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Bl INTRODUCTION FROM C2CPII

+ Welcome

+ Purpose of today’s training
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I ABOUT ELEVATE

ELEVATE is the world’s leading business risk and sustainability provider. We deliver effective solutions through
sustainability and supply chain assessment, consulting, program management and analytics.
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B TRAINING CURRICULUM

Four sessions - this week and next:
1. Defining Human Rights & Social Fairness Expectations
2. How a Company is Expected to Manage Human Rights
3. Verifying Social Fairness Requirements
4. Beyond Compliance

Zoom housekeeping:

+ Be present - 2 hour session

+ Please turn on your camera!

+ Virtual Engagement: Use the Chat function & dedicated Q+A periods
+ There are no “good or bad” questions...
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I TODAY’S AGENDA

+ Welcome & Introduction

+ What are the Social Fairness requirements?

» Participant Discussion - Q&A
+ What are Human Rights?

» Participant Discussion - Q&A

+ Conclusion
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B STARTING POINTS...

Let’s try a live poll!

Which Human Rights topics
keep you up at night?
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WHAT ARE THE SOCIAL FAIRNESS

REQUIREMENTS?




Bl WHAT ARE THE SOCIAL FAIRNESS REQUIREMENTS?

SCALE SOLUTIONS

Applicant Utomal, extorna
companies commit
to uphold

human rights

and apply

fair and equitable
business practices.

ACCOUNTABILITY

MANAGEMENT SYSTEMS &
PERFORMANCE ANALYSIS
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2" DRAFT V4 Social Fairness Requirements

- * Human rights risk assessment for applicant company through tier 1

* Human rights policy based on international standards and risk assessment

» Strategy for policy implementation, including performance objectives

* Performance measured, corrective actions planned, and progress at renewal (applicant and final
manufacturing)

» Select corrective actions complete, e.g. child or forced labor, structural safety

* Executive commitment to achieving high levels of performance

BRONZE

* Performance data requested from tier 1 suppliers in high-risk locations, corrective actions planned and tracked
* Performance data analyzed to measure progress on achieving strategy

* Management systems for implementation and oversight of policy

* Grievance mechanism (applicant)

* Positive social impact project

SILVER

* Human rights risks assessed for product components and raw materials

* Certified materials to address risk of child labor, forced labor, or conflict

* Responsible sourcing management system

* Grievance mechanism (contract manufacturing)

* Positive social impact project - impact assessment

* Open, transparent governance and reporting; stakeholder engagement and feedback informs strategy

GOLD

* Collaboration to solve an intractable social issue
* Diverse, inclusive, engaged work environment and living wage

PLAT




Il ASSESSOR ROLE - VERIFICATION EXPECTATIONS

Assessors are responsible for verifying that an
Applicant’s materials meet certification requirements.

They conduct a desktop verification based on information
provided by the Applicant in the Self-Assessment Tool and
supporting evidence, including reviewing performance data.

Assessors create a Certification Report from the Social
Fairness Desktop Verification Tool for submission to C2CPII for
certification approval.

“Verification”: The process of checking that something is true or accurate.

“Audit”: An official examination of the quality or standard of something.

Source: Oxford Learners Dictionary
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WHAT ARE HUMAN RIGHTS?




Bl WHAT ARE HUMAN RIGHTS?

1 Million Workers. 90 Million

iPhones. 17 Suicides. Who's to
Blame?

pollution in China

8y THE EDITORIAL BOARD

Thailand a

Slavery and the Shrimp on Your Plate

Thai Seafood Is Contaminated by Human Trafficking

2NE 21 204

Shrimp and other seafood fishing is a big business in Thailand. The

is 50 pervasive and ugly that the State Department no

year on how they deal with human tf

The ratings were begun 14 years ago

of the worst violators among 188 countries judged every

0000

s

g Q The New HJork Times

home ) wodd ) development
Slavery M i
Modern-day slavery rife in Malaysia's
electronics industry

The work at Foxconn's Shenzhen plant can be repetitive
like manufacturing jobs anywhere in the world.
Photo: Tony Law
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Bl WHAT ARE HUMAN RIGHTS?

+ Defined by key international documents
* International Bill of Human Rights

* International Labor Organization (ILO) Declaration of
Fundamental Principles and Rights at Work

+ Focus on actual and potential impacts of
business on individual human rights

+ Focus on risk to people o e oAl
*  Employees, workers in the value chain, local ‘V/ I@‘& |abour
communities, consumers, etc. “{ Jy Organization
* Includes vulnerable and “hard to see” populations e UNITED NATIONS

HUMAN RIGHTS

OFFICE OF THE HIGH COMMISSIONER
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Bl WHAT ARE HUMAN RIGHTS?

Increasing stakeholder expectations

Slide 14

Governments

Investors

A
THREE SECTORS,
THREE YEARS LATER:

Pragress ot Gape o
Pt At bt Latr

ShareActiony
A

CHRBY

Corporate Human
Rights Benchmark

Customers

©

Vendor Code
of Conduct

SaNREy LD

amazon
SN

Walmart
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NGOs & Consumers

AMNESTY .
INTERNATIONAL

s Palm 0il: Global brands
profiting from child and
v forced labour

30 November 2016, 16:40 UTC

Unilever, Nestlé, Procter & Gamble
among nine household names
hcontrihuting to labour abuse

#notinmytrolley
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Bl WHAT ARE HUMAN RIGHTS?

Increasing and changing legislative requirements

Slide 15

California Transparency in Supply Chains Act (2010)
* Disclose their efforts to eradicate slavery and human trafficking from their direct supply chains (earning more
than $100 million USD in worldwide gross receipts).

Federal Acquisition Regulation (FAR)
* Top level contractors will need to look actively at the labor practices of their subcontractors and suppliers, and to
consider the labor involved in production of inputs even at the lowest tiers of their supply chains.

Modern Slavery Act (2015)
* Prepare a slavery and human trafficking statement each financial year

Duty of Vigilance (2017)
» Establish mechanisms to prevent human rights violations and environmental impacts throughout their
chain of production

Modern Slavery Act (2018)
» Passed on Nov 2018, similar to UK version

|
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Bl WHAT ARE HUMAN RIGHTS?

What is expected of an Assessor to verify the Social Fairness requirements?

+ Understand human rights
* Focus on risk to people!

+ Review an Applicant’s risk assessment & human rights policy
* Where an Applicant defines key human rights risks in its operations and value chain
- e.g. throughout the entire product cycle (Section 8.3 and 8.4)

* This is the starting point to define human rights risks, which are the base of what the Assessor will
check / reference throughout Social Fairness requirements

+ Build knowledge to perform verification
* Required Documentation (for Applicants to submit / Assessors to verify)
* Specific evidence for Assessors to review — Guidance for Verification of Social Fairness Requirements

|
\
Slide 16 ELEVATE | CONFIDENTIAL AND NOT FOR DISTRIBUTION —



Bl WHAT ARE HUMAN RIGHTS?

Q&A - Participant Discussion

Where do human rights risks exist?

What are the key references for defining human rights?
What are the key drivers of human rights expectations?
Are legislation and disclosure requirements changing?
What is the C2CPII Assessor’s role?

U000 00
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SPECIFIC HUMAN RIGHTS

DEFINITIONS / REQUIREMENTS




Bl SPECIFIC HUMAN RIGHTS DEFINITIONS / REQUIREMENTS

The following human rights issues are required to be included in an Applicant’s human rights policy.

Forced Labor

. Child Labor

Health & Safety (and sub-topics)

Discrimination

Harassment & Abuse

Freedom of Association & Collective Bargaining
. Wages

. Excessive Working Hours

0 NOO AN E

Requirements for Verification will be further defined in Training Module 3

|
\
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Bl SPECIFIC HUMAN RIGHTS DEFINITIONS / REQUIREMENTS

The following human rights issues are required to be included in an Applicant’s human rights policy.

1. Forced Labor Issues of High Concern in

_ the Social Fairness
2. Child Labor requirements. These issues
3. Health & Safety (and sub-topics) must be resolved prior to

T ' ' certification.
4. Discrimination o ,
(Certain business practices that
5. Harassment & Abuse increase human rights risks are also
o . o issues of high concern - to be

6. Freedom of Association & Collective Bargaining discussed later in today’s training)
7. Wages
8

. Excessive Working Hours

Requirements for Verification will be further defined in Training Module 3

|
|
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Bl 1. FORCED LABOR

Social Fairness Requirement:

Elimination of all forms of

forced or compulsory labor, or

activities that are known to : —=
lead to forced labor (e.g. B T
human trafficking)

Definition: Forced labor refers to

situations in which persons are

coerced to work through the use of K ™
violence or intimidation, or by more "o
subtle means such as accumulated Nd
debt, retention of identity papers or :
threats of denunciation to immigration

authorities.

Key References: International Labor Organization (ILO)
* ILO Convention 29 - Forced Labor
* ILO Convention 105 - Abolition of Forced Labor
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Bl 1. FORCED LABOR

The International Labor Organization indicators represent the most common signs or “clues” that point to
the possible existence of a forced labor case used globally.

ILO Forced Labor Indicators:

1) Abuse of vulnerability

2) Deception

3) Restriction of movement

4) Isolation

5) Physical and sexual violence

6) Intimidation and threats

7) Retention of identity documents

8) Withholding of wages

9) Debt bondage

10) Abusive working and living conditions

11) Excessive overtime
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Bl 1. FORCED LABOR

Trend: Forced labor allegations spread to more countries / industries

China’s Detention Camps for

Muslims Turn to Forced Labor Protecting Migrant Workers

The Unacceptably High Cost of Labor
How a deeper dive into our supply chain led to a new Migrant Worker Standard

patagonia

g

Because of labor shortages in some countries, foreign migrant laborers are heavily used in
various industries, including apparel manufacturing. When we began auditing our textile
mills for social responsibility practices several years ago, we were alarmed to learn that

| migrant workers in our mills in Taiwan were having to pay steep recruitment feesfto get a
Job. They often borrow money to cover the fees, wWhich can create an almost impossible

financial burden for workers already struggling to make a living. To make matters worse,

most of the recruitment fees are legal, though many recruitment brokers charge fees

* Employers in Taiwan rely heavily on foreign migrant workers

* Trade war has seen growth in exports to the United States
Uighur ethnic minorities:

» State sponsored forced labor?
* Private sector being complicit in forced
re-education camps?

|
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* Resulting in an increase in labour migration from abroad
* Companies see forced labour practices that are common in Malaysia

(e.g. Passport retention, recruitment fees, wages withheld etc.)



I 2. CHILD LABOR

Social Fairness Requirement:
The abolition of child labor and
adequate protections for
workers above the legal
working age and below age 18

Definition: A child is anyone under
the age of 18. The minimum
working is 15 years, or statutory
school-leaving age, whichever is
higher. This age can vary by country

Key References:

* UN Convention on the Rights of the Child

e |LO Convention 138 - Minimum Age

* ILO Convention 182 - Worst Forms of Child
Labor

Slide 24

[+]
-]

Risk key: @ Extreme (0-2.49) @ High (2.50 - 4.99)

ELEVATE | CONFIDENTIAL AND NOT FOR DISTRIBUTION

(o)
\\ IL/

=

un

P

of £iQ

ic

Medium (5 - 7.49



I 2. CHILD LABOR

Trend: According to UNICEF, slightly more than 1 in 4 children are engaged in child labor in the world’s poorest
countries. Girls are as likely as boys to be engaged in child labor.

Percentage of children 5-17 years old engaged in child labor Percentage of children 5-17 years old engaged in child labor, by gender

40 40

30 31
50 29 29 =0 29 29
27 26
20 20
10 10
g 4
o i o -
Middle East and North Africa Eastern and Southern Africa Sub-Saharan Africa West and Central Africa Least developed countries Middle East and North Africa Eastern and Southern Africa Sub-Saharan Africa West and Central Africa Least developed countries

Source: UNICEF global databases, 2019, based on DHS, MICS and other national surveys, 2010-2018 @ Boys Girls
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I 2. CHILD LABOR

@he Washington Post
Democracy Dies in Darkness

Nestlé's efforts to eradicate child labor
N ° Popular products: T t t t . tat 2@ &'
(JOC(—)a’S Chlld laborers Child Iabor program: He t 1 ' g and F 1 : %\\
d labor Percent of cocoa 3 y t 3 t : ? r I—estlé

N
harvested

t lec 1

by children. Yet much of the chocolate y

Ma stlé and Hershey pledged nea WO €

500 MILES

~ HERSHEYS

THE HERSHEY COMPANY

IVORY

R iet e @,

Source: Washington Post, June 2019

Class action lawsuit filed against Nestle for child slavery on
cocoa harvest in West African farms ﬁ —
|
|
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B 3. HEALTH & SAFETY

Social Fairness Requirement: Health and safety includes a diverse range of initiatives
Safe & Healthy Work, including: intended to protect workers from exposure to short- and long-
term risks at work and to reduce workplace injuries and

* Access to water, sanitation, and
hygiene (WASH)
* Emergency preparation and

response

* Hazardous materials handling
procedures

* Management systems that

|| I Nesses. Source: ILO Convention 155 - Occupational Health & Safety

address health and safety risks

* Appropriate building
construction, electrical, and fire
safety (BEFS)

‘Training and
‘communication
Issues of High Concern focus on
Immediate Threat to Life & Health
(e.8. poor fire safety, structural
safety hazard)

Source: Responsible Jewellery Council, Code of Practices, April 2019

|
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B 3. HEALTH & SAFETY

Social Fairness Requirement:
Safe & Healthy Work, including:

* Access to water, sanitation, and
hygiene (WASH)

* Emergency preparation and
response

* Hazardous materials handling
procedures

* Management systems that
address health and safety risks

* Appropriate building
construction, electrical, and fire
safety (BEFS)

Issues of High Concern focus on
Immediate Threat to Life & Health
(e.8. poor fire safety, structural
safety hazard)

Slide 28

Health and safety includes a diverse range of initiatives
intended to protect workers from exposure to short- and long-
term risks at work and to reduce workplace injuries and

|”neSSGS. Source: ILO Convention 155 - Occupational Health & Safety

The right to water entitles everyone to have
access to sufficient, safe, acceptable,
physically accessible and affordable water
for personal and domestic use.

The right to sanitation entitles everyone to
have physical and affordable access to
sanitation, in all spheres of life, that is safe,
hygienic, secure, and socially and culturally
acceptable and that provides privacy and —_————

ensures dignity. ke WATER AND 585
__SANITATION . §

Source: UN Water

(¢#) unimep NaTIONS

|
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B 3. HEALTH & SAFETY

Social Fairness Requirement:
Safe & Healthy Work, including:

* Access to water, sanitation, and
hygiene (WASH)

* Emergency preparation and
response

* Hazardous materials handling
procedures

* Management systems that
address health and safety risks

* Appropriate building
construction, electrical, and fire
safety (BEFS)

Issues of High Concern focus on
Immediate Threat to Life & Health
(e.8. poor fire safety, structural
safety hazard)

Slide 29

Health and safety includes a diverse range of initiatives
intended to protect workers from exposure to short- and long-
term risks at work and to reduce workplace injuries and
illnesses.

Source: ILO Convention 155 - Occupational Health & Safety
Ehe New Qork Times

Report on Deadly Factory Collapse in
Bangladesh Finds Widespread Blame

ACCORD

on Fire ond Bullding Salety in Banglccash

Nl LG

O Bl
4
AMADER KOTHA
WORKER HELPLINE \ ¢

ALLIANCE
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B 3. HEALTH & SAFETY

Global Risk Landscape
- . 2
.
-IQ
Health & Safety risks in the

supply chain, based on EiQ
data: R‘,{, =2

Health and Safety

+ Building safety * 2
* Chemical safety
* Emergency evacuation N

* Fire safety
* Hygiene & sanitation

* Injuries

* Machine safety

* Occupational safety

Source: EiQ Risk key: @ Extreme (0-2.49) @ High (2.50 - 4.99) Medium (5 - 7.49) @ Low (7.50 - 10) No data
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B 3. HEALTH & SAFETY

Occupational Safety Index
+iQ ¢
=l A Q)

Health & Safety risks in
the supply chain, based
on EiQ data for non-
compliances:

* Health & safety

certificates

Training

Electrical safety

First aid

Eyewash

First aid

PPE

Health examination
Lighting (=]
Safety committee

Source: EiQ Risk key: @ Extreme (0-2.49) @ High (2.50 - 4.99) Medium (5 - 7.49) @ Low (7.50 - 10) No data
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B 3. HEALTH & SAFETY

Fire Safety Index
- = ~"
—IQ

Fire safety risks in the
supply chain, based on
EiQ data for non-
compliances:

* Fire alarms

* Fire extinguishers

* Fire potential

* Cleanliness

* Fire separation

* |Inspection certificate
* Smoke detectors

Source: Ei
© Risk key: @ Extreme (0-2.49) @ High (2.50 -4.99) Medium (5-7.49) @ Low (7.50 - 10) No data
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B 3. HEALTH & SAFETY

Building Safety Index
- u "
-IQ
Building safety risks in
the supply chain, based \‘(ﬁ -
on EiQ data for non-
compliances: »

* Building approvals
* Multi-tenant building
» Structural integrity
* Ventilation/ Heating

* Warehouse
Source: EiQ Risk key: @ Extreme (0-2.49) @ High (2.50-4.99) @ Medium (5-7.49) @ Low (7.50-10) @ No data
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Il SPECIFIC HUMAN RIGHTS DEFINITIONS / REQUIREMENTS

Q&A - Participant Discussion

 Questions / comments about forced labor?
L Questions / comments about child labor?
O Questions / comments about health & safety?
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I 4. DISCRIMINATION

racial ramﬂnm —-
Social Fairness Requirement: P “I(Jlac mm"““’“i:" dlffel‘elices..,.,%r, S
.. . . .. . v 1TV denial ethmcmj 1
Elimination of discrimination °°°'p j idez respect
ation of disc atio Il‘lllllll‘l B u Ge diffarumnt s

e - disabled.....- wnrk lace

with respect to employment '"""m"" cecroe
and occupation including but exclude Iscrlmlnatl !.iﬂ.l,sﬂp_ll.lt._v:‘—'smm

not limited to ethnicity-, race-, usmess._ warmng harassmemm-peo Ide.,.,l‘_l%jgctlﬂn
and gender-based dl persuni‘beh-avloﬁiW""“"“ﬂmdiSEPiminate
discrimination exclusion I
abstract === StOprace ghts ""“,‘;'nup lying
- . ""”"'"'soclaltreatmentua.ssue i . b
Definition: unequal treatment, directly or S m,?g’ms' e seoen

indirectly, on various grounds including race,
ethnicity, sex, language, religion, political or
other opinion, national or social origin,
property, and birth or other status (such as
sexual orientation or health status, for
example, having HIV/AIDS).

Key Refences:

e UDHR - Article 2, 7, 23

¢ |LO Convention 111 - Discrimination

e International Convention on the Elimination of All
Forms of Racial Discrimination

e International Convention on the Elimination of All

Most national labor and employment laws have provisions for non-discrimination.

Forms of Discrimination against Women -
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I 4. DISCRIMINATION

Case study: Structural Discrimination in India

BT, Yo

A local NGO field worker with young women workers
employed under Sumangali Scheme.

Source: Solidaridad for the Fair Labour Association, 2012.

Slide 36

The Sumangali scheme - Tamil Nadu

“The Sumangali Scheme has complex problems
resulting from a complex society, but should be
viewed within the context of Hindu culture and
the Indian caste system.”

Discrimination based on caste

Hired on contract for minimal wage, with dowry
payment as lump sum upon contract completion
(forced/ bonded labor)

Excessive working hours

Poor living conditions in hostels

Additional human rights infringed upon:

O

o

All male management structure / abusive work
environment

Recruitment of child labor/ juvenile workers
No adequate leave

Limits to freedom of association

ELEVATE | CONFIDENTIAL AND NOT FOR DISTRIBUTION
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Bl 5. HARASSMENT & ABUSE

® © o o
Social Fairness Requirement: I \Y \Y/ \
Elimination of harassment and abuse
One in four workers in ,
Bangladesh has withessed Dﬂ'
or experienced sexual I
Definition: Harassment and abuse harassment at work.
includes but is not limited to violence;
corporal punishment; harsh or
degrading treatment; sexual or physical

harassment; mental, physical, verbal or
sexual abuse By

Key references:
* Universal Declaration of Human Rights
* International Covenant on Civil and Political

Ve N\ _ “Violence and harassment can be especially
Rights & »)v INGIGEaEIR  widespread in global value chains such as the
* Declaration on the Protection of All Persons v I 0 v La bOUI’ garment industry, where high numbers of women

from Being Subjected to Torture and Other work in low-skilled i
X : . positions for low pay. These
Cruel, Inhuman or Degrading Treatment or Orga nization workers have little power or voice and need the

Punishment
* |LO Convention 190 - Violence and Harassment protection of national and international law.”
- Catelene Passchier, ILO’s workers’ group chair
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Case study: Gender discrimination in China

- 5. HARASSMENT & ABUSE 2 41 5B %
JIAO

B - T BEBLHLT, REREYRERRNE

F Oxc D nn BREELRET, REREIRMEETRGIE
L BT - 2018-01-28 17:45 - RINBHE RS B R

WAL—HZEHR, BREREREIERY, NTH

— DI, RTHKREFEERE,

EMERUKER LA — Bl T, LW SR AR TG HN, EEAAFE LIEE N

A woman wears in anti-groping backpack on Foxconn’s campus Source: Jianjiaobuluo

b AN N 3 T

Requests of the factory to establish systems to combat sexual harassment and address issues
of gender inequality:

Place anti-sexual harassment slogans in conspicuous places;

Provide training about preventing sexual harassment to each manager above team leader
Add content about anti-sexual harassment in new employee orientation training

Set up a special channel for the reporting of and complaints of sexual harassment
Explicitly make a department responsible for the handling of complaints of sexual
harassment, and specify a go-to contact;

Accept anonymous complaints, promptly investigate and deal with them, and provide
feedback of the results while safeguarding the privacy of its employees.

opwNE

o
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Il 6. FREEDOM OF ASSOCIATION & COLLECTIVE BARGAINING

Social Fairness Requirement: Freedom of Association Index
Freedom of association and

collective bargaining

Definition: Everyone has the right to
freedom of peaceful assembly and
association. No one may be compelled
to belong to an association. Everyone
has the right to form and to join trade
unions for the protection of his
interests.

Key References:
* UN Declaration on Human Rights, Article 20 & 23
* ILO Convention 87 - Freedom of Association & the

/'r

Protection of the Right to Organize N
* |LO Convention 98 - Right to Organize and - -
Collective Bargaining I \ @ Extreme (0-249) @ High (2.50 - 4.99) Medium (5-7.49) @ Low (7.50 - 10)
|

|
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Il 6. FREEDOM OF ASSOCIATION & COLLECTIVE BARGAINING

Key Concern: Widespread Government Restrictions

Belarus: union must show at least 500 members across all national regions to be Gulf States: unions banned completely in

registered UAE, Saudi Arabia, Oman, Bahrain.
India: union needs 100 workers or 10% of workforce to register I &Y B
- e
Indonesia: union must have 50%+1 votes at company level to register e
- China: union is government controlled and not
independent

Malawi: union must represent at least 15% of workers at sector level and 20% at
workplace level to be recognized for bargaining purposes

. . Vietnam: government is now changing laws to give
Morocco: union must have at least 35% membership at workplace and be the * g . o ging _g .
o . L people the choice to unionize and protect their rights
most representative in the workplace as determined by the government ministry

Pakistan: requirement for at least 30% of employees at company level to
negotiate for a collective agreement

Russia: only 1 collective agreement can be signed As an Assessor, it is essential to be aware of

Turkey: union only allowed to organize on the basis of industry, not occupation or all relevant legislation and jurisdictions of

workplace - as determined by ministry of government. Union must have operation.
membership of at least 10% registered in the industry

USA: union must win a recognition vote of 50% +1 of all employees in defined
bargaining unit

Source: Ethical Trading Initiative, 2013 -
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Il 6. FREEDOM OF ASSOCIATION & COLLECTIVE BARGAINING

Case study: Freedom of Association in Company Supply Chains

What is expected of companies
where legislation is restricted?

v' Understand the local context

v' Encourage voluntary recognition of
groups of workers

v" Incentivise, encourage and train

suppliers via compliane premiums,
balanced scorecards, assurances

Slide 41

Workplace issue
No union in place

No worker representation of any kind

Law does not allow free trade union

Workers prevented from joining unions

Company-sponsored yellow union or
worker association blocks free union
access

Good practice solution
Awareness training for managers and workers; facilitate union access to the workforce

Awareness training for managers and workers; facilitate free election of worker representatives
to works committees (a legal requirement in some countries); occupational health and safety,
grievance and disciplinary, women's and anti-discrimination committees have all served to intro-
duce worker representation into workplaces prior to full elections; facilitate union access to the
workforce

Form a parallel representation system, with free election of worker representatives to works
committees; committees may address more than one issue; external independent training for
elected worker representatives

Clear statement from company to supplier of its policy of supporting the right to freedom of
assodiation; awareness training for managers and workers; facilitate union access to the work-
force - if necessary, in the context of a training programme. Brands call on government to end
exemptions to freedom of association in Export Processing Zones

Reminder from company to supplier of its compliance policy; inclusion of managers in general
awareness training on the value of open dialogue and expectations of the international market;
facilitate union access to the workforce

Source: Ethical Trading Initiative, 2013

|
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- 7. WAG ES UNITED STATES 2016 2017 2018 2019 2020 Trend

Supply Chain: Labor ® 789 6.39 7.33 ® 862 5.94 W 24.74%
. ) . Child Labor Index (ELEVATE) © ® 854 ® 835 ® 536 ® 543 ® 839 M 1.65%
Social Fairness ReqU|rement: Forced Labor Index (ELEVATE) @ 6.85 7.28 7.28 677 ® 132 . 80.73%
Provision of the |ega| minimum Freedom of Association Index (ELEVATE) @ YR ® 520 ® 5836 ® 543 @583~ 246%
Wage and a” |ega”y mandated Humane Treatment Index (ELEVATE) @ ® 354 ® 318 ® 836 ® 843 ® 839 M 1.65%
. . . Migrant Workers Index (ELEVATE) @ ® 10.00 ® 143 ® 1000 5.71 @ 095 W 90.48%
benefits including employer
. . . . Wages Index (ELEVATE) @ 7.07 7.07 7.07 ® 1000 ® 548 A 19.98%
contributions for social SeCU”ty Working Hours Index (ELEVATE) @ 7.07 ® 3% @ 124 ® 1000 ® 330 W 53.33%
benefits and services
MEXICO 2016 2017 2018 2019 2020 Trend
Supply Chain: Labor 5.70 ® 481 ® 436 5.77 5.61 W 1.54%
Definition: Minimum Wage is the Child Labor Index (ELEVATE) @ ® 262 ® 262 ® 159 ® 159 520 A 98.52%
Compensat|on tO be pald tO an Forced Labor Index (ELEVATE) @ ® 485 ® 499 ® 090 562 @ 1.1 W, 77.10%
employee Or WOI’keI’ based On Wage Freedom of Association Index (ELEVATE) @ ® 479 ® 405 ® 417 ® 443 511 A 6.65%
|eve|S Of |nd|V|dua| Countrles Nea I’|y Humane Treatment Index (ELEVATE) @ ® 499 ® 433 ® 3384 ® 410 ® 472 W 5.44%
H H Migrant Workers Index (ELEVATE 0.00 0.0 00 0.00 0.00 —_ %
all countries have a national body T — — — — — 2
. .. Wages Index (ELEVATE) 424 424 424 792 566 A 33.31%
Er]aatfo(::]ea‘tl?y"rglp"%sr Smelgéglg rgrwages Working Hours Index (ELEVATE) @ ® 990 594 707 ® 7R 660 W 33.32%
’

occupations. In most jurisdictions, ® Eteme(0-249) @ High(250-499) Medum (5-749) @ Low(7.50-10 Pt
overtime must be paid at a Pigl L G
premium. Wages and premiums e :‘*

vary by country. +- i Q

Key Reference:

* |LO Convention 26 - Minimum wage

* ILO Convention 131 - Minimum wage
calculation

* ILO Convention 100 - Equal Renumeration

g |
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Bl 7. WAGES

Trend: Agriculture Sector in the Americas

Margin pressures including ...

* Increased cost and decreased productivity in COVID-19

* Big decline in full-service restaurant / school meal demand
* Unanticipated decline in commodity prices

* Increased logistics / transportation challenges

* Lack of planning capacity

BullylngofMargmahzed Workers':
Trump Moves to Slash Pay of Guest
Farmworkers Amid Covid-19 Crisis

"While farmworkers are working during a pandemic to pick the food that

feeds our families during this crisis, Trump is looking to cut their pay.”
by Jake Johnson, staff writer

W] f ju=|

Agricultural laborers pick lemons inside the orchards of Samag Services, Inc., in Mesa, California on March 27, 2020. (Photo:
Brent Stirton/Getty Images)
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Bl 7. WAGES

How many workers are paid correctly?

Bangladesh Insights
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* Wage compliance trends indicate most factories
are paying workers the minimum hourly wage.

* However, not all factories are paying workers the
correct wage for the time worked, especially in
overtime hours ...

* We're far away from living wage!

China India

100%
95% 92%
89% e — =
90% -
-
85% 81% - = - /
- 0
80% = 85%
75% 80% 79%
70%
65%
60%
2015 2016 2017

e Average of Paid correctly (%) (Transparent)

== ®== Average of Paid correctly (%) (non Transparent)

Slide 44

ELEVATE | CONFIDENTIAL AND NOT FOR DISTRIBUTION

Source: EiQ I -
]



Bl 7. WAGES Global Living Wage Coalition

[ ® ®
Social Fairness Requirement: i ———— O @ '
iseal ol €< Rainforest
Aspirations for the provision of O \/1_} \ Alliance
a living wage that covers the S FARTRADE  FSC [ERUL oo @B
necessities for life as defined

in its local context.
COST OF FOOD COST OF BASIC ESSENTIAL NEEDS
BUT DECENT LIFE
Definition: The remuneration received FOR REFERENCE
for a standard workweek by a worker in SIZE FAMILY SMALL MARGIN
a particular place sufficient to afford a COST OF HOUSING FOR UNFORESEEN
decent standard of living for the worker EVERETS

and her or his family. Elements of a
decent standard of living include food,
water, housing, education, health care,
transportation, clothing, and other
essential needs including provision for
unexpected events.

Key References:
* Global Living Wage Coalition
* Anker Methodology
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Bl 8. EXCESSIVE WORKING HOURS

Working Hours Index

Social Fairness Requirement:
Prevention of excessive

working hours -
%
7

Definition: Maximum working
hours of 8 hours per day, or 48
hours per week. Overtime is the
number of hours worked beyond
the maximum allowed by week,
and international standards limit
this to 60 hours per week. Rest .
days are a continuous period of at .‘

least 24 hours each week. National
laws can very from international
standards.

Key References:

* ILO Convention 1 - Hours of Work (Industry)

¢ ILO Convention 30 - Hours of Work
(Commerce, Offices)

* ILO Convention 116 - Reduction of Hours of - -
. [‘/Xgﬂéonvention 14 - Weekly Rest I \ @ Extreme (0-2.49) @ High (2.50 - 4.99) Medium (5 - 7.49) @® Low(7.50-10)
-_—
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Bl 8. EXCESSIVE WORKING HOURS

Source: EiQ
Wage and working hour trends put more pressure on manufacturers
Average wage trends (2014-2018)
: . 40%
* Average wages have increased on average c.22% in key 34%
manufacturing countries over the last 5 years 2014-2018 30% 279%
* Working hours have declined on average ¢.3% over the same oo
period but are still >60hrs per week in China and Bangladesh ’ 14% 119
» This leads to reduced margins that will motivate manufacturers 10%
to seek lower cost workers through: o
+ Unauthorized sub-contracting Bangladesh  China India Vietnam
e Use of migrant workers Working hours trends (2014-2018)
I 2% 1%
* Social insurance under-payments . 1%
. 0 [ |
* Prison labor, short-term contracts etc. .... 0% _ _
Ba sh China Viethnam
2%
* These profit-seeking techniques often breach Codes of Conduct 4%
and contracts, are not always identified in audit schemes, and .
risk U.S. Customs and Border Patrol stoppages .
8% T 7%
In 2018: 67.4hrs 65.3hrs 53.4hrs 56.6hrs

(]
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Bl 8. EXCESSIVE WORKING HOURS

Case study: China Labor Watch Report on Exploitation in Toy Factories in China \‘ ’  J
* Excessive overtime remains a widespread issue across the toy @m
industry as factories push workers to complete orders, especially CHINA LABOR WATCH

during peak season, manufacturing toys for the Christmas sale.

C

ull

* During peak production season, workers in the investigated factories
put in 60 to 126 overtime hours per month despite Chinese labor law
stipulating that overtime hours are not to exceed 36 hours a month.

International Council of Toy Industries

* One factory did not even grant workers one rest day per week as
required by law.

* While not aligned with international standards, working hours have
decreased from frequently more than 14 hours to an average 11
hours in peak season in a day - showing modest improvement in the
sector in China.

Source: China Labor Watch, November 2019.
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Il SPECIFIC HUMAN RIGHTS DEFINITIONS / REQUIREMENTS

Q&A - Participant Discussion

Questions / comments about discrimination?

Questions / comments about harassment & abuse?

Questions / comments about freedom of association and collective bargaining?
Questions / comments about excessive working hours?

(I R W W

Questions / comments about wages?
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BUSINESS PRACTICES THAT INCREASE HUMAN

RIGHTS RISKS




Bl BUSINESS PRACTICES THAT INCREASE HUMAN RIGHTS RISKS

The following business practices are high issues of concern in the Social Fairness requirements.
Each practice increases the the risk of negative human rights impacts.

1. Corruption/ Bribery

2. Unauthorized subcontracting

3. Missing or deficient permits

4. Denial of access to the facility, workers, or files

Requirements for Verification will be further defined in Training Module 3
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Bl 1. CORRUPTION / BRIBERY

Global Risk Landscape Business Ethics

- = 5
+=I1Q >
Business Ethics risks, based on
the following sources:

*  World Bank
Corporate Governance Index
* Transparency International
Corruption Perceptions Index
* Freedom House
Freedom in the World Index
* World Justice Project
Fundamental Rights Index
*  World Bank
Rule of Law Index

THE 2 INTERNATIONAL

WORLD

BANK e Freedom : “ World Justice @ Exteme(0-249) @ High (2.50 - 4.99) Medium (5-7.49) @ Low (7.50 - 10)
T HOUSE v F Project

|
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B 2. UNAUTHORIZED SUBCONTRACTING

»*
*
,( *

*

China

,’4—_

/lt&@_l\\
I e =N
=t I-I]-!‘.
ESHEEG"ES
\E=EnZ7Z7

SNEWES

B =7

Rest of World

Incumbent suppliers under tremendous pressure to .
control costs due to increase in tariffs and market .
shifts

Looking for ways to reduce costs .
* Avoidance of wage premium payments
* Avoidance of social insurance payments
« Utilization of lower cost subcontractors

Subcontractors in less expensive regions / with

lower cost structures offer up options to remain
competitive

Taking on too many orders

Capacity has not grown fast enough to keep
pace with demand

Need to subcontract to meet shipment
window

Factories are less mature / less compliant

Shorter lead times to onboard / approve
factories

iti |
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Bl 3. MISSING OR DEFICIENT PERMITS

Business Integrity Index
+—IQ
Considerations:

* Are legal requirements being
met comprehensively?

* Are business operations
credible / supported by
effective management
systems?

* Are employees and workers
protected?

¥y

v/
* How do missing or deficient
relates to transparency/ trust? “ ® Exeme(0-249 @ High(250-499)

Medium (5 - 7.49) @® Low(7.50-10)
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Bl 4. DENIAL OF ACCESS TO FACILITY, WORKERS, OR FILES

Case study: ELEVATE data shows more than 40% of audits in China still reveal inconsistent findings and record keeping...

* Transparency reflects the extent to which factories are open

Improvement

100% and reveal accurate wage, working hour and related data in

an audit

86% 84%

80%
* Positive trends in transparency rates in key manufacturing

60% countries since 2014 e.g. China (57%) and India (106%)

* Apparel and footwear factories show transparency rates
slightly higher than country averages due to (a) more mature

40%

20% partnership-oriented programs (b) rigorous audit regimes
o * Transparency improvement in China has plateaued in 2019
2014 2015 2016 2017 2018 n at the time of the trade wars, uncertainty and assoc.

——Bangladesh =——China ——India ——Vietnam pressures

Source: £10, February 2019 Lower levels of transparency reduce our ability to:

* Access real insight into risks / root causes

* Support to factories to drive better performance

|
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Il BUSINESS PRACTICES THAT INCREASE HUMAN RIGHTS RISKS

Q&A - Participant Discussion

How can corruption / bribery skew information that needs to be verified?
How does unauthorized subcontracting put workers at higher risk?
Why does missing or deficient permits cause concern?

O OO0

Is transparency critical for trust...?
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CONCLUSION




B NEXT STEPS

We've covered a lot of ground!
Next up: Module 2 - How a Company is Expected to Manage Human Rights

Tomorrow’s agenda:
Welcome & Recap Module 1
Overview of the Corporate Responsibility to Respect human rights
& applicability for the Social Fairness requirements
Deep Dive on Risk Assessment

Overview of Social Fairness Toolkit (key tools for Assessors)

|
|
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