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How we identify and prioritize risks in our supply chain

QOur Supplier Audit program is an important part of our efforts to identify and address environmental and social
risks within our supply chain. These audits allow for a snapshot of a supplier facility's programs and procedures,
but also sets a baseline for future evaluations. Additionally, Tesla utilizes other avenues to evaluate potential
risks in our supply chain such as those detailed below.

We engaged with several third-party service providers allowing us to continually monitor our supply chain for
emerging issues that may affect our suppliers. These include issues related to labor relations, human rights and
environmental degradation. This monitoring allows our Global Supply Managers to be notified as soon as
information about suppliers becomes public and act by engaging directly with the supplier to understand their
plans for correcting the identified risk.

&/ 3kJE: Tesla Impact Report 2021
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Based on several information requests to Tesla, EPA determined that the company violated federal Clean Air Act regulations known as
National Emission Standards for Hazardous Air Pollutants for Surface Coating of Automobiles and Light-Duty Trucks from October 2016
through September 2019 by:

¢ Failing to develop and/or implement a work practice plan to minimize hazardous air pollutants emissions from the storage and
mixing of materials used in vehicle coating operations.

Failing to correctly perform required monthly emissions calculations needed to demonstrate that the facility’s coating operations
complied with federal hazardous air pollutant standards.

Failing to collect and keep all required records associated with the calculation of the hazardous air pollutants emission rate for
Tesla's coating operations.
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EV vs. ICE Vehicle Emissions per Mile Despite a higher-emissions grid in China, Model 3 still has lower emissions than comparable ICE vehicles
China
n China, much i is powered by coal. That said, even in this scenario, charging a Tesla Model 3Y from
the grid is still | on intensive than running an ICE vehicle. Just like in Europe, we have assumed a
vehicle lifetime of o

We are expecting the grid mix in China to improve
and manufacturer of renewable energy. §

is. In this pr e
s less polluting than charging an EV in most g

ominant deployer
reat example of

e, given the high pe >m the grid

n conclusion, even as of 2021, charging a Tesla Model 3¥ in any of our major markets is more environmentally

friendly than burning gasoline. Considering that vehicles are used for 17 to 20 years before getting scrapped, it
s reasonable to assume that in the coming years, the gap in emissions per mile between EVs and ICEs will only
get wider.
Average Lifecycle Emissions in China (aCOse/mi) Average Lifecycle Emissions in Sichuan Province (gCO.e/mi)
500 500
400 400
300 300
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200 oreel 200
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100 . . 100 . ]
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Model 3Y Madel 3Y Model 3Y Model 3¥ Average Model 3 Model 3Y ol 3% Average
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(solar charged)  (solar charged)  (grid charged)  (arid charged) (solor charged)  (solar charged)  (orid chargedy  (orid charged)
mManufacturing Phase  ®Use Phase mManufacturing Phase  ®Use Phase
62

& /3R Tesla Impact Report 2021

FrEThi A H 2020 £F Impact Report 12, ISR AL i SER = S AHIEUE,
FF7E 2021 IR SR 3 AR E S EHEIES.

Our lifecycle analysis (LCA) combines Scope 1and 2, and material Scope 3 emissions* for a Fremont-made Model 3

While we are implementing processes to be able to measure and report Scope 1, 2 and 3 emissions on an enterprise level
starting with our 2021 report, for the purpose of this report, we have conducted an LCA which includes the vast majority of
Scope 1, 2 and 3 emissions, including the vehicle manufacturing phase, emissions from our supply chain, vehicle use and end-of-
life for a Fremont-made Model 3. While not a perfect measure, given the importance of the Model 3 and its high volume of
deliveries since 2018, it is a good proxy for understanding the emissions impact of our vehicle business. The details and
boundaries of this LCA analysis are described on page 90. Our goal is to eventually produce an LCA for each of our products in
addition to reporting our Scope 1, 2 and 3 emissions.

F k& Tesla Impact Report 2020
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Metric Unit of Measure | Manufacturing Ssp! Other? TOTAL

Scope 1 GHG emissions tCO,e 124,000 31,000 30,000 185,000

Scope 2 GHG emissions

(location-based) tCO.e 342,000 35,000 26,000 403,000*

Scope 3 | Category11:
Use of Sold Products tCO,e 1,954,000
(EV charging)

SSD = Sales, S

& R 3kJE: Tesla Impact Report 2021
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