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35,089
Suppllers

94%
of merchandise
sold in Mexico is
purchased nationally

1**SME

Seminar with the
purpose of driving
entrepreneurship

15,966

Small suppllers
developed

<.
21>

Financiaband Corporate Responsibility Report 2017

63



9y 21e10d10) pue [eRu




Category 1

Lower Risk:

Category 2
Medium Risk:

Category 3
Higher Risk:



These audits seek to verify that, among other things:

Workers are properly paid
for the work they do
@ Labor is
’ |—tj| E voluntary

Facilities comply with employ-
ment age laws and standards

?/c\ﬂ Working hours are not
excessive and are consistent

with local laws and standards

Facilities meet health and
safety laws and regulations

Where an audit is required, we instruct our suppliers
to obtain an audit from a Walmart-approved third-
party social compliance audit program so that we can
evaluate the facility’s compliance with Standards for
Suppliers. We currently accept audits from internation-
ally recognized third-party programs.

We review the third-party audit reports that suppliers
submit, looking for higher-risk non-compliances
with Standards for Suppliers and issues that may be
escalated for possible investigation. It will assign the
audited facility a color rating based on the third-party
program’s evaluation of the facility and our review of
the report.

Through the Responsible Sourcing Academy Training
Portal, suppliers can access training resources, best
practices guidance, and educational materials devel-
oped by third parties and by Walmart. Our hope is that
placing relevant and robust content in a centralized
location will increase the use of these resources for the
benefit of the entire supply chain.

Audits rating

Least severe violations.

Generally compliant with the Standards, but which
have failed to meet at least one important requirement.

Serious violations of the Standards, but will continue
to allow sourcing from that facility while the violations
are remediated. Three consecutive Orange ratings may
resultin a Red rating, regardless of whether the facility
remains in good standing with the audit program
chosen.

Violations of a nature that may make it appropriate
to temporarily or permanently terminate the facility’s
ability to produce product for sale by Walmart. If a
facility is assessed a Red rating, its ability to produce
product for Walmart may be ended indefinitely, its
production halted and/or its product refused.
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6,037 suppliers with
active vendor agreements
for the Mexico and Central

America Markets

1,028 total active
facilities in Mexico
and Central America
supplying various
Walmart retail markets

8,244 Audits conducted at facilities physically
located in Mexico or Central America

4,631
Mexico

15%

16%
1%
9%

3,613
Central America

14%

15%
1%
10%
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Developing a
local and inclusive
supply chain

G4-EC8, G4-EC9

We create economic opportunities for people and
businesses all along our supply chains. We support
programs that advance women’s economic mobility,
create advancement opportunities for people in retail
and related sectors, promote local manufacturing,
champion supplier diversity and help suppliers and
small businesses grow.
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Purchases directly from
local suppliers of Our Brands

Self-service

75% domestic
suppliers

96% of sales

from domestic
suppliers

of sales
from regional —— regional
suppliers suppliers

D
&

Purchases from domestic/
regional suppliers

Purchases of domestic/
regional products

Purchases directly from
local growers

Purchases directly
from imports

Jo

Meat

Mexico CAM

Purchases from domestic/
regional suppliers

94% 100%

Purchases of domestic/
regional products

88% 100%

Purchases directly from
local growers

87% 100%

Purchases directly
from imports

6% 0%

Purchases from domestic/

regional suppliers

Purchases of domestic/
regional products

Purchases directly from
local growers

Purchases directly
from imports
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Small Supplier

(Mexico)

15,622 Small §A§
suppliers developed I

O '/VV\L Average
2% increase in income
o o| forsuppliers of
manufactured goods

2,228 Suppliers sell
in our stores

Agricultural Development program

9,300 Farmers
trained since 2011

Eight companies were invited
to be supplementary buyers
with inclusive practices so as to
diversify sales channels

for farmers.

Results 2017

40% More
agro-enterprises created

A 79% increase,
amounting to
78.3 MXN Million

1,795 New direct
jobs created

5,000 New
small farmers

Four NGOs were incorporated
to replicate the model through
a training program cascaded
down to new groups

of farmers.

Manufacturing program

O
o

@

Redesigned to broaden
scale and impact

64% growth in the
number of developing
companies

541 stores as points of sale




Fertile Soil

(Central America)

Through the direct sale
program supporting 475 small
and medium-sized farms

+619 MXN Million
SR in purchases

Representing 76%
sy~ in produce and
grains sold

Continued training in good agricultural practices (GAP)
is given to farmers so as to reduce environmental impact
and enhance productivity.

We held agro-industry fairs, wherein the work of our su-
ppliers received recognition in each county. In addition,
informative sessions were held regarding good manufac-
turing practices and market trends.
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Adopt an SME

(Mexico & Central America)

This program seeks to help a group of SMEs increase their
sales and develop their operating, financial and logistics
capacities through our Merchandising division.

In Mexico, the 3™
generation of 128 SMEs

+2 MXN Billion in sales

+19% Growth in
sales vs. 2016

In Central America,
146 SMEs participated
in this program

(Central America)

The program fosters the development of small and
medium-sized enterprises (SMEs), regardless of whether
they are agricultural/livestock or manufacturing companies.
Special focus is placed on the economic empowerment
of women.

444 SMEs, of which

is for SMEs who work with
Walmart to increase their sales
through growth of the business

with the purpose of driving
entrepreneurship

50% of suppliers

49% of suppliers

62% of suppliers
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Guaranteeing
quality and food safety

Our Brands and food
product suppliers must
have GFSI certification

96% in Mexicoand 81% in
Central America of Our Brands
suppliers are certified in norms
acknowledged by the GFSI -Global
Food Safety Initiative

&
196 Units have H 9
Certification

The Company developed the food safety system known
as SPARK (Sustainable Paperless Automated Record
Keeping) so these efforts may be more efficient and
effective. SPARK employs electronic hand-held devices
to record food temperatures. Since results are digital, the
Company is able to identify trends and correct problems
before they become serious. SPARK also allows for
immediate training for associates using the device. For
example, when an associate is measuring the temperature
of any given food item, the device immediately displays
the correct range of temperature.

To guarantee the protection of our customers, Central
America implemented the Food Safety Champions
program so associates can choose to participate and
become the champions of their areas; in addition to
their daily tasks, this includes disseminating different
subjects and controls on Food Safety, with the purpose of
improving quality and safety standards. Likewise, online
courses were made available on Cleanliness, Pest Control,
and Food Safety; 100% of field associates completed
this training. During the year, the program of third-party
audits was completed 100% in the subjects of Food
Safety and Pest Control.

"?’]

We are one of the
founders of GFSI

Global Food Safety Initiative

Global effort with
multiple stakeholders

International
Recognition

L%
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14 Audits performed on DCs

and redistribution centers, regarding
Storage and Distribution Best Practices
(S&DBP)

34,899 Audits performed

in-storage, regarding food safety

201 Participants

in courses free-of-charge for
food suppliers offered by
the Walmart University

100% of Our Brands products
are continuosly monitored
in quality

-

Health & safety incidents

G4-PR2

Fines or sanctions
Warnings

Recalls

Mexico CAM

303

7

108

NA

NA

4
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We constantly evaluate our suppliers

Our Brands suppliers evaluated in Mexico

Shoes

g4 8

24 48 10

Textiles

w/l®

39 29

Jewelry

and accessories

§H0 §HO

ya
JJJ

Food

g

215

286

=0

General
merchandise

163 265 18

Medications

g B
31 13

95 Product analysis of the quality
parameters by laboratories

authorized by Cofepris

N\

( . ) .
Medimart Pharmacies
31 Suppliers
5,284 Store
90 Facilities internal audits
13 Completed audits

988 External
audits by Cofepris

~

In-store doctor’s office

437

Internal audits

6

External audits

g

a Audits

® Not approved

Distribution Centers

11

Internal audits

0

External audits
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Enhancing
healthier choices

We offer products with the health of our customers
in mind, and therefore at Superama we increased the
offering of healthy products, such as:

d
»
O

Gluten free Sugar free Organic

© @

Kosher Free of trans fat Low sodium

Prevention of
Food-Related Fraud program

Through outside analysis by laboratories
accredited in:

Identifying raw materials in meat
and cooking products, with a total of
160 tests conducted

Verifying the integrity of Our
Brands ingredients, such as honey,
milk, olive oil, 100% natural juices,
and coffee; with a total of

53 tests conducted

Validating certificates for products
sold as organic, accrediting a total of
217 products

L%
21>
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Responsible labeling
and marketing

When reviewing the product labels for Our Brands, we
ensure that the nutrition information complies with all
Mexican National Standards (NOMs) applicable to each
product.

Compliance consistently offers training to key areas and
sends information to all our units on customer communi-
cation guidelines and on comparative advertising.

Labels were analyzed

Visits from
health and consumer
protection authorities .. @

Reduction in
labeling incidents

6,680 Associates
trained in Mexico in

consumer-protection
@ issues

® 919% Reduction in

marketing incidents

1
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