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Strategic ESG Due Diligence for
Sustainable Procurement
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Speaker

CEQO & Co-Founder, Fair Supply

Kimberly Randle

Over 20 years experience working in law and human
rights for top tier firms in Australia and the United States
including International Justice Mission. Kimberly is a
sought-after expert and speaker in the field of Modern
Slavery and has been called upon to provide evidence for
both state and Commonwealth parliamentary inquiries
into Modern Slavery.
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Managing supply chain nsks IS key to
.' building business resilience.




The Changing

Role

of Procurement

Due Diligence has become a whole

organisation imperative.

Procurement is no longer just about
securing the best price and meeting

timelines.

Procurement are required to support the
whole organisation’s needs from a

compliance and due diligence

perspective, due to their accountability

for supply chain management.

Regulations

v v v

Executive team

Governance

Finance Sustainability

Carbon Emissions Modern Slavery

Procurement

Due Diligence

Supply Chain

Operations

Biodiversity
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Each of these drivers make it risky to rely on a ‘tick-the-box’ compliance approach.

Regulatory compliance

Modern slavery laws, climate disclosure and
global shift toward mandatory human rights
due diligence (e.g. EU CSDDD).

Investor and stakeholder expectations
Investors and boards demand transparency on
supply chain risks, avoiding poorly governed or
high-risk companies.

D

Reputational risk

One supplier issue that makes the headlines
can significantly damage brand trust and lead
to significant financial impact.

Global supply chain volatility

Climate events, political instability, and labour
rights breaches disrupt operations and
increase costs.
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The process (and obligation) of companies to
Identify and address potential and actual adverse
human rights and environmental impacts in the
company’s own operations, their subsidiaries and,
where related to their value chain(s), those of their
business partners. 77

Corporate Sustainability
Due Diligence Directive (CSDDD), EU
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Strategic ESG due diligence is the continuous
integration of environmental, social and

governance risk management into procurement Environmental
decisions to identify and address adverse *  Supplier carbon footprint
impac ts e \Waste and water management

e  Sustainable sourcing of raw
materials & critical minerals

This safeguards business resilience and unlocks

long-term value. Strategic ESG

Due Diligence
e Supplier transparency

and reporting

e Anti-bribery

e Policy and regulatory
compliance

e Modern slavery risks
e  Worker health, safety
and wellbeing

Social Governance



What is Strategic ESG Due Diligence?

Strategic ESG due diligence shifts procurement from a one-off compliance exercise to a continuous,
value-driven process.

Transactional/one-off

One-time check during supplier
onboarding

Reactive (issues identified only after they
occur)

Limited to compliance checklist

Siloed in procurement or legal

Strategic and continuous

Ongoing monitoring across supplier
lifecycle

Embedded in procurement
decision-making

Anticipates risks before they materialise

Integrates performance improvement
and innovation



Framework for Strategic Due Diligence

Step 1: Identify risk

Strategic | - Step 2:
Step 4: ESG Due Assess and prioritise
Monitoring and Diligence
improvement

Step 3:
Supplier engagement
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Step 1: |dentify Risk

Move from broad
and shallow

to narrow and deep
focus

Map out full supply chain.

Pinpoint industry categories and
supplier locations with elevated
risks relative to company’s supply
chain.

Build upon risk assessment and
broad brush due diligence
measures to informed selection of
focus areas.
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Step 2: Assess and prioritise risk

A practical example of how to move from risk assessment from shallow and wide to focused (narrow) and deep
(long-term) due diligence by triaging the nature and extent of due diligence to reflect the assessed risk.
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® Partner with suppliers to enhance
grievance/complaint reporting systems

® Strengthen worker voice protections

Examples:
® Support external auditing and certification
With direct Y, initiatives ® Solar panels for office
suppliers? , buildings (direct purchase or
i e e * Implement robust risk mitigation frameworks Are there any upcoming by corporate landlord)
lertifiad arass of o significant procurement activity .
potentially elevated risks i ciae ® EV vehicle fleet purchase
Deeperin the * Explore direct suppliers' willingness to partner a due diligence focal point?
supply chain? for increased transparency and engagement e Upcoming renewal of
in their own supply chains commercial office cleaning
services contract

e Recognise that it might take longer to achieve
meaningful outcomes

® Focus on one or two priority areas.



Step 3: Engage with Suppliers

Despite their ‘bad rep’, strategically deployed SAQs and careful analysis of their responses can provide a
useful springboard to more targeted due diligence activities with individual suppliers or across multiple
suppliers.
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Red-flag risks such as...

Use of labour hire companies
and/or foreign temporary
migrant visa recruitment.

SAQ analysis

Concentrated exposure to high
carbon-emitting suppliers or
regions.

can help reveal...

Sourcing from regions or

r & &

sectors linked to significant
biodiversity or nature 0ss.



Step 3: Engage with Suppliers

Suppliers, particularly, smaller and less sophisticated companies in high-risk industries might be more
responsive to providing key due diligence data and access if they are assisted with capacity building
programs such as:

foas 1= <
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Education and Policy and governance Assistance with supply
training precedents/framework chain risk assessment
documents and supplier-specific due

diligence
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Step 3: Engage with Suppliers

The following are example due diligence actions that can be used in a multi-year modern

slavery response program, classified by supplier risk level.

Elevated risk suppliers Moderate risk suppliers Low risk suppliers

Onsite auditing / worker interviews S i-EpEiis ClEsie e ening

Supplier third-party certification TErgeise| suplier elesiosle
requests

Long-term anti-slavery supplier

partnership Collaborative supplier engagement

Periodic individual supplier
monitoring

Supplier self-assessment
questionnaires

Periodic supplier monitoring

Collaborative training and awareness
raising
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Step 4:

Monitoring and continuous

improvement

e Use technology and data to detect
changes in supplier ESG risk profiles in
real time.

e Schedule ESG checkpoints at key
procurement milestones (onboarding,
contract renewal, mid-contract reviews).

e [rack supplier performance against
agreed ESG KPlIs and targets.

e [eed learnings back into sourcing criteria
to drive continuous improvement.

Reported Issues REPORTS FOUND Operational Risks

2 Modern slavery risk indicators associat

REPORTS FOUND

with the 2

Media reports and other third party allegations

companies supp!

Summary of reports

BBB Company Limited is facing significant labor-related issues primarily in Brazil and China. In Brazil, multiple allegations have surfaced
regarding human trafficking and 'slavery-like' conditions at a factory construction site, involving forced labor, degrading work conditions, long
hours, debt bondage, passport confiscation, and wage withholding. These issues have led to investigations by Brazilian authorities and the
suspension of construction activities. In China, BBB is implicated in using aluminum produced by Uyghur forced labor, raising concerns about
its supply chain practices. The timeframe for these issues is not consistently specified, but the Uyghur forced labor allegations are noted in the

context of 2024. A pattern of serious labor violations and non-compliance with labor standards is evident across these regions.

na May

High-risk transition metal suppliers

In May 2024, The Verge (Vox Media) reported that BBB sources batteries from Hunan Changyuan Lico, a subsidiary of China Minmetals. While China Minmetals has
faced multiple allegations of environmental and labor rights abuses, these accusations did not specifically implicate Hunan Changyuan. BBB did not respond to The
Verge's request for comment.

@3 BBBglobal

BBB Response

No Public Commentary to The Verge: According to the article itself, BBB did not respond to The Verge's request for comment.
Broader Context: In previous instances where forced labor or supply chain allegations have surfaced, BBB has occasionally issued broad denials or stated
compliance with local labor laws. However, there is no specific or detailed statement from BBB (as of now) directly addressing these claims.
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High-risk transition metal suppliers China May

In May 2024, The Verge (Vox Media) reported that BBB sources batteries from Hunan Changyuan Lico, a subsidiary of China Minmetals. While China Minmetals has
faced multiple allegations of environmental and labor rights abuses, these accusations did not specifically implicate Hunan Changyuan. BBB did not respond to The
Verge's request for comment.

BBB Response

No Public Commentary to The Verge: According to the article itself, BBB did not respond to The Verge's request for comment.
Broader Context: In previous instances where forced labor or supply chain allegations have surfaced, BBB has occasionally issued broad denials or stated
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Y& FAIRSUPPLY Analyst

Highest Modern Slavery Exposure found in

Know who you're doing
business with.

The next-generation due diligence tool that surfaces
context, red flags and adverse media findings for any
supplier — in seconds.

Try 10 searches for
free today:




Q&A Session



Lead your organisation to

sustainability success today.

fairsupply.com | 02 8091 4348

success@fairsupply.com
Follow us on Linkedin
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https://www.linkedin.com/search/results/all/?fetchDeterministicClustersOnly=true&heroEntityKey=urn%3Ali%3Aorganization%3A19108942&keywords=fair%20supply&origin=RICH_QUERY_TYPEAHEAD_HISTORY&position=0&searchId=e20b0927-f2e4-4212-b7a8-5b90c15d0114&sid=xA_&spellCorrectionEnabled=true

