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1. INTRODUCTION

Our commitment

As one of the world's leading suppliers and the
largest vegetable oil refinery in Southern Europe,
with more than 50 years of experience, LIPSA
operates under strong ethical, responsible, and
sustainable standards, in line with the principles
and commitments outlined in our Responsible
Sourcing Policy.

Coconut oil is a key raw material for our business.
Through this Coconut Sustainability Policy, we
define our principles and ambitions for all coconut-
related sourcing, trade, and engagement activities.

Our role in the Coconut Supply Chain

LIPSA sources crude coconut oil and refines it for
food and industrial applications. We apply global
best practices across our operations and recognize
that the coconut sector presents specific
economic, social, and environmental challenges
that require targeted engagement and continuous
improvement.

We are committed to advancing this sustainability
journey together with our suppliers, partners, and
stakeholders.

Key origin and sector challenges
The Philippines is LIPSA's sourcing origin,
representing a sector with over 35 million
smallholder farmers, fragmented farms, and aging
plantations. The coconut industry faces significant
challenges, including:
¢ Growing global demand outpacing supply.
e Limited farmer access to finance, training, and
markets.
e |Inadequate agricultural inputs and pest
management systems.
e Environmental risks, including potential
deforestation and ecosystem impacts.
¢ An ageing farmer population and the need to
encourage youth participation and generational
renewal in coconut farming.

Collaboration and industry engagement

LIPSA is a member of the Sustainable Coconut
Partnership since 2023 and actively supports multi-
stakeholder collaboration to promote a responsible
and resilient coconut sector. We believe that long-
term sustainability in the coconut industry can only be
achieved through collaboration among farmers,
suppliers, processors, customers, civil society
organizations and industry initiatives.

Our objective is to contribute to a coconut sector that
creates positive outcomes for farmers, communities and
the environment, while ensuring long-term sector
viability and supply security. We are committed to
supporting continuous improvement initiatives that
foster climate resilience, environmental protection,
responsible  sourcing practices and  sustainable
economic opportunities across the coconut value chain.

Our approach

LIPSA acknowledges both the risks and opportunities
associated with coconut cultivation. By strengthening
supplier engagement and understanding local
contexts, we aim to minimize adverse impacts and
maximize positive economic, social and
environmental outcomes across the value chain.

This policy reflects our commitment to fostering a
responsible, transparent, and sustainable coconut sector
aligned with LIPSA's broader sustainability principles.
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2. SCOPE OF THE POLICY

LIPSA is committed to responsible sourcing for all our ingredients. In addition to our Responsible Sourcing
Policy and Code of Ethics, this Coconut Sustainable Policy applies to all our suppliers sourcing coconut
oil.

LIPSA expects our suppliers (including third-party suppliers and in upstream operations), properties, and
joint-venture partners to work collaboratively and transparently in applying the commitments of this
Coconut Sustainability Policy and aim to implement equivalent commitments and standard operating
principles in their operations.

3. UPHOLDING THE SUSTAINABLE COCONUT CHARTER

LIPSA is applying the principles of the Sustainable Coconut Charter and its continuous improvements to our
supply chain. This is a living reference document that supports continuous improvement on the journey
towards sustainable sourcing of coconut products. LIPSA expects to review and update this policy as the
Charter evolves and as we drive continuous improvement on our sustainability journey.

In alignment with the ambitions and principles set out in the Origin Standard Criteria, we expect our
suppliers to ensure transparency and traceability across the supply chain and to work collaboratively with
LIPSA to strengthen farmers’ livelihoods, prevent deforestation, and actively contribute to climate change
mitigation.
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The key desired impacts of the charter, which LIPSA aligns with and aims to work on and implement in
collaboration with our suppliers, are:

IMPACT 1: ECONOMIC.

LIPSA is committed to supporting sustainability programs with coconut farmers to achieve
increased smallholder farmers’ economic opportunities, income, and subsequently improve their
livelihoods.

Such sustainability programs could target:

« Enhancing good agricultural practices and improving productivity, through training in
agricultural best practices, nutrient management, integrated pest management, soil management,
and product quality.

¢ Improving financial capacity, access to finance and market, through income diversification,
transparent pricing, fair pricing, price incentives, and capital access,

* Rejuvenating farms by replanting and replacing unproductive coconut trees and improving
farm health and safety with high-quality planting materials to ensure productivity and resilience to
pests, diseases, and extremes of climate.

¢ Increased access to technology and resources to improve finance, technical know-how and labour
practices,

LIPSA expects our suppliers to support such initiatives and interventions to deliver these outcomes.

This Impact aligns with Pillar | of LIPSA’s general Responsible Sourcing Policy - Human rights and social
practices.

IMPACT 2: SOCIAL.

LIPSA is committed to protecting fundamental human rights, preventing child labor in coconut
production and processing by:

¢ Assuring farmers' health and safety, using safety equipment.

* Farmer protection and land rights, to the legitimate rights of farmers to use their land.

¢ Ensuring fair recruitment of workers, no child labor, discrimination, respecting working hours, no
forced labour, fair compensation, access to effective grievance mechanisms, working conditions,
worker dignity, and freedom of association.

¢ Promoting gender equality, inclusion and equal opportunities throughout the coconut supply
chain, while supporting awareness, capacity building and participation of women, youth and
vulnerable groups in coconut farming communities.

* Enhancing young/Upcoming Farmer's capacity and engagement in coconut farming, through
raising awareness in schools and universities to share knowledge about coconut farming.

This Impact aligns with Pillar | of LIPSA's general Responsible Sourcing Policy - Human rights and social
practices.
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I IMPACT 3: ENVIRONMENTAL.

LIPSA is committed to protecting ecosystems, soils, and biodiversity in coconut plantations while
contributing to climate change mitigation and supporting the adaptation of coconut farming
systems to evolving environmental challenges.

LIPSA will work with suppliers through sustainability programs that could include practices such as:

* Protecting forests and other natural ecosystems in coconut production and processing
through a commitment to NDPE principles (No Deforestation, No Peat and No Exploitation). To
ensure there is no expansion or production in areas converted from natural forests and natural
ecosystems from 31 December 2019 onwards, and to protect biodiversity.

* Developing climate-resilient farms and farmers through training and practices on appropriate
climate change adaptation measures.

* Strengthening energy-efficient coconut processing by calculating the GHG emissions and
establishing a GHG reduction plan.

« Building low-carbon and regenerative agriculture through conducting training focused on
regenerative agriculture to build the capacity of the farmers.

LIPSA expects our suppliers to commit to supporting LIPSA and the initiatives and interventions taken to
achieve these outcomes.

This Impact aligns with Pillar Il of LIPSA's general Responsible Sourcing Policy - Environmental
protection.

4. TRACEABILITY COMMITMENT

LIPSA is committed to strengthening traceability and transparency across its supply chain to better
understand product origins and mitigate associated risks.

LIPSA seeks to build a transparent and fully traceable supply chain in collaboration with suppliers and
upstream partners. By encouraging data sharing across the value chain, we can generate actionable
insights to identify product origins and mitigate risks related to farmers’ livelihoods and long-term supply
security.

For coconut oil sourced under the Sustainable Coconut Charter (SCC), LIPSA maintains 100% traceability
to plantation level through certified supply chains.

For non-SCC coconut oil, LIPSA maintains 100% traceability to mill level and continues working with
suppliers and partners to strengthen transparency and traceability throughout the supply chain.

This Impact aligns with the commitment to achieving transparency and obtaining traceability back to
the origin, in LIPSA's general Responsible Sourcing Policy.
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5. GRIEVANGE MECHANISM

For coconut oil supply chains, LIPSA will follow the same grievance
mechanism principles, requirements, and procedures as those defined
in its Responsible Sourcing Policy.

Suppliers are expected to:

¢ Ensure that workers and affected stakeholders have access to
grievance mechanisms that are safe, confidential, and free from
retaliation.

¢ Address grievances in a fair, transparent, and timely manner.

e Cooperate with LIPSA in the handling, investigation, and resolution
of grievances in line with the Responsible Sourcing Policy and
applicable legal requirements.

Santa Perpéetua de Mogoda

D. Francisco Soler Rodriguez
CEO, LIPIDOS SANTIGA, S.A.
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