that were inspected during the fiscal year, where:

e  Critical violations are defined as violations that, if left uncorrected, directly relate to the transmission of
foodborne illnesses, the adulteration of food products, and/or the contamination of food-contact

surfaces.
e The scope of disclosure shall include both company-owned and franchise locations.

.22 The registrant may choose to discuss its approach to assuring food safety in its operations in regions where

inspections are not routinely conducted.

SV0203FB0501-06. Number of recalls, total amount of food product recalled

.23 The registrant shall disclose the total number of food-safety related recalls, including those that are voluntary

and involuntary, where:

e Food-safety related recalls are defined as those that occur when there is reason to believe that a food

may cause consumers to become ill.
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e Involuntary recalls are those required by government agencies (e.g., the FDA or USDA% in the U.S., or
the China Food and Drug Administration in China).

e Voluntary recalls are those initiated by a food manufacturer or distributor in order to take foods off the

market.

.24 The registrant shall disclose the total amount (in metric tons) of food product that was recalled during the fiscal

year.
e The scope of disclosure shall include both company-owned and franchise locations.

.25 The registrant may choose to disclose, in addition to the total number of food-related recalls, the percentage of
recalls that were (1) voluntarily and (2) involuntarily issued.

Note to SV0203FB0501-06

.26 The registrant shall discuss notable recalls such as those that affected a significant number of customers or those
related to serious illness, injury, or fatality.

.27 For such recalls the registrant should provide:
e  Description and cause of the recall issue
e The total amount of the item recalled
e The cost to remedy the issue (in U.S. dollars)
e Whether the recall was voluntary or involuntary
e Corrective actions

e Any other significant outcomes (e.g., legal proceedings or customer fatalities)

SV0203FB0501-07. Number of confirmed foodborne illness outbreaks, percentage resulting in CDC
investigation

.28 The registrant shall disclose the total number of incidents of confirmed foodborne iliness outbreak associated

with its restaurant, where:

e Foodborne illness is defined as sickness resulting from different disease-causing microbes or
pathogens, poisonous chemicals, or other toxins that can contaminate foods.

e Foodborne iliness outbreak is defined as two or more cases of foodborne illness occurring during a
limited period of time with the same organism, and that are associated with either:

26 The FDA has jurisdiction over all food, with the exception of meat, poultry, and egg products, for which the USDA has jurisdiction.
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=  The same food-service operation, such as a restaurant, or
=  The same food product

» In the case of botulism, a single case is considered an outbreak due to the severity of the illness and the
possibility that a source food may cause others to become seriously ill.

=  Confirmed foodborne illness outbreaks are defined as those that were investigated by state, local, and
territorial public health officials and found to be valid cases of foodborne illness outbreak.

=  The scope of disclosure shall include both company-owned and franchise locations.

.29 The registrant shall disclose the percentage of foodborne illness outbreaks that resulted in Center for Disease
Control and Prevention (CDC) investigation, calculated as the total number of confirmed foodborne illness
outbreaks that reached the level of severity resulting in CDC investigation divided by the total number of
confirmed foodborne illness outbreaks that occurred within the CDC's jurisdiction.

e Qutbreaks that resulted in investigation by the CDC may include those that involve large numbers of
people, severe or unusual illness, or widespread outbreaks that affect many states at once.

e The scope excludes those investigations that were conducted exclusively at the local or state level and
successfully concluded.

.30 The registrant may choose to discuss its approach to ensuring food safety in restaurants, such as internal food-
safety audits, implementation of the Council to Improve Foodborne Outbreak Response (CIFOR) Foodborne
lliness Response Guidelines for Owners, Operators, and Managers of Food Establishments, or other measures to
assure compliance with the U.S. Food and Drug Administration’s (FDA) Food Code or the foreign equivalent:

e The 2009 edition of the Food Code was released jointly by the FDA, the CDC of the U.S. Department
of Health and Human Services (HHS), and the Food Safety and Inspection Service of the USDA.

e "Foreign equivalent” refers to national health programs in non-U.S. countries. Examples include the
General Principles of Food Law (Regulation EC/178/2002) in the E.U., which is overseen and
implemented by the European Food Safety Authority, and the National Food Safety Standards in China,
which are published by the Chinese Ministry of Health.

Note to $V0203FB0501-07

.31 The registrant shall discuss foodborne illness outbreaks that were investigated by the CDC and corrective actions
implemented in response to events.

.32 For such outbreaks the registrant should provide:
e  Description and cause of the foodborne illness outbreak

e The cost to remedy the issue (in U.S. dollars)
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e Corrective actions

e Any other significant outcomes (e.g., legal proceedings or customer fatalities)

e The scope of disclosure shall include both company-owned and franchise locations
Definitions
Definitions and general regulatory information on food recalls can be found here.

Additional References

In the U.S., food safety is regulated by the CDC, the FDA, and local public health departments. Local laws regulate the

frequency and content of inspections, and therefore the specific definitions of a critical violation may vary. General
information on foodborne illness and disease is available at the Centers for Disease Control and Prevention website.

In China, food safety in the restaurant industry is ensured by the China Food and Drug Administration. The National
Food Safety Standards in China are published by the Chinese Ministry of Health. Information can be found here.

In the E.U., the E.U. Food Safety Authority assess and communicates risks associated with the food chain. Individual
E.U. Member States may also have other legislation and controls with respect to food safety. Inspections are carried
out at the country level.
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Nutritional Content

Description

The “obesity epidemic” in the U.S. has put the Restaurant industry under a spotlight. In addition to displaying calorie
counts, restaurants are increasingly pressured to improve the nutritional content of menu offerings. Demand in the
Restaurant industry is increasingly driven by consumer preferences for healthier choices. Companies that are able to
offer more nutritious menu options are likely to capture new markets for health-conscious consumers and improve
market share with mainstream consumers. A higher share of nutritious options may have a beneficial effect on a
company’s reputation and revenue growth in the long term.

Accounting Metrics

SV0203FB0501-08. Percentage of meal options consistent with the Dietary Guidelines for Americans or
foreign equivalent, sales from these options

.33 The registrant shall disclose the percentage of meal options that are consistent with the Dietary Guidelines for

Americans or a foreign equivalent dietary guideline, where:

e Foreign equivalent dietary guidelines should be understood to be national health programs in non-U.S.
countries for which the generally accepted dietary guidelines differ from the above. Foreign equivalents
shall be applied to the calculation of percentages of meal options and sales in the countries in which
they apply. Examples include the Food-Based Dietary Guidelines in Europe and Food-Based Dietary

Guidelines in China.

.34 The percentage is calculated as the number of possible combinations of meal options that are consistent with
one-third of the daily nutritional values in the Dietary Guidelines for Americans (or foreign equivalent), divided by

the total number of possible combinations of meal options.
e  For limited-service restaurants, a meal option includes an entrée, side, and beverage.
e  For full-service restaurants, a meal option includes an entrée and a beverage.

e  For restaurants where choices are generally a la carte, the registrant should use a consistent approach
for calculating meal options using menu items generally paired together as meals.

e In determining possible meal combinations, the registrant shall use menu items that are commonly
paired together by customers, advertised together as combinations, or are placed together as a

specially promoted meal combination.

e When calculating the nutritional content of a meal option, the registrant shall use the nutritional
content for the standard menu items that are served to the customer by default, without a request for
item or ingredient substitutes or additions.

.35 The registrant shall disclose the sales, in U.S. dollars, from combinations of meal options that are consistent with
the Dietary Guidelines for Americans (or foreign equivalent), where:
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e The scope of disclosure shall include sales from both company-owned and franchise locations.

.36 If meal options in a portion of a registrant’s operations are not tracked in such a manner that allows for precise
measurement, estimation is acceptable.

e Insuch a case, the registrant shall disclose the estimation methodology used to calculate the sales of
combinations of meal options, and the percentage of operations for which it was employed.

SV0203FB0501-09. Percentage of children’s meal options consistent with national dietary guidelines for
children or foreign equivalent, sales from these options

.37 The registrant shall disclose the percentage of children’s meal options that are consistent with national dietary
guidelines for children, where:

e A children’s meal option is one that is directly targeted at children aged 2-11 years old.

e National dietary guidelines for children in the U.S. are defined by the USDA National School Lunch

standards.

e Foreign equivalent dietary guidelines for children should be understood to be national health programs
in non-U.S. countries for which the generally accepted dietary guidelines differ from the above. Foreign
equivalents shall be applied to the calculation of percentages of meal options and sales in the countries
in which they apply. Examples include the Food-Based Dietary Guidelines in Europe and Food-Based
Dietary Guidelines in China.

.38 The percentage shall be calculated as the number of potential children’s meal combinations that are consistent
with national dietary guidelines for children or foreign equivalent, divided by the total number of potential

children’s meal combinations.
e  For limited-service restaurants, a meal option includes an entrée, side, and beverage.
e  For full-service restaurants, a meal option includes an entrée and a beverage.

e For restaurants that generally serve a la carte items, the registrant may use a consistent approach for
calculating meal options using menu items generally paired together as meals.

e In determining meal options, the registrant shall use children’s menu items that are commonly paired
together by customers, advertised together as combinations, or are placed together as a specially
promoted meal combination.

¢ When determining the nutritional content of combinations of children’s meal options, the registrant
shall use the nutritional content for the standard menu items that are served to the customer by
default, without a request for item or ingredient substitutes or additions.

.39 The registrant shall disclose the sales, in U.S. dollars, from combinations of children’s meal options that are
consistent with the National School Lunch program or foreign equivalent, where:
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e The scope of disclosure shall include sales from both company-owned and franchise locations.

40 If children’s meal options in a portion of a registrant’s operations are not tracked in such a manner that allows
for precise measurement, estimation is acceptable.

e Insuch a case, the registrant shall disclose the estimation methodology used to calculate the sales of
combinations of children’s meal options, and the percentage of operations for which it was employed.

SV0203FB0501-10. Number of child advertising impressions made, percentage promoting products that
meet national dietary guidelines for children or foreign equivalent

41 The registrant shall disclose the total number of advertising impressions made on children, where:

e An advertising impression is a measure of the number of times an advertisement is seen, heard,
watched, or read.

e  Children are defined as age 12 and under, consistent with the Children’s Food and Beverage Initiative
(CFBAI) definition.

.42 The scope includes advertising impressions made through media such as television, radio, print, internet,
interactive games (including advergames), tablets, smartphones, video games, computer games, DVDs and
word-of-mouth. The registrant shall disclose the estimation methods used to calculate the number of advertising
impressions made on children, including its method for collecting such data. Reasonable estimation methods for
the number of impressions include but are not limited to:

e Total number of ads viewed, average webpage visits per month, average monthly unique website
visitors

e The child audience share of each media used for advertisements
e  Gross rating points and target ratios

e The target audience based on the media plan, and targeted index by age that may be tracked by third-
party services

.43 The registrant shall disclose the percentage of advertising impressions made on children that promote products
which meet the National School Lunch Program standards or foreign equivalent.

e Foreign equivalent dietary guidelines for children should be understood to be national health programs
in non-U.S. countries for which the generally accepted dietary guidelines differ from the above. Foreign
equivalents shall be applied to the calculation of percentages of advertising impressions made on
children in the countries in which they apply. Examples include the Food-Based Dietary Guidelines in
Europe and Food-Based Dietary Guidelines in China.

44 The percentage is calculated as the total number of child advertising impressions promoting products that meet
the National School Lunch Program or foreign equivalent, divided by the total number of child advertising
impressions made.
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Additional References

The Dietary Guidelines for Americans are jointly issued and updated every five years by the Department of Agriculture
(USDA) and the Department of Health and Human Services (HHS).

In the E.U., Food-Based Dietary Guidelines give an indication of what a person should be eating in terms of foods
rather than nutrients, and provide a basic framework to use when planning meals or daily menus.

The latest version of the Chinese Food-Based Dietary Guidelines was compelled by Chinese Nutrition Society in 2007,
and proclaimed by the Ministry of Health in early 2008.

Ge K, "The transition of Chinese dietary guidelines and food guide pagoda,” Asia Pac J Clin Nutr. 2011: 20(3), pp.
439-46.
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Fair Labor Practices

Description

The Restaurant industry is labor-intensive, and many of the staff are low-skilled, part-time, or seasonal workers. It is
among top job creators and is an entry point for young and migrant workers to join the workforce. Restaurant
employees in franchised or licensed locations may be employed by a third party. In addition, since many chains exist
across continents, ensuring consistent labor standards can be a challenge. This issue pertains to restaurant employees
in both company-owned and franchise locations. Labor issues at franchises do affect brand image because customers
cannot make a distinction between company-owned and franchised restaurants. Companies able to properly manage
human capital by offering competitive wages, safe working environments and other opportunities for professional
growth will likely improve employee morale while reducing turnover rates and the associated administrative costs
involved in employee acquisition and training.

Accounting Metrics
SV0203FB0501-11. (1) Voluntary and (2) involuntary employee turnover rate for restaurant employees

45 The registrant shall disclose employee turnover of restaurant employees in registrant-owned restaurants as a
percentage, where:

e Turnover shall be calculated and disclosed separately for voluntary and involuntary departures.

e The scope of disclosure excludes corporate staff and executives. All calculations are based on the
numbers of restaurant employees (i.e., those employees that work on-site in the restaurant).

e The scope of this disclosure excludes franchise restaurants.

46 The registrant shall calculate the voluntary turnover percentage as the total number of employee-initiated
voluntary separations (such as resignations, retirement, etc.) during the fiscal year, divided by the total number
of employees during the fiscal year.

47 The registrant shall calculate the involuntary turnover percentage as the total number of registrant-initiated
separations (such as dismissal, downsizing, redundancy, non-renewal of contract, etc.) during the fiscal year,
divided by the number of employees during the fiscal year.

SV0203FB0501-12. Average hourly wage for restaurant employees, by region; percentage of employees
earning minimum wage

.48 The registrant shall disclose the average hourly wage, in U.S. dollars, for restaurant employees for each
geographic region for which it conducts segment financial reporting!, where:

e Restaurant employees are defined as non-manager employees earning an hourly wage

' As determined by FASB Accounting Standards Codification Topic 280, Segment Reporting.
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e The scope of disclosure excludes salaried and corporate employees
e The scope of disclosure includes employees of company-owned and franchise locations

.49 The average hourly wage is calculated as the total restaurant employee wages, including tips, for the fiscal year,
divided by the number of hours worked by restaurant employees during the fiscal year.

.50 The registrant shall disclose the percentage of restaurant employees that earn minimum wage before tips,
where:

e Minimum wage is defined as the local or prevailing minimum wage applicable for each worker.

e For countries or regions with no prevailing minimum wage requirement, the 10" percentile hourly
wage, in U.S. dollars, of all wage earners in that country or region shall be used for this disclosure,
including in the calculation of the percentage of staff that earns minimum wage and in the calculation
of the average prevailing minimum wage.

.51 The registrant may choose to disclose the average prevailing minimum wage, weighted on an hours-worked
basis, for each geographic region for which it conducts segment financial reporting.

.52 The registrant may choose to discuss its sensitivity to future adjustments in minimum wage.

e The discussion should include what percentage of its employees would be affected by an increase in
the federal minimum wage.

SV0203FB0501-13. Amount of legal and regulatory fines and settlements associated with labor law
violations

.53 The registrant shall disclose the amount (excluding legal fees) of all fines or settlements associated with labor law
violations, including, but not limited to, violations of the Fair Labor Standards Act, such as those relating to
wages, work hours, overtime, and meal and rest breaks.

.54 Disclosure shall include civil actions (e.g., civil judgment, settlements, or regulatory penalties) and criminal
actions (e.g., criminal judgment, penalties, or restitutions) taken by any entity (government, businesses, or
individuals).

.55 The scope of disclosure shall include fines and settlements associated with company-owned and franchise
locations.

Note to SV0203FB0501-13

.56 The registrant shall briefly describe the nature (e.g., quilty plea, deferred agreement, or non-prosecution
agreement) and context (e.g., improper working conditions, unfair compensation, etc.) of fines and settlements.

.57 The registrant shall describe any corrective actions it has implemented as a result of each incident. This may
include, but is not limited to, specific changes in operations, management, processes, products, business
partners, training, or technology.
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SV0203FB0501-14. Amount of tax credit received for hiring through enterprise zone programs

.58 The registrant shall disclose the amount of tax credit, in U.S. dollars, received for hiring in enterprise zone

programs, where:

e Enterprise zone programs include those at the local, state, and national level, where companies can
qualify for a variety of subsidies if located within an enterprise zone.

e Tax credits for hiring include employment and job creation tax credits, and any other type of tax
exemptions that relate to hiring of restaurant employees that were received through an enterprise

Zone program.

e The scope shall include credits received for company-owned and franchise locations.
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Supply Chain Management & Food Sourcing

Description

Industry trends suggest that supply chain management is crucial for restaurant companies to protect their reputations
and improve revenues. Sourcing from suppliers that have high quality standards, employ environmentally sustainable
farming methods, and honor labor rights will better position companies to protect shareholder value. Sourcing quality
ingredients to maintain consistency and level of quality across different locations can be operationally challenging.
This problem is exacerbated by the global nature of the industry. Demand from food and beverage industries,
including restaurants, drives and shapes agricultural production, indicating that actions by industry players have larger
impacts on society. Therefore, sustainable and ethical sourcing by industry players is necessary to ensure continued
future supply and to minimize lifecycle impacts of company operations. By increasing the amount of food supply
sourced in conformance with environmental and social standards, as well as conformance with animal welfare
standards and best practices, restaurant operators will be able to maintain food quality, manage food safety issues,
enhance their reputation, and expand their market share.

Accounting Metrics

SV0203FB0501-15. Percentage of food purchased that meets environmental and social sourcing standards,
percentage third-party certified

.59 The registrant shall disclose the percentage of its food purchased (by cost of goods sold) that meets sourcing
standards that encompass both environmental and social guidelines.

e Environmental and social sourcing standards include, but are not limited to, protection of natural
resources, fair treatment of workers and community, animal health and welfare, food quality and
safety, and resource efficiency.

.60 The percentage is calculated as the total cost of goods, in U.S. dollars, of food and food products purchased that
meet environmental and social standards, divided by the total cost of food and food products purchased.

e The scope of disclosure shall include food sourced for company-owned and franchise locations.

e The scope of this disclosure includes those industry programs, guidelines, and criteria that include both
environmental and social standards for a food item.

.61 Examples of food-sourcing standards that encompass environmental and social best practices include, but are
not limited to, the following:

e Global Roundtable for Sustainable Beef: Principles & Criteria for Defining Global Sustainable Beef
e Marine Stewardship Council*
e Roundtable on Sustainable Palm Qil (RSPO)*

e Roundtable on Responsible Soy (RTRS)*
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e Rainforest Alliance Certified: Bananas, Cattle, Cocoa, Coffee, Palm Oil, and Tea*
e  Fair Trade Certified: various products*
e |IDH'’s Sustainability Initiative Fruits and Vegetables (SIFAV)

e Sustainable Agriculture Initiative (SAI) Platform, Principles & Practices for the Sustainable Production of
Arable and Vegetable Crops, Coffee, Dairy, and Fruit

.62 The registrant shall disclose the percentage of its food procured (by cost of goods sold) that has been third-party
certified to an environmental and/or social sourcing standard, where:

e The percentage is calculated as the cost of goods sold, in U.S. dollars, of food and food products
purchased that are third-party certified to an environmental and/or social sourcing standard, divided by
the total cost of goods sold of food and food products purchased.

e The scope of this disclosure includes third-party certifications that are based on either environmental or
social best practices, or both, because some leading programs are narrowly focused on a single
environmental or social attribute.

.63 Examples of third-party certification programs include, but are not limited to, the organizations noted above
with an asterisk as well as USDA Certified Organic, Certified Naturally Grown, and American Grassfed Certified
beef, among others.

.64 The registrant shall indicate to which standards its food supply is certified.

SV0203FB0501-16. (1) Percentage of eggs purchased from cage-free sources and (2) percentage of pork
purchased from gestation crate-free sources

.65 The registrant shall disclose the percentage of eggs purchased from cage-free sources as the number of eggs
purchased from cage-free sources divided by the total number of eggs purchased, where:

e Eggs from cage-free sources include those laid by hens that have sufficient space to bathe and forage
freely and are not confined in battery cages or other aviary systems designed to confine birds.

.66 The registrant shall disclose the percentage of pork purchased (by weight) from gestation crate-free sources as
the weight of pork purchased from gestation crate-free sources divided by the total weight of pork purchased,
where:

e  Pork from gestation crate-free sources includes pork from pigs that were not confined by individual
crates that prevent them from turning around during pregnancy.

.67 The scope of disclosure shall include eggs and pork purchased for company-owned and franchise locations.
Note to SV0203FB0501-16

.68 Disclosure shall include a description of any additional animal welfare standards used by the registrant.
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.69 The registrant shall describe its animal welfare standards, where:
e  Animal welfare standards include policies for beef, pork, and poultry conditions, including:
= Animal treatment and handling
= Housing and transportation conditions
= Slaughter facilities and procedures
= Use of antibiotics and hormones

.70 Animal welfare standards can include certifications for animal treatment conditions (such as whether animals are
free of cages, gestation crates, hormones, and antibiotics), such as Animal Welfare Approved, Global Animal
Partnership, Certified Humane, and Humane Farm Animal Care.

SV0203FB0501-17. Discussion of strategy to manage environmental and social risks within the supply chain

.71 The registrant shall discuss its strategy to manage environmental and social risks and constraints in its supply
chain for food and food products, where:

e Examples of potential environmental and social supply chain risks and constraints may include impacts
on crop production due to climate change (e.g., changing temperatures, water stress, etc.), price
impacts on beef due to grain pricing or regulatory limits on methane emissions, increased
transportation costs due to climate change regulations that affect fuel availability and pricing, labor
rights and immigration reform that affects food prices and availability, international trade barriers,
resistance to and regulation of the use of genetically modified organisms, and/or varying levels of food
safety oversight in a global market.

.72 The registrant shall discuss its approach to reducing supply chain risk and mitigating constraints, which may
include screening, codes of conduct, audits, and/or certifications, among others.

.73 The registrant shall discuss its recovery/contingency plan, including considerations such as alternate suppliers,
product or ingredient substitution, and revised menu options, among others.
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