Sustainable supply ACDP
chains: how disclosure
data drives progress and

accelerates action




Sustainable Supply Chains

kS

Global supply chains are under unprecedented pressure.
From geopolitical shocks to extreme weather events,

supply chains are increasingly unstable and unreliable —
creating a domino effect of operational and financial

challenges for procurement teams. Even amidst this
volatility, leading companies are leveraging environmental
data from suppliers to improve resilience and future-
proof their supply chains.

The critical need for supply chain
action is well established. On
average, supply chain emissions are
26 times higher than a company’s
operational emissions (Scope 1 and
2)". In the manufacturing, retail and
materials sectors alone, upstream
emissions are equivalent to 1.4
times the total annual CO, emissions
of the European Union. Failing to
measure and manage these supply
chain impacts creates major blind
spots, leaving businesses exposed
to hidden environmental risks and
missed opportunities.

A clear business case has emerged.
CDP data revealed that USS162
billion in potential financial costs are
tied to climate-related supply chain
risks, with a further US$165 billion in
potential opportunities on the table.
The cost of inaction is stark: the
potential costs associated with these
risks are three times more than the
costs to mitigate them?.

By engaging suppliers on this
journey, companies can accelerate
action and drive measurable
results. In 2024, CDP and HSBC
highlighted that suppliers were 2.6
times more likely to set science-
based targets when buyers
collected climate target-related
data annually. Suppliers were also
52% more likely to reduce their
annual emissions when buyers
offered financial incentives.

The benefits are not solely focused
on reducing environmental impacts.
There are also significant financial
benefits. As outlined in our 2025
report ‘The Disclosure Dividend”:

- Companies taking action to cut
emissions across their value chains
report cost savings of USS$54.4 billion
— demonstrating that consistent
environmental transparency delivers
tangible business outcomes.

- Companies consistently investing in
climate resilience and responding to
climate risk are seeing returns of up
to $21 for every $1 spent®.

Recognizing the risks and
opportunities hidden in their supply
chains, more companies than ever
are engaging their suppliers to realize
meaningful change and future-proof
their operations.

USS162 billion in
potential financial costs

are tied to climate-related
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supply chain risks.

1 Source: CDP-BCG Report ‘Scope 3 Upstream: Big Challenges, Simple Remedies’ 2024

2 Source: CDP-HSBC Report ‘Strengthening the chain’ 2024
3 Source: CDP Report ‘The Disclosure Dividend' 2025



https://www.cdp.net/en/insights?1721043058=
https://www.cdp.net/en/insights?1727343420=
https://www.cdp.net/en/insights/disclosure-dividend-2025
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Building on progress

CDP data shows companies are embedding sustainability
into business-as-usual procurement practices:

In 2023,

In 2024, 58%

In 2025, this

only 41% of of companies figure increased
companies were @ were engaging @ to just over 60%.
engaging their their suppliers
suppliers on sustainability
on climate. matters beyond

climate.

Nearly [ of large corporate
disclosers are engaging their suppliers.
SMEs are closing the gap, with just
over 50% now doing the same — up
from around 45% in 2024.
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CDP Supply Chain membership

For 18 years, CDP's Supply Chain
program has played a vital role in driving
supply chain transparency and action.

In 2025, members requested critical
environmental data from nearly
45,000 companies spanning 110
countries around the globe.

Over 19,200 disclosures made
through CDP in 2025 were made
in response to at least one supply
chain request from a buyer — with
suppliers on average receiving

at least two disclosure requests.

As a result, nearly 90% of all CDP
disclosures were either fully or partly
enabled by Supply Chain members in
2024-2025. This makes it one of the
most powerful supplier engagement
platforms in the world

Top 10 Supply Chain Requested Countries

UK
USA 7127Z France
3722 6.65% 490
19.37% 2.55%

Brazil
1,134
5.90%

Total Disclosers
Percentage of Total

Germany
1,567
8.16%
China”
2891
15.05%
Japan
Italy 1,321
610 . 6.87%
317% India
482
2k Korea
562
2.92%

“Including Hong Kong & Taiwan

Supply Chain members most
frequently request disclosures from
companies in the manufacturing,
services, and materials sectors.
These are also the sectors with the
highest disclosure rates.

Top 10 disclosing sectors

Manufacturing 37%
Services 22%
Materials 7%
Food, beverage & agriculture 4%
Transportation services 4%
Retail 4%
Infrastructure 3%
Biotech, health care & pharma 2%
Apparel 2%
Fossil fuels 1%
Other 14%

CDP Supply Chain membership
offers a unique opportunity for
companies to collaborate with
suppliers on shared challenges: from
managing environmental risks, to
accelerating emissions reductions
and identifying efficiency gains.

By enabling access to standardized,
robust and high-quality supplier
data across regions and sectors,
members are able to address critical
dependencies and impacts across
global value chains.
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Leveraging disclosure data for sustainable
procurement outcomes

Companies are building resilient,
low-impact supply chains by
integrating supplier disclosure data
into their procurement processes.
Using this data, businesses can
trace progress over time and turn
intangible environmental goals into
practical engagement strategies and
measurable business outcomes.

These insights highlight seven use
cases, from emissions modelling
to nature-related actions, with
examples of companies actively
managing critical supply chain
risks through a combination of
approaches and datapoints.

All company examples included in this report
are taken from 2025 public disclosures, with
light editing for clarity and consistency.

o)

From estimation
to precision:
Scope 3
emissions
modelling and
Mmanagement

For many leading businesses, Scope
3 accounting has evolved from

a high-level estimate into a core
business capability.

Integrating supplier-level, primary
emissions data into Scope 3
modelling delivers a far more
accurate picture of risk, progress
and value creation than estimations
based solely on spend data and
company-level emissions. It allows
companies to pinpoint hotspots and
engage high-impact suppliers while
embedding emissions management

Singtel, Asia's leading communications
technology group, asks their top 200 tier

1 suppliers by spend to disclose their
environmental impact and emissions reduction
plans through CDP.

As a CDP Supply Chain member, the Singtel
Group can access this data that enables the
company to refine its Scope 3 emissions
accounting methodology. This has contributed to
a decline in Scope 3 Category 1 and 2 emissions.

Working with CDP has also strengthened

the Group's engagement with high-emitting
suppliers, establishing partnerships that can
better enable the transition towards a net-zero
economy.

into procurement, finance and
product development. As a result,
decarbonization becomes a driver of
efficiency and resilience — rather than
a compliance task.

Beyond direct emissions disclosure,
supplier data is critical in helping
companies to remain on track to
deliver against their own Scope 3
commitments. Robust risk data also
allows companies to identify at-risk
suppliers that are lagging and may
need support or other interventions.
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Cascading
science-based
targets

Supplier
Transition
Readiness and

Credibility

<X
x>

4 https://www.cdp.net/en/insights/from-plans-to-capital

Leveraging supplier disclosure

data makes science-based targets
tangible and achievable. By modelling
supplier emissions, companies

can assess their progress towards
meeting the Scope 3 element of

their science-based targets and take
interventions to keep them on track.

This has two distinct but interrelated
elements:

a) Setting requirements: By
gathering data from suppliers,
companies can more effectively
set requirements for suppliers to
establish targets of their own.

US retailer Target continues to collaborate
with its business partners on setting science-
based targets as a foundational pathway for
decarbonization. By the end of 2024, 75% of
Target's business partners by retail spend had
established science-based Scope 1 and 2 targets.

Building on this progress, Target has expanded
its efforts to support business partners beyond
target-setting. In 2024, the company prioritized
practical decarbonization opportunities, with
supply chain energy solutions at the forefront.

Target requires business partners to disclose
through CDP, using this data to track supply
chain emissions, inform their Scope 3 targets,
and collaborate on emission reduction efforts.

In CDP's report, From Plans to Capital:
Tracking the Credibility of Transition Plans?,
analysis of 2024 corporate disclosures
revealed that:

+ Only 25% of companies reported having
a transition plan and just 12% met all 21
CDP indicators of credibility.

- Despite 68% of reported emissions sitting
in Scope 3, fewer than 30% of companies
have a supplier engagement strategy

+ Only 22% of companies with science-
based targets require suppliers to set one.

b) Tracking progress: Supplier data
allows corporates to understand
how suppliers are progressing
towards achieving their own
targets. In turn, this offers buyers
a clearer view of how they are
progressing towards meeting
their own Scope 3 commitments.

Taken together, these two elements
give businesses the confidence to set
ambitious, 1.5-degree aligned, science-
based targets. By demonstrating a
realistic pathway, they can also build
stakeholder trust and support the
case for board approval.

Kao Corporation, a Japanese global chemical
and cosmetics company, engages with direct
materials suppliers on climate change and GHG
emissions reduction, requesting disclosures
through the CDP questionnaire.

This engagement has led to more suppliers
setting Scope 1 and 2 targets, strengthening
resilience across the value chain. Kao encourages
suppliers to advance CO2 reduction initiatives by
evaluating their progress and providing feedback.
Through this engagement, Kao strengthens
collaboration with suppliers and promotes
decarbonization across the supply chain.

As an incentive, suppliers with higher ratings
may, where appropriate, be given greater
consideration in procurement decisions, thereby
encouraging continuous improvement.

These figures highlight a major gap
between ambition and implementation,
particularly across value chains. Leading
businesses are now looking to suppliers
for credible transition plans that can
complement and reinforce their own.

CDP Supply Chain Membership enables
buyers to assess supplier readiness
across the same indicators that investors
and regulators use to judge transition
credibility, helping them identify strengths,
gaps and engagement priorities.



https://www.cdp.net/en/insights/from-plans-to-capital
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Incentivizing
supplier behavior

CO)

Since 2023, Canadian consulting firm
WSP has run its Low-Carbon Supplier
Engagement Plan to collect supplier-

Businesses want to partner with
suppliers who share their values,

and corporates are increasingly
integrating disclosure metrics

into score cards, contracts and
onboarding processes to ensure they
are working with the suppliers most
aligned to their goals.

While environmental metrics are only
one element of this, they are becoming
increasingly pivotal to procurement
decisions. More companies than ever
are using procurement processes to
incentivize supplier behavior:

Enterprise technology company HPE's Supplier
Engagement Rating (SER) scorecard includes
clear requirements for supplier climate

action. These include setting corporate-wide
Science-Based Targets for Scope 1 and Scope
2 emissions, as well as demonstrating these
emissions are declining in line with climate
science.

As a CDP Supply Chain member, HPE
encourages all production hardware suppliers
to publicly disclose annually through CDP.

In 2024, 97% of HPE's production hardware
suppliers by spend disclosed, with third-party
assurance rising from 80% to 97% by spend.

HPE partners with top-spend production
suppliers to fund and implement energy
efficiency projects at their manufacturing sites.
HPE also continues to collaborate with suppliers
to advance renewable energy adoption and

has established the 2030 Carbon Roadmap in
collaboration with its top 97% of component,
production, and logistics suppliers to address
emissions from supply chain and logistics.

specific Scope 1, 2 and 3 emissions

data through CDP and align suppliers’

ollsarz1cklnnlolitlelgl With WSP's own.

*In 2024, less than 50% of
respondents to CDP's full corporate
guestionnaire indicated that
they were setting contractual
requirements for their suppliers on
sustainability. This figure rose to
over 55% in 2025.

» Less than 25% indicated that
they had set no environmental
requirements, contractual or
noncontractual, on their suppliers at
all, compared to 30% in 2024.

Telecommunications service provider
Chunghwa Telecom (CHT) has integrated
environmental requirements into its
procurement terms, mandating supplier
cooperation through CDP disclosure, GHG
inventories and ESG audits. Non-compliance
may lead to termination of the supplier
relationship.

Since 2025, projects with a bid amount over
NTS50 million must disclose through CDP and
contribute to CHT's Scope 3 carbon inventory.
Suppliers with contracts over NTS30 million
must report product and service carbon
footprints and undergo verification.

CHT may conduct on-site audits for key
suppliers with prior-year cumulative
transactions exceeding this amount. Audit
results influence supplier scoring and
sustainable ratings. Suppliers must rectify
issues within six months or face a one-year
suspension or further penalties.
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Capacity
building
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5 Source: CDP-HSBC Report ‘Strengthening the chain' 2024
6 Source: CDP-HSBC Report ‘Strengthening the chain’ 2024

Providing capacity building support
to suppliers plays an important role
in integrating critical environmental
KPIs into the procurement process®.

Through leveraging a multitude of
disclosure datapoints, buyers can
quickly identify which suppliers
are most effectively supporting
their environmental ambitions and
which are not. This enables them
to segment their supply chain:
rewarding high achievers and
providing clear visibility over the
areas where laggards might require
additional support.

Electrolux Group, a global home appliance
company, leverages data disclosed through
CDP to evaluate supplier performance on
climate and water-related topics. Based on
these assessments, the Group conducts
targeted improvement sessions with suppliers
that are still strengthening their capabilities in
these areas.

These engagement activities have resulted in a
consistent increase in the number of suppliers
reporting their Scope 1 and 2 greenhouse gas
emissions and setting emissions reduction
targets, reflecting continuous progress across
the Group's supplier base.

Targeted capacity building empowers
suppliers to contribute meaningfully
to their buyers’ environmental

goals and is critical to supporting
them on their sustainability journey.
CDP & HSBC's 2024 publication
‘Strengthening the chain’ found that
suppliers who received training

and support were 1.7 times more
likely to conduct climate-related risk
assessments compared to those
who did not receive capacity building
from their buyers®.

European energy company Vattenfall uses

the CDP Supply Chain program to gather

data and engage with key suppliers to drive
decarbonization and improve transparency. By
utilizing the data suppliers disclose through
CDP the company identifies suppliers, groups
them into different categories, and applies
tailored engagement strategies.

Vattenfall uses suppliers' climate ambition

and performance to inform awarding. For
some suppliers, this involves engaging in close
collaboration and dialogue, focused specifically
on increasing the share of renewable energy.
Other suppliers have contracts with more
ambitious emission reduction targets.

Vattenfall engaged with suppliers representing
52% of the total direct and indirect procurement
spend (including spend on fuel) through the
Supply Chain program in 2024.



https://www.cdp.net/en/insights?1727343420=
https://www.cdp.net/en/insights?1727343420=
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|dentifying
collaborative
opportunities

One of the critical benefits of
supplier disclosure is the ability
to identify key collaborative
opportunities to improve and
transform existing business
practices — replacing them with
more innovative and sustainable
solutions.

Nearly 70% of CDP respondents
indicated in 2025 that they have
either already implemented
collaborative opportunities with
their buyers or plan to within the
next two years. Encouragingly, this
figure rises to nearly 75% among
SME respondents, demonstrating
how buyers are supporting their
journey towards more effective
environmental stewardship.

06
Unlocking
capital

In 2024, CDP & HSBC showed that
suppliers were 52% more likely

to reduce their annual emissions
when their buyers offered financial
incentives to do so. However,
despite the potential impact of such
incentives, only 2% of respondents
had incorporated these measures
into their procurement processes.

Suppliers need access to the capital
to act. Innovative forms of sustainable
supply chain finance are emerging

to do exactly that, with programmes
designed to extend preferential
financing to suppliers. The mechanics
are straightforward: suppliers are
assessed against ESG criteria, and
those who meet the bar access better
financing terms, creating a direct
financial reward for decarbonization.

In 2024, consumer electronics and home
appliance company LG Electronics collaborated
with the Korea Productivity Center to provide
carbon reduction consulting to 15 key suppliers.

This initiative enhanced risk management
capabilities across the entire process from

data analysis and measurement to diagnostics,

task identification, and target setting. Through
these efforts, LG Electronics established

a foundation that enables suppliers to
systematically manage carbon emission risks
and implement voluntary reduction measures.

Central to making these programmes
work is the role of corporate treasury.
Sustainable supply chain finance sits
at the intersection of procurement
strategy and financial operations, and
where treasury's active involvement
can act as a strategic enabler of the
sustainability agenda.

Leading buyers are leveraging
standardized and comparable
environmental data to drive
decarbonization by offering benefits
to top-performing suppliers. While
the approaches and incentives

vary, buyers are generally looking to
support their suppliers’ rapid adoption
of environmental best practice.

LG also operates a financial support

program to help mitigate carbon reduction
risks within supplier operations. It actively
promotes energy efficiency, carbon reduction
technologies, and the transition to renewable
energy. Through these initiatives, LG
Electronics aims to strengthen risk mitigation
capabilities throughout the supply chain in
response to climate change risks.
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Nature-related
impact
management

While many businesses are

still focused on climate-related
impacts, leaders are increasingly
integrating nature-related impacts
into their approaches to ensure
they are building truly resilient
supply chains. These companies
are addressing deep environmental
impacts across the globe through
detailed monitoring and tracking of
their supplier performance across
core nature-related metrics.

Sector with nature dependencies

Of the 2025 CDP respondents who
indicated they only requested their
suppliers to disclose on climate-
related issues, over 50% were
operating in sectors with significant
nature dependencies. Given the
potential nature-related impacts
associated with these activities,

this lack of engagement beyond
climate may point to key gaps in the
understanding of how nature-related
risks and impacts affect value chains.

# of large companies only engaging on climate

Manufacturing

Materials

Infrastructure

Biotech, health care & pharma
Food, beverage & agriculture
Fossil fuels

Apparel

Through CDP's Supply Chain program, personal
care group L'Oréal encourages its suppliers to
measure and report water consumption. At the
end of 2024, suppliers fulfilling this commitment
represented 39% of the expenses incurred on

all suppliers with substantive water impacts
and/or dependencies. Their average CDP Water
Security score was B-.

L'Oréal measure suppliers' sustainability
performance against a global scorecard for

all purchasing fields. The group continues its
program to assess the sustainability policies
of strategic suppliers, including information

on their monitoring of water consumption,
water policy, and targets related to water. This
information is used for procurement decisions.

Success is measured through customized supplier
profiles, which include water performance. These
profiles are used for annual reviews with suppliers
and to identify areas for improvement.

1251
304
300
130
92
75
54

As part of DS Smith's engagement program,
the UK-based international packaging
company focused on 41 strategic suppliers
that supply its paper purchasing platform with
timber products.

In 2024/25, DS Smith aided capacity building
by organizing events through Circulytics, the
Ellen MacArthur Foundation’s circular economy
measurement tool.

Other collaborative projects included helping
suppliers identify whether their sourcing is
regenerative — enabling them to extract the
maximum value whilst protecting finite natural
resources in the forest supply chain.

The company also helped suppliers develop
public time-bound action plans with clear
milestones.

10
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Conclusion

As sustainable supply chain management becomes
IREEEEREAVYIE] to everyday operations, environmental
disclosures are becoming central to supplier
engagement and procurement decisions.

While progress is being made, further
mainstreaming of sustainable supply
chain management is required to
meet the ambition of a 1.5-degree
future. Most significantly, while
climate metrics have become
standard for many businesses, more
needs to be done to encourage
nature-related disclosures.

Several supply chain leaders are
already making great strides in
this area. However, some sectors

with nature-related dependencies
have much to gain from a clearer
understanding of the impacts and
risks in their value chain — both
financially and environmentally.

While not exhaustive, the use
cases and Supply Chain member
examples in this report offer
inspiration for those seeking to
protect the environment while

unlocking economic opportunities.

In an era of unprecedented supply
chain volatility, the companies
that thrive will be those that turn
environmental data into action.

By engaging suppliers, integrating
disclosure data into procurement,
and addressing both climate and
nature-related impacts, businesses
can manage their risk by building
supply chains that are sustainable,
resilient and profitable.

11
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Annex — example metrics list:

Metric Category  CDP Datapoint Relevant Use Cases Why it matters Data use

Supplier Scope 1 7.6 (Scope 1) + Scope 3 emissions modelling These emissions directly ~ Track supplier emissions year-on-

&2 emissions & 7.7 (Scope 2) & management relate to buyer Scope 3 year to understand supplier progress,

Verification 7.9.1 (Scope 1 Verification) - Science-based target cascade emissions. gain a better understanding of your
7.9.2 (Scope 2 Verification) + Capacity building own Scope 3 emissions, and target

7.26 (Emissions allocation
to customers)

+ Unlocking capital

hotspots in supplier emissions to
drive decarbonization action.

Product-level 7.73.1 - Scope 3 emissions modelling While entity-level emissions A more effective way to identify
Emissions 7.73.2 & management management is critical, which products your business
7.73.3 - Science-based target cascade moving beyond this level procures are driving Scope 3
7734 - Capacity building to product-level emissions  emissions and create opportunities
+ Unlocking capital accelerates progress. to collaborate to decarbonize.
Energy 7.30.1 (Energy consumption) - Scope 3 emissions modelling Energy consumption Understand how suppliers are
7.30.9 & management and generation are tackling their Scope 2 emissions
- Science-based target cascade critical factors defining to identify any gaps in progress or
- Capacity building a company’s Scope 2 areas to improve.
+ Unlocking capital emissions.
Targets 7.53 (Absolute & intensity targets)  « Scope 3 emissions modelling Gives an indication Identify which suppliers have

7.53.1

7.53.2

7.54 (Other targets, including net
zero & energy targets)
7.54.1

7.542

7.64.3

8.7

8.7.1

8.7.2 (Forests targets)
9.15

9.15.1

9.15.2 (Water targets)
10.17 (Plastics targets)

& management

- Science-based target cascade

- Seeking suppliers with aligned
values

- Capacity building

+ Unlocking capital

+ Nature-related impact
management

of how suppliers
intend to manage their
environmental impacts
and on what timeline.

set targets, reward suppliers
progressing well against targets,
and highlight suppliers requiring
additional support.

Risk disclosure

221

2.2.2 (Risk Management
Processes)

3.1.1 (Risk disclosure)

+ Scope 3 emissions modelling
& management

- Science-based target cascade

+ Seeking suppliers with aligned
values

- Capacity building

+ Unlocking capital

- Nature-related impact

While supplier emissions
may be performing well in
the near term, there may
be risks on the horizon
with potential to derail
progress in the medium/
long-term.

Identify any potential shocks that
could derail progress with suppliers’
emissions management efforts.

management
Climate 52 + Scope 3 emissions modelling Transition plans have Identify which suppliers have
Transition Plan & management emerged as a critical established transition plans, reward
- Science-based target cascade tool for corporates those progressing well, offer support
+ Seeking suppliers with aligned to leverage on their to those lagging behind.
values decarbonization journey
+ Capacity building to link targets to long-
» Unlocking capital term business strategy.
Emissions 7.55 + Scope 3 emissions modelling Emissions reduction Tracking your supplier's efforts to
Reduction 7.55.1 & management initiatives are critical to reduce emissions over time gives an
Initiatives 7.55.2 - Science-based target cascade implement as part of an indication of their trajectory towards
7553 « Identifying Collaborative effective decarbonization  net zero and opens up collaborative

Opportunities

+ Unlocking capital

strategy.

opportunities to support each other's
decarbonization journey.

12
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About CDP

CDP is a global non-profit that runs the world’s only independent environmental disclosure system. As the
founder of environmental reporting, we believe in transparency and the power of data to drive change.
Partnering with leaders in enterprise, capital, policy and science, we surface the information needed to
enable Earth-positive decisions. We helped more than 22,100 companies and over 1,000 cities, states and
regions disclose their environmental impacts in 2025. Financial institutions with more than a quarter of
the world’s institutional assets use CDP data to help inform investment and lending decisions. Aligned with
the ISSB's climate standard, IFRS S2, as its foundational baseline, CDP integrates best practice reporting
standards and frameworks in one place. Our team is truly global, united by our shared desire to build a
world where people, planet and profit are truly balanced.

Visit cdp.net or follow us @CDP to find out more.

www.cdp.net



